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Oxfam, a relief and development agency, follcwing a recent restructuring, is seeking 
three new posts: 

1- Deputy Director Programme to assist in setting programme policies and 
strategies; achieving institutional learning for effective monitoring and evaluation; 
networking with other NGOs and institutions; supporting and reviewing planning 
processes, managing research and documentation on public policy issues, ensuring 
gender perspectives throughout (he programme; and increasing our impact in disaster 
response and preparedness work 

Candidates should have a minimum of 10 years' in-d-Lpth experience of development 
work with NGOs; understanding of grass roots, gender sensitive development issues 
at both the national and international level, up to date knowledge of methodological 
analyses of poverty, and a high level of aiirilytica), planning and evaluation skills, 
including the ability ti> design research on development and policy issues. 

2 D epu ty Director Managcinen t Serv ices to assist in d eve hoping all aspects of 
effeclive Personnel, Human Resource Development and training strategies to build 
internal staff capacity in relation to programme needs; prepare, monitor and control 
budgets and management information systems; ensure effective accounting and audit 
procedures; manage the decentralisaticui of administrative systems to build the capacity 
of local offices. 

Candidates should nave a inimmuni of 10 years' experience with larger NCiOs or 
similar organisations, proven cf^mpetence in administration, budgeting and 
management, and tax and audit requirements, familiarity with Personnel / HRD and 
gender and etjual opportunities issues at senior management level; understanding of 
management information systems in large organisations 

3. Em er gencies O fficer for Ind ia to assist the naiional and logional offices in all 
aspects of emergency preparedness, response and evaluation w'oik; strengthening 
capacity and respt>nse to emergencies tbrougli advice, training and operational 
assistance in specific relief programme as required, giving / arranging technical advice 
on public hcaltli, slielter, supplies, logistics and financial management; resource 
mobilisation through liaison w lih extci nal agencies and institutions; circulating training 
materials; emphasising gender concerns. 

Candidates should have first hand glass roots community development and emergency 
relict experience; analytical, planning and pioblcm-solving skills, high level of 
communications skills including rcpoil writing, internai communications, media 
ielaru>ns, and representation with external agencies; gender sensitivity; fluency in 
Fngiish and knowledge of one or moie Indian language is highly desirable. 

We oiicT a S year contract with reasonable salaries and other benefits to attract 
c()inpetent pr otessionaIs. 

A[ipjy with full CV and an accompanying statement clearly explaining how you meet 
the cnteiia set out to Oxfani (India) Trust, C-6/59 Sardarjang Development Area, 
New Delhi - 110 016 by 26th May 1995. 

Only shortlisted candidates will he contacted for interviews to be held in Delhi 
between 14th and 19th June 1995 No enc,jiiies over phone or in person please. 
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Economy, Ecology and Equitjj^ 

Economic growth in India has been accompanied by growing 
environmental degradation which, in turn, is restricting options in both 
production and living conditions. Economic scale, technological 
and organisational choices and social equity arc all implicaled in the 
economy-environment linkages. 677 

I PDS and Food Security for the Poor 

riic Stagnant levels of cereal consumption, patlicularly ot the poorest 
decile groups, coupled with growing inter regional disparities in 
rmidgram production and the fact that inlcr-rcgional variations m 
cereal and caloric intake have more to do with loixJgram availability 
than inctxmc point to the need for a larger role for the public 
distribution system to ensure Io(kI security tor the poor. 687 

Market Failure 

The black and white view' ot slate vs market is clearly exaggerated 

Recent development debate has over-iomanlicised the successful 

role ot the market and the private sector m proiiuUmg growth 

and reducing inciticiency This is diiven home by the collapse 

ol the Barings Bank. 658 



Masters and Collaborators | 

Educaiional development in colonial 
India has been viewed to he the work 
ol Biiiish rulers who introduced a 
svslem ol education w'lth the hidden | 
agenda ot initiating a process ol 
socialisation. In tact the native elites I 
not only actively parucipaicd in the 
process but also played a signilicanl 
folc in intlucncing colonial policy on 
education 1'hus educational 
development in I9lli century Bengal, 
w hich IS the precursor of the present 
system of Indian education, was a 
rather complex piocess involving 
many coniradiclory lorccs 670 

People’s Struggle 

The people’s siniggic against the 
DuPont synthetic nylon plant in Goa 
has been remarkable for its grass 
roots nature comhinccJ with il.s 
extensive information base on the 
chemicals which arc to be 
manufactured and used at 
the plant ’ __ 663 j 

Unfree Labour | 

While increased market opportunities 
might indeed be present in the Indian 
countryside not only in the lorrn oi 
IRDP loans but also in that 
employment on local construction sites. 

It docs not follow that agricultural 
labour will he permitted to avail ttsclf 
of them; rather the opposite, since 
this is prcci.scly the situation in which 
resort to the debt mcchamsm as a 
method of labciur disciplinc/conlrol 
IS intensified. 697 


World Economy 

The sliuciuic ol the world economy 
has undergone dramatic changes in 
the last three dci adcs. Data on 
widening inequality among groups ot 
nations, the changing composition 
ot GDP, relative iiade shares and 
movement ol Lapital in the 
,Spccial St all si ICS senes 701 

Not Planned 

While the dcsiiuclion of the Habii 
masjid has made a quahlaiivc 
dilleicncc to the communal siiualioii 
in llic north, and in VP in paniculai. 
the communal violence in Aligarh m 
February, unlike earhci communal 
riots in the area, was a sponlancous 
outburst and not the lesult ot a 
propaganda ot tensive or 
planning by Hindutva toices 665 

New Rulers 

It IS not aggressive Hinduism which 
worked in the assembly elections in 
Maharashiia, but the coalition ot 
castes which the Shiv Sena-BJP 
alhance was able to muster 
Hinduivu merely provided the 
overarching slogan % _^^7 

Fight for Survival 

The latest Turkish ollensivc in 
northern Iraq, acioss Turkey’s 
border, directed at the Kurdistan 
Workers Party marks a critical 
turn in the Kuidish jicoplc’s 
.struggle for siiivival with 
dignity and indeperalgnce 
ill a htimelaiuJ of theif own. 668 
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LETTERS TO EDITOR 


Jute Research in Jeopardy 

iUTh. as is well known is un unportant 
agricultural product of the eastern region 
and West Bengal in particular, 70 per cent 
ol the total pnHluctionof jute is lYimi West 
Bengal. In West Bengal ihv liVelihood of 
about lour million peasants, ^,00.000 
tradcis and 1,50,000 woikci'» is directly 
linked with the cultivation ol jute and the 
|ulc industry. In a world where environment 
c»>nscioiisness i.s growing, the possil>iliiy 
id re|uvenating the jule industry - |ute 
being biodegradable - is a ical one. and 
one that lias occupied the recent attention 
ol expelts all (nci the world. Now that 
there is a new o|>pv>ilunity foi large 
amounts to be invested in this industiy. 
powerful Kdibies aie at wmk to appi opi lale 
the I’ruils i>l the prospective revival of the 
industry * 

'Diere aie tiuee institutes in Wesi Bengal 
that undertake lescarch on |Liie, the Cential 
(nstiliite of Ucseaich lor lute ami Allied 
Tibies (rklJ.Ab) the line Techn*>logical 
Research Laboi.iloiy (JTRL)and the Indian 
Jule Iiuliistries Research Association 
(IMRA), These institutions have lieen at 
workfoi several dec ailes CRlJAl* (erstwhile 
lARI) is under the direct admmislralive and 
financial conliol ol the Indian Council 
Agile ultuial Re.scarch (ICAR). In lOSh.lhc 
dnecioi i>i CRIIAF and the group aonind 
h^lufre^v Ilf), pet haps with thclacil approval 
of senioi fKrsoiis m the ICAR, a plan to 
divide the inslilulc and shill .» fniri of n 
elsewhere Many scieniisisproiesled *igainsi 
this bilurcalion In retaliation, the direcloi, 
in glo^s violation ol' the Agiiculliiral 
keseaich Senice Rules and the ICAR 
Scientific Service Rules, issued Iransfei 
oideis to SIX scientists. Although a joint 
demonstration of .scientists and othcis 
foiced the dncc loi to keep these oulers m 
abeyance, the aullioiiiies did not give up 
their plans to undermine unity among the 
scienlisl.s I)esf)iie <iil this, as a result i>l 
leconimciulations v>f the QuiiK|ucnnial 
Review Team (yRT) constituted by the 
K'^AR. the status of the Insiiiule w^as U|)gradcd 
to ineludc reseaich in allied fibres as well. 
As a result, the attemf)! to biluicale the 
institute was temporarily stalled However. 
IhedirccU’)! of the institute did not i evoke v>r 
rescind the punitive measures that had been 
impitsed befoic the implementation id the 
QRT’sI'ccommcndalions Thedirecioi,also 
earned the displeasure ol the ICAR and he 
had to go on leave in November 1992. 

From Novcinbci 1992 thiough July 1994, 
there was signilicani progres.s at CRIJAF. 
several learns of reputed national and 
iiUernutJonal scientists have vouched tor 
this. Fields that lemaincd idle diiiing the 
earljcr period were utilised for plant 
breeding- and germ collecliiMis in the Oerm 
Pla.sm Bank increased from 2,000 to 3,500 


germ plasm specimens within this shi>rl 
time. Tliis progress was under the leadership 
of P C Mitra (acting director) and Srijib 
Gangopadhyaya (principal scientist, who 
joined CRIJAF in September 1992). 

Just its it iippciued that the crisis at CRIJAF 
had been avei led. the situation c hanged ()n 
July 11. 1994. Milra and Gangopadhyaya 
were suspended with no reason whatsoever 
being given, and S N Pandey. diiecloi of 
JTRI. was appointed director ol CRIJAF in 
addition to his designation at .fTRL ()ii the 
basis of requests ofihe scientists at CRIJAF. 
the chief minisiei of West Bengal wrote a 
letter to Balram lakhar, union minisler for 
agriculture.onAugust2.1994 Inresponse, 
lakhar sent a 25 point status repoit. a report 
full td (unissioiis, misrepieseiitations and 
internal contradictions Insle*id ol 
responding positively to the clloii ol the 
chief minister of West Bengal, ICAR 
allowed Paiulc a Irce hand Foui scientists 
(plant breedeis. fdant geneticists and soil 
chemists), (he chief architects ol the 
icsloralionol the gene hank, were lumslcned 
to other ICAR institutes. These are insiiiulcs 
that work in completely diflcrenl areas 
(such as potato research), where their 
cxpciience in jute research, accumulated 
over years, cannot be utilised. Thiee leaders 
ol the sialf welfare association were 
suspended and liansfened The services of 
42 farm workers were tcrminaled at a sin )ke, 
without terminal benefits. A.spate of warning 
Idlers, ultimatums and show cause notices 
were served on dozens ol employees 
Inliaslrucluie facilities such asci)iilingcncv 
tunds, stall vehicles, telephone conneciions, 
electricity, are on the verge cd collapse, 
making lueanmglul research impossible 
Work could not he taken up during the 
sowing season lor jule and mesta. tluiiiks to 
the activity of Pandey (who has been 
tiansfeiTcd to Bombay in Februaiy tirul bad 


to hand over the charge id’ directorshi ♦ 
JTRI - to a successor but retained hisposr 
as ilirector of CRIJAF) has been issuin*, 
spate of punitive orders from Bombay. 

Wc arc concerned that these actions arr 
directed at opening up of tlic Jule Gc 
Bank to pilferage and plunder, and 
intended to remove rn>m the centre acti 
scicnIiSt s and cmployecs who w<>uId prote.' 
against such activities. 

Alls Das(jupI/v 

President, 

.It Aclitm Committee (d' Unions 

of Autonomous Reseaich Institutions. 
r<ilcuUa, 

West Bengal 

Communalising IVend 

THH BJI* gi>vcrninenrs opening moves in 
Gujaral could well be a lorclaslc ol what i.'s 
m stoic for the entile counlry slumld ilcomc 
to jH)Wer at the ccnlie. By packing the so 
called vigilante committees to be set Up to 
moriilor district adminisljations with RSS 
cadres It virtually confers tliat lUganisatio'. 
the siatus of a paraslate What’s more thi 
chunk of «>lhei c«>nstitijcnls of these paneb 
is lo come from Rotarians, I,cos and 
memheis of chambers of ctunmerce. 

The consequences aie ominous Wh.ii 
would happen if such a ‘vigiT were to K 
extended over anothei organ of the stale, tin 
p<diee'* As it i.s the late ol the minorities and 
Ihe labouiing classes in n<M allci riot beai> 
ample testimony to the t osy, albeit hitherto 
inlormal. relalionslnp between the keeper^ 
id the law on the iUie bami and ot tht 
champions ol Hindutva and capital on the 
olhci 
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Growth without Saving? 


I T is inlcrcsling lo rind the finance minister pleading with 
Ihc rich lo absUiin from conspicuous consumption and save 
more instead. In his keynote address to the ‘Dynamic Asia’ 
conference of die International Chamber of Commerce m 
New Delhi, Manmohan Singh declared iliat India had to step 
up its saving rale from die present 20-22 per cent ol GDP to 
over ^0 per cent ‘like in China" Since the government 
could not expect the poor lo lurdiei tighten dieir belts, the 
additional saving had lo come liom those who had the means 
While India.should emulate western management technu|ues 
and inventiveness, we should not copv tlieir consumption 
habits 

This is not die lir.si time diat Mannmhan Singh has held 
torth on die virtues ol Irugal living and a high level ol saving 
as necessary conditions lor development, in his very first 
budget speech he had weighed in against the “mindless luul 
heartless consumerism we have borrowed Irom the allluent 
societies ol die west" and decided that “au.Menly is a way ol 
holding our society logethei in pursuit ol the noble goal ol 
banishing poveriy, hungei and disease (loin this aiKieni land 
ol ours". 

Uiiforiunalcly, almost every one ol Manmohan Singii’s 
budgcUiry and limmcial policies since then have had the 
effect, and much ol ihe lime ihe inicniion as well, ol 
promoting die consumption ol the ricli and the upper middle 
classes. The incidence ol direct taxes has been reduced 
widioul placing any obligation on die lax-paymg Lla.sses lo 
save more. Can the goveninieni point lo a single measure 
which is miended to curb conspicuous consumplion :uid 
promote saving? The schemes lor import ol gold and silvei, 
die drastic reductions in customs and excise dimes even on 
die most iiiessentiaJ articles, die deliberate encouragement 
afforded to speculative activities and financial operations 
which have tended lo create islands ol high incomes and 
saUirics, die goading of comnicrcial and c()-operativc hanks 
to splurge on loans for purchase ol cars and luxury consumer 
durables iind more generally die .siinclifyiiig of die consumplion 
of die well-to-do as providing die basis for industrial growdi 
have all tended to stimulate die already high consumption 
propensities of die higher income groups and to play dt *wn die 
unportiuice of saving. Ai die other end. in a period of growing 
unemployment, high inllaiion and depressed economic 
coiidilions, die net dissaving by the poor and lower middle 
cla.sse.s cannot hut have been .substantial. But instead ol 
making an honest a,ssessment of the reasons for die fiiilure of 
domestic .saving and investment rales to pick up, the 
£tivcmmcnt is banking on exhortations to persuade the rich 
to abstain from the goodlife. U has also cliosciuo raise doubts 


about the basis of estimation ol the saving and capital 
lorinaiion rales. The latest Economu' Sarvev has called lor a 
review of die CSO’s current methodology. 

The brici mialysisol saving anti investment in ihc Ixonomu' 
Survey is. however, flawed in many respecis Drawing 
attention loihe tact that the recovery mprivategrossdonie.siic 
.saving had been slower iluiii dial in investment and that there 
had been a decline in the absoluie iimouni of Imusehold 
saviiigin 1092-‘^^laspertheC.SO'sestimale,from Rs 109.804 
crore lo R s 108.9^8 crore, the Survey claims dial dns decline 
III liouseliold saving m 1992-9^ is unbelievable since iii that 
year the rale ol growdi ol CiDP rt>se Irom 0.9 per cent to 4.3 
percent and dial ol agricultural GDP miprovcil Irom minus 
2.5 pei cent io plu.v5.3 per cent Hence the ca.se lor a review 
ol the estimation procedures 

The estimating agencies, such as the CSC) and the Re.sei ve 
Bank ol India, have not made any changes in the basic 
mediodology which has been in vogue lor some iwo decades 
and w'hich was endorsed by tlie working gitnjp on saving 
under K N Raj (1982). Noi dial dk-re is no room lor 
melliodological refinement.s. pariicnhnly in the context ol 
die significantdiversilication ol die economy and the many 
new instruments surfacing m the linanciai .sector The 
compiling agencies have been taking note ol the.se 
developmems whose (overall impact on the estimate of 
dmnestic skiving is unlikely lo he .such as to make arlitlereiiLC 
lo die ob.served Ueiuls 

II only the aulluus ol the Survey had considerevl iJic data a 
little more caireUilly and been a little more ready to admit the 
adverse consequences for saving and investment ol Uieirowm 
policies, they would have seen the lutiliiy of baying for die 
pianist s blood. In Ihe first place, the mllueiice of CjDP 
growdi rales on liou.sehoid saving generally works with a 
yciir's lag. (The lag pattern may appear dillerent if GDP and 
saving estimates were av;ailable foi shorter intervals, .say, on 
a quarterly basis.) The setback lo liousehold saving in 1992- 
93 was in part the coicsequencc ol die absoluie decline of 
nearly 2 per cent eacli in GDP originaling in agriculture and 
in die secoikiary sector and die stagnation in total GDP m the 
previous year, 1991-92. 

What IS material, and should cause some concern u die 
goveninieni, is that household sector .saving, alter touching 
a peak of 20 per cent in 1990-91, fell sieadi ly to 15.5 per cent 
in 1992-93 and improved only fractionally lo 15 9 per cent m 
1993-94, As a proportion ol personal disposahle income 
household .saving tell Irom 25.2 per ceni in 1990-91 lo 19.3 
pereeiilin 1992-93 and then improved nmrginallyU* 19 9 per 
cent in 1993-94. In odier words, despite a 4.3 pei cent rise m 
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real GDP in 1992-93 against only 0.9 per 
cent in the previous year and a rise of 4.H 
percent rise in ugricuhuvat GDP against a 
decline of 2 per cent in the previous year, 
the improvement in household saving in 
the ftdlovying year was niggardly. While 
household .saving in the form of financial 
assets rose from 7,2 per cent of GDP in 

1992- 93 to 10.3 per cent in 1993-94 and 
from 9.8 per cent to 12.8 per cent of 
[)ciM>nai disposable income, household 
.saving in physical assets fell from 7.7 per 
cent U) 5 6 per cent of GDP. This was 
bee au.se a signiticarU proport ion of physical 
assel formation in the household secu>r is 
financed by institutional credit and monetary 
data show (hat hank credit to the commercial 
.sector increa.sed by only Rs 16..591 crore in 

1993- 94 against Rs 30,187 crore in 1992- 
93. As per RBI estimates, which are also the 
source lor the CSO. lu>usehold financial 
liabilities were only Rs 12.451 crore in 
1993-94 against Rs 17,256 crore in the 
previous year There were thus signifieani 
off .setting rntwemcnls in hou.schoki saving 
in the torm of 1 inancial assets and dial in the 
lorm ol physical assets in 1993-94 

The increase in the ratio of household 
saving in financial assets to GDP in 1993- 
94 appear to have occun ed almost entirely 
in the form of currency and hank deposits 
againsi purcha-ses of foreign exchange by 
the RBI. CuiTency with the public expanded 
by Rs 14.067 crore in 1993-94 againsi 
expansion in the range of Rs 6,500 crore 
Rs 8,000 crore the previous five years. 
Likewise, aggregate deposits rose by 
Rs 57.185 crore in 1993-94 compared to 
the range of Rs .30,000 crore to Rs 4 L(K)0 
crore in the preceding i)innc|uennium. 
Much the largei part of the exceptuuial rise 
in currency and hank deposits in 1993-94 
UK>k place becau.se there was an accrual of 
as much as Rs 28.775 crore in the net 
foreign exchange assets t)f die RBI. Tlie 
latter in turn was attributable to the infliTW 
i>r foreign portfolio invesiment ol S 3.493 
billion or about Rs 10.950 croie and was 
thus unrelated to real ecv^iomic activity in 
die ccotivHiiy When equity shares are sold 
by a doine.stic holder (qi by a company in 
the primary market) to a domestic 
purchaser, it does noi ci*eale additional 
cUiTcncy Ol dcposiis, whereas whcA the 
lransacii4>n is with u lorcign purchaser 
domestic liquidity i.s augmcMiled in the 
fiirm of instruments which partake of die 
cJiuracler of saving. As per RBI data (CSO 
figures arc not available yet), gross .saving 
of the household sector in financial assets 
went up from 10.3 per cent GDP in 
1992-93 to n .9 per cent in 1993-94 - a 
rise 4)f L6 percentage points w'Aich was 
entirely atlributahlc to larger saving in the 
foiin ol currency (1.7 per cent of GDP 
compared io0.9 per ceftt) and bank deposits 


(4.4 per cent compared to 3.6 pqr ceni), 
Whai these figures underline is that the 
model of development initiated by the 
present governincnt in July 1 S>91 is heavily 
dependent on household consumption 
(apart from exports) as the propeller of 
growth. Tills procc.ss cannot, uiifortu- 
nalcly, he sustained in the medium term 
because of (a) lack of invesiiblc resources 
for capital accumulation and expansion 
of die social infrasiructure. and (b) cxler- 
nal sector imbalances arising out of 
insufficient d*>mcstic saving 


BIHAR 

A Brand of Politics 

THh results ol the Bihar as,semblyclectioii.s 
have indeed come as a much-needed shot 
in the arm for the Janata Dal after its 
defeat In Orissa. But although this has 
revived thejircKpects <d‘a Janata Dal-Lcfl 
alliance at the national level, the Left 
should be cautious about such an 
immediate tic-up. 

Kor one dung, LuU>o Prasad Yadav s 
governance in Bihar is not quite a model 
for the Left to follow, despite its ability to 
garner votes from the poorer clasNCs and 
the Muslim minorily community. Apart 
Irom the overtly cusleisi ideology of his 
politic.s (which in a large measure has 
helped him to utiruci voters from thcOBCs 
and the scheduled castes). Laloo Prasad 
ha.s reinforced the system of coriu[>lion 
and mafia gangsterism ihat has marked 
the p4>Jity in Bihar. His |H)puliMn may 
allow him to gain dividends in the short 
run (as evident from the recent election 
results) from voters who arc prepared to 
Ignore these warts in his governance and 
give him another chance. But unless he 
puts an end to the cnminalisution of 
politics and corruption among his t>wii 
men, the same voters (d“-Bihai who have 
returned him to power will turn against the 
ruling party - a backlash against corrupt ion 
and ineptitude as in Maharashtra and 
Orissa. 

LuliH) Prasad is a typical represciUalivc 
of rtic new breed of politicians - whether 
from the Congress or the opfiosition - who 
have learnt the rules of the game the hard 
way. He uses tlic same tactics of judiciously 
mixing altruism with musclc-powcr and 
building up a support base of followers by 
distributing largesse among them and 
buying their loyalty, and physically 
eliminating any rival or dis.scntci. These 
tactics are shared in common by poliii- 
cian.> of the Congress, the Sluv Sena, (he 
Samajvadi Dal, tbc BJP and even the 
CPI(M) in West Bengal Bereft of any 
firm ideological mcKirings and long-term 


programme* tlicsc poltiiciafis serve r« 
immcUiate interests by hniilding 
individual images through ^ 

slogans. Compared to others, the ont*' 
saving grace (hat murks Laloo Prasac 
and Muluyam Singh Yadav is thei 
commitment to protect the Muslim 
minorities and (he ‘dulits' against the Hindu 
upper caste offensive. But given tlieir 
purely individualist style cd* functionii 
and unscrupulous politics of shifiii 
alliunces, one never kne^ws whctl., 
tomorrow with u change in thecoirelati ii 
of forces they will not change their tacks 
If the Congress comes back to power in 
Bihar or Uttar Piadesh. it may not be 
surprising ii» find Laloo Prasad or Mulayam 
Singh ganging up with the BlPlooust the 
ruling Congress. Both, it maybe recalled, 
had llieii training in Ramrnanohar Lohii '' 
Socialist Party, which in its policy of bli*'<l 
aiiti-Congrcssism had ni> scruples about 
forgingalliunces with the Hindu eommu’ - 
outfit, Jana Saiigh. the ancestor of loo 

BJP 

With this record td' lunata Dal poli f 

/ • r I 1 . 

(ranging from a disc reduce. 'RSS 
Congressman like Biju Patnai) 
.socialist patron of mafia d4>ns like •», 
Piasad. his recent electoral suc^ « 
notwithstanding). Left leaders who in. 
still subscribe to norms of clean' polif 
may find it rather cinburrassing l4> n 
citvsely lied up with the Janata Dal. 

CPI (M) I cadcr Jy ol i B as u ’ s can I iou s ad' ^ 
to (he lanata Dal Icadcis l<i put theirhi» 
in oidci IS one indication of the tren ^ 
thinking among this generatio 
comrnunisi leaders, although B< 
younger folU>wcrs in the party in 
Bengal and elsewhere do not .seem to ha 
any such scruples whatsoever and may • 
quite eager to jump on to the handwagr 
id a Janata DaLLeft alliance foi the 1996 
general elections 

The promise of the allernalivc 4)f a 'third 
L)icc‘ - to both the Janata Dal and the 
Congress - in Bihar in the shape of u 
rather tenuous alliance between the 
Samata Parly ofGeorgcKcrnandesandthc 
CPI(M-L) of Vinod Mishra, has come a 
cropper. The Bihar election results should 
prompt the Marxist-Leninists of both the 
puriiumentary and the non-purliamcniary 
varieties to ponder over their hitherto 
practised policies. While the CPI(M-L)’« 
decision to enter parliamentary p^ditics on 
its own platform for the first time (unlike 
in the past when its candidates cotUcstccI 
elections in the name of the Indian People’s 
Front) has not yielded it any better results, 
the anti-parliamentary Maoist Communist 
Centre (MCC) cannot either claim ^ny 
success lor its call for boycott of the 
elections - a call which it tried to enforce 
by methods of armed coercion. Both the 
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War Group in Audhra PradcKh 
r '^(hc MCC in Bihar which have tried - 
Jhd failed - to force people away from the 
]>bllih|: bo4Yths4 Khould realise that their 
^inability to create a convincing alternative 
* revolutionary option for the musses all 
these years has left the people with no 
^alternative hut to continue to vote for the 

listing breed of politicians. 

'H; 

Ji^PICIT CUTTING 

At States’ Expense 

THF. govcrnincnrs fiscal deficit can he 
brought down hy cither raising additional 
revenue receipts or reducing government 
cxpendilurc.s. And the way the central 
‘^Yvernmeiit has chosen to define the fiscal 
deficit. It also includes on the receipts side 
certain non^dcbt-crcating capital receipts' 
'”•11 as recoveries of loans and advances 
u; ^ of disinvcsiincnl «>l shares of 

, ‘ *ic sector enterprises. Si> fiscal deficit 
It ion can also he achieved hy 
hal’ Rising additional non-dcht-creating 
'i' T M leceipls. 

foricording to the budget estimates for 
rWS-06. the lisc.il defuii is pn'iectcd \o 
ne brought dowh from h 7 ikt cent id Cil)P 
U'"' 5 pel cent It is expected 
!h lowei 11 ) absolute Icims as well, ai 
57.^65 enue compared to Rs 61.305 
^orc. In 1001-92. when the fiscal deficit 
•iis brought di»wn from the picvmus year's 
’elofK.4percentid'GOPloS 0percent, 
correspi»iKling absolnie figuics were 
;44.632 cioie and Ks i6.325 crorc 
o >ectively. 

' The reiluclion m the fiscal dclicit m 
1001 02 had been achieved principally, to 
the exicni oi 6H per cent. •)> culling 
g<wernmcnJ expendiluics bul Ihe leceipts 
side had also playetl a role. Wink lax 
leceipis as a prop4ulion id (il)P retained 
their level, non-tax levenue receifds aiul 
non-dcbi-creating capital leceipls tread 
disinvestment proceeds! registered 
increases. It is noteworthy that the 
reduction in expenditure was alnuisl 
entirely t>n capital account, by 1.3 percent 
o<it’t>f a total reduction i>f 1,7 jkt cent 
When w’e ciunparc the above with the 
sources of fiscal deficit reductioii relied 
upon in the budget for 1005-06. si>me 
differences cannot g»>unmYticcd. Firsi. the 
recHiction in the fi.scal deficii souglit to he 
achieved between 1004-05 and 1005-06 is 
of a smaller order, 1.2 percentage points 
of GOP against 2.5 pcrccnluge points 
between 1900-01 and 1001-02. Second, 
the cofitrihution of the receipts side to 
deficit reduction is iicgulivc in the sense 
that instead of increasing as a proportion 
*of ODP they are to decline, albeit 
marginally. Third, expenditures d<Y go 


down but. ugain. principally on the capital 
account. If needs to be added that while 
lax rcvcnucK are expected to more or Ics.s 
retain their level in relation to GDP between 
1904-95 and 1995-96, When one compares 
the current level with that in 1991-92, 
the decline is quite marked, fmm 8.1 per 
cent of GDP in 1991-92 to 7.1 per cent in 
1995-96. 

On the expenditure side also, it is 
noteworthy that the decline in capital 
expenditure is almo.st entirely on non- 
dcfcncc-rclated items and the principal 
sufferer is plan and non-plan loans and 
advances to stale and union territory 
giYvcriimcnts which, as a proportion of 
GDP, are slated decline from 2.13 pci 
cent to 1.63 percent between 1904-05 and 
1005-06. In other words, the centre has 
sought to reduce its fiscal deficit mu by 
raising additUYiiul revenues - if anything, 
they have been allowed to slide down 
lurther. particularly tax revenues - but by 
slashing the government's capital spending 
under non-defencc-rclaled heads, 
especially loan.s and advances to the stales 

DRINKING WATHK 

Nobody’s Baby , 

THP provision ot drinking water, one 
Wi^uld imagine, would find a place among 
the minimum objectives of a slate which 
claims to have the welfare of the citi/ens 
as Its goal. Yet the llth report of the 
si anding committee on urban and rural 
development «)n the subject of rural water 
supply and sanitation has found that "the 
government has m>l been able U> give due 
attention and the problem has not been 
taken care ol in its right perspective". 

The report brings out n4>i only 
>honc4iming.s m the implementation of 
various schemes, but problems m then 
design aiiil planning as well ponnstance. 
It i.s pointeil 4>ul 4Ui Ihe basis ol replies 
received by varmus mulal agencies dial 
there is iuy ciunprehensive list of villages 
111 terms 4)| their drinking water needs. 
While surveys were conducted in 1080 
and 1001. the results arc appall, ntiy not 
reliable and need l4> be verified Fuither, 
the C4incerncd ministry does noi maintain 
detailed scheme-wise records and caniuu. 
lor instunoe, prcYvide information vui the 
numberot villages which have piped water. 
The ministry ‘c.stimalcs* that abt)ul 20-25 
per cent of the village.shavc been provided 
with piped water. 

The repiYrl is also concerned abtmi the 
non-utilisation available grouiulwalci 
and the lack of attention to its conservation. 
Moreover, in trying to priwidc water to 
villages which have no water source, those 
which do have been neglected. The result 


is that a large proportion of the villages 
which have acces.s to water sources (on 
paper) arc forced jL4> make do with conta¬ 
minated water supply. The report stresses 
the urgent need to frame fresh guidelines 
on the national water pidicy. Among (he 
particular items it mentions as needing 
revision is the specified norm of distance 
from water source i>f 1.6 km The report 
rightly points t»ut that if the assumed per 
capita per day requirement ol‘40 litres is to 
be met for u family of four, women who 
invariably carry the water will have to 
walk an enormou.s distance to meet their 
families' daily water needs. Unfortunately, 
however, even the norm id‘ 1.6 km has ni>l 
been met. 

Provisii>n id drinking watci had received 
little attention until recently, despite the 
cmphasi.s on development of waicr sources 
for agriculture. Tlie availability of drink¬ 
ing water has been assumed he a 
concomitant benefit of the spread iif 
irrigation. Similarly, water conservation, 
preservation 4)1 drinking waici sources 
and prevention 4)1 water contamination 
have never figuied as compiuicnts of 
development programmes The report's 
reference ti) tl\e number of villages which 
have lost sources 4 «f pof able waicr because 
ol pt>ll\iti4>ii .n v>verusc is j serums 
c4)mmcni 4)n ibc planning ol ilc\ cl4>pmcm 
pr4)grammc.s Tlie ciimmiliee als4) pi>intN 
4>ut that in a reported 7,000 villages across 
the country water simrees arc contaminated 
by lluondes Such C4>ntaminalion causes 
permanent disability and must he tackled 
4)11 u pri4)rily basis. But there is no evidence 
4)1 such a4.tion. 

It IS hardly surprising that expenditures 
4)n the accelerated drinking water scheme 
regularlv fall shori of budget all4)cati4>ns 
Of tlie highth Plan target i)l 3,071 villages, 
only hO per cent wcic expected to have 
been covered by 1004-05, As ol 1003. 
only 76 per cent 4>f the rural population 
had access i4) drinking water teven on 
paper). The 1005 06 budget allocatiiui ot 
Rs 1.11 1 cr4)re is claimed U) repicsent a 37 
pel cent increase over last year s rcvi.scd 
ligiiic. bul veiy likely it will not be fully 
spent, (hal being (lie geneial trend in past 
years. 

The siluatiiui with regaid to luial 
sanitution is worse. Accoi'ihng i4» the 
ministry's annual report. 4)nly 2.5 percent 
of the rural p4)pulation has been provided 
with sanitary latrines. Anuing the reasons 
quoted lor this state 4)f a! I airs are "lack of 
felt need of the pe4)ple" and "lack of 
pg4>plc's participation". This rcHccls not 
.so much lack of hygiene consciousness on 
the part of the (Ycoplc as the unimaginative 
schemes being pushed by the government 
Moreover, sanitary latrines arc hardly 
likely U) be a success witli4)ul adequate 
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water, which is unobtainable. The achieve¬ 
ment of physical targets for 1992-93 was 
less than 11 per cent, tiK)Ugh 55 percent of 
the budgeted allocation is shown to have 
bt?en utilised. The standing committee’s 
recomntendation that the old concepts of 
sanitation the programme is burdened with 
should be critically reviewed is well taken. 

What conics out clearly is that rural 
drinking water supply and sanitatiiui is 
nobody’s baby. As the ivp<^rt points out. 
new schemes are periodically lakcn up, no 
doubi with much publicity and fanfare, 
without regard to the progicss of existing 
schemes, which then fall out ol favi^ur and 
are discarded. The result is that little 
development actually takes place. 

Wlr:ST BENGAL 

Not Comparable 

Ajtt Ro\ wntes 

h M S NAMBODDIRIPAn's spirited 
defence (h'ople 'xDemot rucv, Februaiy 26) 
of West Bcngakluel niinisicr Jyoli Basu's 
aping of the union governrnenl’s new 
econoniit policy may l^e faulted on more 
groumis than one First, he draws a parallel 
between .ly^Ui Basu*s initiative and his own 
aftei he had become the first communist 
duel minister of an Indian stale in 1957. He 
says that he selected for implementation 
“siiinc aspecis of the centu* s p»>licy which 
by thciii'.elvfs arc u»>od lt>r the pci^ple as. 
lot instance, land reforms, educational 
pi>lic\. dcicntrahsation lU administration, 
etc." In a like niannet, he says. Jy<.iti Basil is 
taking advantage ol ‘‘certain of the centre’s 
economic policies” which ”have generated 
an environment in which industries can 
gi\>\v 111 West Bengal” 

HMS overlooks in this parallel a very 
Iuiulainenial difteicnee between the 
context ol his inihative and that Basil’s 
In his ease, the hisUuical context was 
Ci>nsiitnjed by the NchrioMahalanobis 
plandraine ot building up .m indcpcndeiu 
and self-reliant ecom>in>\ acciMTipanied 
by land reform.^ and elements ol sc^iul 
welfaie within the ambience of global 
non alignment The context of Jyoii Basu’s 
imlialive, by contiasi, is ilic Rao-Singh 
NHP based on the explicit repudiation vif 
the Nchru-Mahalanobis pi>Iicy frame, 
“The centre’s ptdicics". HMS hmiscll 
correctly notes, "of globalisaiion. lihcrah- 
-Salioii andpnvati.satnm help development 
ol intlusiric.s in Ihc private sector - both 
indigenous and foreign at the cost ol die 
public sector”. HMS cannot be unaware of 
the tael that the essence of the centre's 
policy represents a .sort ol open door 
foriheTNCs wjjf|| all its negative 
connoUtions. 


Morutivcr, ihcpiescniWcst Bt^ngalp^icy. 
a.s repeatedly emphasised by Basu bimsiilf, 
has another vital and regressive dimension 
of discouragement of vibrant trade union 
movements, demanding a certain docility 
on the part of the working class. 

Mor*e fundamentally, in contrast to 
Nehru’s overall non-alignment scheme, 
the Rao-Singh NHP, as conectly implied 
by HMS him self, is predicated upon an 
overall subservience to the impcri ’isl 
global scheme, economic and political. 
This entails for India, in addition to 
economic domination and drainage, a 
regmfe of cultural and ideological 
subservience as well, 

In this overall context, if in some 
clearly defined situativm. the Left Front 
government decides to “take advantage” 
ofsome specific openings, it has preserve 
and strengthen its iiidependcncc for 
opposing and lighting hack the over- 
whelmingiy negative dimensions ofNl ’’ 
Th IS discrimination and militancy IS abseili 
in Basu’s approach and this fact is 
ovcrituiked by HMS. 

Hin . 1 11 y, H MS’s c voca t ion o f f lie C h i no se 
example indelence,of .lyoli Basu’s position 
is misconceived as it is premaluie. Hiist, 
the policy loimulalion and implementation 
tn China are in (he bund of communist 
parly governments at the centre and in the 
provinces, whereas in .lyoli Basil’s case, 
he is admittedly bound by the overall 
policy and impiementation devices m ih- 
hand ol the '.uliservieni Narasimlia Rao 
government. Second, even in China s case 
the linal results ol the opening up policy 
remain to be seen in terms of oh|ectivc 
devel<5pments. as there are already various 
indications ol this policy’s negative and 
regressive impticl on (he socio-economic 
reality <u the country. 

ORISSA 

More of the Same 

CONTRARY m ail expectations and pre- 
poll prcdiclion.s. the Congress has 
outshined the laiuita Da) (.ID) in the 
elections to the ()nssa assembly. The rout 
of the Congress in neighbouiing Andhra 
Pradesh had cast agh>omoVei the Congress 
camp while it had buoyed the prospects ol 
Biju Patnaik. UiulerBiju Palnatk Ihc state’s 
per capita income had touched the lowest 
in hisuuy and. m spite of his promise ^ to 
curb ji^hlessnesN, unempR'ymenI id 
doubted during the Dal I'cgimc. But taking 
a eiie from the success of N T Ruma Rao's 
populist measures. Biju Patnaik had 
announced a manifesto offering sops to 
the liaekward castes, women and 
unemployed youth. The Congress too had 
released a similar manifesto. Ultimately. 


what teems to have gone wix>ng for 
state )aiiata Dal were certain strati 
mistakes which Biju Patnaik commi 
during the campaign period. 

First, Biju Patnaik’s over-exmfide ^ 
that he alone would be able to deliver 
goods alienated the I>cft parties who w 
JD's allies in the previous election. Bij 
contemptuous d ismi.ssal of the Left par 
as ‘political non-entities* in the state dr 
the latter to the camp of Rabi Ray 
united show by the .ID, Ihc Left and 
socialist parties would have secured 
least 16 more seats at the hustings. Seco 
the developmental .schemes Biju Patn 
announced for the backward regions 
western and southern Orissa remuir 
either unimplcmented or got derailed c 
to corruption. His decision on clectii 
eve to ban country liquor so as to win oi 
the voles of tribal women misfired .sinci 
adversely affected the economy of t 
tribal regitm. Lastly, (he pet theme 
centre-hashing Irom a ium-Ci>ngresseh 
minister also failed li^ click with the mas^ 
as the Congress leadership at the ccnl 
produced data substantiating the extent 
underutilisation of the funds by the sta 
government I 

Ciuigressmen. partly helped by \m 
rcsclieduling of the polls fn^n Fcbriiaryl 
March, seemed to luivc been able to icgrow 
Ihemseivc.s The di.sconlent with .1 I 
Patnaik's le.idcrship of the stale Congresl 
unit was civilained tn two ways. Hirst, Ifll 
Patnaik did ni>t contest the election anil,] 
Nccond. P V Narasirnha Ra<' assured the 
.stale unil that the leadership issue would 
be resolved after the elections in accor 
dunce with the wishes of local leaden 
The surprise victory of the Cmigress lid» 
come as a morale booster to the parly si 
the national level. But the nommaiKm')! i 
two deputy chief ministers in the stale 
cabinet and the threat ot one of them u) 
resign on being allotted uniniportanl 
porllolios speaks td the intensity of Ihc 
tussle for power in the stale party. Given 
the record of I B Patnaik's giivcrnance in 
the decade of 1980. it is difficult to expect 
that Orissa is on the lines hold of any major 
transformation. 


Correction 

The last line of the opening paragraph of 
*()ur Time’: History, Sovereignly and 
Politics” by Vivek Dliarc.shwar 
February 11, p 317) wdiich reads “But as 
’eriticul historians’ we cannot make that 
judgment” should read “But as ^critical 
historians’ we cannot not make that 
judgment”. The error is regretted. 
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Vi|^ Dye-Chem 

VIPUL DYE-CHEM was originally 
incorporated with the objective of 
manufacturing, marketing and trading in 
dye intermcdiateK and chemicals, hut in 
the company shifted its marketing 
strategy and started concentrating on 
exports* The company is now a government 
recognised export house. It exports dye 
intermediates to Switzerland, Hong Kong, 
Germany, the US and Italy. The company 
plans to expand its manufacturing fuci- 
lities. A major part of the manufactured 
intermediate dyes are to be exported to the 
US and Europe. The project is to be 
implemented in two phases. In the first 
phase the existing capacity of blue base is 
to be expanded from 24 mlpa to 120 mtpa. 
The project being located a notified 
backward area, the company is eligible for 
various benef its like a cash subsidy of Rs 
15 lakh, and sales lax incentive up to 100 
per cent of capital investment for a period 
o\' seven years. The pn>jcct has been 
appraised by Hnarai Finance and the total 
cost has been estimated at Rs 371.5 lakh. 
Ttjfund the project the company is entering 
(he capital market with an issue of 14.2 
lakh equity share.s aggregating Rs 311.5 
lakh including public issue of H 7 lakb 
equity shares of Rs I Ocach at a premium of 
Rs 10 per sha'rc aggregating Rs 174 lakh 
and firm allotment to NRls/OCBs. Indian 
Mutual Funds of 5.5 lakh equity shares of 
Rs 10 each at a premium of Rs 15 per share 
aggregating Rs 1 37.5 lakh. The promoters 
will subscribe to Rs 60 lakh constituting 
17,44 per cent of the present issue at the 
same price as offered to the public, Their 
holding will be 57,58 per cent t)f (lie 
enhanced equity capital out of which 69 
per cent is from bonus rs.sue. The issue is 
slated to open on April 10 and is being 
jointly managed by Hnarai Finance and 
Vijaya Bank. 

Balmer Lawrie Freight 
Containers 

Incorporated in 1994. the company is co* 
promoted by Balmer Hawric Company, 
Tectrans Technology Transfers and Engg 
GmbH and Okura and Co. It is setting up 
a 100 per cent export-oriented unit in the 
Madras Expi>ri Processing Zone. The 
project is io manufacture marine freight 
containers for which the company has 
entered into a technical collaboration 


agreement with Habatec ContainersOmbH. 
According to the agreement, Habatec will 
provide engineering of the whole of^rating 
system, general drawings for the layout 
and foundation, all drawings for jigs and 
fixtures, including specifications for 
equipment to be directly purchased, 
.supervision forinstallation. erection, fabri¬ 
cation and test run on the operating system, 
technical assistance in direct purchase of 
plant and equipment, training of staff at 
plant site and if necessary at the modern 
plants in operations oversea.^, product 
designs and testing schedules for other 
types of related containers and u.ssistancc 
in accreditation under ISO-9(KK) series. Tlic 
company has to pay a fees of % 600,000 
lor providing the technical know-how. To 
part fund the project the company is entering 
the capital market on April 10, with a 
public i.ssue of 14,24.1(K) equity shares of 
Rs 10 each at a premium aggregating 
Rs 7,69,01,000, including 2.84,800 
equity shares at a premium of Rs 60 per 
share reserved for firm allotment. Tlie 
project has been appraised by the HXIM 
Bank which is also participating in the 
priqect by sanclioniii|: a loan of Rs 100 
lakh. The project has no gestation 
period since commercial production is 
expected to commence this month. The 
issue i.s being lead managed by ANZ 
Grindlays Bank and Ctcdilcapilal Finance 
Corpt>ration. 


Rose Zinc 

Oj igjnaily incorporatc^l as Rose Metals, the 
company’s name was subsequently changed 
to Ro.se Zinc. The company is prc.senlly 
engaged in Uie manufacture of electrolytic 
zinc, with an installed capacity of 51 Omtpa. 
Rose Zinc is now setting up a project to 
expand the existing installed capacity of 
electrolytic zinc from 510 mtpa* to 2,550 
mtpa and to manufacture Good Ordinary 
Brand (GOB) zinc metal with installed 
capacity of 2,550 mtpa and zinc sulphate 
with an installed capacity of 750 mtpa. The 
company propo.scs to use the hydro 
metallurgy and electro winning technology 
for the manufacture of zinc metal from 
secondary sources. Tlic company has alsi) 
entered into an agreement with Industrial 
Techniicrafts and consultants. Udaipur, for 
detailed engineering and supervision of 
erection and commis.sioning of plant and 
machinery. The project has been appraised 
by Stale Bank of Hyderabad and the cost 
is esliinaled at Rs 1,070.57 lakb. To part 
finance the project the company is entering 
the capital market on April 10 with a public 
issue of 50 lakh equity shares of Rs 10 each 
at par aggregating Rs 500 lakh including 
firm allotment of U) lakh shares at par 
aggregating Rs 100 lakh to NRls. Tlie |oinl 
managers of the issue are iJbord Finance 
and Rajasthan State Industrial Development 
and Investment Corporation. 
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CURRENT STATISTICS 




Some moderation ot the inflation rale accompanied by a reduction in the iiriceN c>l’|inmary articIcK in the pa5»i month* deceleration of the i^rotyth 
of money supply and reserve money, year-end selling ivessurc *>» equity jviccs. accclcratioii ♦>! the rate ttf growth ol nianufacturing output* that 
of capital gcxids in particular, a 17 per cent annual growth ot exports and over one-third rise m non-H)I. itnpi^ils have characterised the recent 
economic scenario. However, as a result of lower doniesiic saving, disintermediation and the lying up of tunds in the SeCiuidary equity market, 
a severe liquidity shortage has surfaced in the liiiancial .system leading to turther hardening ol interest rales. 

Macroeconomic Indicators 


Index NtHiibers of Wholesale 
Priew (I9K|.K2=IOO) 


All Tommodities 
Primary, Articles 
Ford Articles 
Non-Fo<,Kl Articic.s 
Fuel. Power. Light and Luhricaiifs 
Manufactured f^oducts 
Fotd Products 
FtwHl Index (computed) 

All ('ommoditie.s (Average Basis) 
(Apnl-March 4, 1995) 


Weights Mar 11. 

1995 “ 


__ Variation (Per Tent): Point-hvPoint _ 
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L2 

13.1 

, J3.I 

15.2 

13.2 

14.4 
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Capital Market f99S 
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1994-9.5 

1993-94 
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1992-93 
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2.3 
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X.7 
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11.5 

256.0 
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2.5 

0.5 

0.9 

4.5 

6.3 

7-9 

3.x 
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228.4 (•J.2) 
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2.2 
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3.0 
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X.6 

R.7 
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8.5 
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__ Variatuw (>ve _ 
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Call money rate (weekly 














weigliled avenge) 

on 

na 

IMS 

14.49 

1030 

14.13 

16A9 

13.26 

10.93 

14.56 

10.43 

14.89 

20.27 

Call money nde 

LOO- 

16.50- 

17.00- 

13.50- 

13.50- 

1X25- 

2.25- 

10.50- 

16.00- 

17.00- 

13.50- 

27.00- 

1.00- 

(Range; weekly) 

13.00 

18.00 

IJOO 

17,50 

1.00 

ISJO 

60.00 

16.75 

0.25 

13.50 

0.25 

11.00 

60.00 

rnwawybUle:- 

91<*0ay (On tap or ad hoc) 
91-Day (RBI anction): 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

Prifnaiy 

Secondary: DPHl (nud-pomt 

11.99 

1L90 

11.82 

11.73 

11.61 

11.48 

11.40 

11.23 

11.10 

11.10 

10.93 

10.85 

10.51 

of btd and offer) 

1L6S 

11.78 

11.70 

114S3 

11.50 

11.25 

11.25 

11.37 

11.25 

10.88 

10.88 

10.51 

10.15 

All SOL trading 1 

1 (weighted YTM) 

13.43 

12.03 

... 

12.31 

... 


15.02 

15.15 

.. 

.. 

... 

... 


1 364*Day (RBI auctson) | 

fYimary 

IL94 

« 

11.84 

* 

11.73 

« 

11.48 


11.23 

« 

10,86 

m 

10.56 

Secondary :DPHI (mid*point) 

10.85 

11.65 

11.08 

10.50 

10.88 

10.75 

10.75 

10.75 

10.63 

10.25 

10.25 

10.00 

9.75 

1 All SOL trading I 

(weighted YTM) 

13.75 

13.01 

13.06 

13 18 

13.66 

13.11 

12.98 

12.55 

12.54 

12.86 

1X14 

1X77 

12.06 

RBI Repo auctions (OOl securities) 

m 

• 

* 

m 
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$$ 

« 

$$ 


$$ 

State govt loans ((Coupon rates) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

All SOL trading I 

(weighted YTM) 

12.45 

12.30 

11.86 

11.80 
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11.87 
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11.31 

11.31 

<301 Securities. Primary Auctions 

» 
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m 

m 

• 

• 12.71 

(5 years) 

« 

* 

« 

« 

1 Secondary: All SOL trading I 

1 (weighted YTM) 

12.55 

12.72 

12.80 

13.08 

12,87 

12.84 

1X20 

11.82 

12.52 

11.80 

11.82 

n.92 

11.79 

1 PSU Bonds yield.- I 

Tax Bee' NSE (traded, weighted) 

11.35 

11.21 

n.45 

11.73 

11 22 

10.06 

10.93 

10.07 

9.59 

9.63 

9.63 

9.48 

9.45 

NSE ^Rangerweekly) 

11.23- 
13 46 

1053- 

12.62 

11.45- 

11.45 

11.73- 

11.73 

11 12- 
11.51 

9.54- 

11.16 

10.87- 

11.01 

9.76- 

10.18 

9.53- 

9.69 

9 63 

9.62- 

9.63 

9.13- 

9.52 

9.23- 

9.61 

1 Taxable* NSE (traded, weighted) 15.24 

15.44 

14.87 

13.89 

15.59 

13.21 

14.97 

13.39 

13.05 

1X12 

13.47 

1X81 

13.66 

NSE (Range, weekly) 

15.24 

12.50- 

15.62 

12.98- 

15.24 

l^55• 
IS 13 

13 44- 
I3.S9 

13.13- 

1345 

1X82- 

15.04 

12.99- 

13.99 

11.96- 

13.48 

12.01- 

14.02 

12.46- 

13.52 

1X68- 

13.48 

13.38- 

15.05 

1 Commercial bills'Etf^l I 

(rediscount rate) 

i5.ro 

14-15 5 

14.00 

14.00 

14.00 

14.00 

14.00 

14.00 

13.5-14 

13.50 

13.50 

13.50 

1350 

Other secondary 
(30/60/90 days) 

na 

na 

na 

na 

At 

12.5- 

14.0# 

12.5- 

14.0# 

1X5- 

14.0# 

1X5- 

14.0# 

1X5- 

14.0# 

12.5- 
14 0# 

12.0- 

13.0# 

7.0- 

10.0 

CP: Primary market (90 days) 

14 5- 

14..5. 

14.5- 

14.5- 

13.50- 

13.50- 

13.50- 

13.00- 

13.00- 

13.00- 

13.00- 

14.00- 

1X00- 


15.5 

15.5 

15J 

15.5 

14.25 

14.25 

14.25 

15.00 

15.00 

13.75 

13.75 

16.00 

13.00 

1 Secondary: DFHl I 

(Discount rale) 

16.00 

16.00 

16.00 

16.00 

16.00 

16.00 

16.00 

16.00 

15.5-16 

15.50 

15,50 

15.50 

15.50 

Secondary* market/NSE 

•• 

13.50 

13 10 

14.00 

15.50 

1X00- 

13.00 

1X00- 

13.00 

12.00- 

13.00 

1200- 

14.00 

13.45 

14.00 

14.25 

14.50- 

18.00 

CDs'Pnmary marked (one year) 

13.00- 

13.00- 

13.00- 

13.00- 

1300- 

13.00- 

13.00- 

13.00- 

13.00- 

13 00- 

13.00- 

13.00- 

11.25- 


14.50 

14.00 

14.00 

14.00 

14.00 

14.00 

15.00 

15.00 

15.00 

15.00 

15.00 

15.00 

11.50 

1 Secondary; DPHl I 

(Discount mte) 

154)0 

14.00 

14.00 

14.00 

14.0 

14.00 

14.00 

14.00 

13.5-14 

13.50 

13.50 

13.50 

13.50 

Inter-cocporaie deposits 

14.5- 

14.5- 

14.5- 
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14.5- 
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14.00- 

14.00- 
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14.00- 
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(30/90/1SO days) 

19.5 

19.5 

19.5 

19.5 

19.00 

19.00 

17.50 
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17.00 
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17.00 

1 Un-1964 Units (Week-end 
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17.69 

17.69 

17.65 

17.63 

17.63 

17.63 

17.73 

17.63 

17.63 

17.63 

17.63 

17.73 

17.77 

HundiRate 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

24 00 

24.00 

24.00 
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CO Borwsnl premia on the 
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mier-baiik market (annua¬ 
lised in per cent per 
annum) (Weekly average) 

Spoi/Cash 

12.30 

12.38 

R.83 

4.49 
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5.45 
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6.14 

6.79 

6.43 
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4.66 
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7.89 
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6J4 
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6.61 

6.40 

6.62 
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6.30 

5,74 

5.32 

5.24 

4.49 
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35.30 
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35.50 

36.00 

36.00 
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34.50 

34.50 
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COMPANIES 


BPW ItMcartli FmoitfiMioi 


MRL 

Newftwjects 

MADRAS RERNERIES, unc of the largest 
integrated retincricK in India, which 
produces a wide range of products like 
ciK>kmg gas, petrol, diesel, kerosene, naptha 
lube base stock and pctrochemicul feed 
stock, has done well in 1993-94. Net sales 
were up by 7 per cent and net profit by 
11 per cent. Operating profits fell by 3 
pel cent. Depreciation fell by 32 per cent 
which was olTscl by rise in interest charges 
by 3H per cent Gross profit fell by 17 per 
cent. Fall in other income by 13 per cent 
and non-operating profit by 3()6 (ici cent 
kept margin.N down A dividend of 2.^ per 
cent wa.s declared tor the year. 

Remuneration to employee.^ tluciuated 
at 11 per cent in 1991-92. 8 per cent in 
1992*93. 10 per cent in 1993-94. Huming 
per shaic rose by Rs 3 in 1992-93 and fell 
in Rs 1 in 1993-94. Return on invcsiinent 
fell by 1 percentage point in 1992-93 and 
by 2 percentage points in 1993-94. Growth 
in inventories fell by IKK per cent for the 
year. Inventories to .sales tluctuated at 20 per 
cent in 1991-92,52 percent in 1992-93 and 
35 per cent in 1993-94i Sales to total assets 
and sales to gross fixed assets have fallen 
in the past three years. Debt-equity ratio 
fluctuated at 123 per cent in 1991-92, 162 
per cent m 1992-93 and 134 per cent in 
1993-94. 

The Cauvery Basin refinery went into 
commercial production in November 1993. 
Tlie company completed its lube expansion 
from 1,40,000 ipa to 2,70.000 tpa at a cost 
of Rs 23K.71 crorc. Another project to 
increase prc-heai temperature for better 
recovery by the installation of additional 
exchanges and replacement ot four existing 
exchanges with larger heat transfer capacity 
and a.ssociaied piping has been completed. 
Additional power generation facilities, 
increasing the capacity of the wux-deoiling 
plant, installation of wux-hydrofinishing 
unit in place of the existing clay contact 
and revamping of the thermal crackers unit 
arc under implementation. 

MRL commissioned a 0.5 million tpa 
refinery at Panungudi near Nagapaltinam at 
an estimated co.si of Rs i69,h crorc. Tlic 
pn>tect is ex|)ected to break even at a cupaci ty 
uiilfsatton of 68.63 per cent. 

The company entered the capital market 
to raise funds to part finance its projects. 
The government diluted its stake in the 
o^mpany to 51.8 per cent from 67 7 per 
cent. The co-pri>moters National Iranian 
Oil CoriHiration (NIOC) picked up fresh 
equity to maintain its holding of 15,38 
per cent. 


Indian Additives, which was estahlishcd 
as u joint venture between the a^mpany and 
Chevron Chemical Company of tlie US, 
completed its lube additive manufacturing 
plant utManali. AROCHKM is another joint 
venture of the company with Southern 
Petrochemical lndu.sirics Corporation 
(SPIC). 

The company incurred an expenditure of 
Rs 231 lakh for its R and D activities for 
the year. K and D included cvulualion. 
catalystevaluulion, hydrofinishing and lube 
wax andcnvimnmental studies. Tlie ccmipany 
has entered into collaboration with HIL and 
IIP to absorb lube extraction technology. 

USHA MARTIN INDUSTRIES 

Backward Int^ration 

Usha Martin Industries (UMTl.), the flagship 
company of Usha Martin group, is a leading 
player in the wire and wire rope industry 
with nearly 80 per cent of the 60,(KK) tonnes 
domestic market. Tlie company declared a 
dividend of 27 per cent for 1993-94. The 
overall performance of the company was 
gtxxl with net sales increasing by Rs 16.87 
crorc. Tlie iron and iron rope division at 
Ranchi produced 44,694 ml. The steel plant 
of U.sha Alloys and Steel at .lumshedpur 
produced 78.285 ml of steel billets and 
80,735 ml of iron rods during the year. The 
mlling mill division at Agra produced 
23,368 mt of rolled products. Exports of 
the company were up by 35 per cent 
(Rs 12.38 crorc). Tlie company had a steady 
market i>f 5,8(K) to 6,000 tonnes to the 
erstwhile Soviet Union. With it.s collapse the 
company had to seek markets in other 
countries. It thus pushed its pimlucls inother 
markets, viz. US, Europe and West Asia. To 
improve its compctitivcnc.ss in the world 
.market, it embarked on an expansion-cum- 
modernisation plan at a cost of Rs 230 crorc 
at its .lamshcdpur and Ranchi works. The 
capacity of the Ranchi plant has been 
increased to 50,000 tonnes from 33.000 
tonnes. Exports are expected to Inxmi with 
the Ranchi unit and the .lamshcdpur iron rod 
unit securing LSO 9001 and 9002 
certificalioii. 

A mini blast furnace to produce iron aiul 
modification in the existing electric arc 
furnace are being undertaken for backward 
integration. Tlic scheme also envisages 
increased production of steel billets from 
I lakh mt to 1.5 lakh mt per annum us well 
as an increase in the rolling capacity from 
94,2(K) mtpa to 1.92,fKX) mlpa. Work on the 
scheme is progressing. 

The company intriKluced paging .system 
in Raikot. Ernaktllam, Indore. Coimbatore, 
Madurai and Vishakaputnam and in aUo 


making headway in the telecom sectcir ani 
will he operating cellular phones. The tota 
outlay for the projects will he over Rs 5i 
crorc. The company has also entered ihi 
computer soflwai^ uih^u Uirough tlie U^^Bck 
division of Usha Bcltron. a subsidiary. Wit! 
an investment of Rs 15 crorc. The compan 
has secured software development order 
from Malaysia, France, and Bangladesh. 

Debt-equity ratio tluctuated at 152 pc 
cent in 1991-92,92 per cent in 1992-93 an< 
118 per cent in 1993-94. Return oi 
investment nise by 1 percentage point » 
1993-94 and fell by the same in 1993*^4 
Earning ficr share rose steadily by Rs 5 

1991- 92 to Rs 7 in 1992-93 and Rs 10 ir 
1993-94, 

Net value added to value i)f prixluciK)* 
rose by 5 percentage points in 1992-93 am 
by I percentage p<nnl in 1993-94. Suiulr) 
creditors to cunenl as.scts fluctuated at 2^ 
per cent in 1991-92, 19 per cent in 1993 
93 and 22 percent in 1993 94. Shori-teim 
bank boiTowings to inventories lluctuald 
at 58 per cent in 1991-92. 67 per cent in 

1992- 91 and 42 per ten! in 1993-91 
Remuneration io employees fell by 3 
percentage points in 1992-9“^ and ro.se by 
1 percentage point in 1993-94. 

R and D efiorts towards t<ital quality 
management is lacing supplemented by Ushi 
Scientific Re.search Inslilule (the company i 
m-housc R and I) centre) througlj 
development of new pri>ccNses/pix>ductN an 
technology io impnwe quality. 

RPG TELECOM 

Expansion Programme 

RPG Telccvmi is engaged in the nianutacturc 
i>f jelly filled». able.s. Tlie company has I arcil 
well in the year cndeil September 1994. Nd 
.sales were up by Rs 6,13 crorc. operatini 
profits by Rs 5 31 crt>re and net profit h) 
Rs 6.48 croie. Taxation fell by Rs 3.05 crom 
and intcicsi charges by Rs 1.29 croit. 
Depreciation was up by R.s 3. 1 3 cnire. Non-; 
operating sunilus fell by Rs 4 lakh, whik 
other inctmic w.is up by Rs 3.71 crorc. A 
dividend of 40 per cent was declared for lli« 
year. Capacity utilisation was at 94 percent 

Debt-equity ratio tell by 84 percenUig* 
points in 1992-93 and by 59 percentag< 
{loints in 1993-94. The company made 
rights issue dunng the year. Shi>rt*tcrin banl 
l>c»n*owing.s to inventories rt^sc from 60 pe' 
cent in 1991-92 to 82 per cent in 1992 
93 and 1 IR per cent in 1993-94. Sales ti 
total assets fell by 64 percentage points n 

1992- 93 and by 103 percentage point.^ i) 

1993- 94. while sales to gn^ss fixed a.ss( 
foil by 26 percenruge points imd 1' 
percentage points, respectively. GrowO* 
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TW 'Coiniittites ■ ^ 

(Sslakh) 


MMdnt UshM RFG Procter Codftvy 

Fiimncial Ifldkaton Beflaerto Martia Tdccaai aadCaaiMc l«hilli|w ilailfait 


• 

March 

1994 

March 

1993 

M*rch 

1994 

March 

1993 

Sept 

1994 

Sept 

1993 

June 

1994 

June 

1993 

March 

1994 

March 

1993 

lttcQmc/approi»riiilloi» 

1 Net saieii 

171941 

160535 

24679 

22992 

8732 

8119 

24451 

18234 

26225 

24533 

2 Value ol prixluction 

169942 

160172 

23860 

23612 

8791 

8112 

24159 

18409 

26265 

25619 

2 Other Income 

1082 

1247 

259 

257 

38] 

10 

2469 

.547 

338 

2.53 

4 Total income 

171024 

161419 

24119 

23H69 

9172 

8122 

26628 

18956 

26603 

25872 

5 Raw maleriais/stores and spared 
consumed 

146205 

137329 

11642 

11262 

5132 

5038 

8262 

7583 

9809 

10125 

6 Other manufacturing expenses 

1277 

1247 

3096 

2613 

450 

358 

7125 

4394 

5009 

5614 

7 Remuneration to employees 

1819 

1624 

2326 

2291 

189 

153 

1606 

1542 

1314 

1169 

8 Other expenses 

4647 

3466 

4310 

4496 

787 

490 

7189 

6681 

7309 

5666 

9 Operating profit 

17076 

17753 

2745 

3207 

2614 

2083 

2446 

-1244 

3162 

3298 

10 Interest 

5554 

.‘3998 

1044 

1626 

291 

420 

464 

516 

727 

1072 

11 Grofis profit 

II278 

13695 

2588 

2301 

2331 

1675 

1979 

-1729 

2640 

2406 

12 Depreciation 

3065 

45-33 

631 

915 

611 ' 

298 

421 

367 

194 

185 

13 Profit before tax 

7939 

9162 

1957 

1386 

1720 

1377 

15.52 

-2099 

2446 

2221 

14 Tax provision 

0 

2068 

0 

275 

105 

410 

0 

0 

1191 

1120 

15 Profit after fax 

7939 

7094 

1957 

nil 

1615 

967 

15.52 

-2099 

1255 

1101 

16 Dividends 

2«53 

2853 

467 

331 

299 

200 

288 

0 

391 

315 

17 Retained profit 

5086 

4241 

1490 

780 

1316 

767 

1264 

-2099 

864 

786 

LiabiliCaes/assets 

1K Paid-up capital 

13575 

11413 

1949 

1469 

11.35 

400 

1443 

1443 

1040 

1070 

19 Reserves and surplus 

42355 

21542 

9495 

6649 

9952 

1375 

9484 

8205 

4310 

3445 

20 Long term loans 

75214 

53489 

13602 

7533 

895 

1202 

2357 

2671 

591 

524 

21 Short term loans 

9898 

16463 

2234 

4443 

2034 

729 

378 

867 

2726 

4760 

22 Of which hank borrowings 

2762 

8750 

2234 

4437 

1534 

729 

1.33 

695 

1140 

4673 

23 On>ss fixSd assets 

126145 

98819 

19526 

13205 

10099 

3215 

7626 

7689 

3248 

3431 

24 Accumulated depreciation 

33681 

30356 

5420 

4789 

2195 

1423 

2033 

1627 

1638 

1509 

25 Inventories 

61771 

84633 

5268 

6556 

1290 

880 

2234 

2740 

7395 

8190 

26 Total asset s/1 iahili ties 

320978 

240526 

33521 

27309 

16687 

5212 

20138 

19094 

13785 

15450 

Miscellaneous items 

27 Hxcise duly 

2364 

2213 

2281 

2237 

2210 

2124 

2861 

2405 

40898 

44894 

2K (iross value added 

16750 

18303 

6871 

7036 

2867 

2287 

4192 

619 

5182 

4943 

2^ Total foreign exchange income 

22 

25 

4794 

35.57 

0 

0 

1476 

2151 

1996 

2591 

30 Total foreign exchange outgo 

90739 

178178 

2129 

2479 

24.37 

718 

1146 

1070 

397 

418 

Key financial and performance ratios 

31 Turnover ratio (sales to total assets) {%) 

53.6 

66.7 

73.6 

K4.2 

52.3 

155.8 

121.4 

95.5 

190.2 

158.8 

32 Sales to total net assets (%) 

121.9 

156.0 

90.5 

114.4 

62.3 

219.1 

179.0 

138.3 

302.6 

250.4 

33 Gross value added to gross fixed 
assets (%) 

13.3 

18.5 

35.2 

53.3 

28.4 

71.1 

55.0 

8.1 

159.5 

144.1 

34 Return on investment (gross profit 
to total assets) (%) 

3.5 

5.7 

7.7 

8.4 

14.0 

32.1 

9.8 

-9.1 

19.2 

1.5.6 

35 Gross profit to sales (gross margin) {%) 

6.6 

8.5 

10.5 

10.0 

26.7 

20.6 

8.1 

-9.5 

10.1 

9.8 

36 Operating profit to sales {%) 

9.9 

11.1 

11.1 

13.9 

29.9 

25.7 

10.0 

-6.8 

12.1 

13.4 

37 Profit before tax to sales (%) 

4.6 

5.7 

7.9 

6.0 

19.7 

17.0 

6.3 

-11,5 

9.3 

9.1 

38 Tax provision to profit before tax (%) 

0.0 

22.6 

0.0 

19.8 

6.1 

29.8 

0.0 

0.0 

48.7 

50.4 

39 Profit after lax to net worth 
(return on equity) {%) 

14.2 

21.5 

17.1 

13.7 

14.6 

54.5 

14.2 

-21.8 

23.5 

24.4 

40 Dividend (%) 

25.00 

25.00 

27.00 

25.00 

40.00 

50.00 

10.00 

0.00 

37..50 

30.00 

41 Earning per share (Rs) 

' 5.85 

0.00 

10.04 

7.56 

14.23 

24.18 

10.76 

-14.55 

12.06 

10,56 

42 Book value per share (Rs) 

41.2 

0.0 

58.7 

55.3 

74.2 

44.4 

75.7 

66.9 

45.7 

37.4 

43 P/B ratio (based on latest and 
corresponding last ycar*s price) 

1.5.7 


8.2 

0.0 

11.2 

7.4 

47.4 

-48.8 

20.8 

10.4 

44 Debt-equity ratio (adjusted for 
revaluation) {%) 

134.5 

162.3 

118.9 

92.8 

10.6 

67.7 

21.6 

27.7 

12.4 

13.4 

45 Short term bank borrowings to 
inventories (%) 

4.5 

10.3 

42.4 

67.7 

118.9 

82.8 

6.0 

25.4 

15.4 

57.1 

46 Sundry creditors to sundry debtors (%) 

6032.1 

6316.8 

82.4 

67.8 

28.3 

28.5 

382.6 

357.1 

587.4 

205.6 

47 Total remuneration to employees 
to gross value added (%) 

10.9 

8.9 

33.9 

32.6 

6.6 

6.7 

38.3 

249.1. 

25.4 

23.6 

48 Total reniuneralion to employees 
to value of production {%} 

1.1 

1.0 

9.7 

9.7 

2.1 

1.9 

6.6 

8.4 

5.0 

4.6 

49 Gross fixed assets formation (%) 

27.7 

37.4 

47.9 

10.4 

137.6 

5.8 

-0.8 

48.6 

-5.3 

— 

50 Growth in inventories (%) 

-27.01 

161.34 

-19.65 

24,.36 

46.59 

9i86 

-18.47 

-6.64 

-9.71 

— 
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lAventoms flactuiuted ai 102 per cent in 
1991-92, 9 per cent in 1992-93 and 46 
per cent in 1993-94. Sundry creditors to 
current asRcte rose by 3 percentage points 
in 1992-93 and fell by 4 |>ercentagc points 
in 1993-94. Raw matenals consumed to 
value of production fell by 9 percentage 
points in 1992-93 and by 3 percentage 
points in 1993-94. Earning per share 
fluctuated at Rs 8 in 1991-92, Rs 24 in 
1992^93 and Rs 14 in 1993-94. Net value 
lidded to value of production rose by 10 
percentage points in 1992-93 and by 1 
percentage point in 1993-94. 

The company is to take up manu¬ 
facture of optical fibre cable at its Mysore 
plant. For this it has signed a collaboration 
agreement with BICL, UK. The agreement 
i.s for producing optical telecommuni¬ 
cation cables for the Indian market. RPG 
Telecom is to set up a 40,000 fkm capacity 
unit with BICL providing the plant and 
machinery and full technical and u*aining 
support. The plant is expected to go into 
production in the second quarter of 1995 
and is estimated to cost Rs 20 crore. With 
its entry in the optical fibre cable basiness 
RPG Telecom’s position would further 
strengthen in the telecommunication cable 
maikei. 

The company plans to invest Rs 35 crore 
in the next fiscal year on its expansion 
programme. Of this Rs 15 crore would be 
deployed for increasing the capacity of its 
cable line in Mysore. It also plans to 
undertake new telecom services like paging, 
E-mail, cellular phones and telecom 
software under a 50:50 joint venture 
between RPG Telecom and Sprint Mail of 
the US. the joint venture being christened 
Sprint RPG India. The company also plans 
to raise the capacity of its JFTL unit to 10 
lakh cable km. Tliis would follow the 
completion of the current expansion from 
18 km to 24 km. Recent changes in telecom 
policy now allows Indian organisation.^ to 
take up basic services without a foreign 
collaboration and the company plans to bid 
for the same. 

P AND G (INDIA) 

Out of the Red 

P and G (India), the giant consumer 
conglomerate, has come out of the red after 
two years. Net sales went up by 34 per cent 
(Rs 62.17 crore). Operating profit by 296 
per cent (Rs 36.90 crore) and net profit by 
173 per cent (Rs 36.51 crore). Depreciation 
was higher ^ 100 per cent (Rs 3 lakh), 
interest charges fell by 10 per cent (Rs 52 
lakh)» non-operating profits fell by 109 per 
cent (Rs 34 lakh) and other income rose by 
351 per cent (Rs 19.22 crore). Short-term 
loans fell by 56 per cent. A dividend of 10 


per cent was dcclated tot the year. The 
company eaiiier shifted its loss-making 
detergent business to the wholly-owned 
subsidiaiy of P and O USA, P and O Home 
products. Though P and O India’s Aerial has 
made market share gains, the company has 
been incurring heavy expenditure on its l^and 
building. The shift of t^ marketing costs to 
Pand G Home Products allowed the US giant 
to fund its loss by capital contributions from 
the US parent. The company successfully 
implemented a voluntary retirement scheme 
at the company’s Kalwa Plant. Exports of 
Che company were down by 25 per cent and 
imports by 20 per cent^ The disruption in the 
economies of the ex-Soviet block countries 
and the prevailing recessionary trends in 
mo.st parts of Europe were responsible for 
fall in exports. During the year the com¬ 
pany purchased ‘Old Spice’ men’s toiletries 
business. 

Debt-equity ratio of the company has 
declined in the past three years from 266 per 
cent in 1991-92 to 27 per cent in 1992-93 
and 21 percent in 1993-94. Short-term bank 
boiTowings to inventories fell by 3 percentage 
points in 1992-93 and by 20 percentage 
points in 1993-94. Inventories to sales fell 
by 7 percentage points in 1992-93 and 6 
percentage points in 1993-94. Return on 
investment rose by 18 percentage points for 
the year. Earning per shaie rose to Rs 10. 
Net value added to value of production 
fluctuated at 8 percent in 1991 -92,1 percent 
in 1992-93 and 15 per cent in 1993-94. Sales 
to total assets fluctuated at 113 per cent in 
1991-92,95 percent in 1992-93 and 121 per 
cent in 1993-94. Sales to gross fixed assets 
too fluctuated at 249 per cent, 237 per cent 
and 320 per cent in the same period. 

Though production activity ceased at the 
Kalwa plant at Thane, the research and 
development department continues tooperate 
from the plant. 

GODFREY PHILUPS 

Declining Industry 

Godfrey Phillips, a market leader in tobacco 
business, has done well for 1993-94. Net 
sales were up by 6 per cent and net profits 
by 13 per cent. Operating profit was down 
4 per cent. Other income rose by 33 per cent 
and non-operating profit by 13 per cent. 
Interest charges fell by 32 per cent, while 
depreciation and taxation were up by 4 per 
cent and 6per cent, respectively. Exports and 
imports were down by 25 per cent and 23 
percent, respectively. $hoirt-tenn loans fell 
by 42 per cent for the year. Short-term bank 
borrowings to inventories fell from 57 per 
cent in 1992-93 to 15 per cent in 1993-94. 
A dividend of 37.5 percent was declared for 
theyearas againstSOper cent in the previous 
year. 


Sitodi^^ tocummt asa^ 

by 1 peicentage point for the yeaTi Sl3es to 
^ total assets rose ^32 percentage points for 
1993-94. Sales to gross fixed assets rose by 
92 percentage points. Inventories to sales 
fell from 33 per cent in 1992-93 to 28 per 
cent in 1993-94. Return on investment 
increased from IS per cent in 1992^3 to 
' 19 per cent in 1993-94. Earning per share 
rose by 2 percentage points. ' 

Sharp increases in excise duty coupled 
with inflation in costs of input led to the 
declining trend in the cigarette industry. In 
order to take advantage of the concession 
in excise duty on non-filter brands up to a 
length of 60 mm, and also to regain its ion{ 
volume, the cejmpany launched a new small 
cigarette. 

TTie tea division of the company did well 
with better .sales. The company disposed of 
a commercial plot of land at New Bombay 
and residential portion .of the company’s 
Parel property comprising 24 residential 
apartments in its project called ’Marcopolo’ 
to a nationalised bank. 

The moderiii.sation and improvement 
programme undertaken in the Bombay 
factory by the Japanese experts has been 
completed. The Re.search and Development 
activities included development of nc^v 
blends of tobacco for export, speeding up 
of the cigarette maker to enable it 
manufacture 3,000 cigarettes per minute 
(cpm) as compared to 2,500cpm previously 
and development of an alternative wrapper 
and better self-adhesive tapes. 
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|i OF LIFE, LETTERS AND POLITICS 


Victory (HI a Platter 

GPD 


It is not aggressive Hinduism which worked in the assembly elections in 
Maharashtra, but the coalition of castes; Hindutva merely provided 
the overarching slogan. 


THBinleresting thing about the Maharashtra 
elections is that the Sena-B JPcombine failed 
tomakeitto absolutemajority. As the results 
and early trends started pouring in, it looked 
as if the 'Yuti* (combine)* as the alliance 
is popularly known in Marathi, would sweep 
the,polls. This is particularly noteworthy 
inasmuch as the *Yuti* faced its exact 
opposite. The Congress was not a unified 
force. The JD, the left. theBahujan Shramik 
Samiti and all .such formations wcredivided 
again.st themselves. In these circum.stances 
Thackeray and his men should have done 
better. They have not. Four hundred thou.sand 
people at the Shivaji Park is not all that there 
is to the electoral process in our country. Of 
course, BPCC boss Murli Dcora is right 
when be says that those who think that the 
BJP-SS alliance (and by implication its 
government) would not survive long are 
indulging in pipe-dreams. Yet it remains 
true that this is no great, thumping victory 
for the BJP-SvS combine. Much less is it a 
niumph fortlte aggres.sive Hindutva doctrine 
as pleached and practised by the SS men. 
Shared Pa war has discovered that 68 per 
cent of the voters have voted for secular 
forces’. They may or may not have. What 
needs to be understood even more clearly 
is that even the 32 per cent who have voted 
for this combine have not necessarily voted 
for the Hindutva ideology. 

A sizeable section of the Maharashtrian 
vote has gone to SS mainly because tlie SS 
is still seen as essentially a party which cares 
for Maharashtrians and Marathi. Why this 
image persists might be intriguing, but that 
it does cannot be denied. The urban 
Maharashtrian has, over the last two decades, 
increasingly felt alienated fmm Uie .so-called 
metropolitan culture of Bombay. One has 
to say so-called metropolitan because it is 
difficult to see much metropolitanism in an 
essentially semi-feudal society. The 
metropolitan contempt for Indian languages 
is a typical neo-colonial phenomenon, 
something about which even a post¬ 
modernist like Lyotard felt compelled to 
spe^ in his famous writings on Algeria. 
Thackeray merely u.sed -this fact to his 
advantage* Wanting toname Bombay aiiport 
after SMvaji comes from tliat. All other 
airports (Calcutta and Madras, in particular) 
have been named after local leaders. Only 
Bomlniy mtlst pnt up with either Nehru or 
bis daughter. Opposing tius move was no 
great shaltee. We all know that naming 


international airports or anything else after 
anyone does not make the slightest differ¬ 
ence to anyone anywhere. But at no stage 
was , this assertion of identities through 
naming this or that after someone or the 
other described as what it is in real life - 
a futile exercise. It merely produces the 
opposite results. Thackeray seems to have 
understood thi.s. He went ahead and proved 
it. Pa war and his men did not get any mileage 
out of renaming of the Marathwada 
University. SS,on the other hand, announced 
its intention of getting Sahar airport named 
after Shivaji after they have won power. 
Now it is for Delhi to decide. It can turn the 
SS into a martyr if it refuses. It will turn it 
into a hero if it accede.s. This problem would 
not have been there if Congressmen had not 
been so crazy about naming eveiy thing they 
fmd after Nehiu, his daughter or her two sons. 

Maharashtra Congress (thi.s cannot be said 
of the Bombay Congress though) had been 
a unified force, which had organised some 
vital interest groups. It wa.s this Congress 
(of all the pn>vincial Congresses) which has 
effected the transition from caste to class in 
a smooth and .systematic manner. In a peculiar 
way, Maharashtra Congress had made 
politics here essentially coalition politics of 
castes and cla.s,ses. Even the SS played the 
same game. The Bahujan Shramik Samiti or 
the Janata Dal, whose leaders l(K>k to UP 
and Bihar for ideas on social development, 
failed to comprehend the full implications 
of Congress policies and what they have 
meant for political culture in the land of the 
Marathas. Tliey have end^l up paying the 
price of steady decline over the years. Tlie 
new hcTixssof UP. Kanshi Ram and Mulayum 
Singh Yadav, did not sec beyond the ir noses. 
For them the Indian world is defined by UP 
and Bihar. Nobody would deny that caste 
plays a political role. But the iiftportant thing 
was to see that succes.sful caste-coalitions 
have been based, since Y B C!havan’s time, 
on some principle outside caste or which has 
an appeal over and above caste. Feasants’ 
co-operatives and consolidation of the 
Kunbis or,^ to use Jotiba Pliulc’s language, 
of the Sudras and the Ati Sudras, in terms 
going beyond their Kunhi identity have been 
the major strategic device employed by the 
Omgress over the years. 

The SS instinctively saw this. A 
sociological account of die SS candidates 
and, of course, their supporters would 
demonstrate v^e have been arguing. 


Just think of the SC/ST reserved 
constituencies which has gone to the SS. An 
overarching slogm was necessary. Y B 
Chavan’s Congress gave it once. Now the 
Hindutva doctrine has tried to take its place. 
The limited success of the Tuti’ is to be 
attributed to the strategic device current in 
Maharashtra’spoiitics since the 17thcentury. 
If the SS had been less notorious than it 
actually is it would have done better. But 
the point to be noted is that it is not aggressive 
Hinduism perse which has worked. It is the 
coalition of caste.s which has; Hindutva has 
merely provided the overarching slogan. If 
Congressmen would have been united and 
not been caught up in their internal squabbles, 
they would have .still been in power in 
Bombay. In asense, therefore, more efficient 
and united coalitional politics ha.s yielded 
successful results. The c^nging .soclalprofile 
of the Shiv Sena over the last two decades 
has gone mostly unnoticed and uncommented 
upon. Add to that the equally unnoticed 
alienation of the Urban Mahaiushtrians. All 
this has given a victoiy of sorts toThackeray ’ s 
men. 

In a very curious way all the noise about 
Sharad Pa war’s alleged corruption has 
benefited the SS more than anybody else. 
There is that famous story of a Marathi book 
on die Sharad Pawar regime and its corrupt 
practices written by no friend of the BJP- 
SS ‘Yuti’. If anything, the author is a sworn 
enemy of the combine. Now it so happens 
that in a number of meetings of the ‘Yuti’ 
the book was on sale. It did goixl business, 
or so we hear. Our moralising liberals think 
that ‘corruption’ itself is a political issue and 
not a symptom of a larger political malady. 
When that happens, the most callous semi- 
fascists reap all the advantage. It is some 
tribute to the Sudras and Ati Sudru.s of 
Jotiba Phule that they did not let them run 
away with the tmphy. 

It is important-to sec this because some 
of our enthusiastic ca.ste-analysts had started 
to sec ‘organic intellectuals’ in Kanshi Ram. 
Mayavati and the like. Running movements 
and recognising ‘organic intellectuals’ is not 
a matter of simple arithmetic. Those who 
t(x>k the political and electoral game to be 
one of additioas and subtractions were 
beaten. The Congress did not do badly if 
you include the rebels who have won in the 
Congress tally. Their doing worse than tliis 
would have resulted in an absolute majority 
for the ‘Yuli’. The people of Maharashtra 
have demonstrated that they did not want it. 
Now it is for the others to learn some les.sons 
from this. The first lesson is that anti-caste 
politics does not mean consolidation of castc- 
antagonisms. Mal)arashtrapolitjc.s has always 
demonstrated that. The recentelectionshave 
proved this once again. The interests of 
peasant proprietors and now Hindutva have 
been the platforms. The third force did not 
emerge because there was no third platform, 
l^rhapsthatis the moral of the ‘Yuti’ victory. 


ftiA Aiiirn 1.199$ 


657 



COMMENTARY 


I 


Cdlapse (rf Barings Bank 

Case of Market Failure 


A S Bhalla 


The black and white view of the state vs markets is clearly exaggerated. 
Recent development debate has over-romanticised the snccessfid role of 
the market and the private sector in promoting growth and reditcing 
inefficiency. The collapse of Barings Bank is proof of this. 


IN the 19S0s and 1960s. economic policies, 
government interventions and controls were 
seen as measures (04) vcrcoinc m uricet failures 
or imperfection. There wu.s rarely any 
mention of government failures. In today's 
world, the oppo.siie view prevails. All 
economic ills arc ascribed U) government 
failures and faulty macro-economic and 
sectoral ptdicics. Market forces, free from 
government action, are now deemed the 
necessary means to promote ccimomic 
growth and efficiency in resource allocation 
and utilisation. Public sector and state 
enterprises arc disappearing and privatisation 
is on the ugenda of mo.st. if not a 11. cou nlrics. 
Protagonists of the market approach 
recognise tliat market failures do ix^cur but 
argue that they are less frequent than 
government failures. We argue that the 
pendulum has .swung to the other extreme. 
Tlic black and white view of the stale vs 
markets i.s clearly exaggerated. The mecnl 
development debate has over-romanticised 
the successful role of the market and the 
pnvatc sector in promoting growtli and 
reducing inefficiency. Tlic recent collapse 
of Barings Bank would seem to support out 
argument. Poor management and conliol. 
lack of accountability, the ub.sence ot clear 
goals and a strategy, lo.ss-making * all the 
f acu>rs which are invariably associated with 
public sector activities -- seem to have led 
to the downfall of a pnvatc hanking o{x:ru( ion. 

Tlie fall of socialist governments in the 
former Soviet bloc has encouraged some to 
believe that histoiy has given a clear verdict 
in favour of capitalism and free enterprise. 
If state and bureaucracy have failed, docs 
it follow that market mechanisms involving 
laissez fetire arc necessarily superior? In the 
Ko-cullcdmarket economics, both the pt)wer 
and limitations of the mai-kel have tiecomc 
clear. The collapse of Barings Bank is yet 
another prix>f of the limits of the market 
especially when it is allowed to function 
without any guidance or rules of the game. 
Thus, a widespread belief, under the new 
political ccvmomy framework, dial die market 
system and privaic sector are more efficient 
than tire non-market system remains open 
to questivni. 


Makki:! vs Non-Makklt Faii.crks 

Tlie collap.se of Barings Bank (the oldest 
merchant bank in the UK) is a concrete 
example of market failure which is our 
concern here. We w’ish to explore whether 
this failure was a case ot poor managcineiU 
and lack ol contiol and supcrvisiiMi, factors 
which ua^ invariably uttributed to public 
.sector enterpi i.ses. Tlierc i.s aUo the possibility 
that management received inadequate (or 
false) information .so that it did not act to 
avert disaster in time. A major cause iif (he 
bank’s collap.se seems to have been the lack 
of acc4>untabili(y and excessive risk taking 
on the part of its young derivatives trader. 
Lccson. ha.scd at (he Singapore office of the 
bank He was given a free hand to act on 
his own widuHJiany approval by h is sufKnois 
and presumably in violation ol banking 
practices. 

In presenting a theory of non-market (or 
government) failures. W(»lf (19')()) lists 
several reasons foi sucM'ailures; (i)dilTiculty 
in measuring non-market outputs 
inili ivrulenlly of inputs, (ii) prohlcms m 
dctcrinining the quality of this output, and 
(ill) an absence of suitable mcchamsms 
(similar to a market test) foi terminating 
unsuccessful non-market activity. He argues 
that unlike die market case there are no 
pmssures fot cost-cuttiiig. Ncin-marketf uiluie 
may occur due to a rise in costs and 
overstaffing of bureaucracy, as in the case 
i)f state or public enterprises. Competition 
and the profit motive, the two Iaci4>rs which 
explain cost-cutting in the market ca.se. arc 
missing in non-market activity. In the absence 
of market 4)r consumer response, tlieiv i.s lU) 
incentive \o devise standards and pursue 
goals which W4)uld achieve the public ginul 
at low cost.' 

Market failure. 4>n the other hand, is 
generally known to ticcur when resi>urcc 
allocation is not optimal andacharigc W4)uld 
improve the welfare of all consumers without 
making anyone worse off. Market distortions 
resulting from mixHipolistic and 4digopolis- 
tic situations und cxlcnialities may account 
for such sub-optimality Oovcrnmcni' 
intervention is sometimes defended to 


overcome the negative cimsequcnccs of 
market failures by eliminating price 
di.stortions, promoting competition by 
breaking down monopolies, and developing 
and fostering institutions which strengthen 
the functioning of factor and pnxluct mt^ets. 

In this paper, we attempt to show that the 
collapse of Barings Bank is a ca.se of market 
failuie iKcurring in the same way as does 
non-market failure. Tlic factors contributing 
to the bank’s collapse were precisely the 
absence of appropriate mechanisms of 
control and supervision, poor quality 
muiiugcmcnt and a failure i4^ terminate un 
unsuccesslul activity despite frequent 
warnings (equivalent tocv>nsumcrrc.sponsc 
(t /r/Wolf)- factors commonly attributed to 
ii4m-markcl failures. Banking operations, as 
distinct from manufacturing, arc similar to 
tlu^sc of non-market activities m (hat output 
and pr4Kluciivity cannot be easily dciermiiiecl 
iiidcpeiulcntly of input and problems aic 
encountered in determining the quality ot 
the 4>u(put. In addition, the Barings case, in 
particular, highlights the risks involved in 
the lack of accouniability in lutuies trading' 
which bleeds recklessness in ihe absence ot 
ailequ a le ex m Irols. W e slu > w th a I ci mipeti I ion 
and incentives, the two tactors dial arc known 
loc4)niribuic to efficiency and gix^wih in fact 
led l4> the collapse 4>rBanng.s Competition 
Ixjtween the Osaka .SUKk F.xchangc (OSH) 
and the Singapore Stiick Hxchange (SIMHX) 
deterred them Irom c4)-opcniiing and sharing 
information whereas big incentives to the 
trader in the form of exorbitant bonuses led 
to reckless nsk taking and eventual downfall 
of Barings Bank. 

Can governments and global institutions 
afford the risk of Iree markets gone amok ’ 
The answer is lui if one C4>n.siders that h4i() 
a.similar di.sasier struck a much larger bank, 
the consc()ucnccs could have been culamiU>U'« 
for financial markets rhrougluiut the world 
Tlius m the light of ihe Barings experience, 
addressing market failures seems particularly 
relevant. It begs the question whether tighter 
regulations and cxmtrols and timely 
interventions cinild have averted llwdisaster 
While the job of govenimentN may not be 
(o prevent n.'ik taking in the market 
it must still guard against such risks having 
adverse global repercussions whieh might 
affect (he wider public interest 

BAhiNas Bank: A Bkim* HtsrtHcV 

Barings Bank was established in 
in 1762 by Francis Boring. The bank -'! 



to ilie rftfiid j^roiytb of imenuitiiinal trade. 
Tlm^ugh two ccntMriCK tlie hank finaiwod (he 
development of the Briti&lt empire in Axia 
aedlhe Far Hast. It provided cash that helped 
Brilixh cixnpanies to proniiite uude with 
India and odier parts of eastern Asia. 

The bank also financed British military 
Operations overseas^e g. Uic war i)f American 
liidepcndence and wars with France, and 
provided loans to ilie Pi>rtugucsc to pay off 
tlicir war debts. In 1 HO.l. it helped (o finance 
the purchase of l^ouisiana Teniloiy* by the 
US. In 1R08. the Duke of Wellington 
cancelled part of a French loan. I n diis context. 
Due de Richelieu is known to have said; 
‘^Tliere are six great powers in Huixipe: 
Rngland. France. Prussia. Austna. Russia 
and Baring Bnuhers''. 

During the I9ihccnuii*y. rnositifBahngs’ 
business was in l.atin America, particularly 
in Argentina and Uruguay In 1 KQ<). Barings 
lost miUionsot pounds .sterling in Argentinian 
loans. Tlic bank had financed several scheinc.s 
in Argentina, notably, (he Bucno.s Aires 
Water Supply and Drainage Company. But 
a combitialiim ot '^financial maludminisi- 
wrationand i’mjIiiicuI revolution left Barings 
drcudlullycxpi^scd.. “‘ByNi>vcniber 18%, 
Barings Bank was about £ 9 million short, 
an amount that was three times tiie si/c of 
the bank scaiMtal. This shortage is estimated 
at about 12^0 million in present-day values. 
At that time, the Bank of Knglarul supervised 
a ctm.sorlium which rescued Barings. 

Barings recovered form this crisis and 
gradually rcstoi'cd its influence in the City 
of I -ondon. It continucil to he run by mem hers 
of the Barings family and was owned by a 
charitable foundation - the Barings 
Foundation. 

In the 198()s the bank built up a substantial 
securities business in the emerging markets 
of the Far Fast ahead of most other banks. 
Baring Secuntics was known to be a loading 
equity broker in Asia and Latin America. 
Anotlicr arm of the bank was the luiul 
management operation. Baring Asset 
Management, with over £ 30 billion in funds 
under management, moved heavily into 
eastern Huri>pe. For the former Soviet Union 
alone it raised S IHO million worth of 
investments. Tlic ihiixl major operation of 
Barings Bank was in mergers and 
acquisitions. After S G Warburg, Barings 
handled the largest amount of acquisitions 
in Kurope in 1994, with 29 transactions 
accounting for a value of $ K.7 billion 
according to Securities Data.' 

Barings was reputed for corporate finance, 
us.set management and trading for clients in 
emerging markets, it did not have much 
experience in making money by trading on 
its own account (orpri>prietary trading). But 
it is precisely this pi‘oprictary trading by 
l^son that led to Barings' collapse. 

Ajt die end of Fehruaiy 199.^. Barings 
Bank isuffeiied losse.s to the tune of £ 860 
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million (S 1 4billion). Barings* management 
hoped that (he BunkofEnglaiul would come 
to Its rescue us it had in 1890. but this time 
it did not. arguing Uiat tax payers' money 
should not be u.scd to cover the failures of 
a few speculators Instead, the market was 
allowed to take its own course. Barings was 
unable to raise private money from other 
bunks to recapitalise it mainly because the 
si/e of Baring.s' positions in the Japane.se 
derivatives contracts deterred banks. Tliey 
were unwilling to take on these contracts 
without a fee or a guarantee from the Bank 
of England that it would cover further 
losses. Administrators were appointed as 
caretakers of die bunk which was eventually 
bought overhy ING. a Dutch financial gioup. 
However, ING did not buy Barings' holding 
company wliich may he liquidated. Tlius 
ended infamsmsly the 233 years of Baring.s' 
history. 

Story of thr C<ii.i 

Tlte collapse of Barings Bank ts^issociated 
with the name of u singlctmploycc, N icholas 
I^eson. In i 992. l^eson was upporntc^d head 
of settlemufeit in Bariniss Sin^amyre witere 


his outstanding succes.s )cd to his additional 
appointment as head of trading. At most 
other banks, die two functions are separated 
Combining them allows a trader to settle his 
own deals and. as happened with l.ceson, 
enables him to hide the risks he is taking 
and any losse.sincutred. Lec.son operated on 
(he Singapore International Monetary 
Exchange (SIMFX) and on the Tokyo and 
Osaka stock exchanges. His duties included 
liKiking after the gt\>wing derivatives market. 

Derivatives are financial instruments like 
futures and iiplions whose value is derived 
from an asset such as a commodity (e g, 
cocoa), bonds, shares or cuncncics. The 
price i>f thc.se assets tiuctuatcs a great deal. 
I3crivati ves ci wer all trading out side the spot 
(cush)marke(s. including futures and ofilions 
markets, swaps, and stock index options * 
Futures and options are the simplest ol 
derivatives which specily an agrecrneiil to 
buy or sell a particular asset at a certain price 
on a defined future date. Tlie more complex 
forms of derivatives are based on complex 
mathematical formulae which enable 
spcculativcfwofil-making (iimugh wklc gaps 
between outlays and potential rewards. 
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’mtt.kAiidiy dcn^gned >> 
ninc^ fii ti}vc9fqr"« tltk in font^movi^S 
gi)6b«i iniokets**. Derivulives are easier and 
qiddcfa*thvestiiients thanbcm^ 

^ich explaina why their nge has grown so 
fast. While they can be used to assume a lot 
oi risk quickly, they have the advantage of 
providing the kind of liquidity that enables 
the risk to be laid off equally fast. However, 
they can becomecompUcated and sometiines 
treachcfous financia] investments.^ 

Mostof Leeson's losses came fiom trading 
oidinaiy derivative mstruments based on the 
Japan^g Nikkei-225 stock market average. 
He was algo trading contracts on Japanese 
bonds and interest rates. His strategy was 
to make money through *arbitraging* - 
taking advantage of differences in the prices 
of Nikkei-225 futures contracts listed on 6c 
Osaka Securities Exchange (OSE) and the 
Singapore Monetary Exchange (SIMEX). 
He bought futures contracts in OSE, betting 
on their rise here (*going long') and 
simultaneously sold them on 6e SIMEX 
betting on 6eir fall ('going short') there. A 
similar gamble on the NUckei-225 futures in 
September 1994 paid off when Leeson 
allegedly earned Barings S 150 million by 
6e end of 1994. Only 6is time Uie Nikkei 
fell and wi6 it Leeson's strategy which had 
gambled on its rising (see the figure). For 
it to pay off, 6e Nikkei had to stay in 6c 
18,500-19,500 range. But on January 23, 
1955 following 6e Kobe ear6quake, the 
Tokyo stock market plunged 1,000 points 
to under 17,800. In an apparent bid to push 
6e market up, Leeson went on a massive 
buying spree m the hope 6at it would push 
up 6e Nikkei futures market, but to no avail. 
Leeson's huge losses .seem to have arisen 
as a result of his failure to hedge his positions. 
Instead, gambling on a rise in the Nikkei- 
225 stock market average, he continued to 
buy and bis unhedged positions escalated to 
6e point 6at by February 23, when 6e 
nature and scale of his operations became 
known, he had incurred a loss of nearly $ 1 
billion, which exceeded 6e bank's capital. 

The chairman of Barings Bank believed 
6 a conspiracy theory in which Leeson 
would have colluded with a partner to 
bankrupt the bank. This theory assumes that 
Leeson built up a long position at Barings 
by buying which was so great that the bank 
could not remain solvent. The partner 
meanwhile would build up a short position 
which when the bank failed, would give the 
partner profit which could be shared by 
them, There is no clear evidence in support 
of such a conspiracy thesis. It may well be 
<|^^6e chairman of Barings presented 6c 
to divert attention away from 6e 
>inftttegemenc's incompetence. 

Causos op Marke! Failure 

conclusions can one draw about 6e 
causes of 6e above banking failure in 6e 




of a cairiioiia faiiia^ *otii^ 
longhtatoiyaiidtraditkm?Wbatd«^^ 
the colliqMus of the baidt created in the UK 
financial market and in the world ftoancial 
maiket?It isclaimed6itlbeie has been little 
if any bssof confidence in these maikets. 
Peihaps it is true because Barings was a 
relatively small bank* anil^siiigle incidenl 
would not have shaken i6e worid financial 
maikets. But imagine if a bigger bank was 
involved and a few such market failures 
occurred simultaneously. That would 
probably send ripples throughout 6e world. 

(1) Management Failure 

Gross incompetence on the part of 6e 
bank's management at its headquarters in 
London seems to be one of 6e principal 
explanations of the market failure. There are 
several examples of this management lapse. 
First, Barings' top management ignored 
warnings from Leeson's supervisor at its 
Singapore office. In March 1992, James 
Bax, director of Barings Singapore, warned 
headquarters in London about a possible 
disaster. He wrote: "My concern is that once 
again we are in danger of se6ng up a structure 
which will subsequently prove disastrous 
and wi6 which we will succeed in losing 
ei6er a lot of money, or client goodwill, or 
bo6," 

Secondly, in August 1994 an mtcrnal audit 
at Barings Bank warned 6e management 
against "the excessive concentration of 
power" in Leeson's hands, particularly 
allowing him to control both trading and 
settlements, which could lead to "error and 
fraud". This warning was ignored; so was 
arccommendation to restructure the futures 
business of the bank. The head of the 
derivatives business at Barmgs' London 
headquarters (who was Leeson's boss) 
convinced the board of directors 6at 6ere 
was no6ing to worry aboutdespitc warnings 
from their own colleague in Singapore and 
warnings of others in 6e banking business. 

Thirdly, Barings' managers apparently 
failed to spot or did not react to 6e huge 
amount of cash thatBarings Futures paid out 
to bo6 SIMEX and OSE to support its 
futures positions. In fact, the bank's 
headquarters m London continued to transfer 
funds to Leeson to cover bis margin calls 
to keep his position open even when he was 
clearly making big losses. It is reported 6at 
in six weeks from mid-January till 6'e end 
of February, 6e management m London 
au6orised a transfer of £ 569 million to 
Singapore to pay for 6e margin calls and 
original transactions. a|q>arently wi6out 
raising any questions. A possible explanation 
is that management believed 6e money 
transfers wereon behalf of aclient or clients. 
This amount is well aboyb the equity capital 
6at European Union rules allow in any one 
investment wi6out the ^iproval of the B ank 
of England, Large sums were honowed by 
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Colombiandnig bttonsdott'tlh^^ 
ofmoneyafibunderi^riutafewsig^^ | 
Even wtien negotialioas were b^g lteld ’ 
wi6 6eBank of Englasid:toie$ciie Barings, 
its deputy chairman did not feel 6e need for 
replacing a m^agement which bad ptrived 
so utterly incompetent. 

(2) Informatum Failure 

The theory of non-market fatlme attaches 
a lotof importance to inadequate information 
as one of 6e causes of such feiliue. In 
contrast, markets and prices are applauded 
forensuring adequate flows of mfonnatipn j 
on, supply and demand. Milton and Rose ' 
Friedman noted: 

prices perform 6ree fiincttons in organising i 
economic activity: first, they transmit 
information; second, they provide an 
incentive to adopt those methods of 
production that are least costly...; third, they 
determine who gets how much of the 
product... One of the beauties of the free 
price system is that the prices that bring the 
information also provide both an incentive 
to react to the information and the inean.<i 
to do .so.^ 

Of course, in actual practice markets do 
not function perfectly as is assumed by 6e 
above citation. Actual prices do not always 
reflect scarcities of factors and products, 
consumers and producers do not enjoy equal 
access to information about producU and 
markets. In explaining non-markbcfailures. 
Wolf cites information acquisition and 
control becoming an end in itself, leading 
to influence andpower. While he recognises 
. the role of information in imperfectly 
competitive markets he concludes 6atprice 
competition keeps cost inflation in check. 
Stiglitz notes that much of the production 
m most advanced economies is not mediated 
through maikets; instead in occurs "wt6in 
large corporations each of which is the size 
of at least 6e smaller of the LDCs",* 

The Barings case shows 6at information 
failure accounted for lack of timely decisions 
and subsequent collapse of 6e bank. Did 
Leeson, the ‘rogue trader' withhold 
information from the management toexercise 
authority, power and autonomy? The 
management of Barings Bank in London 
claimed 6at be did al6ough, as we noted 
above, Leeson's superior.in Singapore had 
already warned 6e headquarters in writmg 
about Leeson's activities and 6c dangers 
involved. The news of Barings' massive 
purchase of derivatives contracts was 6e 
subject of intense discussions in New Yolk. 
Tokyo and other finandal maikets fbrsevend 
weeks before 6e bark's collapse. It is 
6ereforeiiiconceivahle6attlmmaiia|^ 
did not have any information. Fhrtiiermore, 
as we noted above, 6eBariiq|^' taqad^^ 
in London advanced cash td Singapore to 
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what Wtcii wmg? 

It^ippeir^ tbiit the maaag «t leagt 

pfl^aliitforpiatk^ about Lei^n’si activitiea 
butibey i$UOied the ririca involved 
inveatment banker at another finn in London 
claimed that 'there v/aa no doubt that the 
managemernknewaboutthiK trade'* and that 
''the individuals he knew were also aware 
of jt'\ The lack of intervention, despite 
available information and concern, seems to 
be due to sheer greed for making money to 
pay the bonuses following the black Sunday. 
Apparently, Barings' management told the 
Bai^ of England that they needed £ 100 
million for the bonus payments. 

By the end of 1994, Leeson had earned 
Barings $ 150 million, for which he was 
rewarded with a handsome bonus. Thus, the 
management's blue-eyed boy seemed to 
enjoy their full confidence. The cautious and 
conservative Barings seems to have thrown 
caution to the wind in the hope of reaping 
big dividends. 

What the Barings management probably 
did not know is that the trading was not 
being done on behalf of a client, but instead 
involved the bank's own capital. Further¬ 
more. it may not have known that the bank’s 
positions were not hedged or balanced by con¬ 
tracts on sell orders in the futures market to 
limit the eventual loN.se.s from the buy positions. 

Leeson may have held back information 
fnim them anagement for fear that the transfer 
of funds that he reque.sled from London 
mightbe stopped. AlUiough it seems unlikely 
thathc acted alone, if he actually did. he gave 
the impres.sioit that his influential clients 
were behind him. He may have spread mis¬ 
information that he was acting on behalf of 
big clien^ ifl order to create credibility for 
an unusually risky action unexpected of a 
small and conservative bank. 

Why did the Tokyo or Osaka Stock 
Exchanges not offer information when they 
were concerned? It appears that the 0.saka 
Slock Exchange knew that the Barings’ 
position was bigger than (he rest of the 
market put together. This was unusual for 
a small bank. As the Osaka exchange is a 
competitor of SIMEX in Singapore, it was 
reluctant to express its concern. Here is a 
dear case of information failure in an 
imperfectly functioning competitive market. 

(3) Cock of Accountability, Supervision and 
Comwl 

Barings Bank and Leeson are noted to 
have ignored the internal risk-management 
procedures which the Bank of England had 
exhorted the batiks to tighten.^ In October 
1993, thechainnaiio'f B arings^ Feter Baring, 
noted (at the launobing of the hank’s joint 
Venture in dorivatives with the Abbey 
Natiomd of the UK) t^tat ''derivatives need 


beijieve that ^e do that 
(faster struck Barings becaqse it seems 
that it had no clear c<2q(porate strategy to 
provide risk management and control in the 
rather new venture of derivatives. It is well 
known that derivatives are arisljcy business. 
Anumberof guidelines already existonhow 
derivatives risks should be managed. The 
roost recent set of recommendations on this 
issue made by a think-tank, The Group of 
Thirty, appeared in 1993. Many of these 
recommendations were ignored by Barings. 

The chairman of Barings pleaded that 
controls were difficult. To quote him: 

It is a cliche in our industry to say we are 
all vulnerable to frauds. It is very difficult 
to impose control systems that are so 
draconian that people who should have the 
responsibility to act in atiustworthy fashion 
should nonetheless have people looking over 
tbeir shoulders on a minute by minute basis, 
to make sure they don't conce^ the evidence 
of their transactions.'‘ 

Inexperienced traders like Leeson are 
generally granted considerable freedom and 
autonomy to take quick decisions. To some 
extent, this is justified by the nature of 
futures trading. Butitappears thatinLeeson's 
ca.se. lack of accountability and control was 
linked directly to the cavalier attitude of the 
bank's management. As noted above, 
management ignored the waming.s of the 
auditors against the dangers of Leeson's 
speculative activities which did not follow 
banking piactices. Hie bank is said to have 
broken the most elementary rule by allowing 
I.ecson's actions to remain unsupervised or, 
monitored. 

Apparently, there was no control 
mechanism; the bank lacked an independent 
risk-management unit to provide a check on 
fjccs(*n’s activities. 

There was a further organisational factor 
that allowed Leeson autonomy and freedom 
of action. As noted earlier, despite his 
inexperience, Leeson controlled both trading 
and settlement in the Barings Futures unit 
in Singapore which few reputable financial 
institiitions would permit. 

The lack of regulation and control is 
noticeable at three levels: (a) at the level of 
Barings, (b) at the level of the national stock 
exchanges (in London, Tokyo, 0.vaka and 
Singapore), and (c) at the international level 
It appears that Barings were planning to 
replace Leeson’.s dual role in trading ^d 
settlement by new derivatives department. 
The hank is known to have hired a risk 
manager fri>m the US to advise it.'* 

It is reported that in the wake of the 
Barings collap.se, SIMEX proposes to 
"require member firms to ensure that the 
head of the dealing section does not take 
charge of the settlement section and that 
proprietary traders should not handle 
customer busibcfut."'’ 


There aeents to have be^n little eo- 
between the Singapore, Tokyo 
and Osaka exobanges, or between naticmal 
regulators such as the Banked England and 
tbemonetary authority of Singapore. Yettfae 
increasing globalisation of the financial 
markets points to the need for such 
international co-operation. One can expect 
rival exchanges liot to share information. 
B ut government financial regulators should 
in principle be more open to exchange 
information. 

But increasing globalisation and the 'end- 
of-geography* challenge makes regulation 
of derivatives markets problematic. This is 
because a financial product (e g, futures 
contract) can be traded in several locations 
which makes demarcation of regulatory 
responsibility diffrcult. O'Brien (1992) raises 
thequestion whether "afutures product based 
on a market index is a stock product (to be 
regulated by the stock market regulator) or 
a futures prc^uct (to be regulated by a futures 
regulator)" (p 24).*^ While they arc both, die 
problems of rivalry between the stock market 
regulators and futures regulators make 
identification and location of responsibility 
very difficult. 

Apart from efficiency, non-economic 
mechanisms need also to be put in place to 
ensure checks and balances. The Barings 
story clearly indicates that such balances are 
not automatic in imperfectly functioning 
markets. Two suen non-economic 
mechanisms or criteria of evaluation noted 
by Wolf (1990) are: (a) participation and (h) 
accountability. Participation is defined as 
"the degree to which people who arc 
affected... by a given choice between markets 
and governments, participate in the planning 
and implementation of the choice" whereas 
accountability i.s defined in terms of "the 
degree to which the outcome of a market 
ornon-markcl choice is subiect to arigorous 
process of evaluation and postaudit 
concerning its effectiveness and 
acceptability" (p 128). In the market case, 
consumer choice, purchasing power, 
marketing and advertising, etc, determine 
participation and accountability, whereas in 
(he non-market context, it is the people’s 
' voice and voles' that influence these criteria. 

Docs this analysis apply to the ca.se of 
banking represented by Barings? In this 
case, the con.sumcrs, the clients and 
depo.sitors, had even less information about 
Leeson*s trading activities than the 
management of Barings. Thus their 
regulatory influence was minimal in the 
absence of adequate information. It is 
questionable whether the 'voice and votes’ 
of a large number of clients and depositors 
can ensure accountability. In the Barings 
case, the board of directors who acted on 
behalf of the depositors failed to impose the 
accountability criterion. Yet in other 
situations, consumers arc in a po.sition to 
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exert}$e cbcclc$ andbalancesi. Wolf citei^ the 
cajte of Coca Cola Company to show the 
relevance of * voice and votes ’ process to the 
marketcasc. In 1985, the a>mpany introduced 
a sweeter beverage to which an important 
segment of customers reacted negatively. 
The company's top management bad to 
backtrack and.change its strategy. 

(4) Big Incentives for Risk Taking 

Public sectorenterphses arc often criticised 
for lack of adequate incentive.s and rewards 
s 7 stem which leads to inefficiency and losses. 
Market enterprisc.s are said to perform 
efficiently because of a better incentives 
structure. The collapse of B arings B ank .seems 
to sugge.st that unduly big incentive.s may 
also cany a very high price. 

Very big incentives to traders in the form 
of lavish Ijonuscs encourages them to take 
greater and greater risks to make more and 
more money. The salary system is also such 
that it offers incentives to gamble wildly 
with other people\s money. Tlie .salary and 
Ijonus system breeds a vicious circle in which 
incentives encourage greed which in turn 
leads to reckless risk taking. 

Clearly tlic big incentives arc meant to 
compensate for high risk taking and for 
scarce expertise of the ri.sk taker. The question 
is not whether these incentives are bad but 
in many cases, whether they are excessive. 
The dilemma lies in where to draws the line. 
Regulations, implementation t»f banking 
practices and control of traders and stock 
exchanges are the means to ensure that the 
extraordinary incentive system does not lead 
to recklessness and chaos. 

Some rules of the game are clearly needed 
to prevent gambling from getting out of 
hand and in turn to prevent financial 
markets, both national and global, from 
being destabilised. 

ljiSSt)NS H)R FiTrnRE 

One clear-cut lesson to be learnt from the 
Barings debacle is that proper rules of the 
game and checks and balances arc needed 
to regulate and oversee risky ventures in 
financial markets. This is essential because 
a failure of a large financial institution 
(especially when it is large) could trigger a 
chain reaction. Although this did not 
happen afterthe collapse of Barings, it could 
have occurred if a much bigger bank had 
been involved. Rcpcrcu.ssions fn>m a chain 
reaction arc no longer likely to be confined 
to national boundaries. Thus, while internal 
rules and prcKcdurcs are nece.ssary. they 
are not sufficient. With the increasing 
globalisation of financial markets, inter¬ 
national regulators are also essential. 

One important le.sson to be learnt from the 
Barings collapse is that.internal rules and 
regulations need to be better enforced. These 
rules need to apply not only to the internal 
functioning of the banks, hut also to the 


stock exchanges. Over time, the banking 
industry has evolved from narrow banking 
of lending money in traditional areas to 
securities, derivatives and other non-spot 
markets. 

A second lesson to be drawn is that moral 
hazards are growing in the domain of the 
financial markets. The collapse of Barings 
is only one of a number of similar cases 
during the past few years (e g, tlie collapse 
of the Bank of Credit and Commerce 
International (BCCI)), the failure of the 
German bank Bankhaus Hertstatt, the stock 
market crashes of 1987 and 1989 and the 
current crisis with the Credit Lyonnais of 
France). What explains thc.se collapses? Is 
it that consumer behaviours? la Wolf im ptoses 
le.ss and less of a check on hanking practices? 
Depositors' risks arc covered by deposit 
insurance which perhaps reduces their 
incentive to monitor banks. 

A third lesson is that greater international 
co-operation is necessary between different 
regulati^rs in the financialsyslcm. In the case 
of the Barings’ collapse, the regulators in 
Japan, Singapore and the UK seem to have 
been ineffective and non-co-operative The 
exchanges in Singapore and Osaka also did 
not exchange information because they were 
competitive. Some minimum international 
rules of the game are needed for these 
regulators. Can the Bank of International 
Settlements (BIS) provide such rules? Tlic 
BIS has already set capital adequacy targets 
which have been accepted by the Group of 
Ten countries Can similar rules of the game 
be developed forrcgulating the slexrk markets 
and the derivatives business? 

Tlie Barings story suggests that the fault 
lies not so much with the fini ncial 
instruments such as derivatives as with the 
lack of internal as well as international 


$uperVixioii andccmttol- At the nidionel level, 
governments and tegtilatory fifi|inciai 
institutions need to ensure a cheek on the 
fragility of the financial markets. 
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feopWs Struggle against DuPont in Goa 

Gary Cohen 
Satinath Sarangi 

The people^s struggle against the DuPont Nylon 6.6 plant in Goa. so 
far successful, is remarkable for many reasons, not the least being us 
grass roots nature combined with its extensive information base on 
DuPont and the chemicals which are to be manufactured and used at 
the plant. 


FOR seven years. DuPont has tried tt) build 
a synthetic nylon 6,6 factory in Goa, India's 
smallest stale, tocapture the h<x>ming markcl 
in automobile tyres To overcome India’s 
longstanding prohibition against foreign 
c^>mpanies being majority owners in Indian 
businesses, DuPont took on Thapar, a 
prominent industrial company, as its Indian 
partner. In 19K5, tlic new pailnership, Tlupiu- 
DuPont (TDL), identified the village of Kei i 
30 miles from the state capital <^1 Panjiin, as 
the site for its future nylon factoiy. Tlu: slate 
economic dcveUipment corporation agreed 
to use its authority under the national Land 
Acquisition Act to take tlic land Irom (he 
local co-operative, then lease il back to TDI, 
for a nominal rate^’in exchange foi a minoiity 
share {11 pei cent) in the project. The state’s 
participalitrn alstr guaranteed the company 
discount rates for watei and cJeciiicity 
hixikups 

Over the next sever al years TDL managed 
to build a road to a bulldozed plateau, where 
they constructed severed administrative 
buildings, dug bore wells tor water and put 
up a huge billboard at the front gale that 
greeted the occasional visitor: ‘Thapar- 
I )uPont. We Bring GihxI Thing to Life ’. For 
many years Itrcal ofippsilion to the factory 
wa.smutetl, principally because TDLclaiiiicd 
Its production process was pollution free, 
TDI. spiikesperson Rita Heckrolte went so 
far as to say that “making nylon 6,6 is like 
baking a cake. Here is the flour and there 
are the eggs”. To bolster Us claims, DuPont 
tiKik out a full page ad in a Goan newspaper 
in which TDI. president Lugene Kreuzlxrrgcr 
reiterated tlic company’s environmental 
policy, “we will not handle, use, sell, transport, 
or dispose of a product, unless we can do 
in an environmcntJilly sound manner”. 

l^al activists, organised under the Anil- 
Nylon 6,6 Citizen’s Committee, remained 
sceptical of Dupont’s claims. With 
information collected from US-based 
environmental groups, the community pieced 
together a vciy different picture of the Du Pont 
company. According to a Friends of the 
Harth report entitled ‘Hold the Applause’, 
DuPont was the most polluting company in 
the US in 1989. While DuPont was the ninth 
largest US corporation, it produced more 
pollution than magazine’s other top 


ten. Additionally, inL)rmation from the 
National Toxic.s Campaign documented how 
DuPont continued to produce chloro- 
llut^'ocarbons w'hich destroy the ozone layer, 
and leaded gas«.»linc, which causes brain 
damage in children, long after research 
showed the dcstru; live effect^ of those 
chemicals 

The final straw came at a public meeting 
in October 1994 aUended by company 
officials and elected members of flic five 
local panchayat.s (village councils) from 
villages sLinounding the facuw. Under 
mtcn.se questioning by Anil Desai, a local 
born cancel .spcc^ialist living in Lodon.TDL 
for tile first tune admitted that its factory 
would cause pollution Local opponents 
presented documents that showed that adipic 
acid and hcxainclhylrne diamine (HMDA), 
lire priinarv c hernicals u.scd in the nylon 6.6 
process, w'crc clas.sificd hazardous 
substances by ihc US g(weimncnt Tlie 
panchayals also raised the i>hjcction that the 
2,50,000 litres of waici icquired daily to run 
tlic factory would drastically iower the water 
table and make local agncullure impossible 

Shoilly after thiN meeting, all five 
panchayals voted to reject tlie pi\>poscd 
factory. Popularoppodtion also intensified 
Villagers c»UTiplained to the panchayats that 
they could not honoui their ancc.stors since 
TDL controlled the land where the local 
cremation gniuntl had been located for 
generati()as. After issuing an ultimatum io 
the govenimcnt to tear down an illegal houn 
daiy wall that TDL had constructed, local 
people took matters into their own hands, ()n 
Dussehraeve, hundreds of villagei's nmrehed 
to the site, bearing sticks and torches Wiihin 
two hours, they completely dcmodished the 
boundaiy wall, torched the guard shed and 
ripped up the t.irmac nnid leading to the 
faclofy. Excava.tirs, bulldozers and other 
coii.^truction equipment were also disabled 

The government response wa,s avifl and 
severe. The police jailed theentirelcadcr.ship 
c)if the anti-Nylon 6,6 movement under the 
Terrorist and Disruptive Activities Act 
(TADA). Tlie court disallowed this use of 
TAD A, which is meant to imprison people 
threatening the security of the Indian stale. 
But by now the bairle lines were clearly 
drawn. 


By November 1994 the atmosphere in the 
sleepy jungle highland area had taken on a 
cold war-like tension. Police van.s parked 
along the namiw roads leading into Kcri and 
Savoi-Verem villages. TDL hired more than 
75 .security guards to camp out at the factory 
site. Meanwhile, local village men guarded 
the entrance mad.s to Uie site and monitored 
any outsiders coming to the area. Villagers 
also instituted a total bt>ycoir of the project. 
Shop.s refu.sed to sell any food or .supplies 
to anyime working al the factory. When one 
of the k*cals tm)k ii jo(> with TDL as a public 
relations officer, his family was completely 
shunned by the villagers. His wife soon 
forced him (o resign. 

The opposition movement was also aided 
by several key allies, 'flic G(xi Foundation, 
Jin envii'onmentai organisation led by Claude 
Al vares. filed a writ in the Goan HigbCourt, 
challenging TDL for violation of several 
national and slate law's. Fust, the wnt alleged, 
the government violated the l^id Acquisition 
Act because land purchased under this law* 
can f)nly be used for public purposes and 
cannot be “ahu.scd lo acquire land for a 
company” Once dieguiiy purchased, TDL 
failed to get necessary' legal clearances undei 
various cnviommcnial and mdiistrial siting 
laws Additionally, the writ argues, TDL. 
withheld vital inh'fmation repaixling the 
impacts of iw'o luizardous chemicals to be 
Used at tbc ,^ite 

Finally, the Goa Foundation obtained an 
clectionic mail message from DuPtml to 
pri'ject manager Sam Singh, in which 
Du Pont aw km »wi edget 1 that tiic company h ad 
not consideied and taken appropriate 
mea.s'ures regarding four critical area.s of 
pollution control, groundw'aler protection, 
WMste water treatment, solid waste recycling 
and airpoIlutnuicoiUioi TheF-mailniemo, 
dated i)cU>bci 13, ]994 fa full rune years 
iiliei the project application) also raised the 
(juc.stion as to who would pay the $ 1 ,(K),CK)0 
con.'vultmg fee needed lo design these 
pollution control .systems. Despite the .strong 
met its ot the ca.se (which ha.syet to be hc.ird), 
Alviues w'arned the villagers thatrcliance on 
a legal strategy couUl demobilise I he popular 
movement 

(>n January 18, protesters held a person 

rally in frontof the Goan legislative assembly 
and demanded that the project be scrapped 
Attherally, they accused Ixithprime minister 
Narasirnha Rao and Goa chict minister 
Pralap.sing Ranc of lx*ing public relations 
agents foi- American multinaiionals like 
DuPont Two days latei, three leaders of the 
Anti-Nylon 6.6 Committee, including its co¬ 
ordinator Dattaram Desai, were aircsted by 
Goan superintendent ot police S K GauMrn 
According to Desai, the three were taken 
the Ponda police station, w'heiv they were 
stripixsd, handcuffed and beaieii Adcli 
Ijimally, they were forced to fill in trenches 
that had been dug m Ihc road by l»>cal factory 
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opponent. When news of the arrests 
circulated through the surrounding villages, 
1,200people converged on the police station 
and forced the police to release the activists. 
No charges were bix>ught against them. 

The arrests served mainly to further ignite 
the already tense situation. Two days later 
500 protesters disrupted a health cump 
presided over by Ooa chief minister Rane 
and union minister of state for chemicals and 
fertilisers Eduardo Faleiro. The activists 
forced a meeting with the officials, where 
they demanded punitive action against the 
offending police and immediate cancellation 
of the nylon project. Activists demanded a 
response within three days. Tlic stage was 
set for a decisive confrontation, which came 
48 hours later. 

On the morning of January 23, a busload 
of American experts from DuPont 
accompanied by three police jeeps, were met 
by 70protesters, mostly women and children 
sitting on the road leading to the factory. 
When the women refused to let the bus pass, 
police advised the Americans to return to the 
state capital. Back in Panjim, DuPontofHcials 
met with chief minister Rane and demanded 
that more aggressive action be taken against 
the activists. By 4.30 pm, two busloads of 
police returned to the scene. According to 
eyewitnesses, the police opened fire without 
issuing a warning to disperse. Nilcsh Naik, 
aged 25 was shot in the chest while others 
received minor injuries. The villagers 
retaliated by burning one police bus and 
three jeeps. Naik died soon after admission 
into a nearby hospital. 

In response to the police action, the 
imposition movement caUed acomplctc strike 
in the nearby city of Ponda. The next day 
an angry crowd gathered outside the TDL 
office there. Forcing their way inside, they 
emptied the office contents on the pavement. 
Hundreds of files, computers, fax machines, 
tlirec pistols and a suitcase stuffed witli over 
Rs 2,00,0C)0 were set on fire. Tlic protesters 
also burned a TDL jeep and a fire engine 
that aiTivcd to put out the fire. Following the 
pidicc firing, the government issued an order 
under Section 144 of the criminal cchIc 
banning the assembly of more than four 
citizens for any rea.son. The protesters, 
however, informed the police that only the 
police would be prevented from gathering 
in public places. The police were advised to 
lock their station gates and spend the rest of 
the day in.side, which they did. From mid- 
morning onward, the city of Ponda, as well 
as the main roads leading to.tlie southern city 
of Margao, were controlled by the anti-nylon 
protesters. There were no reports of personal 
violence nor any vandalism of shops. 

On the following morning, the body of 
Nilcsh Naik was brought to tfie Poiida bus 
station where a crowd of400pcople gathered 
toescorthisbody to his village. Savoi Verem, 
and tlicn onto the factory site, where the body 


was to be cremated. The body was displayed 
in an open van and garland^ with flowcns. 
For two hours the funeral snaked along the 
coconut shaded roads, passing school 
children and villagers who lined up roads to 
pay their final respects to the fallen activist. 
By late afternoon the procession had swelled 
to over 4,000 people, who converged on the 
deserted factory site, known locally as 
Bhootkamb (the place of spirits). Leaders of 
the Anti‘Ny Ion 6,6 Commitlee had negotiated 
the previous night with TDL's security force 
to vacate the factory premises. They were 
warned that their presence would provoke 
violence after the funeral. So by late night 
movement leaders safely escorted the security 
force from the site. Many prominent Goans 
spoke at the funeral service, standing on a 
platform made from the dismantled factory 
signboard. Naik was praised as the first martyr 
of the Goan environmental movement. The 
plateau was renamed in his honour. Before 
Naik's pyre was lit, a large explosion went 
off at the factory site and a huge pillow of 
smoke was seen coming from the TDL 
adm inistrat i ve complex. 

Company officals were stunned by the 
sudden turn of events. After several meetings 
with both Thapar and DuPont officials, the 
government remained largely silent on the 
fate of the nylon plant. Goa chief minister 
Rane, who had cleared many administrative 
hurdles for the company, complained that 
opponents of the factory “were against the 
development of Goa 

Symbolic Value 

The proposed chemical plant has assumed 
strong symbolic value now that the Indian 
market has opened up to foreign investment 
under GATT and new liberalisation laws. 
India, one of the most protected Asian markets 
over the last 50 years, has .seen an explosion 
in foreign investment recently, from $ 67 
million in 1990 to $ 1.2 billion in 1993. 
Power plants, petrochemical refineries and 
food processing factories, all of them ma.ssi- 
vely polluting, account for more than half 
of this investment. A rejection of this chemical 
project, the largest single investment in Goa's 
history, could signal a more fundamental 
rejection of the coiporatc-dominated, export- 
oriented industrialisation being promoted by 
the ruling Congress party in Delhi. 

This symbolism has not been lost on the 
largely illiterate and barefoot army of the 
anti-nylon opposition. On December 19, the 
anniversary of Goan independence from the 
Portuguese in 1961, the anti-nylon activists 
hoisted the Indian flag in front of the factory 
entrance gate. They repeated the exercise on 
Republic Day, the day after Naik's funeral. 
The committee's co-ordinator, Desai, said 
that the struggle against DuPont should be 
seen in the larger context of the independence 
struggle against the recolonisation of India 
by multinational corporations. 


Tbapar DuPont o£ficial$ have repeatedly 
said their project will be beneficial to the 
Goan economy- They point to the 650 full 
time jobs their factory will create. After the 
Januaiy uprising, they promised that 80 per 
cent of these jobs would be reserved for 
Goans. But even on economic gmunds, the 
opposition movement has raised strong 
objections. Kalanand Mani, director of the 
Peaceful Society, aGoan rural development 
organisation, argues that with an investment 
of Rs 650 crore, each job will be created at 
a cost of $ 3.33,000. The Peaceful Society 
has helped the project-hit area develop an 
alternative economic plan tliat will enhance 
the horticultural and grazing activities already 
going on while potentially creating 4,500 
jobs at a fraction of the investment costs. 

In a country where party politics can capture 
almost any issue, the anti-nylon movement 
has been remarkably non-partisan. Its 
membership includes people from every 
political party as well as Catholics and Hindu.s, 
the two principal religious groups in the 
state. Since the killing of Naik, however, the 
major power players in Goa have gravitated 
toward tlie struggle. The Catholic Church 
came out again.st the factoiy, while the 
Bharatiya Janata Party (BJP), the main 
opposition party to the ruling Congress party 
in India, has thrown its full support into the 
anti-nylon campaign. In February, the BJP 
organised a 15-day awareness programme 
throughout Goa that includeil village meetings 
and seminarN to educate people about the 
environment and win party converts. 

Another important ciintcxt to this struggle' 
is the spectre of the Bhopal disaster, whose 
1 Olh anniversary wasrccently coimncmoiatcd 
with massive rallies and demonstrations in 
Bhopal, as well as extensive press coverage 
tliroughout India. Even after 10 years, there 
arc hundreds of thousands of death and in jury 
claims still pending in the compensation 
courts while a non-bailable arrest warrant 
hangs over the head of former Union 
Carbide CEO Warren Anderson. Both sides 
in this .struggle have taken important lessons 
to heart from Bhopal. DuPont is keen to 
avoid the bad publicity and liability problems 
that Union Carbide faced. Therefore, DuPont 
has written into its contract witli TDL a 
limitation of liability clause thatexempts the 
US-based parent company in the event of a 
chemical accident or pollution problem. For 
Uic anti-nylon movement, they know that 
their leverage and power will last as long as 
they prevent the factory from being built. 

By February 1995 TDL had begun 
negotiations with the Indian State of 
Karnataka to shift its nylon 6,6 factory out 
of Ooa. Tife Karnataka government is eager 
not to repeat the recent traumatic events that 
shook its northern neighbour. Recently, 
industries minister R V Deshpande said in 
m interview, “we will not tolerate aGtxi-typc 
agitation against IDL in Karnataka". 


664 


Economic and Political Weekly April 1. W5 



Afilgarii Riots: Unplanned Outburst 

Asfgliar AO Engineer 

Unlike earlier communal riots in Aligarh, the February violence was a 
spontaneous outburst. It was neither a propaganda offensive nor was it 
planned by Hindutva forces. 


AFTER the comparative lull on the 
communal front a series of riots broke out 
recently. Moradabad in February witnessed 
a communal outburst claiming more than 
five lives. It was followed by Aligarh where 
eight people died in police firing and 
stabbings. Agra witncs.sed a riot even a.s 
Aligarh calmed down. In Hubli the Holi 
proccs.sion was stoned and violence erupted 
resulting in a few casualties. 

There is no doubt that after demolition of 
Babri ma.sjid there has been a qualitative 
change in commimal .situation. The 
demolition will no doubt be treated, by future 
historians, a.s a watershed, as far as the 
communal.situation is considered for various 
reasons. Firstly, the BJP lost the symbol of 
hatred which was ^ut to effective use by it 
for a couple of years to increase its electoral 
appeal and widen its narrow political base 
from urban petty bourgeoisie to rural 
peasantry. Secondly, the demolition had 
much more adverse impact on Indian 
population than anticipated by the BJP 
bigwigs. Such a dastardly act did not meet 
with the approval of the general Indian 
populace except some fanatics. Thirdly, it 
lost power in the three states in the cow-belt 
and above all in UP in the 1993 elections. 
It was a great .set-back to its mandir policy. 
Fourthly, tlie propaganda orientation of 
electoral campaigns changed after Seshan, 
the chief election commissioner, began to 
rigorously enforce the provisions of The 
People’s Representation Act. Thus in the 
elections in Andhra Pradesh. Karnataka and 
later in Maharashtra, Gujarat. Orissa and 
Bihar, political parties were made to follow 
a strict code of conduct and as required by 
the People's Representation Act no political 
party could use communal or casteist 
propaganda. Except in Oujarat where the 
banded VHP was employed under other 
names to use Hindutva hype, nowhere else, 
not even in Maharashtra, although the Shiv 
Sena, a militant H indu organisation was part 
of the BJP-Shiv Sena alliance, was such 
propaganda resorted to. Only secular issues 
were raised in all these election campaigns. 
It is also worth noting that wherever a secular 
alternative was available, the people ignored 
the BJP. For example in AP, Karnataka and 
Omsathe B JP was ignored by the electorate. 
However, in Gujarat and Maharashtra, there 
being no secular alternative the voters had 
no choice but to vote for BJP and Shiv Sena. 
It is not a victory of these forces but lack 


of unity among various secular parties. It 
is for these parties, specially in Maharashtra, 
to do serious introspection in the matter and 
avoid splitting secular vote in future. 

Thus the scries of riots in the la.st two 
months is certainly not a result of either 
propaganda offensive or planning by the 
Hindutva forces. But they arc rather a result 
of the spontaneous outburst of violence on 
the part of people of these towns. As far as 
Aligarh is concen^sd one can surmise, in the 
absence of field data, that these riots too 
were by and large, unplanned. The unplanned 
nature of these riots can be explained in the 
lightof the fact that the sustained communal 
propaganda at very high pitch for close to 
a decade, has created a deep chasm t)etween 
the majority and minority communities and 
any trivial incident can also lead to serious 
communal incidents. The suspicion between 
the two communities (H Indus and Muslims) 
is very deep indeed as the field investigation 
in Aligarh also shows. 

Aligarh, a university town in UP and a 
centre of lock manufacturing, is on the map 
of communally hyper-sensitive area. A series 
of major communal riots have taken place 
in this town before and after independence. 
In the post-independence period major 
communal riots t>ccurrcd in March 1950, 
September 1956, September 1961. 1971, 
Octolw 197H, May 1979, May-June 1980 
and December 1990. There arc mainly two 
factors which have made Aligarh so 
communally hyper-sensitive: (1) pre.sence 
of Aligarh Muslim University and (2) lock 
industry. In fact Aligarh is divided by a 
railway line into two parts. On one side is 
the Civil Line area and the AMU and on the 
other, the town as such. Unfortunately the 
physical division has al,so become a mental 
division between Hindus and Muslims. A 
section of Hindus looks upon the AMU as 
the centre of Muslim communalism and 
entertains all sorts of suspicions against it. 
These fears and suspicions are more 
imaginary than real but nevertheless they 
exist. The Aligarh Muslim University has 
been set up under the central act and is a 
residential univejjjsity. It is also thought to 
be symbolising die Muslim ethos and 
identity. The Hindus of Aligarh town resent 
this and want the local colleges like Dharma 
Samaj College and Yarshney College to be 
affiliated to the university which Muslims 
think will desfroy its residential and Muslim 
character. Th&thesethings have exacerbated 


communal tensions in Aligarh. Secondly, 
there is always a keen competition between 
the two communities and between the small 
lock manufacturers and bigger ones. 
Occasionally land disputes too, in view of 
soaring prices, become a substantive cause. 
The face of the lock industry is changing 
fast in view of technology. The new pin and 
cylinder technology has dealt a great blow 
to the conventional lever type of locks. The 
.small manufacturers, mainly the Muslims, 
have greatly suffered on account of this 
changing technology and the volume of their 
business has drastically declined over the 
last decade. 

Aligarh i.s another example of chaotic and 
unplanned urban growth in India. Though 
Aligarh has acquired world fame it is an 
ill-kept and unplanned town with meandering 
narrow lanes and bye-lanes. The population 
is increasing and civic services breaking 
down. Also, increased communal 
polarisation in the last decade has also 
inten.sified the tendency for ghettoisation. 
More and more Muslims and Hindus want 
to migrate to their respective localities. 
Wherever, members of one or the other 
community are left in the .sea of members 
of other community, riots help to throw them 
out and force them to migrate to their ‘own 
area’. Similar complaints were heard during 
inve.stigation of thi.s riot also. 

Aligarh is a district town. The population 
of Aligarh district is 32,96,758 and of 
Aligarh town 4,79.916 (according to 1991 
census figures) resides in an area of 
50.19 sq km. The town spreads over 34.50 
sq km. The sex ratio in the district is 844 
while within town it is more favourable, i 
e, 865. The literacy rate in the town is 48.74; 
and a work force of 25 per cent Muslims / 
constitutes 35 per cent of the population of 
the town and 14 per cent that of the district. 
It has been observed elsewhere that if the 
Muslim population is higher, the chances of 
communal tension also increases as is 
found in the nearby districts of Meerut, 
Moradabad and Kanpur. 

It will be interesting to briefly look at the 
causes of some of the earlier riots as it helps 
to place the present riot in proper perspective. 
The riot of 1950 in the town area started with 
the throwing of colour by Hindus on some 
Muslims during the Holi celebrations and 
the day happened to be a Friday. While in 
1956 the riot broke out over tlie publication 
of a book by the Bhartiya Vidya Bhavan 
allegedly containing a few disrespectful 
remarks against the Prophet. The Muslims 
protested against the book and the Hindus 
retaliated resulting in the riots. The riot of 
September 1961 was provoked by wild 
rumours that followed an alleged attack on 
a Hindu .student in one of the university 
hostels, while the riots in 1971 were the 
consequence of an agitation demanding that 
the university be declared a Muslim 
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university. This agitation started a violent 
reaction in the town culminating in communal 
violence. The 1978 ru)l.> started with the 
fight between two wrestlers one Hindu and 
the other Muslim. The riots broke out when 
the funeral procession of Bhora Pehalwan 
was stoned by anti- social elements. This was 
also a major riot. 

In May 1979 communal tension reupted 
when Aligarh Muslim University students 
organised a rally at the Boat Club in Delhi 
todemand restoration of the Muslim character 
ol the university at Aligarh and some of the 
RSS elements attacked some students at 
Dadh station who were going by train to 
Delhi for taking part in the rally The 
repercus.sions of thi.s attack were seen in the 
Civil Line area. Interestingly in these riots 
the traditional ccntj’c of communal violence, 
i e, the town area remained peaceful while 
the AMU and the area around it saw four 
killings accompanied by looting and burning 
of shops. The 1990 riots were t>f course the 
resulfof high pitched Hindutva propaganda 
for Ramjanambbtx>mi mandir and the firing 
at Ayodhya to protect Babn masj id in which 
a few Hindus were killed. The immediate 
cause was a clash between the PAC and 
some Muslims coming out v>f the nu>squc 
on Friday. 

While mast oflheeiU'lier riots were planner.! 
the present not which began on March 10, 
1995 seemed io be unplanned and was the 
result of a scuffle between a Hindu and a 
Muslim trader in the Malar Gate area which 
happens to l>c near the Sultan Sarai locality. 
Tliis locality is near the Aligarh-Agra road 
which is very busy and commercially an 
im[x>rUintonc. Tliis is predominantly a Hindu 
area with a few (about 40-50) Muslim 
families. There arc .some wool merchants in 
this area belonging U» the minority 
community. Muslims from Sultan Sarai 
area told this investigator that as land is very 
expensive in this area and few Muslims have 
been living here, communal riots are 
engineered to force them to sell their 
properties and go away. A Muslim 
businessman even said that he receives letters 
to this effect. 

It was initially rumoured that the riot 
began as some miscreants teased a woman 
in the Sarai Sultan area. However, an 
intensive investigation and interviews with 
numerous people in the area who were likely 
witnesses to tlie incident did not yield much 
information. No eyewitness was found to 
this incident but unfortunately, tliis was the 
common rumour. Some Muslims pointed 
out to us that the dispute was not related to 
eve-teasing but to a trivial incident of quarrel 
between some young Muslim boys drinking 
tea at the Mahendra tea stall and a wool 
merchant on whose wool stack they rested 
then* band. Tlie Mahendra tea stall owner is 
a witnc.ss to this quarrel but subsequent 
inquiry with the owner did not bear this out 


either. Mahendra told m that be was not 
witness to any such quarrel as he had gone 
to a nearby bank to supply tea. When he 
came back he .saw a crowd pelting stones 
and after a few minutes the firing started. 

Mahesbwari who runs a dispensary - the 
spot where the trouble began - also said that 
he had not seen any one leasing a woman. 
But that it is likely that a woman patient 
going out of his dispensary might have been 
so teased. Also no woman complained to 
him about it. Malieshwari^s car parked 
outside was also badly damaged. 

There was yet another version which seems 
to be more likely. It i.s said that some women 
came to buy wool and they were proceeding 
toward.s a Muslim shop but a Hindu 
shopkeeper Pavan tried to woo the women 
customers and an argument started between 
him and the Muslim shopkeeper and this 
perhaps ted to the outburst of communal 
violence. An women customers were 
involved it was rumoured that it was a case 
of eve-teasing. What is surprising is lhal 
such a trivial incident led to such a major 
outburst of communal violence It clearly 
shows that the chasm between Hindus and 
Muslims has widened a great deal due to 
intense communalisation in last more than 
a decade. 

It is said that as soon as the trouble began 
between the Hindu shopkeeper and some 
Muslims soon a big crowd from both the 


sides gatheted and lescvted tostone thmwing. 
And, what is more shocking is that it did 
not Slop with stone throwing. Private fire¬ 
arms were used from both the sides as well 
indicating that illegal arms are sl6cked by 
Hindus as well as Muslims. Also, in growing 
urban areas anti-social elements intensify 
their activities and stockpile illegal arms. 
Two policemen were also injured in this 
melee and it is said that police also fired. 
Two Hindu youth were killed in these 
incidents but it is very difJlcuU to say whbtlrer 
they were killed in police firing or in private 
firing. There is no doubt that the police force 
was quite inadequate and itcould not control 
the situation. 

It was also alleged that the police 
deliberately remained inactive and allowed 
the trouble to spread. It was also maintained 
by almost all to whom we spoke that tliis 
riot was not planned nor was it prov^*I,v,d 
hy the BJP. The trading community was also 
wary for fear of losing bu.siness worth several 
lakhs of rupees on the eve of Holi and Uius 
did not co-operate with communal elements. 
It seems true that the police did not act 
firmly, at the beginning of the trouble but 
that was more probably due to inadequate 
police force. We were also informed that 
station olficer Suresh Pawar Uied to control 
the rioting sincerely but could tuu and was 
suspended. It was also alleged by some 
inlei-viewecs that though there iirc fourpolice 
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chowkies in the area the trouble spread very 
fast. Theae incidenU^ near Malar Gate took 
place around 12-45 noon and soon near 
D S College a bus full of Muslim‘baratis’ 
(marriage party) proceeding towards 
Lucknow was attacked by some youth who 
were carrying iron n>ds and chains and whose 
identity was not established till the lime of 
investigation. Some said*thcy were anti¬ 
social elements and their real intention was 
to loot the marriage party. But others 
maintained that they ha}>pcned to be students 
of D S College and their motive was 
communal. The new DM (the old one was 
transferred immediately after outburst of 
communal violence)Kunwar Fateh Bahadur 
Singh thought they were likely to have been 
students of D S College. Four of the attackers 
were arrested at the time of inquiry and the 
police was interrogaling them. 

If the attackers of the marriage party had 
succeeded in their design it would have been 
a grim tragedy. But Mithilcsh Yadav, wife 
of advocate Surendra Yadav showed 
cxcmplaiy courage and saved their lives. 
She was ret uniing from the market and .some 
distance away from her home she heard the 
cries of women from the bus. She rushed 
towards it and repelled the attackers single - 
handedly Tlie bus was considerably damagctl 
in the fury ol^atlack. Bui loi the alertness 
of Yadav and her son the bus would have 
been set abla/e She took all llic haratis 
safely to her home and kept them with hci 
for the day and one night until the police 
made unangcmenls to transport the marriage 
party to Lucknow. But unfortunately when 
Yadav was busy saving the inamage parly, 
the bridcgn>om’s brother Mohomm ad /uliur 
tried to escape to safety fiorn the attackers 
but was hit with a rod on his head and died 
later. When I met Milhilesh Yadav the 
bridegroom Abdul Majid was sitting with 
her. He had come to thank her from Lucknow, 
He himself narrated the wliole incident along 
with Mithilcsh Then iKgan varu>us stabbing 
incidents in which about five more persons 
were killed including one Muslim couple 
who was stabbed on March 11. One Dinesh 
Kumar was stabbed by a Muslim called 
Khunam who was under arrest. 

Most of the victims wei*e dragged away 
and stabbed. Those stabbed included l>oth 
Hindus as well as Muslims. Most of them 
were innocent victims and had nothing to 
do with any dispute or quarrel. According 
to the district magistrate Kunwar Fateh 
Bahadur Singh the total deaths were eight 
until March 24, In all 308 people were 
arrested which 219 were Hindus and 89 
Muslims. Of the 19 in jured, 17 were Hindus 
and two Muslims. Tlie next of kin of the 
deceased was given Rs one lakh and the 
injured Rs 15,000. 

The UPgovemment led by Malay am Singh 
has decided to transfer the DM and the SSP 
if they fail to control the riots in their 


jurisdiction within 24 hours. The DM and 
SSPof Aligarh Oangadin Yadav and Bijendra 
Singh, respectively, were instantly 
transfeired under this policy of the Yadav 
government. However, every one I talked 
to maintained that they were certainly not 
communal, both were secular in outlook but 
could not control the situation and paid for 
it. Some people were really sorry for them. 
It is true that both the DM and the SSP were 
secular but lack of efficiency also has to he 
punished. After the West Bengal and Bihar 
governments, Mulayam Singh Yadav's 
government has implemented the long¬ 
standing demand that the DM and SSP should 
be transferred or suspended if they fail to 
control the riots within 24 hours of their 
breaking out. I think the government should 
firmly stick to this policy. It will send a stem 
message to the district administration. The 
new DM, Kunwar Fateh Bahadur Singh, 
was also reported to be secular in outlook. 
No incidents were reported after he UH)k 
over along with the new SSP. When I asked 
why tlic police did not act in time to control 
the situation the DM said that if the police 
uses force then also it is critici.sed and when 
itdoesnot, even then itiscriliciscd. However, 
it was a fact that though the pidicc did not 
swing into action in time to control the 


.situation on March 10 but it did not refrain 
from committing excesses on innocent 
citizens. A number of innocent people like 
a 15 year-old boy Ahdus Saitar and noted 
scKial workers Dr Haziq and Hanif Barber 
were arrested and also beaten up. t >ne Warris 
aged 18-20 who was loading a tempo was 
very badly beaten up and arrested under 
Section .302. He Was rep<^rtedly totally 
innocent and had nothing to do with the 
disturbances. 

The important lesson to be drawn from 
the recent riots at Aligarh. Moradabad and 
Agra IS that communal propaganda has a 
long term fall-out. All these riots seem to 
be unplanned and unprovoked by any 
political party and Imth in Moradabad and 
Aligarh petty disputes about busines.s or 
property led to senous outbreak of communal 
violence. It is. rherefore. necessary to 
intensify secular propaganda and efforts to 
spread communal harmony in order to avoid 
the possibility of such skirmishes taking the 
serious form of communal violence. 

fTfiis investigation was earned out on hehall of 
(Vnire for Study ot Society and Seculansrn. I am 
grateful loSinghot 1) S Tollege and DildarKhan 
for accompanying me and providing useful 
intomialioii about rJie not ) 
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Kurds in Itariiey 

Fightmg for Survival 

Meena Menon 

Such is the extent of repression and human rights violation on the 
Kurds by the Turkish state that the Kurds' struggle for national 
liberation today is also a desperate struggle for survival 


IN March 1985, Turkey has launched a fresh 
offensive against the bases of the Kurdistan 
Wofkcrs Party (PKK) which is leading an 
armed struggle for a Kurdish homeland in 
the mountains of south-east Tuikey. This 
time 35.000 (according to official figures, 
actually it is probably more) Turkish trcK)ps 
entered Iraqi territory in order to make the 
biggest offensive yet against the Kurds. The 
US has openly supported the action, saying 
it had an assurance from prime minister 
Ciller that the offensive wou Id he 1 imited and 
there would be no civilian casualties, a claim 
disputed by Kurdish sources. 

Kurdistan is an area comprising south-east 
Turkey where they number 20 million and 
constitute 26.4 percentof the total population. 
Iran - seven million constituting 12.7 per 
cent of the total population, Iraq ~ four 
million, i e, 21.8 per cent of the total 
population and Syria - 1.5 million which is 
12.7 per cent of the total Syrian population. 
Kurdistan is rich in oil: about 10 per cent 
of the total oil resources of the Middle East 
is here. They are mostly Sunni Muslims but 
a large minority arc Alawis, a liberal Islamic 
sect, and smaller number of Zeuastarians. 
Kurdistan is the beginning of the Middle 
East, a bridge between Asia and the Caucasus. 
The Kurds claim a distinct identity and 
language and a history of 3,000 years. They 
trace tlieir origins to the Medes who defeated 
the Assyrians in 612 BC and founded an 
empire; was in turn defeated by the Persians 
in 550 BC. Saladin who fought the Crusaders 
was a Kurd and the latter arc often referred 
to as Saladin's children. Kurdistan enjoyed 
relative autonomy within the powerful 
Ottoman empire, Ottoman interference in 
Kurdish affairs caused people’s uprisings 
aimed at independence from tlic empire. 
With the rise of the ‘Young Turks', the 
representatives of the rising Turkish 
bourgeoisie, culminating in the rule of the 
famous Mustafa Kemal Attaturk, a new era 
began for Turkey. Mustafa Kemal stood for 
a militant and aggressive pan-Turkism, a 
concept of ‘one market one people’. The 
Kcmalist believed in a superior Turkish race 
in very much the way Hitler believed in the 
Aryan. In fact tlie latter even professed an 
admiration for Kemal. Although history, 
especially its westerrt interpretation, endows 
Kemal with a liberal westernised democratic 
image, what the Kemalistdid totlie Kurdish 
and other minorities in the region like the 
Laz, Circasian.s, Armenians, etc, wa.s 


according to the Kurds, nothing but a form 
of cultural genocide. A policy of aggres,sivc 
assimilation was indeed adopted. 

The use of the Kurdish language, of the 
word Kurdistan observance of the Newroze 
festival were forbidden. Kurd.s were Tirks 
first and foremost and any other identity was 
traitorous. The Kurds revolted against this 
and ruthles.s massacres followed: also burning 
of villages and executions of the leaders. The 
Kurds assert that Mustafa Kemal cannot be 
considered anti-imperialist, anti-colonial 
when he was himself responsible for this 
colonisation of Kurdistan. 

After the first world war when the Ottoman 
fought on the side of Germany the empire 
started to break up, Kurdistan was occupied 
by different allied forces, the oil rich .south 
by the British, some areas by the French . The 
treaty of Sevres in 1920provided for a separa te 
stale of Kurdistan but Kemal refused to ratify 
it. The Lausanne Treaty 1923 carved 
Kurdistan into four separate parts - eastern 
Kurdistan went to Iran, southern to Iraq, 
south-west to Syria and middle and north 
west, the largest part comprising 2,50.000 
sqkm to Turkey. The Kurds deeply resented 
the arbitrary division of their homeland and 
tlic forced Turanianism. There were 27 revolts 
between 1920 and 1940. The Turkish slate 
employed what they call tactics of special 
warfare against the Kurds - burning*? of 
villages, ruthless massacres, deportation, 
dividing the tribal clans to fight each other. 
Kurdistan was (x;cupied and colonised. 

Towards Nationai. Libhration 

It was with the rise of the PKK, which calls 
itself a ‘modern national liberation 
organisation’, that the Kurdish struggle Uxik 
a new organised form and renewed itself. 
They analysed the reasons for the failure of 
the earlier uprisings as due to its localised 
nature and the backwardness and inadequacy 
of the leadership. The PKK was founded in 
1978 by its present general secretary, the 
charismatic 47-year old Abdullah (>calan 
(pronounced Ojalan). Son of a poor peasant 
he studied political science at Ankara 
University, and became a leftist. Along with 
a group of Turkish students he founded a 
group which was later to become tlic PKK. 
The programme of the PKK calls for 
‘independence, democracy and unification 
of Kurdistan'. It says ‘The revolution will 
be two-fold - i e, national and democratic. 


Ilie national ix^vohitkmwiUestabBshpol^^ 
and military power. The second phase will 
be thedemocraticrevolution. The democratic 
revolution will strive to eliminate the social 
contradictions stemming from the feudal 
times. These contradictions are feudal 
exploitation, tribalism, religious sectarianism 
and slave-like dependency of women. Paced 
with the violent methods employed by the 
Turkish state, the PKK felt they had no 
alternative but to take up arms. Starting with 
armed propaganda units which developed 
into a guerrilla army, the PKK formally 
launched an aj'med struggle for the liberation 
of Kurdistan on August 15.1984. The aimed 
wing of the PKK now called the ARGK or 
the Peoples Liberation Army of Kurdistan 
is complemented by a popular mass front 
called the ERNK or the National Liberation 
Front of Kurdistan, which was established 
in 1985 and now has branches even in Europe. 

The PKK’s organised militancy, its 
growing popularity and effectiveness created 
panic in the Turkish military junta which had 
been ruling since the coup d’etat in 1980. 
At the time of the coup d’etat the PKK had 
not formally launched its armed struggle: 
they were still in the beginning stages .so tney 
had to go into a tactical retreat. The coup 
was followed by a massive wave of repression 
against the Kurds. Tens of thousands were 
arrested, thousand.s tortured and executed: 
31 PKK cadres were killed in prison, including 
two of the leading people. Turkey still ranks 
fifth in the world in human rights violations 
In 1982 the PKK began to recall its cadre 
to Kurdistan, uprisings began and spread: 
Newroze, the Kurdish festival which was 
banned, was observed mass participation. In 
1992. electiims were held and a coalition 
government of the right wing DYP and the 
Social Democratic the SHPeame to power 
in Turkey. The ma.sk of democracy did not 
.slay long. The same year during the Newroze 
festival demonstration, a HX) Kurds were 
massacred. Kurdish villages wore bombed 
All this lead to a stupendous growth in number 
of the ARKG guerrillas and the ranks of the 
PKK. Tlicre were now 10,(K)0 guerrillas 
including many women. Today the PKK 
claim u force of 50,000 guerrillas, including 
5,(K)0 women. They are active in northern 
Iraq as well and have the support of the 
wSyrian Kurds. In Iraq the PKK works unitedly 
with the local Kurdish organisation the PKK 
led by Talabanl the other party the KI>P led 
by Bar/aiii being right wing and inimical to 
the left-oriented PKK. They had established 
relations with the Palestinians. 

The PKK is now waging a war against the 
Turki.sh .state. At the same time they 
continuously demand a political rather than 
a military solution to the problem. They 
called a unilateral ceuNefire in March 1993, 
even .saying that sepaiation from Turkey 
need not be on the agenda, but demanding 
at least a readiness to accept their Kurdish 
identity. The general secretary called on the 
Turkish government and llic international 
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commuraty to settlefoir'thepeaoeftil solutiofu 
saying, let oa give up this war*. Although 
the ceasefire was extended, by Ocalan, the 
Turkish state refused to respond. In fact the 
prime minister Turgut Ozal who talked of 
a peaceful solution, was assa.ssmated during 
the ceasefure, killed, claim PKK source.*; by 
the Turkish ‘special forces' or ‘contra 
guerrilla', heavily infiltrated by extreme 
right wing elements. The PKK called off the 
cea.sefire and fighting was resumed. The 
guenilla force then numbering 20 to 25 
thousand, doubled ip the next three years, 
Many areas - called red areas are entirely 
controlled by the PKK, taxes arc levied a 
judicial s'ystem has been set up - besides the 
military court, there are the people's courts 
and tJie independence courts. 

The PKK believe that they are not fighting 
for political power as an end in itself. They 
went to charge Kurdish society. They talk 
of the new human being, of women who are 
tree, of religious tolerance, mt)dcrn .scientific 
thinking. They consider them.sclvcs Marxist 
Ixninisls butrejectarigid dogmatic approach. 
The PKK claim that the traditional divide 
between the majority Sunnis and the Alawis 
in Kurdistan has disappeared in the course 
of die liberation struggle. Women actively 
participate m Ihcstruggle and there arc women 
who arc commimdos and in leading positions 
in the party. The PKK talks of a free and 
equal relationship between men and women 
where both men and women have to change 
their altitudes, and are changing widi dicir 
participation in the movement. There is Free 
Womens Movement, an organisation of 
Kurdi.sh women active in Kurdistan and in 
Europe. Their attitude to Islam is different 
from that of traditional leftists in die Middle 
Hast, the PKK lakes a practical stand - they 
say dial one of the major mistakes of the other 
.socialist parties in Islamic countries lias been 
that of opposing Islam. Tlicy claim to 
channelise’ religion not interfcreoroppo.se. 
By ptysilively educating people they help 
them to change them.selves. Many religious 
people and group.s are part of the struggle, 
many have becomenon-religious in the course 
of it. Socialism us an ideology, diey say is 
superior to and stronger than that of religion. 
It has to prove it.self to be so. 

Undi.sputed leader of the PKK. Ocalan s 
writings and speeches arc devoid of jargon. 
He advocates a simple human practical 
approach in his strategy and tactic.s. The 
PKK has agreed to abide by the Geneva 
Convention, and claim to wage a humane 
war. At a press conference in September 
1993, Ocalan said “The struggle in kurdisian 
lias reached a stage where it cannot now be 
crushed. If we continue at diis rate, wc will 
put great strain on the balance of power in 
the region. We arc almost at diut stage now. 
Future developments will have a la.sting effect 
onthereligious, social, political and economic 
make up of die region. They will also have 
asignificanteffecton democratisation in the 
Middle Easi ... What is happening in 


Kurdistan is not just about the PKK. It is 
about the liquidation of an entire people. If 
the resistance is broken, they will have 
succeeded in accomplishing the final 
genocide." About war during the ceasefire 
"Although we are opposed to conflict we 
have definitely been coerced into it. Let me 
repeat, if we were asked who is the world 
recoiled most from war. 1 would say it was 
me.... However, if you say - you don’t exist, 
come and surrender, then I will feel the need 
todefend myself... We will continue todefend 
ourselves against this policy of denial of our 
existence. We do not mean to annihilate the 
Turkish state and nation. On the contrary we 
want the right, if only a restricted one, to 
defend and developour national existence". 
If the ceasefire and attempts for peace failed, 
he made it clear what the PKK was ready 
todo "Uprisings will spread in Kurdistan and 
Turkey. The guerrilla war will be intensified 
in Turkey. But let me repeal, this is not our 
preference..." 

Reacting to the latest Turki.sh offensive in 
northern Iraq across Turkey’.s borders against 
the PKK, the French government advised 
the Turkish prime minister Tansu Ciller to 
find a political rather than military .solution 
to the Kurdi.sh question. So have several 
European governments and human rights 
organisalion.s areund the would. However, 
tliis is one solution the Turki.sh stale ha.s 
never attempted. Instead, Turkey spends 20 
per cent of the national budget on defence, 
which is an official estimate. Half of the 
extremely well equipped Turkish army 
(totalling 8.50,000) isstiitioned in and around 
Kurdistan. Tlierc is the ‘Special Force’ or 
contra-guemlla which is a law into itself. 
It is heavily infiltrated by the extreme right 
which is one of tlie partners in the coalition 
government and which is advocating even 
tougher and more aggressive policies towards 
the Kurds. Turkey's attempts to joinMhe 
European Union oracusloms union with the 
European Community has failed not only 
due to its massive internal and external debt 
and its inflation rate (over 150 percent) but 
also because of its human rights record, 
mainly against the Kurds and also against 
political oppo.si!ion. About 2,5(K) Turki.sh 
and Kurdistan intellectuals have been killed, 
since the coup d’etat, over 2.000 villages 
have been destroyed, daily newspapers 
closed. Poi.son gas has been used against 
the Kurdish guenilla. Barbaric ^i>rms of 
torture arc used in the prisons, arrests and 
illegal detentions are commonplace. 

Tlicrc are several reasons why Turkey can 
and does take such an attitude towards the 
Kurdi.sh question. Kurdistan consi.sts of the 
agriculture region in Turkey. Most of 
Turkey’s food is prcxluced here. Tlic area is 
rich in oils and minerals, two major rivers, 
the Tigris and Euphrates, pass Utrough the 
region. It is also strategically important. 
Turkey'srclationship with its allies especially 
the US make.s it possible for them to carry 
on with ilieirmilitary policy. The US alway.s 


considered Tuii:ey strategically important 
because of its border with the .Soviet Union. 
Also because of the proximity of Iraq and 
Syria, neither of whom were on friendly 
terms with the US. American policy in west 
Asia is therefore an important mainstay for 
the Turkish government. On the other hand, 
Greece and Syria are critical of Turkey. The 
Europeans, especially Germany and France 
having a bigger stake in Middle Eastern oil 
than America, arc on friendly terms with Iraq 
rather than Turkey. Germany’.*; .stand on the 
issue is ambivalent especially towards 
Kurdi.sh solidarity with the PKK in their t)wn 
country. Although Germany’s federal 
government had banned deputation to Turkey 
because of the latter’s human rights record, 
a Kurdish protester. Dogan Tulip was 
deported to Istanbul last year. The Americans 
set up 'safe havens ’ in northern Iraq ostensibly 
for the protection of Iraqi Kurds, hoping to 
.set up a model for the rest of the Kurd.s. When 
the Kurdish guerrillas started to use the.se 
havens for their bases, America realised that 
the PKK represented a more p<ipular model 
and this is possibly the reason that the latest 
Turkish offensive in Iraq is being backed 
by the US, and Ciller goes ahead with the 
offensive in spite of European criticism. 

At the same time as the Turkish offensive 
started, the formation of a preparatory 
commission fora ‘Kurdistan Parliament - in- 
Exile’ was announced in Europe, con.sisting 
of 23 people. It includes Kurdish MP.s 
belonging to llie Democratic party, six of 
whom arc in exile in Europe. .Six others arc 
languishing in Turkish jails, with sentences 
ranging uplo 15 years.'Rie Kurds numbering 
one and a half million in Europe especially 
Germany arc actively supporting the 
liberation struggle in their homeland and 
turn out in thousands in rcsptmsc to calls 
given by the HRNK and other Kurdi.sh 
organisation. 

If ihi.s is an era of globalisation, .surely the 
Kurdish question is of global importance. 
Tlie question of travesty of human rights 
knows no national boundaries. In India, little 
about the Kurds known or discussed. A 
rcpre.scnlative of the HRNK .Sabin Engizck 
who was in India recently could get no 
definite responses from the Congrcs.s 
government. India, with its intransigent 
attitude to Ka.shmir and therefore, the question 
of iherighi of self determination will naturally 
fight shy of supporting the Kurds on this 
principle. What is surpnsing, however, is 
Uiat there is no statement even with regard 
to the blatant violation of human nghts and 
international law by Turkey. (Ironically. 
Turkey as an ally of Pakistan, .supports the 
latter on the issue of Kashmir.) A .small 
beginning has been made during Engizck's 
visit with the formation of an liulo-Kurdish 
Solidarity Committee in Hyderabad. It is 
hoped that other democratic organisations 
and individuals will also take up the cause 
of the cultural genocide of die Kurds in 
Turkey. 
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PERSPECTIVES 


Bengali ^Bhadralok’ and Educational 
Development in 19th Century Bengal 

Porotnesh Acharya 

Ediicationcd development in colonial India };enerally has been viewed as 
the work of the British rulers whose hidden agenda was to initiate a 
pnK^ess of socialisation. In this paper it is argued that native elites not 
only participated actively in the process but also played a significant role 
in infiiu'Hcing colonial policy on education. 


HUUCATION AL dcvciopmct in India dui - 
ing ihc colonial period generally has been 
viewed by cducidional Ihstorians lo be the 
work of British rulers who inutKiuccil <i 
systcii) of echicatii>n witli the hidden agenda 
ol initialing a (iroccss o('socialisation Tlic 
problems with such a simple lornuilalnni are 
two’tokh Such a !ornuilatn>n cjnnol prop¬ 
erly assess the role native elites played in 
moulding cohmiai |X)lu y on education and 
as such. It als4> does piM v^ller any lead to 
evaluate the role Indian elites in shaping 
education policy since independence There 
is a general iinpiession that the parficipati(»n 
native elites in the piocess was lather 
passive. My c«uilcntion in tliis pajici is that 
native elites not only participated actively 
in the pnKXss but also played a signitleant 
role in inriueneing colopi.il policy on edu 
cation. Kducaiioiial development in l^>th 
ccntuiy Bengal, which is tlie piecursoi of 
the prcvscnl sy-sicnn Indian education, was 
a ratliei com file x pixH-css’ involving many 
contradictory lbi\ es 

Charles Grant, Macaulay and Trevelyn 
might have propounded the ideology of 
colcsniai education in the caily yuiis of 
colomal lulc. Bui interestingly tl was the 
Bengali bhadraiok who wcie themselves 
the product ot the early t>enod ol colcuual 
education, and who claimed to have pi(» 
nccred the sc^-called Bengal i enaissance, who 
persuaded the colonial niicrs to pursue tiie 
(Uhcrwisc discaided policy ol downw'aid 
lihration of Macaulay and hnglish as the 
mode cdiicaUiinal communication as 
envisaged by Charles Cirant Aflci the 
Despatch ol IK54. tiiere w'as a noticeable 
change in the attilucles of British rulers in 
India legavthng the cdiii ation policy lo be 
pursued. In fact, there ensued a detnitc 
regarding the validity ol filtration theory, 
and a large number of British administrator.s 
favoured a shift m government policy Tlvey 
ctinsidcred it prudent l<» spend the limited 
funds at their dii^posal tor the educ ation of 
the lower classes win - wcie unablu to bear 
the cost of educ ation of their children, 
instead of subsidising Hnglish educ ation lor 
rhe bhardratok. The Bengali bhadraiok 


fought tooth and nail against such a move 
and were able to stall any shift in the policy 
lAeharya I9KK| 

It may be unlashionable now to view the 
problems ol education from a clas.s [>oint of 
view However educational development m 
Bengal during the second halt ol 19th cen 
(iiry cannot be studied pi’otHuly without 
c'on.siilermg the class issues In lad, cduca 
tion developed during the piTiod through 
inultivaniile rclation.s. 

Tire Despatch ot 1854 brought two very 
important issues to the forefront. One was 
the lole of government \n fostering mass 
education, and the other was the relative 
importance of Hnglish and the vernacular in 
the piocess of education The Despatch 
envisaged Hnglish in the higher department 
for the tew and vernacular education for 
many There was a positive swing towards 
vernacular mass education In practice, 
hiiwever, Hnglish eudcation giew and ver¬ 
nacular education remained neglected as 
beftue. J .lohnsione in a noliL,e wrote, it 
is regretted that tlie rules have been so little 
applied lo the general education of the poor, 
loi which this Despatch was specially de¬ 
signed’* |Dcs|)aich 18.54J. 

In A Return to an Order of the House of 
Commons' the eilucational scene in Irulia 
was described thus. 

It is this class of institute (Higher) that the 
attention ol government ha.s hitherto been 
piactically directed. Tliey absorb the greater 
pan ol the public funds which are now applied 
to education purpo.se... Our attention should 
now be diiected lo a consideration, if pos¬ 
sible, still more irnporlanl, and one which 
has hitheno, we arc hound to admit, too much 
neglected.. 

Regarding the .situation in Bengal it oh- 
.served. 

In Bengal, education through the medium of 
the Hnglish languages has arrived at a higher 
point than any other part of India. We are 
glad to receive constant evidence of an 
increasing demand for .such an education, 
and of the readiness of the natives of dif- 
terenl di.siriels to exert themselves for the 
sake of obi aining it Very little has, however, 


been hitheito done in Bengal for the educa¬ 
tion of the mass of the people, especially for 
their instruction through the medium of the 
vernacular languages. A few vernacular 
schools were foundedby government in 1844, 
of which only 33 now remain with 1,401) 
pupils and. upon their transfer, in April 1852, 
from the charge of the Board of Revenue to 
that of Council of Education, it appeared 
that 'they were in a languishing state and 
had not fulfilled the expectation formed on 
their establishment*. 

It .stated fuilher that 

But the attention ot the government of Bengal 
should be seriously directed lo the consid¬ 
eration of .some plan for encouragement ol 
indigenous schools, and for the education of 
the lower classe.s, which like that of 
Mi rhoinason in the NWP may bring the 
benefit of education practically before them, 
and assns! and direct their effoil.-? 

However, de.spitc the Despatch of 1854 
and the .shift m the attitude.^ of British 
administration, there was little change in the 
course td educational development till the 
in'-iitutionofthc first education commission 
in the year 1882 In tact. I he failure of tlie 
iidministratiirs to change tlie course of dc 
velopment prompted the constitution of the 
cornmi.s.sion. It was 20 years after the 
Despatch that the British administration look 
note of the def all I!. The second half vd 19lh 
century is remarkable foi the vocal resi.s- 
tance put forwaid by the Bengali bhadraiok 
again.sl changing (he course ol educational 
development paved by I lieu guru Macaulay 
h may be noted that the three gurus (>1 
Bengali bhadraiok. according to Shibnath 
Shasin, were Rammohaii R<iy, Dero/io and 
Macaulay (Shaslri 19091 
Stalwarts of Bengali bhadraiok like Ishwar 
Chandra Vidyasagai and Bhudev 
Mukhopacihaya wen* mti.sl effective in stall 
ing any move to change the course of 
educational development. It was after the 
great upsurge cd 1857 that the government 
of Bengal gave any senou> tlumght to the 
stipulations made in the Dc.spatch of 1854. 
In fact, initially the Bengal government did 
not find any reason for thinking about any 
change as the Despatch wa.s interpreted as 
a guideline for systematising the existing 
course of education. At least the Bengali 
bhadraiok did not find anything in the 
Despatch lo be woiried abc>ui in the begin ¬ 
ning. The grant-in-aid system propo.sed in 
the Despatch became a boon for the Anglo- 
vernacular schools initialed by Vidyasagar. 
Die novelty of Vidyasagar\s scheme was 
that it gave the vernacular a space in other¬ 
wise Hnglish schools. On the other hand, it 
legitimised the pride of place for English. 
The origin, however, may be traced to the 
early experiments of Hindu School and 
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David Hare's schools. This encouragement 
of the vernacular in the school system was 
considered by many to be encouraging 
mm education. This misconception rather 
misled many scholars who studied the his¬ 
tory of colonial education in Bengal. 
Vidyasagar, however, did not have any 
illusion about this. It may be noted that the 
earlier Hardingc schools were also not for 
the lower classes of people though they were 
vernacular schools. It may also be noted 
that Bengali was only a minor .subject in 
the school founded by Vidyasagar in his 
native village Birsingha. Hnglish and San¬ 
skrit were given the pride of place in the 
curriculum of that school [Bandopadhyay 
1948: 62-63). 

Itis interesting to note that both Vidya.sagar 
and J I^ng were candidates for the post of 
assistant inspector of schools, SouU) Ben¬ 
gal. Both of them presented three schemes 
for vernacular education. At that time J Long 
had much more practical experience in 
running vernacular schools as he was exj>er- 
imenting with about 100 vernacular schcwls 
which he had founded at Thakurpukur. On 
the otherhand Vidyasagar till then ha J hardly 
any practical experience with vernacular 
education. He was the principal of Sanskrit 
College, Calcutta and had published a few 
textbooks in Bengali. Tliescheme propo.sed 
by Long was more in line with W Adam’s 
report while V idy asagar’s scheme was more 
suitable for Bengali bhaclralok. 

However, Vidyasagar was appointed to 
the post of inspector as the lieutenant 
governor wanted him to be appointed. In 
fact, the selection committee were divided 
in their opinions. Vidyasagar initiated the 
establi.shment of a number of schools in rural 
Bengal. These were practically Anglo-ver¬ 
nacular schools more suited for the middle 
class than the labouring clas.ses. Vidyasagar, 
even after he left the job, wa.s quite friendly 
with a numV>er of lieutenant governors of 
Bengal. In fad, till George Campbell took 
over be acted as a non-official adviser to 
successive lieutenant governors in matters 
of educationv despite his differences with the 
director of public instruction, Gordon Young, 
regarding tlic procedure to be followed in 
appointing teachers and prices of textbooks 
published from his Saaskrit Press and 
Depository [Achaiya 1986). 

By 1959, the Bcnga) government was 
rather forced to give some thought to the role 
of government in fostering mass education. 
The government of Bengal was faced with 
thequestionof the advisability of withdraw¬ 
ing grant-ih-aid to English schools and 
spending the limited funds at its disposal 
to facilitate primary education for the lower 
classes of the people. It may be noted that 
the Bengali bhadralok did not agree Co the 
imposition of an education cess for the 
purpose of funding primary education for 
the masses. They argued that the permanent 


settlement forbade the government to levy 
any such cess. The lieutenant governor J P 
Grant sought the opinions of experienced 
people in 1859 about the best way to re.solve 
thepioblemsofeducationof the lowerclasses 
of people. It was no wonder that Vidya.sagar 
in response to this question stated. 

An impression appears to have gained ground 
both here and in England, that enough has 
been done for the education of the higher 
classes and that attention should now be 
directed (owerds the education of the 
masses... An enquiry into the matter will 
however show a very different state of things. 
As the best, if not the only practicable means 
of promoting education in Bengal, the gov¬ 
ernment should, in my humble opinion, 
coniine to the education of (he higher classes 
on a comprehensive scale... [Ghosh 1973:4431. 

No doubt, most of the Bengali elitc.s of the 
time held .similar vicw.s. 

There were ht>wever, two notable excep¬ 
tions 1 could come across: Lalbehari Dey 
and the novelist Bankim Chandra Chatto- 
padhaya. Before wc discuss their views let 
us have a look at the debate that was going 
on among the British administrators on this 
issue It was governor general Mayo who, 
to be precise, for the first time attempted a 
real change in the education policy enun¬ 
ciated by Macaulay and Company. Mayo in 
a letter to a friend wrote, 

1 dislike this filtration theory. In Bengal we 
are educating in Engh.sh a few hundred Bahus 
at great expense to the .state. Many of them 
arc well able to pay for theni.sclves, and have 
no other object in learning than (n qualify 
for government employ In the meanwhile 
we have done nothing towards extending 
knowledge to the million. The Babus will 
never do it. The more education you give 
them, the more they will keep to ihemsclve.s. 
and make their increa.sed knowledge a mcan.'^ 
of tyranny. If you wait till the bad English, 
which the 400 Babus learn in Calcutta, fillers 
down into the 40,(X)0,000 of Bengal, you will 
be ultimately a Silurian rock instead of a 
retired judge. Let the Babus learn English 
by all means. But let us also try to do some¬ 
thing towards teaching the three R’s to 'Rural 
Bengal’ [Hunter 1892:179-80). 

Lieutenant governor George Campbell, 
who also held similar views, initiated areform 
which in fact marked a new era in colonial 
policy on education, particularly in the 
province of Bengal. He introduced ‘E’ type 
‘pathsaJas’ as the ‘three R’s’ schools for the 
lower classes of people. The scheme was 
based on the principle of maximum educa¬ 
tion at minimum cost, and it yielded per¬ 
ceptible results in the growth of enrolment 
of children in rural Bengal. However* soon 
in theyear 1872Mayo was killed in Andaman 
while on offici.il tour and the career of 
George Campbell was cut short as a result 
of the .storm creaited by Bengali bhadralok 
against his education policy. 


Mayo was basically aliberal reformist and 
might have wanted mass education as a part 
of his programme of reforming the colonial 
administration. He, of course, had bis Irish 
experience in mind. But the responses of 
Bengali bhadralok smack of their narrow 
class intere.st. They failed miserably to re¬ 
spond as nationalists and accept the chal¬ 
lenge implicit in the move. In fact, even the 
Indian National Congress hardly paid any 
heed to the issue till Gokhale moved his 
historic bill “to make better provision for the 
extension of elementary education” in the 
imperial IcgislaUvecouncil in theyear 1911. 

It is interesting to note that George 
Campbell cnti usted the district administra¬ 
tion instead of the education department 
with the ta.sk of establishing newpathsalas 
of his scheme. The reason may be that the 
education department was not in favour of 
his scheme and the 'B’ type pathsalas. The 
department was rather strongly inclined 
towards the scheme of more expensive and 
improved ‘D’ type pathsalas planned by 
Bhudev Mukhopadhyay, an inspector of 
schools. It may be noted that the courses 
offered in ‘D’ type pathsalas were consid¬ 
ered to be heavier and higher in standard 
than even the courses ordinarily followed in 
the primary schools of England of the lime. 
It was no wonder that Campbell’s policy 
yielded within four years, from 1870 to 
1874, a sharp growth in enrolment. The 
enrolment of children grew during these 
years from 163,854 to 400,721 while the 
cost went up only to £ 228,151 from 
£ 186.598 [Hunter 1892). 

There was an interesting debate on a note 
prepared by W S Atkinson, director of 
public instruction, at the reque.st of Richard 
Temple, on the history and condition of the 
new primary pathsalas. The note was pre¬ 
pared in the year 1874 when the storm again.st 
the policy of Mayo and Campbell was al¬ 
ready over. Atkinson with the help of the 
reports by C B Clarke and Bhudev 
Mukhopadhaya, “the two most experienced 
inspectors”, prepared the note. The main 
contention of the note was to justify the 
establishment of ‘D’ type pathsalas of 
Bhudev instead of ‘E’ type pathsalas of 
Campbell. According to the note, 

Sir George Campbell’s scheme was avow¬ 
edly launched without any definite 
organisation. No rules were fixed for the 
qualifications of teachers, no arrangements 
were made for the inspections of schools, no 
orders regulated (he condition under which 
the subsidies were to be assigned, and no 
provision was made for the payment of the 
gums. All details were left in the hands of 
the magistrates, who were told that they were 
to show their full complement of schools at 
the end of the year and spend the money 
assigned to them [Atkinson 1874:1). 

It may be noted that Campbell wanted to 
make use of the decentralised pathsala sys- 
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lem with minimum govcnunenl control but 
on the principle of public initiative and 
government help. Obviously, the role of the 
education department got marginalised 
while the district administration wasentrusl- 
ed with the majorresponsibility of initiating 
the process. It was no wonder that people 
associated with the education department 
by and large disapproved of Campbeirs 
scheme and considered ‘E’ type pathsalas 
as of no worth. On the other hand, the 
administration preferred them over the ‘D' 
type pathsalas of Bhudev. The department 
considered that quality wa.s sacrificed for the 
sake of quantity while the administration 
argued that in the name of quality the cause 
of universal education should not be injured 
- the dilemma from which we arc still 
suffering. 

It is interesting to note that while Clarke 
in his memorandum held that “1 am not 
satisfied witli the position of the' F’ pathsalas 
in several respects”, Hamson argued in 
favour of them. Hamson observed that 

A true primary school is a .school to which 
the lower clas.ses send their children without 
the expectation that they will thereby rise 
into the nuddle clas.se.s unless they develop 
exceptional ability. Any school which at- 
lracl.s the lower classe,s with the prospect that 
by going through u.s courses they will there¬ 
by mount into the classes, teases to be 
properly a primary school. Judged by this 
standard, no 'D' pathsala... is primary in 
Bengal at the present day. It is frequented 
solely by boys of the middle classes, or boys 
who seek to iisc through its agency to the 
middle classe.s, i e. to become at least 
gomastas, mohuns, head am.stables, orgurus 
themselves. 

He further observed that 

I contend energetically that Sir George 
Campbell was absolutely right in condemn¬ 
ing this system of comparatively high-trained 
gums and 5 mpee pathsalas as an undue 
expenditure of public money on secondary 
under the garb of primary education; and 
secondly, in his insisting on the indigenous 
school.^ of the country receiving recognition 
instead of being crushed out [Harrison 
1874:.^). 

Hamson considered Uiat “the quality of the 
education is not fixed, but a iluctuating 
standard”, and “primary education in India 
must be based on that which is indigenous 
and adapted to the mcan.s of the people” 
(1874:2, 4). 

C C Stevens made a significant observa¬ 
tion on the note of Atkinson. He states. 

Twenty years ago the attention of both the 
government of India and the government of 
Bengal, was earnestly directed in the famous 
education despatch to the difficult question 
of prodding primary education for the lower 
claanea; 'very little’ said the Court of Direc¬ 
tors, *has hitherto been done in Bengal for 
the education of the ma.sse.s of the people’. 


It was therefore ordered that a scheme should 
be prepared by the government of Bengal for 
’the encouragement of indjgenou.s schools 
and for the education of the l^ower classes’. 
Much delay occurred in complying with these 
orders; the Bengal government under a 
misapprehension of the meaning of the in¬ 
structions of the Supreme Government, as 
well as of the despatch seems to have sup¬ 
posed that the work was to be done under 
the rules for grant-in-aid... all that had been 
done was to propose relaxation of the grant- 
in-aid rules in favour of vernacular schools. 
The government of Indiii, however, perceiv¬ 
ing that these vernacular schools were not 
school? for the masses but schools of a higher 
order declined to modify the rules.... [Steven 
1874.11J. 

It was in this context J P Grant collected 
opinions as stated earlier. During the tenure 
of Cecil Beadon, Bhudev Mukhopadhaya 
was ap|X)intcd as an additional inspector and 
worked out an experimental scheme of 
improved pathsala with trained gurus , Tliese 
new pathsalas. which were originally meanl 
for the lower classes, were “taken possession 
of and monopolised... by clas.ses who stand 
higher in social scale’*. In the year 1865 in 
a report, Sarat Candra Banaijce, deputy 
inspector of the Burdwan circle observed 
“that facilities should be offered for English 
education tlmiugh the pathsala”. He further 
observed that 

most of the boys in these pathsalas belong 
to the higher and middle classes and a very 
few only to the lower, no apprehen.sion need 
be entertained as to their not being able to 
avail themselves of any concession made to 
them by government for their subsequent 
education in an English school [Steven 
1874:13]. 

It is apparent that ‘D’ pathsalas did not .serve 
the cause of mns.s education. 

Stevens made a very interesting observa¬ 
tion in this regard. Accoixling to him, 

These new Gums, with an ambition which 
It IS difficult to blame, at once changed their 
’pathsalas’ lo ‘schools'. they adopted school 
hours instead of pathsala hours, required 
books and slates, and refused the payment 
in kind which had always till then formed 
a large pail of the remuneration of the great 
majority of the old ‘hedge school ma.siers’ 
(1874:1.5). 

He even thought that the normal schools 
established for the training of gurus, “though 
no doubt they were efficient as teaching 
institutc.s, have done harm”. Stevens further 
observed, “I believe, the ‘Bhudev’ pathsalas 
failed in their objects... the fund .sanctioned 
for the lower clas.ses had gradually been 
diverted to the benefit of those who had 
previously monopolised the government 
grants,..,” (1874:15). In fact, C C Steven’s 
observation makes a good study of the 
problem of education of the lower cla.s.ses 
in Bengal. One may recall in this connection 


another observation made by H A St^k in 
1916. He observed that 

various plans had been devised and tried for 
bringing school instruction to bear upon the 
lower grades of the people, but the result had 
almost uniformly been that the schools which 
had been organised or improved for their 
benefit had been taken pos.session of and 
monopolised by classes who stood higher in 
the social scale* (1916:88). 

It is interesting to note the observation made 
by the secrelajy of the Bengal govcmmcni 
in this regard. According to him, “There is 
not a single pathsala of ‘D’ class which has 
a Mohamedan master... the masses of east¬ 
ern Bengal will never be educated in schools 
conducted exclusively by Hindu masters”. 
He further observed, “there are many parts 
of the country in which tlic substitution of 
pathsalas of the *D’ class for ‘H’ would be 
an educational calamity. 

Among the prominent Bengali bhadralok 
of Calcutta, Lalbehari Dcy perhaps was the 
only iwson who demanded universal and 
compulsory primary education. In a lecture 
at the Beadon Society in 1869, he supported 
the shift in government policy and refuted 
the arguments that the best means of edu¬ 
cating the mas.scs was by educating the higher 
classes, as was suggested by stal w'aj ts of the 
Bengali bhadralok including Vidyasagar. It 
is interesting to note that in the previous year 
another stalwart, Kissori Ch and Mitra. speak¬ 
ing at a meeting of the Brilish Indian As¬ 
sociation said, 

JliL* lower strata of the .*{ocial fahne must be 
permeated through higher strata That the 
downward filtration ha.s commenced is abun¬ 
dantly evidenced by the immen.se number ol 
.schools and pathsalas already established 
since the Despatch ol the Court of Directors 
came into operation. Educate the upper and 
middle cla-sses, and the lower classes will be 
instructed and elevated 

Lalbchan Dcy retorted. 

This theory of the downward filtration of 
education however llattering to the pride (d 
the higherclas.scs, or rather the highest clas.ses, 
the brahmins, were an educated class a 
thousand years belore the Chnslian era, and 
yet during the last hundred generations, not 
a drop of knowledge has descended to the 
thirty millions... [Stark 1916:88J. 

Lalbehari Dcy approved of the pcdicy of 
spending govcrnrtient funds for the educa¬ 
tion of the lower classes. He even recom¬ 
mended levying an education ccs.s for this 
purpose. Dey was the first Indian to demand 
universal and compulsoiy primary educa¬ 
tion. 

Interestingly, it was perhaps for the first 
time that Bengali bhadralok almost in uni¬ 
son confronted a government policy ‘on 
education In fact the agitation was not 
confined to Calcutta but spread all over 
Bengal. Public meetings were held in 
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CBlcfitta« Dacca and other mofussil lawns 
to register protest against the education 
policy of Mayo and Campbell [Acharya 
1988:1126]. Rajendralal Mitra, a renowned 
scholar of the time, voiced the true sentiment 
of the bhadralok in this regard in his address 
at the meeting to protest against the policy 
held at the town half of Calcutta on July 
2. 1870. He said, 

No Hindu in Bengal would for a moment 
wish to see our present government changed. 
On the whole India never had a government 
so good in the whole course of her history; 
and if the government is to last the necessity 
for learning English will always continue, 
even after the Bengali is rendered as perfect, 
as the English. 

According to him to give up English is to 
commit 'intellectual suicide'. No doubt. 
Macaulay would have been delighted to hear 
this (Acharya 1988J. 

Surendranath Banerjee, the fire-brand 
politician of the late 19th century, also 
condemned the education policy of Mayo 
and Campbell in the same vein. He described 
Mayo’s policy as retrograde’ and 
Campbeir.s action a.s a “regular raid against 
colleges of Bengal” in a lecture delivered 
at the 35th Hare anniversary in 1878. He 
expressed his^happiness that Campbell's 
career was cut short, which he thought was 
because of the protest movement by the 
bhadralok against his policy. Macaulay had 
his best defence among the renaissance 
Bengali bhadralok. 

Bankim Chandra Chattopadhaya joined 
the issue after three years during which the 
controversy continued, but with a different 
note. He had the courage to differ and made 
an objective and dispassionate as.sessmcnt 
of the works of Campbell. He made an 
attempt to evaluate two successive lieuten¬ 
ant governors, William Grey and George 
Campbell, in an article published in his 
journal Bangadarshan in the year 1874. 
Witli wit and sarcasm the piece was written 
in a .style which only Bankim could do. He 
started the piece with a story. 

Once a Calcutta girl was married to a person 
from East Bengal. The bride was beautiful, 
intelligent, educated, hardworking and well- 
behaved. Her father was quite rich and 
adorned her with precious ornaments made 
of gold and jewels while .sending her to the 
in-laws’ house in East Bengal. He was sure 
that no one in the in-laws' hou.se would find 
any fault with her. However, it wa.s revealed, 
when the person accompanying the bride to 
the in-laws’ house returned, that there wru 
much criticism for one thing. The father 
asked, ‘What was that?’ The person replied 
that the bride did not have ‘ulki’ on her 
forehead. 

Now, ulki is a .sort of decoration made on 
the skin with the help of a needle. This is 
a (practice mainly in vogue among the rural 
folk. Bankim remaiks, 


For last three years the most vita] and pal- 
atable topic that Bengali journals re¬ 
lished, was to reproach George Campbell. I 
fear, since Bangadarshan did not fall in line 
we might become the target of scorn for not 
having the ulki. We. therefore, do the pen¬ 
ance by writing something about George 
Campbell 1 [Bagal 1390:889-93, Vol IIJ. 

However, Bankim, different from others 
a.s be was, did not toe the usual line. But 
these word.s of Bankim reveal how intense 
was the feeling of Bengali bhadralok against 
the education policy of Campbell. 

Bankim made a comparison between 
William Grey and George Campbell and 
stated that Grey was popular because he 
adhered to the conventional way and would 
not take any deci.sion independently. In fact, 
he never look any decision but always 
approved of decisions taken by the burcau- 
crat.s. Campbell wa.s different. He used to 
take decisions independently and, if neces¬ 
sary. violating all establi.shed procedures. 
Bengali babus admired Grey becau.se he 
patronised higher education but the babus 
did not know that it was Atkinson’s deci¬ 
sion. Grey would not .say or do anything 
which might make him unpopular among 
the vocal babus, while Campbell could care 
little for popularity and call a spade a.spade. 
He often appeared ratlier arrogant. Accord¬ 
ing to Bankim. Campbell was basically 
egalitarian and a friend of the peasantry. 
Bankim did not find any fault with 
Campbell's policy of diverting government 
funds from higSier education to popular 
education. In fad, he argued in favour of 
this policy from the standpoint of natural 
justice though he did not approve of 
Campbell’s hostile attitude towards higher 
education. He concluded the piece with the 
remark that p<^Ksihly the words of this essay 
would annoy many people hut he would not 
retract his words for fear of (hem In a 
bantering tone he added. 

In this country a blind guides another blind; 
a misguided person guides another. This 
journal and iis editor arc not .scared of any 
adverse criticism and will not give up the 
principle of telling the truth however un¬ 
popular that might be (1390:893). 

It is evident from the above discourse that 
the Bengali bhadralok played a very im- 
pc3rtant and active role in determining the 
course of educational development during 
the .second half of tlic 19th century. It is also 
evident tliat the class i.ssue was very much 
there. In fact, the multiple contradictions 
noticed revolved round this issue of class. 
One may identify the contradictions thus; 
Britishrulers vs Bengali bhadralok; Bengali 
bhadralok vs Bengali labouring classes; 
British rulers vs Bengali bhadralok. Also 
iJrere were contradictions between English 
and Bengali, higher education and mas.s 
education, administration and education 
department. It U rather difficult to see edu¬ 


cational development during the colonial 
period as theoutcomeof a simple imperialist 
and nationalist conflict Even the so-called 
imperialist design, which many nationalist 
scholars tried to discern, may not really 
explain properly the educational develop¬ 
ment of the period. It may be true that there 
was a design to create a class of people who 
would be Indian by blood and colour but 
socialised through English education to 
serve the cause of perpetuating the British 
interc.st in India. But we are to explain the 
shift in the [lolicy as was attempted during 
the second half. This shift cannot be 
wished away as only an eyewash or an at¬ 
tempt to deny higher education so as not to 
allow a nationalist upsurge. More important 
is to explain why the British rulers wanted 
to encourage and support mass education, 
and why enlightened personalities such as 
Vidyasagar and others opposed any shift 
from the course of development laid down 
by the propounders of the imperialist 
ideology of education. An in-depth and com¬ 
prehensive study of educational develop¬ 
ment during the second half of the 19th 
century may give us many insights even 
into the problems we are facing now. In 
fact, most of the i.ssues discussed above 
are still relevant for understanding the 
dynamics of present day educational devel¬ 
opment. 

(This is a revised version of a paper presented 
at the National Senunar on Education. Develop¬ 
ment and Under-development held in August 
1994, organised by CPDHE at the University of 
Delhi] 
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REVIEWS 


Politics, Missions, Conversions 

Gemid Studdert-Kennedy 

The Attitudes of British Protestant Missionaries towards Nationalism in India: 
With Special Reference to Madras Presidency, 1919-1927 by Elizabeth Susan 
Alexander; Konark Press, Delhi, 1994; pp 123, Rs 145. 

Discoveries, Missionary Expansion and Asian Cultures edited by Tcotonio R 
de Souza; Concept, Delhi, 1994; pp 215, Rs 300. 


THESE brief and unpretentious volumes arc 
representative of a development in the 
literature on Christian missions in India away 
from a rather narrowly conceived ‘church 
history’ and towards a more detached and 
critical appraisal of institutions and projects 
of the churches in wider political |x?rspectivc. 
It reflects a more self-conscious response to 
fundamental changes in tlie institutional and 
ideological structures of Christianity that 
have radically transformed its significance 
in the later 20th cenlujy, both as world 
religion and within south Asia specifically. 

In this period powerful hierarchical 
Structures of the colonial era losttlieir former 
hold on their remoter constituents. For the 
Roman Catholici.sm which is the main focus 
of de Souza’s somewhat uneven collection, 
this is notoriously true of south and central 
America, where a long-entrenched and 
reactionary clerical hierarchy has been 
effectively challenged by grass roots activism 
fuelled by pressing economic and political 
resentments. But patterns of institutional 
dissolution have varied considerably. Several 
of de wSouza’s conti ibutors, in a volume 
sponsored by the Goa-Punc Jesuit Province 
which is Its primary area of concern, expose 
the harsh realities of the early imposition of 
an authoritarian and culturally destructive 
Catholici.sm by the Portuguese in the Goa 
enclave. But this was unrepresentative of the 
Jesuit missions to India, and when Msgr 
Aguiar, editor of llie Examiner, turns to 
much more recent times Ui describe the 
arrival in India, “with a bang” in the early 
1970s, of the theology of liberation which 
has flourished in central and south America, 
he has to locate it as an impulse of limited 
impact, in a stagnant context in which 
persistent divisions between rival groups, 
with different rites and traditions, contribute 
to a general erosion there of the Roman 
Catholic confession as a focus of cultural 
identity (Ch 11, ‘Decolonisjng the Church’). 

The Protestant churches identified 
themselves with what was seen a.s the 
historical role of British imperialism in India, 
thoughrcciprocal government endoresement 
of the missionary enterprise was frequently 
qualified and ambiguous. But the corporate 
organisation lx>th of the Anglican ‘state’ 


church and its non-conformist offshoots 
shrivelled rapidly in England itself after tlie 
second world war into a fragmentary, 
defensively ‘ecumenical’ body of Christian 
minority groups and tendencies, a decline 
certainly not anticipated by the patrician 
archbishop of Canterbury, Cosmo Gordon 
Lang, at the time of his authoritative and 
impressive presentation before the House of 
l^rds of the white paper propo.sals for tlie 
Government of India Act of 1935. It is 
impossible to imagine an issue of equivalent 
political importance being presented to the 
upper house at Westminster by an^ i)f his 
post-war succc.ssors as archbishops. Lang’s 
buoyant and well-intentioned ‘Christian 
imperialism’ was widely shared in the broad 
‘liberal’ consensus behind the 1935 Act, but 
it is only quite recently that its distinctive 
contribution to the accelerating process of 
the demission of political power by the raj 
has been critically examined. 

Susan Alexander’s six brief but carefully 
documented and well balanced chapters trace 
the earlier development of the Protestant 
missionary project, primarily in Madras 
presidency, in relation to the evolution of 
the nationalist movement from Jallianwala 
Bagh through to Gandhi’s subtle and 
ambiguous confrontation with the 
missionaries in the laic 1920s. This 
development prepared the way for an 
extensive and succe.ssful indigenisation of 
the Protestant churches in south India 
following independence. They have 
contributed to the subcontinent’s complex 
cultural pluralism, as has, in the long run 
but in a different way, the Catholicism of 
the Goa enclave. 

11 is of course easy to interpret a political ly 
more critical trend in the literature on' 
Christianity in south Asia as an expedient 
and chastened adaptation to the demolition 
of western Chri.sdan triumphali,sm in the 
post-colonial world. This is the position 
polemically taken in Arun Shourie’s 
Missionaries in India: Continuities, 
Changes, Dilenvnas (1994), a book with 
which neither of those reviewed here stands 
any chance of competing in terms of attention 
and circulation. The point is true almost by 
definition, but such ‘apologetic* treatments 


of the intersections of religion and politics 
are not the less valid for that reason. For one 
thing, much of this work, as is demonstrated 
by both de Souza and Alexander, is being 
produced by the heirs to an indigenous 
resistance to metropolitan assumptions of 
superiority, and this had begun to emerge 
within Christian bodies well before 
independence and alongside the nationalist 
movement. For another, its understanding 
of the nature of organisations of ‘believers’, 
in whatever transcending cause or vision, is 
deiaonstrably more* rcali.stic than that of 
some of its critics. 

Of the two books, de ,Souza’s is the more 
explicitly severe, in part because it takes off 
from the exported horrors of 17th century 
European ‘religious’ fimaticism. Alexa»'^wi s 
argument is implicit in an exposition that 
accurately reflects its empirical sources, of 
a history that never remotely matched early 
Jesuit militancy in Goa But both recognise 
that organised Christianity of whatever 
tendency, in common with any other kind 
of organisation concerned with the 
destributionof material and symbolic rewards 
foi identification with a code of beliefs, 
necessarily depend.s c)n matenal endowment 
and structures of authority and therefore 
re.sponds to, and also creates, centres of 
power Uiat mobilise the whole gamut of 
social drives and preoccupations. Every 
institutionalised religion is political in that 
sense: each attempt to embody shared 
conceplion.s of the sacred and their 
implications is caught up in multiple 
contradictions that are only intelligible in 
historical context, and in relation to other 
configurations of power, other institutions. 
So we can only understand the political 
significances of religious commitment as 
the expression of comprehensive con¬ 
figurations of forces, in specific .settings. 
It is tlic universal problem for saints and 
‘true believers’ of every theological 
persuasion that the insights of belief and 
conviction are suspended in a medium of 
institutional practice, group interest and 
collective habit. Tlie.se authors are sensitive 
to the diversities, contradictions and 
ambiguities this entails. 

Shourie's rhetoric, by contra.st, seems to 
liypo.stati.se something called The Church’. 
a tenacious entity that makes tactical retreats 
to be recouped by tactical advances 
(measured in quantitative terms by 
conversion rates), with something of the 
cool flexibility of Mao’s revolutionary 
peasantarmy, and with no less authoritatively 
defined gains in view. Hequotes exhaustively 
from C ETrevelyan’s tract On the Education 
of the People oflndia(\ 938) and the address 
to the Baptist Missionary Society in London 
(1883) by Sir Richard Temple, It-govettior 
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of Bengal, in order to retrieve them for the this **resnUed in a broadening of the encouragement from the institutions of 

record as components of a surreptitiously connotation of the word 'conversion', and religion, and at an incremental, individual 

overlooked charter for an imperial church missionary restatement and rethinking of level, in the form of shifts and adjustments 

with a simple mission to expand through their primary aim in India" (p 86). of behaviour, dress, and appearance, for 

'conversion'.Tliese documents he correctly Today, as is wellknown,Uierc are localities instance the shaving of beards here or the 

describes os revealing and representative, where specific denominations crusade with disappearanceof headgear there. Thesemay 

but what they represent is an ‘imperial something corresponding to the old signify very little in terms of social identity 

Christianity' that is unintelligible except as evangelical zeal. Their successes have to be and religious belief, little more in lliemselvcs 

a component of an imperial order tliat no understood partly, to be sure, in terms of the than strategies of acconunodation to locally 

longer exists. external rc.sources available to them, but pcrccivcdequationsofpowcr. But they too 

Furthermore, they represent only one kind also in terms of the local political contexts, may have cumulative consequences for the 

of position in that defunct order. For there the deprivations and expectations, in which erosion and the constitution of social 

areothcrdocumenls with a.s sound an imperial they operate. Thai elementary insight, identities, asparlofaprocessof‘conversion’ 

pedigree which represent more diffident however, may invite an even broader raising the same questions about the 

cross-currents within it. The Christian understandingof‘conversion* inlessobvious configurations and uses of power and 

imperialism articulated by Lang was areas, to include a continuous and universal influence that lie behind these perceptions 

unquestionably historicist, in general social process taking place with very little and accommodations, 
confident that itknewthe direction in which 
a divine providence was steering history 
and the empire, but the complacent 
confidence of Trevelyan and Temple was 
significantly qualified A thorough, if Rahul Srivastava 

gradual, indigcnisation of the Indian . r., , . . 

Chrisiian churches, for insCancc. was Tending the tarth: Traditional, Sustainable Agriculture in India by Winin 
forcefully advocated by Arthur Hirtzcl, the Pereira; Earth Care Books, Bombay, 1993, pp 315 (including index), Rs 150. 
powerful secretary of stale at ihc India 

Office from 1917 till 1930. Politically THH book under review has no pretensions into a particular cultural trait which he finds 

con.servalivc, a devout churchman and for being any thing more than its title suggests: Pereira and Scabrook indulging in the btxik 

supporteroftlic missions, he was ncvcrthcle?^ it is a well documented study of traditional, referred above. 

scathing aboui the missionary tendency ter sustainable agriculture in India. However. There arc stark similarities between 
replicate familiar western pi acticcs. and the it simultaneously has a political re.sonancc Hardiman’s critique of Pereira and the kind 

failure to encourage an Indian Christianity which demands a more multi-layered reading, of critique levelled against the subaltern 

ruited in Indiancultural idioms. As acla.ssieal It can be viewed at least at two levels. One, studies project. Can we sec Pereira and his 

scholar, he knew about Ihc decay of empires, related to its theoretical as.sumplions (not ilk representing an “extreme” subaltern 

and he hung rather anxiously onto the neces.sarily articulated) and the other, a more position, creating their own semi-fictions? 

prospectofabeltcrworld that would at least straightforward reading of the text. That Or can we construe some of the defences 

be informed by the spirit, as he interpreted lhc.se levels arc related is evident in David provided by the .scholars of subaltern studies 

It, of Christ, even il it did not everywhere Hardimm >icrmquc(StibaltemStudiesVlli intoadcfenceofWininPereira?Considering 

acknowledgcChrists divinity as a dogmatic OUP. Delhi. 1994) of Pereira’s earlier work, the pol i tic al conce ms Ixihind Pereira's efforts, 

imth. He was aware, as w^erc the bishops in Askintf the Earth' Fanns, Forestry and one can u.sc the latter suggestion and give 

India,thatmassconver.sion was a very mixed Survival in India (with leremy Scabrook, his book a more cmpathetic reading. From 

blessing for the churches as communities of London, 1990). Since some of the arguments this point of view, the book under review 

believers, the product, as mass conversion in the critique are relevant to the book being comes across as a fairly interesting piece of 

by and large was and is. of attempts by reviewed here il would be a good idea to work with a well thought-out political 

communities to relocate themselves in local take a look at it first. agenda. 

scKio-politicalcontexts and to take advantage Hardiman complain s that writers like Tliis book continues the tradition of making 

of perceived, hitherto unavailable material Pereira (among others, Vandana Shiva, for sweeping statements about the west and the 

opportunities It was in fact widely believed example), in theirenthusiasm fora political ea.st, but they can be best.seen as cuphemi.sms. 

in the political coalition for whidi Lang agcndaofUieeiivironmentalmovementmake Tlicre are other assumptions which make 

spokcthal‘Christ'could and did enter Indian sweeping statements about ‘forc.stscKietics’, one more uncomfortable. For example, in 

society through developments within ‘Uie west’, etc. They exaggerate the moment the chapter, ‘Traditional Culture and 

‘Hinduism* and Islam: indeed in the 1920s ofcolonialism as being the major disruption Development’, which de.scribes the historical 

and 1930s this became an orthodoxy among for the forest societies, by inaugurating a movement of populations in India in relation 

missionaries working in the Chrisiian violent and anti-ccological modernity, to the natural environment, the author stales, 

colleges in India, where conversion in the Hardiman states that their writings construct “As populations rose, Indians could have 

convcntionalsense was actively discouraged, the image of forest societies in accordance overrun neighbouring countric,s, but though 

Il is hard not to see this theological .shift with theirdcsireforan ecological utopia and they were often invaded by their neighbours, 

as a pragmatic accommodation, before the downplay the inequalities around gender, they resisted doing so themselves Increased 

fact of the failure of the subcontinent to cla.ssandkinship which these.scKietics have output of food and other essential pn^duce 

emerge from the oriental darkness in which known to possess. In his own study on the had to come from the space to which they 

earlier British evangelicals, in particular, Bhilsof the Dangs (1820-1940), Hardiman rc.strictedlhcmsclves,forcingtheminio.self- 

saw it drowning, But, as Alexander points tries to show how the Bhits did not reliance (p 16). From here tl\c narrative 

out, it was also Gandhi's challenge on the spontaneously reflect an ecological enters into a detailed analysis of the self- 

question of conversion that “stimulated the consciousness and that a number of historical reliant village economy of traditional India, 

missionary debate on the missionaries factors moulded tbeir choice regarding the The perception of India’s past as being a 

understanding ofthe principles and methods uscof re.sourccs.Thus, Hardiman distances political entity with its own neighbours' is 

of their primary mission in India" and that himself from any essentialising of history obviously ahistorical and miles away from 
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the assumptions of the subaltern studies. 
Alongside^ there is a contradictory vision of 
the self-sufficient village economy without 
any attention paid to its linkages with 
feudalism or larger kingdoms in a classic 
old-fashioned image of traditional non¬ 
western society on which colonial 
anthropology has thrived. It is with regard 
to such interpretations that Hardiman's 
critique comes as a useful caution. However, 
it would be unfair to perceive all the concerns 
of the woikre fleeted in these interpretations. 

The major arguments of the author centre 
around the political economy of food 
production and consumption and its 
relationship to agricultural practice. Food, 
both in its economic and cultural sense, has 
been a topic of interest to many scholars. 
Sidney Mintz’s major work, Sweetness and 
Power — The Place of Sugar in Modem 
History (Viking 1985), shows how the 
aesthetics of sugar consumption was linked 
to the changing processes of its production, 
linking economics from different parts of 
the world during colonialism. The increasing 
availability of sugar, and the technological 
changes which enabled it to be used in a 
variety of ways, went hand-in-hand with its 
changing cultural perceptions. Similarly, 
Pereira analyses how specific ecological 
demands gave rise to enormous variety in 
rice a]id cotton p|;oduction. He links up bio¬ 
diversity to traditional practices and the 
cultural framework in which it was produced 
and consumed. The major break came with 
the advent of*western production systems 
which homogenised not only forms of 
production but also the ty[)es of species 
grown, and consequently, the consumption 
patterns of the people. Pereira discusses the 
important issue of consumption in ‘Tlie 
Diversion of F'ood’, and reveals the 
differences in the meaning of diversity in 
the two broad systems of agriculture. While 
in traditional forms diversity existed in the 
intrinsic quality of the produce, where a 
hundred different varieties of rice with 
varying ta.stes and flavours flourished, in the 
modem system diversity becomes a fetish 
in the market place, where one or two standard 
varieties are packaged or processed in a 
hundred different ways. (Is there a useful 
analogy here with pre- and post-modern 
visions of cultural plurality and difference?) 

The relevance of Pereira’s idealisation of 
traditional agricultural practices can only be 
measured if one understands the political 
and economic consequences of modern 
agricultural practices in the context of 
inequalities between and within nation.s and 
its negative impact on the environment. Tlic 
author argues that affluent western nations 
have agricultural practices linked to food 
processing and packaging industries, in 
whom certain myths around foo^ arc well 
entrenched. For example, the impression 
that unprocessed or untreated food can be 


harmful to health leads the way to huge 
multi-million dollar industries which are 
concerned with packaging the food into more 
'acceptable* forms. In the words of the author, 
"synthetic dyes are used to render them more 
attractive" and in some cases "packaged 
peas have a virulent green colour that "runs" 
when the peas are cooked" (p 52). Yet these 
intervention.^ in the processing of food are 
now being considered to be more harmful 
as compared to ‘untreated* focxl, but the 
industrial backing which these myths enjoy 
are difficult to resist. That is why attempts 
discussing alternative forms of agricultural 
production are often ridiculed a past-time of 
.some eccentric romantics. 

Pereira opposes the entry of multinational 
ftx)d processing firms in India and warns 
against their impact on local production 
systems. These industries, especially in the 
field of ‘fast-foods’, compete with local 
hawkers and usually claim thal then own 
products are cleaner and safer. Any scientific 
inquiry into the actual nutritional level of 
a Macdonald burger will level it with the 
average ‘wada pao’ of a local hawker, ffut 
these industries .sec to it that their image is 
well-cultivated and such critiques quickly 
aborted. Consumer awareness organisations 
even in countries like the US and the UK 
find it difficult to make any detiLs in such 
perceptions, so one can imagine the odds 
such a critique in India has to face. 

Tlie abundance of focxl in tlic supermarket 
often acts as an eyewash to the fact that 
hunger still remains a huge problem for the 
world. Yet few relate thi.s contradiction to 
the actual production practices of the 
concerned economics. The author is of the 
opinion that the increased quantity of food 
production is short-circuited in the market 
due to the artificial semblance of variety 
which the processing and packaging 
industries create. Thus while some people 
get more and more kinds of food a vast 
majority are victims of hunger. Like other 
excesses of the market, food prices are kept 
propped up through artificial means leading 
to huge quantities of waste and inacce.ssibility 
to the deprived sections. Pereira is particularly 
concerned about the influence of the GATT 
treaty in this regard and its consequences on 
the Indian market. In his words. “The 
acceptance of the new GATT proposals will 
lead to increased corporate concentration in 
the processing sector with their own ‘factory 
farms’ to cater to demands. Efforts to 
‘harmonise’ regulations to eliminate ‘trade 
barriers’ arc likely to be simply means to 
dilute strict contamination laws" (p 51). 

Critiques of large-scale agriculture with 
its emphasis on monocultivation, high yields, 
genetic manipulation and its use of synthetic 
fertilisers and insecticides along with the 
chemical intervention by the packaging and 
processing food industries, are nowpopular 
in western countries. The organic focxl 


industry, an organised body of producers, 
retailers and consumers of food free fh>m 
any synthetic intervention, is afast growing 
movement in many western countries. The 
author feels that in spite of some limitations, 
the organic food movement is a step in the 
right direction. However, his whole-hearted 
support is for the innumerable traditional 
agricultural practices existing in India which 
coincide with the noblest of modern 
environmental and health concerns. These 
are .sketched out in minute detail with the 
careful observing eye of the diligent 
ethnographer and will no doubt be useful 
to those interested in the technicalities of 
sustainable agriculture. 

Since the book has a well chalkcd-out 
political agenda (firmly entrenched in the 
environmental movements) it manages to 
sustain an interest for the reader. However, 
as Hardiman has pointed out, thi.s is 
countered by a language which often fails 
to do justice to its complex subject matter 
and often distracts the reader with broad 
generalisations. One major grievance which 
Pereira shares witli many i)thers within the 
environmental movements is that the west 
objectified nature and then proceeded to 
ravage it. However, the deification of nature, 
"Jk^hich one often comes across in his writings 
(usually projected onto the myths of tribals), 
IS still part of the same objectification. One 
wonders if it is possible to articulate his 
concerns in a language which is not so 
dismissive of one half of humankind and 
then looks for areas of innocence in other. 
Surely, the forces of injustice and oppression 
are not so easily classified? 
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Whiflier India’s Environment? 

J Mohan Rao 

Orthodox economics has traditionally focused on the efficiency of resource allocation and avoided discomfiting questions 
concerning both the social equity of economic outcomes and their ecological entailments. Ihis paper elaborates the nexus 
among economy, ecology and equity, using India as a case study. Key areas of the environment are surveyed and lines 
of causality between various economic factors and environmental degradation are analysed. In a companion paper, to 
appear later, alternative economic policies, directed at the fulfilment of basic needs and environmental protection, are 
explored. 


I 

Economy, Ecology and Equity 

ORTHODOX economics has traditionally 
focused on the efficiency of resource 
allocation and avoided discomforting 
questions concerning both the social equity 
of economic outcomes and their ecological 
entailments. Distributive issues arc held at 
bay by assuming the feasibility of unrestricted 
lump sum transfers - the separation postu¬ 
late. Environmental concenis are elided with 
the twin assumptions of free disposal and 
superabundant natural resources. These 
assumptions allow full play to the market' 
based price calculus to assure economic 
efficiency. Buttressed by faith in elastic 
technical substitution between produced and 
natural resources, that calculus may be 
suitably elaborated to account fi>r exhausti¬ 
ble resources. Where the source and sink 
functions of renewable resources cannot be 
privately appropriated, a benign state is 
invoked to guide the invisible hand with 
optimal price corrections that serve to 
internalise the externalities - the inter¬ 
nalisation postulate ‘ 

To argue that observed ecological 
degradation poses a serious threat to business 
as usual is to argue one (or boUi) of two 
things. First, ecologically de.struclive 
economic activities are inefficient not merely 
because of the resulting resource mis- 
al location but also because of the (excessive) 
scale of activity levels-excessive in relation 
to the limited availability of natural capital 
when the latter is complementary to human- 
made capital [Foy and Daly 1989). Second, 
even if resources are efficiently allocated 
and activity levels within the bounds defined 
by natural resources, “a skewed distribution 
of resources may still be an underlying cause 
of environmental degradation” IMearns 
1991, p 39], The second argument directly 
denies the realismof the separation postulate. 
In doing so. it joins along line of alternatives 
to orthodox economics. Both arguments can 
also be used, especially for tlie circumstances 
of poor countries, to question the substantive 
scope for internalisation using traditional 
tools of policy. Note however that scale and 
distribution are scarcely independent of each 


other; e g. population growth may be related 
to the incidence of absolute poverty just as 
tlie treadmill ofconsumeri.sm may be driven 
by relative incomes. 

Whereas unresolved environmental 
prt)blcms typically manifest themselves as 
co-ordination failures, appearances are apt 
io be deceptive. Successful co-ordination 
hinges on the political configuration of 
interests in the activities that degrade the 
environment and on the policy Instruments 
available, But the feasible .set of policy 
instruments is itself constrained by the 
institutional structure of the economy. It is 
therefore difficult if not impossible in practice 
to separate co-ordination failures from a 
skewed distribution of wealth and power. 
The lact that stale policies are endogenous 
to the ectmomic system (and hence, at least 
in part, a function of the forces determining 
scale and distribution) implies that the con¬ 
trollability of natural resources is as much, 
if not more, a problem of designing sensible 
institutional solutions that command 
acceptance as ol getting Pigouvian laxe.s 
right. Especially in pcK)r countries, price 
instruments appear to be as insufficient to 
the task of internalisation of externalities as 
they demonstrably are in assuring the 
fulfilment of basic needs of large numbers 
of people.^ 

This paper elaborates the nuanced but by 
no means neat nexus among economy, 
ecology and equity outlined above using 
India as a case study. It is arranged in two 
parts. The objective in part one is to inquire 
into the causal inter-connections between 
economic growtli and major areas of concern 
relating to India's environment that have 
emerged over the past decade or two. To this 
end, section two surveys the stale of key 
areas of the environment - land and forests, 
water for irrigation and elements of the living 
environment including the quality and 
quantity of water, the disposal of wastes and 
energy use. In section three, we analyse 
several inter-connected lines of causality 
between the scale of population and income, 
absolute poverty, technological choices and 
inequalities of income, wealth and power on 
tJie one hand, and environmental degradation 
on t^e other. Feedbacks from environmental 


losses to the economy arc addressed in this 
section. 

Though selective and exploratory, the 
analy.sis is sufficiently macroscopic to serve 
as the groundwork for examining alternative 
economic strategies. This task is pursued in 
acompanion paper to bepubli.shed later. The 
next paper will briefly consider the changes 
in economic policy initiated under the 
structural adjustmcnlprogramme(SAP) and 
their portents for India’s ecology, and 
construct a case fi)r an alternative to SAP 
- needs-oriented economic and ecological 
development or NEED - which directs 
economic refonns explicitly to the fulfilment 
of basic needs, employment expansion and 
to a measure of environmental restoration 
and protection. Priorities under NEED will 
be specified at least in broad terms and de¬ 
fended, cei\d al issues connected with imple¬ 
menting tlie strategy are raised, and an appro 
priate division of labour between states, 
markets and local communities defined. 
With a focus on investment allocations 
suitable to NEED, the paper concludes with 
a preliminary sketch of the macro-economic 
requirement.^ and ini pi i call on .s of NEED. 

11 

Development and Degradation 

Until a century ago. India’s natural 
resources-cultivable lands, forests, grazing 
lands and minerals not to mention clean air 
and clean water - were far more abundant 
than they presently arc P<ipulation was but 
a quarter of what it is today and 
i^nvcnlionally reckoned per capita income 
wa.s probably about half its current level 
The accessibility of .some of this abundance 
permitted the bulk of the population to meet 
its basic requirements of fuel and housing 
materials, as also inputs such as fodder, 
animal dung and artisanal materials, by 
expending labour alone (Singh 1986; Gadgil 
and Guha 1992]. Although the control of 
much cultivable 1 and, credit and .state offices 
was indeed concentrated, a sizeable part of 
the population met even its ftx>d needs by 
an assortmentof activitie,s including fishing, 
gathering, hunting, cattle grazing and shifting 
cultivation. 








Pn)in 1865 onward, the colonial regime 
enacted a series of laws converting a great 
deal of common lands, all water sources and 
much of the forested area into state property.^ 
This served to raise the revenues that fin¬ 
anced the empire and fuelled the ongoing 
industrialisation of Britain with raw 
materials. The regime continued with little 
modification after Independence but its 
benefits have been very unequally 
distributed. Resources that were not simply 
usurped by those with the private or public 
clout passed formally into state ownership. 
However, state property and monopoly have 
provided a convenient cover for private and 
privileged appropriation. To be sure, the 
independent state also ushered in an era of 
planned development from 1951 with 
massive investments in infrastructure. As a 
result, real GDP grew 360 percent between 
1951 and 1993. With population growing 
by 144 per cent, per capita GDP rose by 87 
per cent over the same period.^ This entai led 
an enormous extension and intensification 
of natural resource extraction, resource 
degradation and pollution. 

TTiis section documents salient aspects of 
natural resource use and its impact on ea)Iogy 
treating underlying tcauses in general 
economic terms. The following section takes 
up specific issues of causality linking growth, 
distribution and ecology paying particular 
attention to the institutional environment. 

Land 

Two.-thirds of the workforce continue to 
derive their livelihood and many of their 
basic requirements from the primary sector. 
The slow growth of non-agricullural 
employment has not relieved population 
pressure on the land; the land frontier itself 
has long since run out. As a result, vast areas 
of .semi-and and fragile soils have been 
brought under the plough and close to 60 
per cent of agricultural land is degraded to 
varying degrees [Ooverament of India 
1992b). 

Quite apart from the natural action of 
water and wind, land degradation is the 
result of inlen.se biotic pressure on forests, 
waterlogging and salinisation traceable to 
deforestation and improper management of 
irrigation, and soil erosion caused by 
inadequate investment in soil and water 
conservation activities. At 16.35 tonnes per 
hectare a year. India has an alarmingly high 
rate of soil erosion [Goel and Prasad 19931. 
Satellite imagery showed only 64 million 
hectares (19.5 j>er cent of total area) to be 
under forcslcoverduring 1987-89compared 
to a government target of 33 per cent. Of 
this, only 7.36 million hectares arc forests 
with adequate crown cover. Between 1987 
and 1989, aquarter million hcctare.s of forests 
were lost (SPWD 1991].* 

According to the National Commission 
for Agriculture, .some 6 million hectares of 


agricultural land suffer from waterlogging 
and another 7 million hectares from soil 
salinity and alkalinity. These account for a 
quarter of irrigated lands (or one-clevcnth 
of cultivated lands). Areas prone to floods 
are estimated to be 18 per cent of the total 
and to have grown at over 4 per cent per 
annum since the late 1960s, perhaps reflect¬ 
ing the combined effects of land exten¬ 
sion. intensification and deforestation (CSE 
1987]. 

Despite rising water and input intensity, 
land-u.se patterns and techniques account for 
the very low agricultural yields. Similarly, 
two-thirds of land classified as non- 
agricultural consists of denuded forests and 
land with very low useful yield. Indian forests 
too suffer from productivity levels that arc 
only a third of the world average (SPWD 
1991]. The growing pressure on land and 
forest resources described above produces 
increasing burdens on rural people, 
particularly the poor. In the more threatened 
ecosystem.s, this may be legitimately 
de.scribed as a subsistence crisis, an important 
manifestation of which is the rapid decline 
in common properly resources (CPRs), 
including grazing and fore.st lands and water 
courses. CPRs are especially important in 
supporting subsistence farming via the 
sustenance provided to farm animals. Yet, 
over the pa.st four decades CPR area declined 
between 30 per cent and 50 per cent even 
as their yields were strained by the doubling 
of population.'’ 

Apart from such local effects, deforestation 
and overgrazing also impose serious off-site 
losses Silt loads in rivers and the rate of 
siltation of artificial reservoirs are much 
above expectations f B uch 1992]. The above- 
noted expansion in estimated flex^d-prone 
area is a related outcome. There i.s also 
evidence for micro-climatic effects flowing 
from deforestation [CSE 1987]. 

While no one doubts that economic and 
population growth arc resptmsible for land 
and forest degradation, the appe^rtionment 
of blame along the rural-urban axis has 
attracted controversy. On the rural .side, the 
chief villain is the severe competition for 
land to meet food, fodder, fertiliser and 
fuel wood requirements. The growth of the 
cattle population has remained highly 
complementary to the growth of crop 
cultivation (and of human population). 
Animals provide dung-fertiliser and draft 
powerfor cultivation, dung-fuel forctxiking 
and dairy and meat products for direct 
consumption. With only one-fortietli of tlie 
world’s land, India supports more than half 
the world’s buffaloes and over a seventh of 
the world's cattle and goat populations [CSE 
1987]. 

Growth can alleviate this conflict - as crop 
residues increase with higher agricultural 
yields, cattle can be fed better and larger 
quantities of dung can be produced. Whether 


it will actually do so, however^ depends on 
a.s8et distribution as well. Within regions, 
peasants bang on to their tiny holdings and 
stocks for want of any other form of economic 
security. Together with the breakdown of 
the social regulation of commons, this 
explain.s the excessive rate of stocking from 
the social standpoint (Moore 1974]. The 
situation is compounded by a hiatus, both 
within and across agro-climatic zones, 
between the distribution of gains in crop 
residues and the distribution of animal owner- 
.ship. Though crop residues account for 60 
per cent of fodder consumed on average 
[Goldembcrg et al 1988], pastures arc 
probably far more important for the worse 
off cattle-holders and region.^. 

Tlic fcX)ci-fodder conflict has also led to 
encroachment of adjacent forest areas by 
cultivation and grazing. In many areas, the 
decline of CPRs has increased the weight 
of forest produce as a source of supplementary 
income for poor and marginal cultivators 
and labourers. FuelwcH)d supplies 46 per 
cent of household energy, 70 per cent and 
50 per cent respectively for rural and urban 
hou.seholds (Government of India 1992dl. 
According to one estimate, fuelwcxid 
consumption is 162 million tonnes but a 
large portion may be unaccounted for [World 
Bank 1993). A consolidation of village 
sample surveys suggests that rural fuelwcxid 
consumption may be as high as 252 million 
tonnes a year [TERI1993].Nolwith.standing 
these wide differences in estimated rural 
consumption, estimates of non-fuclwood 
demand rarely exceed 10 per cent of total 
wood demand. This has prompted the 
contention that deforestation in India today 
is chiefly a consequence of demographic 
growth (Buch 1992:112). 

Tliis view is far from being uncontested. 
While rural consumption of firewood is the 
major share, much of it is in tlic form of twigs 
and leaves rather than logs - the actual felling 
of trees for rural use is not a common practice 
[Rao and Srivastava 1992). True 
deforestation is blamed on other causes such 
as agricultural encroachment, overgrazing, 
development projects and commercial 
logging beyond regeneration rales, not all 
of which are driven by population growth. 

It is also contended that the pernicious 
influence of the non-subsistence wtx>d 
economy may not be captured by its apparent 
weight in total consumption, Thccommercial 
sector includes industrial demands for timber 
and pulp and fuclwoodfor urban consumers. 
Tlicsc arc thought to dominate the entire 
system of forest m anagement. The rc.su Iting 
“alienation of local users results in destruction 
of forests in a variety of ways” [Bajaj 
1992:239). The collusion of fore.st officials 
(90 per cent of all forest areas is state- 
owned) and commercial interests is known 
to support much pilferage which remains 
unaccounted for Though local rather than 
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indufitrial users have a stronger stake in 
maintaining forest yields, such pilferage also 
provokes subsistence users to lose their 
interest in regeneration. In shoit, the growing 
commercial demand has a corrosive effect 
on attitudes and institutions in the subsistence 
economy. 

Oovcrnmcnl has promoted a variety of 
afforestation and regeneration programmes. 
Whereas government strategy until the 1970s 
focused on quick growing species and 
maximising timber outturn to meet heavily 
subsidised industrial demands, the new 
forestry sU*ategy of 1988 aims to supply 
industrial demands from farm forestry and 
subsistence needs from social forestry. The 
rapid growth of farm fore.stry beginning in 
the 1980s, though heralded as a re.souncling 
success, turned out to lx* otherwi.se. The 
planting of trees, particularly of eucalyptus, 
was adopted mostly by better-off farmers in 
Cfujarat and in the north-western states, as 
an escape fn)m declining agricultural returns 
due to falling prices, rising labour costs or 
labour management prc^blems | Saxena 1992). 
But when prices fell by 80 to 90 per cent 
in 1987, many decided to cut their losses 
by returning to farming. 

Apart from the hog-cycle charactcrof this 
epi.sodc, there may also be long-term factors 
that do not augur well for farm forestry. Tlie 
doin i nance of head -1( >adc rs and own - acaiu nt 
galherer.s (it.self a reflection of the 
aforementioned ensis of subsistence) in 
Wixxlfucl pnxluclion means that fann forestry 
lor fuelwood markets is not viable; what is 
more, farmers who have the wherewithal to 
go in for farm forestry arc in aieas far removed 
from the major regions of woodfuci shortage 
or even of die non-fuel wood ct>nsuming 
centres in the south [Saxena 1992) 

Government efforts in the past to conserve 
soil appear to have been even less succe.ssful 
than its efforts at forc.stconscrvation - fanners 
have in many cases failed to adopt 
recommended practices or not maintained 
investments installed by the government 
fVaidyanathan 19911 While it may be 
understandable that farmers ignore off-site 
los.ses due to soil erosion, their reluctance 
to undertake investments to control on-sitc 
losses should be a cause for surprise. 
However, individual fanners arc often held 
back from the latter investments by lenurial 
insecurity, insufficient knowledge, credit 
constraints and low risk-bearing capacity 
[Kerr andSanghi 1992). Another important 
consideration ari.ses from the fact that erosion 
control measures are often .subject to scale 
economies and require co-ordinated action 
on the part of many cultivators sharing a 
watershed. Dryland cultivators are 
particularly sensitive about the existing 
demarcation of property lines by bunds and, 
where they arc hcterogcncou.s, strongly 
reluctant to co-operate. Therefore, 
govemmentefforts to persuade them to accept 


contour banding, which distributes benefits 
and costs unequally among the pre-existing 
ownership parcels, have largely failed. 

Wathr 

Tapping water resources critical to 
production and consumption alike i.s 
increasingly faced with physical, economic 
and social constraints. The average annual 
availability of water per capita has declined 
from 5.236 cubic metres in 1951 to only 
2,227 metres in 1991. Should cverfan opti¬ 
mistic population projection [Government 
of India 1992a] be realised, this will decline 
further to only 1,555 cubic metres by the 
year 2,013 metres [Chitale 1992|. Even if 
this level of water supply should prove 
sufficient in the aggregate, the enonnous 
regional variations in water availability will 
po.se serious problems of water distribution 
01 population location and exacerbate already 
prevalent socio-political conflict.’ 

Despite much faster expected growth in 
water demand for energy and industry 
through the year2025 compared to irrigation, 
the latter will still account for 73 per cent 
of water use compared to 83 percent prc.sently 
(Chitale 1992). Pre.sent u.sc represents about 
40 per cent of the total water ulilisablc for 
irrigation (45 per cent of surface water has 
been utilised and 33 percent of groundwater). 
The irngable land area (gross) potential 
created by investments to dale is about 80 
million hectares (mb), growing at the 
compound rale of 3,3 per cent from 1950. 
A careful recasting of previous projection 
exercrse.s shows that the ultimate irrigable 
potential is 101 mh which is 89percent of 
the official estimate I Chopra and Sen 1992). 
With a reasonable allowance of2600caloncs 
per capita daily, the stationary population 
(of 1.7 billum) would need 474 million 
tonnes (mt)of bxKlgrains. With the irrigation 
potential fully utilised, current actual average 
yields will produce only 258 mt. Should 
yields rise to currently pi'evalentbcst practice 
levels, potential output ri.scs to a level that 
will meet demands at Uxlay s levels of 
foodgrain availability per capita. Wit h a rise 
in yields to the best values achieved cunently 
on irrigated experimental farms (and a 
proportionate rise in rainfed land yields), 
prixluction will ri.se to 631 mi which is well 
abt>vethcrcquircmcntof474mtnotcdabove. 

However, these projections of production 
potential are ba.sed on irrigable area and 
make no allowance for aviditional water 
demands that rising yields will imply. Chopra 
and Sen show that, given current water-use 
practices, water will be the effective 
constraint, not land. The calculated water 
deficit in the various yield scenarios ranges 
from 21 per cent to 63 per cent. Apart from 
the stringent requirements for on-farm and 
off-farm improvements in water use 
efficiency to meet future food needs,* rising 


investment costs and growing off-site 
environmental pn^blcms are also of enormous 
concern. In major irrigation, the .scope for 
run-of-thc-river projects has been virtually 
exhausted so storage dam.s will continue to 
be important; inter-basin tran.sfei's also appear 
to be inevitable. Decreasing returns due to 
groundwater overexploitation have required 
progressivedeepeningof wells with attendant 
increases in costs. Off-site lo.ssc.s due to 
deforestation, soil erosion as also increasing 
rates of siltation of reservoirs and growing 
costs of rehabilitating displaced person.s have 
led somecnlics ic^comprehensivcly condemn 
irrigation development in the country as 
essentially uneconomic and envin^nmentally 
uasound [Amte 1990]. 

Habitat 

The system of production also affects the 
living environment/habitat of people 
directly ~ the water they drink, the air they 
breathe and the phy.sical amenities (c(X)king 
fuel, housing, sanitation, energy and transport 
forms) they use to live and work. There are 
consequent effects on people's health and 
survival chances, which then feed back on 
die production .system. These effects may be 
expected to be particularly .severe given die 
widespread poverty in India and the low 
level of fulfilment of such basic needs as 
food, water, saniuition, health .scrvicc.s and 
housing. Poverty simply puts private 
solutions to environmental problems out of 
the reach of most people. The low rate of 
literacy also implies that many people arc 
iinawai-cof the ways in which envijxmmcntal 
conditions affect their lives and of the .social 
means by which they might seek redress. 

Over two-thirds of all drinking water is 
obtained from surface sources such as rivers, 
lakes, ponds and open wells. About 80 per 
cent of the population does not have access 
to safe drinking water. Some 1,75.000 
village.s still are without potable water fYCP 
19931. The urban poor too suffer from a 
particular lack of access to drinking water 
with only a third or .so having sajp access 
(Sivaramakri.shnan 1993. volume 11 In 
con.sequence, the poor must take resort to 
pidlutcd surface sources In mo.st of urban 
India, intermittent supply is a persistent 
problem. Over a quarter of water remains 
unaccounted for in m any towns. VVater tariffs, 
including for industrial uses, well below 
costs mean that conservation and recycling 
incentives are weak. 

Apart from availability itself, 
overexploitation of groundwater and 
pollution of surface .sources arc the key 
problems. Seventy per cent of surface water 
is .seriously polluted (YCP 19931 primarily 
because industrial effluents and sewage water 
remain largely untreated before being 
discharged into waterways. The rising share 
of industrial water demands in urban areas 



does not portend well for water Kouites. In 
rural areas, the growth of groundwater 
irrigation is posing an increasing threat to 
them IRamachandran 1990].^ 

Over a llurd of India's urban population 
live in slums. Land values arc extrao^inarily 
high and living conditions accordingly worse 
in the million-plus cities whose number has 
grown from just one in 1901 to 23 in 1991. 
Even as housing for the poor is squeezed 
by rising land values, congestion and 
transport externalities increase apace. 
Legislative action, in the form of the 1973 
Urban Land Ceilings Act, seeks to prevent 
land amcentration and price escalation. But 
the slow appeal process has rendered the 
physical takeover of land (by 1987) only 2.3 
per cent of a total of 1,66,000 hectares 
declared to be in excess of ceilings [ESCAP 
19931. About three-quarters of urban 
households are without adequate sanitation. 
Only 15 per cent of them have private toilets 
and 60 per cent resort to open defecation. 
I^ss than half of waste water is collected 
of which less than half is treated at all 
Although garbage generated is relatively 
low (between 350 gms and 5(K) gms per 
capita), garbage collection varies between 
20 per cent and 96 per cent. The occasional 
sanitary landfills apart, open dumping in 
low-lying areas is the norm. Problems of 
rural pollution of air, soil and water have 
not reached the scales attained in urban 
India. Ciarbage tends to be recycled as 
compost and effluents aie absorbed by the 
soil- leaching of chemical fertilisers, 
pollution by industrial effluents or pesticides 
have not (yet) reached insuperable levels. 

Water and sanitation related illnesses such 
as cholera, dysentery and gastroenteritis 
accounted for about 60 per cent of all urban 
deaths [Sivaramakrishnan 1993, volume 2) 
and, presumably, a similarly high proportion 
of total morbidity. Conversely, studies have 
.shown that imprewed access to clean water 
and improved sanitary habits contribute 
substantially to a reduction in the incidence 
of various diseases among children. 

Air p^iUution in the bigger cities is a 
growing hazard to health and comfort. 
Increasing rates of respiratory illne,sscs 
especially among children have been 
recorded for cities such as Delhi. In the four 
metropolitan cities, .suspended particulate 
matter (SPM) is 360 mg/cm compared to the 
WHO standard of 150. Apart from SPM, the 
pollution load due to industrial emissions 
and vehicular exhaust is also growing. 
Although effUient standards for 23 industries 
and emission standards for 21 industries 
have been set as part of ilie MINAS (minimum 
nationaJ standards) programme, enfi^rcemcnt 
has proved difficult, dilatory and litigious 
and relocation of non-compliant firms often 
impossible [Sivaramakrishnan 1993, volume 
IJ, Due to their more dated technologies, the 
existence of scale economics in pollution 


control and the greater difficulties of 
regulatory monitoring and enforcement, 
small firms probably generate more pollution 
per unit of output than do large firms.*® 

For the vast majority of Indians, 
particularly tlie poor, indoor air pollution 
due to smoke and fumes from the burning 
of biomass (w(H>d. agricultural residues and 
dung) chiefly for cooking is the premier 
hazard. Women and children are most 
exposed to it. What is more, women and 
children in rural areas arc compelled to s|)end 
many hours in collecting biomass which 
provides 87 per cent of all cooking fuels 
I Government of India 1992b). The growing 
shortage of biomass is raising the effective 
cost of using it but it is less unaffordable 
than the alternatives. AlUiough biomass fuels 
provide nearly 34 percent of primaiy energy 
and 70-90 per cent of household energy, 
these are low efficiency fuels [IGIDR 1992). 
The poor cannot afford the initial investment 
costs of l^PG and other alternatives. As a 
result, the effective energy cost to the poor 
can he twice as high that for the rich. 

Ill 

Poverty^ Population and 
Political Economy 

Enough has been said in the pieceding 
section to suggest that economic growth has 
been accompanied by growing environ¬ 
mental degradation which, in turn, is 
restiicting options in botli production and 
living conditions. Economic scale, techno¬ 
logical and organisational choices and .social 
equity are all implicated in economy- 
environment linkages. Tile task of this section 
is to examine analytically the causal 
influences of scale, substitution and 
distribution on the environment. 

S('AI.K 

The unccilain J uture costs of unrestrained 
global expansion (particularly from GHGs 
and CFCs) have prompted many concerned 
observers to call for slowing the pace of 
economic growth. While the south p<nnls its 
finger at the north's profligate per capita use 
of natural resources and sinks, the north 
readily blames continuing rapid growth of 
population in the south. Our present concern, 
however, is whether and if so. how. the 
deteriorating environment in India is related 
to the .scale of economic activity defined by 
the pnxluct of two factors: population and 
income per capita (as conventionally 
measured). 

Three successive censuses (the latest in 
1991) have frustrated the hopes and 
expectations of India's planners (and elites). 
The rate of population gmwth has reached 
a plateau at about 2.1 per cent over the past 
three decades. It fell hut marginally from 
2.22 per cent in the 1970s to 2.11 per cent 
in the 198()s. Tliere are al.so large inter-state 


variations in growth rates with the southern 
.states (especially Kerala) making brisk 
progress along the path of demographic 
transition and many northern states moving 
sluggishly, A question mark therefore hangs 
over the government's optimistic forccastof 
1.62 percent compound annual growth rate 
of population through 2007 [Government of 
India 1992aJ. 

Nor is lliis .situation due to a want of 
trying, after a fashion, on the government's 
part. Population planning has been dominated 
by the ‘supply-side’ view with its focus on 
reproductive biology contnil supplies of 
contraceptive technology and a 
bureaucratised top-down method of 
dissemination and target-setting with little 
attempt to grapple with the scx:io-economic 
determinants of demand for the same | Antia 
1992]. 

The projected growth rate of Axidgrain 
requirement (between 1997-2007) i.s 3.13 
per cent due, about evenly, to population 
growth and per capita income gains 
[Government of India 1992a:31]. With 
busine.ss conducted more or Jess as usual, 
the supply of land, water, biomass and forests 
per capita will be cut by more than a fifth 
by 2007 even at the officially projected 
growth rale ofpopulation. A strained supply 
and rising prices of f(^od arc known to have 
adversely affected economic gixjwth, for 
example in tlie [xiricKl 1965-1979 (^n the 
other hand, over the long haul, a high rale 
ofpopulation growth due to a high Icrtiliiy 
rate is not associated with low economic 
growth (in India’s ca.se, the correlation is 
actually negative over the past century). 
Although there are thus arguments going 
both ways linking population and growth, 
and even if the rosy expectations of 
population and/or technology enthusiasts 
(such as Julian Simon) were to be realised 
eventually, the accumulaled backlog of 
unmet human needs and of unrepaired 
environmental damage is simply too large 
for a neutral observer to share in this 
optimism, at least for tlie foreseeable future 

It is the poor, moreover, who Iwar the 
brunt of this (at least temporarily) imbalance 
between rc.sourccs and numbers. There is 
overwhelming evidence for India as for other 
countries that the poor suffer 
disproportionately from pollution - eg, 
indoor and outd(x)r air pollution, incidence 
of water-borne illnesses and mortality 
[Anderson 1992) - and from the rising .scarcity 
of fodder, fuelwood, water and other natural 
resources crucial to their livelihoods and 
living- Productivity losses are incurred not 
only on account of ill-health but also due 
to the time and energy lost in .securing water, 
fuel and ftxlder and to the emsion of fislieries 
and .soils. 

Poverty and environmental degradation 
appear to be closely associated (through the 
imperatives of food, fuel and fodder 
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production) and so are poverty and 
population growth (due to falling labour 
incomes or increased risks of destitution).*' 
Povarty^ as in “poverty is the worst pollutant”, 
is blamed for both. To the less charitably 
inclined, the reproductive and productive 
proclivities of the poor border on the 
unpatriotic, if not pathological. Yet, others 
sec poor people as labouring (and investing) 
under high rates of pure time preference 
(FTP). 

To infer high rates of PTP from 
environmental degradation linked to the 
production or consumption activity of poor 
people with negligible prospects of 
consumption growth is to suppose that 
preferences arc freely revealed by actions. 
But with scarce employment opportunities, 
the discountrate apparently revealed by the 
p(K)r IS not independent of environmental 
degradation their actions arc forced, not 
free [Markandaya and Pearce 1988; 
Karshenas 1992]. With respect to family 
size, the now-conventional wisdom holds 
that the poor have more children because 
children bring in income from an early age 
(or help in labourious subsistence activities 
such as fetching water or fuelwocxl). Bui it 
is probable that children are a net drain on 
the famil;^ pot at least till age five or six; 
with plausible discount rates (particularly 
the high rates the ptx^r allegedly have), 
children must lower, not raise, expected 
incomes. It is not because children can be 
used as workers that they are produced. It 
is because they are produced that children 
are used as workers. For the poor, insofar 
as material motivc.s mailer, children help 
reduce the risk of destitution.'^ It is the 
middle class liiat has a 'standard of living’ 
to protect by adopting a small family size, 
ll is only when incomes rise enough to 
reduce the burden of insecurity that the 
standard of living becomes thcrelevant ob ject 
of choice. 

Turning to the income dimension of scale, 
the view may be advanced that the present 
state of the environment is the result not of 
excessive but insufficient economic growth. 
First, cross-national regressions suggest an 
inverted U-shaped relationship between per 
capita income and the dimensions; of 
degradation that are presently the most 
worrisome in India - drinking water, 
sanitation, indoor pollution, and even water 
and air pollution [Shafik aiidBandyopadhyay 
1992]. Second, on other dimensions i(x>, 
such as eroding soils, vanishing forests or 
depleting water resources, there is a 
seemingly vast potential for increasing soil, 
forest and water yields. It is economic 
backwardness and low incomes that limit 
capital accumulation that can absorb the 
relevant technologies. Third, even population 
growth will decelerate with rising incomes. 

Most people would gladly ignore or at 
least postpone dealing with elements of 


environmental quality that are discordant 
with the goal of raising incomes simply 
because the latter has other, far more 
compelling reasonson its side, c g, meeting 
basic needs .such as nutrition or health.'^ 
While it makes sense to consider income 
stabilisation options in the rich countries, 
this is hardly possible in the poor nations. 
In India, even the per capita daily availability 
of calorics is only 2,1(X) compared lo the 
required 2,3(X) (and China’s 2,700); tlie 
bottom 20 per cent consume only 1,500 
calories which is not much above the ‘body- 
and'Sour minimum level. It is unsurprising 
that many in India today, including 
government officials that thi.s author met 
(barring those in the ministry of environment 
and forests), regard the environmental lobby 
as a child of northern conspiracy and northern 
funding. 

Though the above arguments forpcrcapita 
income growth arc compelling, they arc 
insufficient guides for choices that must be 
made. Nor do they capture the whole of the 
economy-ecology link. First, there is 
accumulaling evidence to suggest that the 
growth of per capita income has been 
accompanied by marginali.sution of a sizable 
part of the population and of particular 
regions which is not merely inequitable but 
threatens to frustrate the realisation ol the 
growtii potential. Second, a ft>cus on per 
capita income diverts attention from the 
possibilities of raising net welfare by 
repairing the environment. Third, no account 
is taken of the deleterious feedback effects 
of a deteriorating sttx'k of natural capital on 
income gn^wth itself (this is considered 
l)clow) 

Poverty cannot be separated from equity; 
nor is population growth, as already argued, 
independent ofpoverty.'" While unpriced or 
inadequately priced natural resources may 
well account for a larger fraction of the 
assumption of the poor, it is far from obvious 
that the absolute value of such resources 
consumed is greater among the p<x>r than 
among the rich. As much as Uic [kxx directly 
dependent on natural capital forprcxluction 
may, under distress, undermine that capital 
in short order, conversely, when their basic 
security is assured, they can contribute 
measurably to its maintenance both by 
reduced numbers and enhanced possibilities 
for its refurbiKhmcnl. Poverty, therefore, 
may not be the worst pollutant: but 
development (not growth per se) is surely 
the best contraceptive. 

SuBSTrrirrioN 

For any given scale, there are patterns of 
resource u.se that are less damaging to (he 
environment than others. Such patterns will 
involve a complex of determinants and 
chpices including technology, production 
organisation, monitoring and management 
institutions, and valuations whether through 


maikcts orotherwise. We now examine some 
important instances of choices that have 
been taken in India, in irrigation, energy and 
forestry, and their impact on the environment. 

A significant issue in the controversy over 
(large) dams are the externalities generated 
in water management ranging from 
deforestation throughsubmcrgcnccof fore.sts 
(this accounts for 5 per cent of the total forest 
cover lost since independence) to the 
pniblcms of rehabilitating tlio.se ousted from 
the dam site. Conversely, it has been argued 
thatminor iirigation has decisive advantages: 
in terms of raising land productivity, water 
utilisation, speed of installation, flexibility 
through local participation and lower 
leakages of funds, in addition to reduced 
environmental threats and investment costs 
per hectare that itre lielievcd to be less than 
a quarter of those for surface works. 

But it appears all but infeasible that minor 
irrigation alone can cany the load of India's 
growing food requirements. We have seen 
that water, more than land, is the constraint 
on agricultural potential, but 54 per cent of 
the unexploited inigation potential is in the 
surface option. I ,arge storages and transfers 
arc also necessary for the 35 per cent of die 
land area that is drought prone, for mega 
cities such as Delhi and Madras and for 
water-intensive industries such as thermal 
and nuclear power plants. Only a fifth of the 
total hydro-electric potential remains inrun- 
of-thc river and small hydro projects (GocI 
1993]. 

Besides, there arc significant 
complementarities between the two types of 
irrigation both within and across different 
regions. Tlie conjunctive use of surface and 
groundwater together with drainage has cut 
the waterlogged area in the Punjab from 
1.057 mh to0.2 mb |Goel and Prasad 1993]. 
Hxlcrnalitics. including tho.se arising from 
the unequal distribution of benefits, obtain 
regardless of whether local or centralised 
schemes are under consideration. Small 
storages may end up .submerging a larger 
area and displacing more people per unit of 
irrigation (this being one of many 
controversial claims made in favourof large 
dams); they arc more vulnerable to droughts 
and to losses by evaporation 

Planners must hear a major part of the 
blame for the growing campaign lo ban large 
dams and re.scrvoirs as in the disputes over 
the Narmada projects [Dliawan 1989). Not 
only has there been an unwillingness to 
engage in open dialogue and an aversion to 
sharing information from feasibility and 
bcnefit/cost studies, but it would also appear 
that there has been a systematic tendency to 
under-fund the non-engineering elements of 
the projects. More important, techntxirats 
arc wedded to traditional approaches to 
irrigation and have resisted proposals for a 
radical rethinking of the basics of irrigation 
plans, e g, a proposal to consider a highly 



decentralised design or a conjunctive use of 
centralised and decentralised designs in the 
Narmada project.This inertia appears already 
to have forced larger economic and 
environmental costs than necessary. 

In the energy sphere, business as usual has 
largely remained a supply-oriented approach. 
At present, kerosene is subsidised and 
rationed among the urban and rural poor, 
who use it for lighting and cooking. This 
has had to Ik coupled with a .subsidy i)n 
diesel which is mostly used in tran.sport and 
for which kcrt>senc is a clo.se (but even more 
pt>lluting) substitute. Tlie consequence is 
that the freight mix has shifted rapidly 
towards road n*an.spor! which is substantially 
less fuel-efficient than rail. According to 
Goldemberg et al (1988), a major shift of 
freight traffic to rail will produce a saving 
of60-70 percent in total diesel consumption 
in the year 2000; and of short-distance 
passenger traffic to buse.s (from rail) will 
produce a furtlicr5 percent saving. Kerosene 
for lighting can be wholly displaced by 
electrifying all home.s. thus permitting the 
de-coupling of diesel and kerosene prices. 
Raising the price of diesel would then induce 
the .shifts that arc so obviously desirable. 
Unfortunately, electric lighting in rural 
households has progressed far more slowly 
than has village electrification 

Tlic government has taken some steps in 
the direction of exploiting bioma.ss energy 
resources in a renewable manner through its 
programmes for technological upgradalion 
ofcnd-u.se dev ices. Besides releasing primary 
energy sources for other uses, these are 
expected io bring improvements in tlic quality 
of life. In the ca.se of biogas plants, succc.s.sful 
substitution depends on community co¬ 
operation in providing community sheds for 
cattle, common access and benefits. But 
success uLso demands adequate cattle stock, 
fodder and water. Areas deficient in water 
and fodder supplies also suffer fuclwot)d 
scarcity and forest degradation. Where 
adequate water and fodder are available, 
fuel wood IS usually not u problem. In the 
latter areas, biogas serves to increase the 
returns todungbutdoes little to save fore.sts; 
in the former, biogas conversion is not 
particularly feasible. Hence, both the 
possibilities of substitution in this sphere 
and, where feasible, the benefits therefrom 
arc limited. Technologies such as biogas 
plants, improved cliulhas, etc, “can never 
play a major rok: in increasing cooking 
energy supply... The only major way to meet 
cooking energy shortages is to plant trees 
on a massive scale'" [Agarwal and Naruiii 
1989:vJ. Butitfehould be noted thatthc issue 
cannot be separated from the pnxluction 
potential of each ecosystem: the varied 
patterns of agricultural/biomass productivity 
now prevalent ought not to be as.sumcd 
immutable in any overall strategy of rural 
and agricultural development. 


Apart from substitution at the end-use 
level, major issues of choice arc confronted 
in the management of biomass sources. One 
option is simply to call a halt to additional 
provisioning of timber demand from 
domestic .sources. The recently implemented 
policy of liberalised imports, it is claimed, 
will help conserve forests and check prices 
in the timber mailcel | Ashbindu Singh 1992]. 
It is not evident, however, that conservation 
and increased forest yields arc in conflict, 
particularly given the p<Ucntial for raising 
India's forest yields.'' Here again, as with 
biogas technologies, short-run options do 
not adequately reflect long-run choices. 

Should people, particularly in arid regions 
and regions exposed to (he fuelwocxl crisis, 
be encouraged to migrate outward (to urban 
areas) to match population with ‘carrying 
capacity’? Or should social forestry and 
other measures be undertaken to shore up 
the subsistence economy? If the first, then 
what happens to the urban environment? 
Tlie recent growth rale of smaller towns has 
either been negative or low while the 
proclaimed policy of the government is in 
favour of “a well-co-ordinated strategy for 
promoting development of the small and 
medium towns..." [Government of India 
1992a’15). Such a push, it is recognised, 
“implies vastly dispersed infrastruclui’c. 
reaching out even to smaller urban and rural 
areas" (p 27). Tlic rural/urban as al.so the 
intra-iirban distribution of population 
undoubtedly has important implications for 
eco.sy stems. Whatever the merits of current 
policies, they have not been successfully 
implemented. 

DtSTRIBlTION 

In di.scussing the links between scale and 
the environment, we have already suggested 
that the eausal factors underlying 
environmental degeneration may have more 
todo with llic (c)quality of the growth process 
than with growth prr se. Here we wish to 
substantiate that claim directly with respect 
to the distribution of income and wealth. 
Whereas intcr-gcnerational equity is at the 
core of definitions of ‘sustainability’, inira- 
generational inequity in India anchors the 
causes driving ecological degradation. 

Reverse Enclosures'^ 

Faced with externalities (whether 
environmental or economic) that fail to be 
co-operatively internalised, the rich often 
resort to roundabout private solutions that 
ultimately make even more demands on the 
environment; the poor, on the other hand, 
are obliged to place more direct demands 
(again private) on the environment. 
Inequality thus worsens environmental 
degradation, both from above and below, 
when co-ordination fails.'’ j 

The failure to create efficient public 
transport systems in large cities ha.s met with 


two sorts of response. Those who can affc»*d 
it invest in private transportation such as cars 
and motorised two-wheelers. The latter, 
which have grown at the rate of 16 per cent 
over the past decade and a half, are the worst 
mode of transport in terms of safety, air 
quality and road space efficiency per 
passenger-kilometre. Congestion has thus 
increased and further increa.sed the relative 
advantage of the private solution cieating a 
vicious cycle. Far from countering this trend, 
public policy has only reinforced it. Though 
public transport cau.scs far les.s pollution and 
congestion per unit of service, the tax 
incidence on bus transport is reported to be 
24, 11 and 9 times that on private cais in 
Bombay, Madras and Delhi, respectively 
[Sivaramaknshnan 1993, volume 1:19]. Tlie 
poor, for their part, have tried to solve their 
trail spix’tat ion problem with the only private 
solution they have, i e, encroaching and 
squatting on whatever land there is near their 
places of work The consequent proliferation 
of slums is a growing source of water 
pollution and of breeding grounds for 
parasitic diseases. 

Hvidence was cited earlier for the dramatic 
depletion (between .30 and 50 per cent) in 
eommem property resources (CPRs) tiver the 
past four decades. What is noteworthy is that 
traditional CPR management had collapsed 
in over 90 pei cent of the villages surveyed 
[Jodha 1991). Fven in their present state. 
CPRs provide the poor a significant share 
of their incomes while wealthier households 
depend on CPRs for only a mmuic traction 
of their income.s At least a part of the 
explanation lies in the resort of the rich to 
private substitutes for CPR resimrces - a sort 
of ‘reverse enclosure’ that paradoxically ha.s 
the same pauperising impact on the poor as 
did the original enclosures t)f commons. 
Hxainplcs include the substitution of 
commercial energy sources for fuelw(K)d 
and sial l-feeding of cattle to replace grazing 
on the commons. 

A particularly vivid ca.se is that of lank 
inigation. The fall into desuetude of the vei-y 
large number of communally constructed 
and ctTOmunally cared for tanks in the Deccan 
is directly due to their takeover by minor 
irrigation bureaucracies (which have neiclier 
the stake nor the wherewithal for their 
upkeep) and has been substantially facilitated 
by the growtli of private sources of irrigation 
and other inputs that sapped the interest and 
incentive of the bctlcr-off classes of 
landowners in their preservation fOadgil 
and Guha 1993:83). As we shall .see below, 
these private solutions add to negative 
externalities. 

Mixed Access Enclosures 

Tlic chief implication of tlic Coase tlieorcrh 
is that the designation of property rights in 
a natural resource such as land or a water 
body .serves to intemaliseextemalities while 
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ailSo enaurii^g optimal returns to 
complementary private inputs. Privatisation 
i$ thus seen as an efficient solution to many 
sorts of ecological problems, happily 
resolving the tragedies associated with open 
access. Apart from the fact that property 
rights cannot be assigned in such resources 
as air* there arc key instances in nature where 
resources are jointly but not co-ex ten si vely 
supplied. If one of the.se is privatised, it will 
lead to externalities (including resource 
degradation) and sub-optimal returns to tlic 
privatised inputs. Typically, concentrated 
ownership in the privatised re.source will 
worsen these problems. 

Take the case of groundwater which exists 
jointly with land. Although land may be 
parcelled out for private access, the 
gmundwaterreinains in open access. In such 
cases, landowners who happen to exploit the 
water first impo.se the costs on latecomers. 
Competitive depletion and degradation of 
water also occurs if there is no co-ordination. 
Inequality tjflandownership matters for two 
reasons. First, it typically leads to localised 
water monopolies owing to the impf)s.sibility 
of moving the land or the prohibitively high 
cost of moving the water. Second, the first 
mover advantage is typically appropriated 
by the rich who then have no interest in 
ensuring the success of water regulations. 

The massive growth of groundwater 
irrigation, largely under private auspices 
using lubcwells, dates from the late 196()s. 
Extraction costs have been rising in many 
arca.s and .so has environmental damage 
I Mellon 1990; Shah J 9931. Whereas spacing 
regulations on tube wells have pennittcd 
groundwater access to the first entrants 
(seldom the poor), depth regulations have 
been routinely evaded.*" Yhe combined 
regulations have not only hurt equity but 
also failed to prevent inefficient over- 
exploitation, groundwater depletion and local 
monopoly. In coastal areas, the quality of 
water has also been affected due to saline 
ingress. 

The dcvelopmenlof private tubcwells has 
paid neither for the po.sitive externalities it 
derives from surface works (from conjunctive 
use) nor for the negative externalities it 
imposes on dug wells and late entrants. It is 
paradoxical that groundwater has been 
underexploited in the commands of major 
irrigation projects, thus leading to 
waterlogging and salinisation fSaksena 
1992]. Conjunctive use has been difficult to 
promote in these commands because of the 
extremely low irrigation rates for surface 
water. Interestingly, just as land concentration 
has permitted inequitable and inefficient 
private access to the common resource via 
private tubewelis, the ability to bribe state 
officials has similarly allowed private 
appropriation pf the benefits of public 
tu^welk by influencing both their location 
and water rotation schedules. It is more or 


less a situation of 'lieads the rich win. tails 
the poor lose”. 

A second key case pertains mainly to 
urban land. Land used, whether for 
production or habitation, generally involves 
the provisionof social ovcrheadcapital even 
if the use itself is in private hands. Land 
‘development’, therefore, must be viewed as 
a joint prcxlucl of private inputs and public 
goods. "Capitalisation’ of l)enefits in tlie 
form of rising land values is almost always 
due to overhead investments [Starrett 1992]. 
Rising land values arc also often corrclalcd 
with rising hidden externalities (mainly 
transport and congestion costs). If private 
developers arc not charged for social 
overheads or taxed for bidden externalities, 
tlic relevant naturalre.sourcc will be overused. 
This is a prime cause why neutral, market- 
friendly policies often lead to over- 
concentration in a few urban centres. Free 
market proponents invariably justify such 
concentration i>n grounds of agglomeration 
economies. But while it is tinjc that the 
private land market will capture these 
economies and capitali.seon them, the related 
externalities will not be .so internalised nor 
will all of the capital appreciation be 
attnbutuble io the pri vately produced benefits 
alone. Once again, the concentration of 
private ownership creates a powerful vested 
interest against successful urban land taxation 
and leads to public squalor. 

Indian planners have, avowedly in the 
interest of social equity, .sought to prevent 
land concentration and the ‘excessive’ growth 
of the top rung of the pyramid of cities. 
These regulations may be seen, in light of 
the above conclusions, as instruments 
(however blunt) both for capturing rents due 
to public overhead investments and for 
limiting environmental externalities. Their 
regrettably-poor record doubtless attests to 
the collusion between real estate interests 
and political parties in power.*’* 

These illustrations of mixed access 
enclosure point to a phenomenon of greater 
generality and potency: concentrated private 
properly together with the privileged acce.ss 
to stale piiwer that it provides i.s itself an 
example, probably the most important 
example, of mixed access. The ‘common’ 
resource in question i.s the coercive apparatus 
of the state it.self. Such mixed access leads 
to enclosures for private benefit and to 
(environmental) externalities cither by 
undermining state power or by its private 
appropriation.*® 

CPRs illustrate this point quite well. State 
policy has actually worsened the en>sion of 
CPRs: privatisation of commons has 
reinforced rather than reduced land 
inequality; programmes to raise their 
productivity have not succeeded because of 
their technocratic and top-down orientation, 
and all toofrequenily, have served as excuses 
to expropriate the CPRs or the benefits of 


their yields in collu.sion with private interests 
(Jodha 1991], At the same time, villages 
with less unsucccssfuiCPR trajectories were 
(1) less riven with social factionalism and 
economic differentiation; (2) Ics.'i exposed 
to markets; and (3) less exposed to the 
machinations and greed of the bureaucratic 
state machinery. Thus, state, market and 
unequal proj^rty are all implicated in the 
decline of CPRs. 

Both sorts of enclosure discussed above 
have been rampant in India’s rural economy 
owing to the pervasiveness of cxlcrnalitic.s 
in direct pioduction processes, in input 
provision for production and in tlic supply 
of inputs into household production - be it 
the supply of irrigation water (from ground 
sources, tanks or field distribution from 
surface stjurces) or of grazing commons for 
animals; the construction and maintenance 
of soil and water conservation structures; the 
collection of fuelwocxl and otlier products 
from adjacent forest lands; the provision of 
drinking water and sanitation .services: or of 
roads, schools and health centres. While the 
stale is hardly in a position to ensure the 
internalisation of externalities through 
legislative provisions or regulations.^* 
effective democratic decision-making of the 
public domain of villages is very far from 
being rcali.scd. Scale economies arc lost due 
to fragmentation of land and the propensity 
to self-provisioning rather than sharing of 
all mannerof capital. Public goods are under- 
provided for on account of weak co¬ 
operation, Open access resources arc 
undermined. The existence of nominally- 
enclosed resources nevertheless Ickls to tlieir 
mining. 

Some of these failures, to be sure, have 
been attributed to the marked priKlivity 
towards ‘individualisin’ of Indian villagers 
which causes attempted co-operation (c g, 
sharing overheads .such as cattle) to produce 
various sorts of op{X)rtunistic behavior. Tlic 
le suiting conflicts arc of serious cortsequence 
“in communities where individuals are 
strongly interdependent” (Moore 1974: IS]. 
Conflict avoidance behaviour thus points to 
the power of enforcem<?nt and negotiation 
costs. But it should be noted tliat co-opcralivc 
acts of omission, not only of commission, 
can lead to such conflicts, and it is not clear 
that avoiding co-operation necessarily leads 
to less conflict. More to the point, 
factionalism centred around caste and 
propertied leaders is endemic to Indian 
villages: theorising villages in terms either 
of individualistic Hobbesian jungles or of 
co-operative village republics (Wade 1988] 
docs little justice to this ground reality. 

Energy, Equity and Environment 

Energy supply per capita is not, in itself, 
a constraint on income growth. The gains 
from shifts to mexjem energy sources and 
energy-efficient technology more thanoflsets 
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the increases in usable energy thatis required 
to sustain higher incomes and associated 
lifestyles [Goldcmberg ct al 1987], How¬ 
ever, within the less-developed countries, 
per capita direct energy consumption rises 
with per capita income at first 'linearly' and 
then flattens out Although, rural direct 
energy consumption tends to be higher than 
the urban at any income level, the indirect 
input of energy tends to be much higher in 
urban areas and tends to rise more rapidly 
with income than does direct energy, partly 
because of the greater infrastructural needs 
of urban areas and partly due to the lifestyle- 
associated consumption bundle differences. 
Energy demands are thus inequitably 
distributed in LDCs: urbanisation and the 
infrastructural hutld-upmake energy demand 
income-elastic even as. in the relevant per 
capita income range, efficient technology 
remain.s income-inelastic. And, of course, a 
large part of air and water pollution and land 
degradation is attributable to energy 
production and use. 

Inequality and Subsidies 

State involvement in the economy affects 
ecology not only through its sanctions for 
private property rights hut also through its 
interventions in the price system . The most 
important mode of such interventions has 
been subsidies of various sorts. The most 
contentious issue in this connection is how 
inequality has been affected as a result and, 
in turn, how inequality has driven market 
interventions. What concerns us here is 
how these linkages impinge on the 
environment. 

While some subsidies are highly visible 
in the government budget (whether in the 
form of publicly-provided services whose 
costs are not recouped tlirough adequate 
user charges, c g, water, or in the form of 
subsidies to maiketed goods, e g. fertilisers), 
others may be entimly hidden (as when 
private polluters are not obliged to 
compensate their victims). Gadgil and Giiha 
(1993) have, with considerable force, argued 
that India’s rural and urban elites were 
subsidised by the state apparatus which took 
on the tasks of channelising ever increasing 
amounts of resources at prices below costs. 
Such intensification not only benefited the 
rich but also forced large external costs upon 
the poor. The following example.^ cited by 
them arc among the most important: (1) 
Massive subsidies for water, power, fertilisers 
and pesticides have mostly benefited richer 
landowners: in particular, large dams and 
hydel projects have impit>vcd re.sourcc access 
to some while depriving others of their 
traditional access to land, forests and water 
(1993:42),” (2) Subsidies to mechanised 
trawlers have caused over-fishing and 
deprived traditional fisficrfolk of their 
customaiy catch and liveliho(Ki.s (1993:35). 
(3) Elite consumption of forest products 


arises from their demands for laying down 
railway lines, urban housing and furniture, 
paper, polyfiberyam, plywood, etc themass 
of Indians need forests for fuelwood, small 
timber, thatch, basket making, tool making, 
livestock grazing. When bamboo was sold 
to industry at Rs 1.50 per tonne, iu market 
price was Rs 3,000 per tonne; after much 
political pressure, it is now at Rs 600 when 
the market price has soared to Rs 12,000 
(1993:45-46). (4) The stale has done little 
to check the growth of agro-chemicals leading 
to deprivation of drinking water to people 
and cattle or to en.sure investment in treating 
industrial effluents or city .sewage (1993:44). 

It is beyond question that resource- 
intensi ve g(X)ds are underpriced in tJie current 
policy regime. But it is not obvious, without 
a general equilibrium analysis of their 
impacts, tiiat the benefits (relative to income 
levels) from subsidies accrue mainly to the 
better off segments of society or that their 
costs (again in relative terms), including 
environmental externalities, are borne mainly 
by the pcxir. 

Consider input subsidies in food 
production. The.se have permitted growth 
along the intensive frontierofthedevelopcd 
irrigated regions whereas investments have 
been lacking for the vast rainfed regions. 
The degradation of land has proceeded much 
further in the rainfed and semi-arid region.s 
of the country in consequence. So a definite 
ca.se can be made for the regional inequity 
of the subsidy pattern as far as producers 
are concerned. Hc^wever, this pattern has 


sustained food supply increases which have 
also benefited (via reduced prices) 
consumers, including those in the rainfed 
regions.'The subsidies to food consumers 
via the public distribution system (PDS) 
would have been difficult to sustain had it 
not been for the increased production coming 
from input subsidies. Recent experience 
.shows that with a cut in the PDS subsidy, 
the poor have been forced to cut back their 
consumption. We have also seen how the 
linked kerosene/diesel subsidy isre.sponsible 
for the subsidisation of fuel-inefficientlong- 
haul road transport cau.sing increased 
dependence on oil imports and a higher load 
of ernis.sions. 

Conflict 

Any physical limits to economic activity 
posed by ecological degradation will express 
themselves socially or politically. Given the 
state of India's environment and its unequal 
socio-political context, it is unsurprising that 
ecosystem distress and the hardships of the 
people affected arc increasingly being 
expressed in the form of open .social conflict 
There arc, however, difficulties in causally 
relating such conflicts to economic 
inequality. Struggles and conflicts may be 
directed at the state alone (rather than against 
inequality in civil .society as well). Even 
those that arc explicitly against inequality 
may not be articulated around the ecological 
content of their demands. Slrugglc.s against 
inequality may have an ‘everyday’ character 
to them rather than be out in the open. 
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Finally, conflicts arising from inequality 
and related ecological distress may get 
displaced on to some other axis such as 
raste, edmicity; regionalism and so on. 

Nevertheless, there has been an imprc.ssive 
growth of open social skirmishes in India 
whose axes may be clearly identified with 
ecology and inequality. Oadgil and Guha 
(1992, 1993) provide a thorough survey of 
many such local, national and even 
international struggles over a variety of 
specific issues in India today. In their view, 
although these various struggles lack 
consensus on plausible alternatives to the 
present model of development, their shared 
critique of that model is centred on the claim 
lhat**lhe intensification of natural resources 
conflict is a direct consequence of the 
resource-intensive, capital-intensive pattern 
of economic development, modelled on the 
western experience, followed since 
independence” (Gadgil and Guha 1993.200]. 
This interpretation may well fit the Indian 
environmental movement. Butt he arguments 
and tlic evidence presented in this paper 
support a different critique, or at Ica.st one 
that differs in emphasis. The flaw ot the 
development model adopted in India arises 
les.s fiom its lack of originality than from 
its failure to harness the forces of economic 
growth suited to fulfilling the needs of the 
vast majority of Indians. The reckless 
resource-intensity of growth and the .social 
cimflicts it has engendered arc also ultimately 
related to this failure. 

[A longer version of this papei was pieixiretl tor 
the World Instiiute lor Dvweiopiiieni l.rononiics 
Re.search. Helsinki iMnaiuial suppiui liorn 
WIDLR IS gratefully acknowledged. 1 thank 
without implication .lame.s Boyce. Bill CJihsoii. 
Shohha Raghurain. Lance Tayloi, participants 
at a WIDER conference and the editors lor 
theai helpful comments. Keshav Desirazu, 
L A S Sarma and the CViitie for Science and 
Environment. New Delhi provided generous help 
in my search for unpuhlished documents and 
puhlislied sources. I am gmteful to the National 
Institute lor Advanced Studies. Bangalore, for 
providing me with a congenial environment to 
work in.l 

1 Even as externalities are thus as.sumed to l>e 
internalised, equity is externalised. 

2 Tile key consimint on the market i.s not that 
it cannot be made to rellect .social costs of 
resource use. In many cases, tins can be 
eflected with ease. Rather, the difficulty lies 
in ensuring the equity of resultant outcomes. 

3 For an account of this development, see Gadgil 
and Guha (1992). 

4 These correspond to annual compound 
growth rates of 3.7. 2.15 and 1.5 per cent, 
respectively. 

5 Prior to 1980, deforestat ton averaged 1 mi llion 
hectares a year fWorld Bank 1993], 

6 Based on data from seven states in the dry 
tropical xone, Jodha (1986,1991) concluded 
that poor households secured between 14 


and 23 per cent of their income, 71 to 84 
per cent of their fuel suppiie.s. 69 to 84 per 
cent of their animal grazing needs and 128 
to 196 days of employment from (’!PRs. 
Wealthier households, by constrain, secured 
only a fraction of these benefits. 

7 Availability ranges from 18,417 cubic 
metres in the Brahmaputra valley to a mere 
411 in the non-Cauvery basins south ot the 
Pciinar (Chitale 1992: 131-32]. Mean 
differences in urbanrrural hou.sehold water 
availability are presently of the order of 2:1, 
and these conceal much greater diffcTcnccs 
within the respective populations [Chopra 
and Sen 19921. 

8 It i.s noteworthy that the giuns tnnn irrigation 
in India have been significantly lower than 
in many othercounines. Among the reasons, 
mention should be made of transmission 
losses, reservoir sedimentation and less 
watei captured than planneil. 

9 Going l#y the evidence Irom established 
monitoring piunts. water pollution levels in 
terms of BOD and colilorm counts fell over 
Ihe 1980s (Mehta, MundleandSankarl993]. 
Ht)wever. thi.^ may reflect the sleep nse in 
the number of monitoring points dunng the 
period tmm a low initial level with high- 
pollution limits probably being monitored 
first 

10 See. tor example, Bowonder. Arvind and 
Rao (1990) lot a.study of the papc'r industry. 

11 Lee and Miller (1991) estimate that the 
cxteinalilics lo child-hearing amounted to 
between plus 2 and minus 50 iime.s GDP 
pel capita for India in 1981. Ilie larger 
portion of tlii.s was due lo reductions in per 
capita collective wealth, including natural 
re.souices 

12 This is iu»t to say (hat thc .solace that chiidien 
hnng in a harsli world or the compulsions 
for having male offspring aie noi relevant. 
'Hie poiiu is that for pei>ple who have no 
veluiles lor msurance or access to credit, 
the conventional economic calculus cannot 
make sense 

13 See Paiikti (1989) for a discus.sion ot the 
desirability ot po.stponing environmental 
revStoration within a framework ot 
■ su.slai liable development’. 

14 Demogratdiic inequity reflects inequality 
in society at large. Infant mortality and poor 
.survival cliancos more generally are directly 
related to income inequality, so are birth 
rales and unwanted births (Mertens lulj. 

15 Lower prices, by undervaluing forests, may 
al.so mrlilale against both conservation and 
yield management. 

16 What we here call reverse enclosure, though 
situated in the context of a poor society, is 
akin to the 'pnvate affluence but public 
squalor which Galbraith identified ns a 
hallmark of the affluent sc<ciety. 

17 The patterns of demand generated by Ihe 
better olf m society also matter for ecology 
in another, perhaps more important, sense: 
arguably, they are Ihe driving force behind 
the treadmill of consumerism, i e. unequal 
distribution enlarges ,sca)e to ecologically 
unde,sirab)e IcveLs. 

18 l^ss than 10 per cent of tuhewells were 
sunk by farmers with less than 10 acres of 
land though they owneil over half the land. 

19 An alternative mode of taxing land 
appreciation is Uie ea,st Asian solution of 


'land readjustment'; pooling land of 
existing owners by eminent domain and 
returning smaller parcels to them which, 
through infrastructure and other public 
investments, has a net higher market value 
than the original lot. The land so acquired 
by the state can be used not only for amenities 
such as roads and parks but also tor low- 
co.s! hou.sing for the poor |ES('AP 1993]. 

20 The enclosures of commons in England 
were accomplished first through the private 
exercise ol 'state' power at a time when 
econonuc concentration was fused with 
parcehsed sovereignty and later by acts of 
parliament. 

.21 This is not to say that planners are unaware 
of the possibilities. Witness Ihe following 
.siatemcni: “Land ref onns, whether by giving 
right to the tenants or by consolidation of 
holdings or ,some .structural measures like 
land levelling/shaping, are often the best 
mean.s for tackling the conflicts ari.sing from 
irngation wafer use” [Government of India 
1992a. Volume 2:671. 

22 ('barges tor surface water do not even raise 
.ssufficieni lund.s to cover operation costs. 
Even with groundwater, rates reflect only 
I /6of their economic value. 1 n ifieory. higher 
water prices will help in promoting water 
efficiency and al.co raising investment funds. 
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PDS Reform and Scope for 
Commodity-Based Tiargeting 

M H Suryanarayana 

The suggestions for PDS reform based on commodity orientation stem largely from the general impression that (i) the 
commodity basket of the PDS is weighted in favour of commodities which figure prominefUly in the budgets of the middle 
and richer income groups, and (ii) coarse cereals are consumed largely by the poor and hence an approach to ensure 
targeting would be to change the commodity cotnposition of the PDS in favour oj coarse foodgrains. 

This article examines the empirical bases for the suggestions for reform by reorienting the PDS commodity composition 


I 

Introduction 

ONE question that often cropped up in the 
contcxlof the economic reforms for macro¬ 
economic stability and structural adjustment 
js how to reduce the size of the public 
distribution system (PDS), hence food 
subsidy (and government budget deficit) 
without any compromise on the fotyd secunly 
of the poor. The suggestions for PDS reform 
range from retargeting to the poor by 
excluding the non‘floor or by commodity- 
based targeting to dismantling and replacing 
the PDS by food stamps Much of die debate 
in this context has taken place with inappro¬ 
priate application of economic concepts* 
inadequate uncierstanding of data base, policy 
regime and rural institutions and without 
any regard for norms * For instance, according 
the World Bank Cuunlry Rconomic 
Memorandum for Imlia (1993) by “retar¬ 
geting to the poor...It w^)uld be possible to 
increase programme benefits significantly 
while still lowering per unit costs” [World 
Bank 1993; p 91] But, it has been shown 
(Cfcetha and Sur>'anarayana 1993| that 
retargeting per se would not make any 
material difference to the living standards 
of the poor in states like Bihar. Orissa, 
Madliya Pradesh, Rajasthan and Uttar 
Pradesh who constitute about two-thirds of 
the Indian poor. Retargeting is not just 
exclusion of non-ncedy but also inclusion 
of the needy ptw, not covered by the PDS 
in many states. Retargeting meeting some 
nutritional norms would involve additional 
amount of foodgrains ranging Irom 20 to 52 
million tonnes and coiresponding food 
subsidy, twice or thrice the current amount. 

A similar feature seems to chamclcrise the 
suggestions for PDS reform based on 
commodity-based targeting. The sugge.stions 
for PDS reform based on commodity 
reorientation stem largely from the general 
impression (i) about the PDS that its 
commodity basket is weighted in favour of 
commtxiilics which figure prominently in 
the budgets of the middle and richer income 
groups; and (ii) that coarse cereals are 
consumed largely by the poor and hence, 
one approach to ensure targeting would be 
to change the commodity composition of the 


PDS in favour of coarse foodgrains like 
sorghum, millet, barley and maize. In exer¬ 
cising this option, the PDS would involve 
some degree of self-targeting. This paper 
aims to examine the empincal ba.scs for the 
suggestion> lor reform by reorienting the 
PDS commodity comptrsition. The paper is 
organised along the following lines. 
SectionII examines different suggestions 
for PDS reform. Section III examines the 
comnuMlity composition of the PDS 
purchases and relative dependence on PDS 
of commoditywisc market dependent 
population for rural and urban sectors at the 
ail-India level Section IV deals with the 
changing size of the cereal consumption 
basket of the poorer decile groups at the 
all-India level forrural and urban sectors and 
implications for PDS dismantling. Next 
section is devoted to changing consume! 
preferences and their implications for PIXS 
reform The last section concludes tliepaper. 

II 

PDS Reform: Alternative Options 

The World Bank in its country economic 
memorandum says: 

Ihea* isan urgent short-term need to restrain 
the fiH>d subsidy and improve the impact of 
food distribution programmes. Poveity 
considerations will compel India to sustain 
publicly sponsored foodgrain procurement, 
storage and distribution efforts. These 
programmes are even more imporlanl in a 
period ol economic downturn and 
adju.siment, to cn.sure an adei|ualc social 
.safety net. 'I'he worsening fiscal crisis has 
already led to cuts in food subsidies. It is 
thus vital that efforts to rcstnun growth in 
food subsidies focus on ntdirecling benefits 
to the truly poor and resinciing access, while 
improving efficiency, in terms ol both cost 
and nirtniional impact. This will involve 
largetirg of the PDS to the poor in both rural 
and urban areas, eliminating access of the 
non-needy (which account tor over one- 
ihird of toodgrain offtake and even more for 
sugar), encouraging self-targeling through 
increased distribution .if coarse grains and 
elimination of sugui, and redirecting some 
flows of commodities fnun urban to rural 
areas [World Bank 1991; p 90]. 


Bhagwali and Srinivasan(1993)alsoopine 
that the system requires immediate reform 
Ixjcause it is not effectively targeted to the 
ptx)r. There are considerable leakages and 
thus large-scale governmental revenues arc 
soaked up accentuating the problem of budget 
deficit while producing limited results. “The 
macro-economic necessityU)rein in subsidic.s 
and to protect tlic poor effectively during 
the necessary macro-economic adjustment 
dt>ubly requires therefore that the reform of 
the PDS be undertaken as an urgent task” 
IBhagwati and Srinivasan 1993. p59j. How 
do wc go about the task? According to 
Bhagwali and Srinivasan, the inefficiencies 
ol the PDS arc iwo-fokF ot>ci'alional and 
delivery. The inefficiencies of the Food 
Coi|>oralion of India (FCI) in procurcmenl, 
storage and transport operations account for 
an increasing amount of fi'Kxl subsidy On 
the delivery side, inefficiencies are due to 
poor targeting. Tlicy suggest .several possible 
alternatives on both fronts. On the delivery 
side, there should be Ixrller targeting of the 
poor (i) through a mean.s test, (ii) through 
entrusting the task to Ux‘al bodies and social 
action groups at the block or village level, 
and (iir) through commodity-based targeting 
by confining the PDS to coarse cereals and 
excluding sugar and vegetable oil from Uic 
PDS. Another set of options would be to 
reform the design per se. They arc: (i) 
dismantle the FCI and PDS. and move to 
a system ol well-targeted food stamps 
whereby the beneficial les pay lor part of 
their purchases from the market in terms 
these stamps. Such a strategy has the 
advantages of higher food consumption 
effects and lowei administrative and 
budgetary costs of operation. There can be 
two alternative slralcgics: (a)Tlic Sri Lankan 
experience .suggc.sis that the government can 
gel away with (he problem of mounting 
subsidy by i>pting lor fix'd stump.s of fixed 
nominal value. During a period ot innation. 
this would mean declining ical subsidy, 
(b) Alternatively one can consider the option 
of indexing the value ('flood .stamps by the 
prices of foodgrains ct'n.sumcd largely by 
the poor, Bhagwali and Srinivasan consider 
this to l>c an attractive option, (ii) Bids: This 
option involves dismantling Uic FCI and 
handing over the task t>f delivery of 
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foodgrains at specified location and time by 
calling for bids. 

Others [Roy 1991) have also suggested 
targeting by self-selection through changes 
in commodity composition from superior 
cereals like rice and wheat to coarse cereals. 
Ahluwalia (1993) and Pursell (1993) 
recommend such reorientation of PDS 
favouring coarse cereals and phasing out 
edible oils and sugar. At a time when so 
much emphasis is laid on human development 
and improvement in quality of life, Ahluwalia 
(1993)suggcstsdistribudng inferior varieties 
of rice and wheat as a better medium-term 
self-selecting option and PDS restructuring 
involving food stamps as a long-term option. 

While building up the case for PDS reform, 
the need for government budget deficit and 
hence, food subsidy reduction with lca.st 
cost to the poor seems to have been 
overemphasised overlooking other 
theoretical arguments favouring such 
reforms. One such case fitting well into the 
structural adjustment programme which lays 
emphasis on efficient re.source u.se is that the 
social returns on programmes like the PDS 
differ across income groups and an optimal 
policy would be one that distributes PDS 
benefits in such a way as to eejuate gains 
and costs M the margin. Since the social 
returns on PDS benefiting the poor are likely 
to lie higher than that for any other group, 
well targeted PDS will definitely be an 
optimal policy aligning well with the ongtiing 
economic reforms. However, tlic suggestions 
for reform like lho.se for PDS dismantling 
or those for changing the commodity 
composition need a careful scrutiny. 

PROFD.h or- PDS 


The PDS is a .scheme under which the 
government supplies some essential items of 
daily u.se to Uie public at cimtrolled prices 

Tabih I: A PkOHLh oh Pukcma.sks from 
PDS. AIL India 

_. All Imiia _ 

Percentage Percentage Perc:eniage 
Sliarein Share in Share in 
Total Total loud 
RunilPDS UibaiiPDS (RuraJ-F 
Purchases PurcliiLse.s Urban)PDS 
l^^^chases 


Rice 

26.63 

Wheat 

7.89 

Bajra 

O.Il 

Jowar 

0.34 

Gther 


cereals 

0.54 

Pulses 

0.18 

Edible oils 

7.37 

Sugar 

40,35 

Coal 

0.09 

Kerosene 

11.79 

Standard 


cloth 

4.71 

Total 

100.00 


26.88 

26.70 

15.08 

10.08 

0.03 

0.09 

0.12 

0.27 

0.21 

0.44 

0 23 

0.20 

11.23 

8.54 

22.26 

34.84 

0.81 

0.31 

20.97 

14.58 

2.18 

3.94 

100.00 

100.00 


through outlets like ration shops and fair 
price shops. The aim is to ensure stability 
in the general living standards of the 
population, particularly the poor, and to 
insulate them against rising prices. The i terns 
sold through the PDS outlets arc wheat, rice, 
levy sugar, edible oil, soft coke, kerosene oil 
and controlled cloth. Of these, rice, wheat, 
sugar and kerosene are the most important 
accounting for 86 per cent of the total PDS 
sa]e.s. Sugar alone accounts for about 35 per 
centof the PDS purchases; rice (27 percent), 
wheat (10 per cent) and kerosene (15 per 
cent). Bajra, jowar and other coarse grains, 
items supposed to be consumed largely by 
the poor, virtually do not figure in the PDS. 
Their sales amount to less than 1 per cent 
of the total PDS sales. Pulses, which constitute 
an important source of protein for the ptxir, 
have a share less than 0.2 per cent in total 
PDS sales (Table I). A breakup for rural and 


urban sector separately shows that.^ugar, rice 
and kerosene are relatively more important 
items sold through the PDS in therural sector 
while rice, .sugar, kerosene, wheat and edible 
oils in the urban. Thus there Ls some basis 
for the general impression that the PDS 
commodity composition is weighted in 
favour of items supposed to be consumed 
largely by the relatively richer .sections of 
the society. 

A similar picture i.s revealed by the 
composition of commoditywise market 
dependent population (Tabic 2). The 
proportion of commoditywise market 
dependent population purchasing only from 
(he PDS is more than 25 per cent for wheat, 
sugar and kerosene in both rural and urban 
sectors. And the proportion depending either 
only on the PDS or both PDS and other 
sources or both is about 40 percent for rice, 
30 per cent for wheat, 67 per cent for sugar 


Tabih 2: CoMHosmoN of Commoditywise Market Dependent Pohuj^tion: All India 




All India Rural 



All India Urban 

Commcxiity 

Pei'cenlagc 
Market 
Dependents 
u.siiig Only 
PDS 

Percentage 
Market 
Dependents 
using PDS 
and Other 
Sources 

Percentage 
Market 
Dependents 
using Only 
Other 
Sources 

Percentage 
Market 
Dependents 
using Only 
PDS 

Percentage 
Market 
Dependents 
using PDS 
and Other 
Sources 

Percentage 
Miuket 
Dependeiii.s 
using Only 
Other 
Sources 

Ric4? 

14.18 

25.56 

60.26 

11.14 

27.97 

60.89 

Wlieal 

26.49 

481 

68.70 

29.48 

7.21 

63.31 

Bajra 

1.07 

0.41 

98.53 

1.05 

0.00 

98.95 

Jowar 

4.39 

4.40 

91.21 

0.89 

1.13 

97.98 

Other cereals 

2.97 

V03 

94.00 

3.44 

1.32 

95.24 

Pulses 

0.03 

0.04 

99.93 

11.32 

11.77 

76.92 

Edible nil.s 

4.57 

12.11 

83.32 

5.74 

20.89 

73.37 

Sugar 

36.08 

31.86 

32.06 

29.19 

46.44 

24.37 

Coal 

6.39 

1.69 

91.92 

10.85 

0.57 

88.58 

Kcnkseiie 

44.09 

6.91 

49.00 

56.20 

8.24 

35.55 


Table 3: Monthly Per Capita Totai Cfreai Consomition (K<}) by Select Deui e Gropps. 

A11 India Rural 


NSS Round 

NSS Survey Pencxi 

O-IO 

10-20 

20-30 

30.40 

40-50 

O-lOO 

4 

ApribSeptember 1952 

8.71 

12.51 

13.68 

15.58 

16,75 

17.27 

5 

December 1952-MaR'h 1053 

9 72 

12.28 

14..30 

17.05 

18.31 

18.06 

4 and 5 

Apnl lW2-Man.l) 195.1 

9.28 

12.39 

14.14 

16.25 

17.85 

17.64 

7 

October 1953 “March 19.54 

11.10 

13.84 

14.06 

14.74 

16.07 

16.88 

8 

Julv 1954-March 19.55 

10..37 

12.79 

14.25 

17.21 

16,80 

16.81 

0 

May-Novemher 1955 

11.37 

13.1') 

15.64 

17.40 

16.')5 

17.78 

8 and 9 

July 1954-Novemher 1955 

10.50 

12.80 

15.21 

16.72 

16,97 

17.15 

12 

March-Augu.st 1957 

8.42 

11.50 

12.76 

14 44 

I5..57 

16.15 

13 

September 1957-May 1958 

0,25 

1261 

14.29 

14.67 

15,73 

16.65 

14 

.luly 1';5 H-.Iuiil‘ 19.59 

9.08 

12.58 

13.77 

1.5,39 

16.94 

17.33 

15 

July 19.59-June I960 

10.IK 

12.62 

14.28 

15.22 

16.89 

17.38 

16 

July 1960-Augu.si 1961 

10.22 

12.01 

15.01 

16.74 

17.13 

17.51 

17 

September 1961-July 1962 

11.42 

13.31 

14.88 

15.64 

15,83 

17.55 

18 

behraary 1963-January 1064 

11.18 

^ 14.13 

13.83 

16.25 

16.53 

17.54 

19 

July 1964-June 1965 

9.54 

12.15 

14.09 

15.07 

16.33 

16.66 

27 

October 1972-Septcmbcr 1973 

9.08 

12.03 

13.32 

14.35 

15 15 

15.46 

28 

October 1973-Junc 1974 

9.50 

12.22 

13.30 

14.08 

15 09 

15.21 

32 

.luly 1977-June 1978 

9.72 

12.46 

1,3.68 

14.27 

15.20 

1.5.40 

38 

Jaiiuary-December 1983 

10.35 

12.45 

13.38 

13.94 

14.78 

14.90 

42 

July 1986-Juiie 1987 

9.96 

12.08 

12.90 

13.68 

14.16 

. 14.40 

43 

July 1987-Juiie 1988 

10.78 

12.63 

13 46 

13.95 

14.41 

14.54 

44 

July I98K-Juiie 1989 

10.97 

12.70 

13.46 

13.98 

14.41 

14.62 

45 

July 1989-June 1990 

10,95 

12.35 

13.28 

I3..30 

13.98 

14.05 


Source: Bstiniates up to the 13lh round and for the 18(h round are from Bhaltachiiiya et al (1991) and 
for riK* remaining rounds are made by the author. ^ 
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and 50 per cent for kerosene in the rural areas 
while it is about the same for rice, 37 per 
cent for wheat, 76 per cent (or sugar and 64 
percent for kerosene in the urban areas, In 
the urban sector, PDS appears to be an 
important market for pulses also, with about 
23 per cent of market dependent population 
relying partly or wholly on the PD^ 

III 

Chaiif^in^ Cereal Consumption 
and Implications 

The rtde of the PDS in ensuring food 
security cun be appieciated by the (act that 
the cereal consumption levels have not 
improved at all during the last 40 years. 
Changes in the si/c of the cereal consumption 
basket arecxamincdheie because the poverty 
line used by the Planning Commission and 
all the major Indian studies is based on the 
calorie norm and, on an average, cereals 
account for more than 85 per cent ol the 
caloric intake of the poi^rer households 
particularly in the rural sector [National 
Sample Survey Report, No 238, Vo|s I and 
II and Bhaltacharyact al 1991, p531. Further, 
cereals constitute about 60 per cent of total 
consumption expenditure (or these gioups. ^ 
Hence cereals consumption is an important 
itulicator of food security 

Tliecslimate.sofaveiage quantity ofccreals 
consumed per person per 30 days separately 
for the poorest five decile gioups and the 
population as a whole for rural and urban 
sectors are presented in Tables 3 and 5 
respectively. As per the results from mt>st 
of the National Sample Suivcy (NSS) rounds 
the cereal consumption was about eight to 
11 kg for the pcHiresi decile group and 14 
to 18 kg (or the pc^pulation as whole in rural 
India. During the planning pcru>d as whole, 
from 1952 to 1989/90, the level of per capita 
cereal consumption in quantity tennsdid not 
show any perceptible trend for any decile 
group except for the poorest one. For this 
group consumptu)!! registered an increase 
from about nine kg to 11 kg but still it is 
below the subsistence requirement level - 
the ICMR norm for minimum cereal 
consumption is 11.58 kg per month and far 
l)elow the cercal bundle (15.46 kg f>ermonth) 
corrcsptmding to the class interval enclosing 
the poverty line; foi others, cereal 
consumption has really been sagging below 
the poverty line cereal bundle since the mid- 
1950s. As regards the urban sector, available 
data show that the per capita consumption 
of cereals fluctuated between (our to 10 kg 
(or thcpiH>resl decile group and between six 
ami 11 kg for the pi^pulation as a whtde. 
Cereal consumption for all urban sections 
increased between 1957/58 and 1961/62 and 
virtually stagnated thereafter at levels below 
even the ICMR norm. Tlie general picture, 
therefore, is one of stagnation in cereal 
consumption in both the rural and urban 


sectors even after mid-1970s when poverty 
is supposed to have declined in the country. 

In comparison with the changes in 
consumption ba.skci as a whole, per capita 
cereal consumption in the 1980.s did not 
increase at all in spite of some improvement 
in total expenditure and decline in relative 
prices of cereals [Radhukrishna 1991 and 
vSuryanarayana 1994c]. Consumption 
patterns, defined in terrn.s of shares, of the 
poor have tended to shift away from cereals 
involving marginal increases in non -cereal 
consumption |Suryanarayana 1995|. 
Behrman and Dcolalikar (1987 and 1989) 
and many other studies show income 
elasticities of demand for calorics arc 
substantially smaller than those for food 
expenditure implying that marginal food 
demand choices of relatively poorer 
households due to income increa.scs arc 
ctmeerned more with commodity attributes 
than their caloric content.* Thu.s, if the 
government policy is to leduce 


mainourishment, which ift important for 
improvement in labour prtxluctivity and 
economic growth,^ it cannot be achieved by 
growth prr instead instruments like the 
PDS which would influence consumption 
composition in favour of the nutritious items 
should be resorted to. 

The PDS has also an important role to play 
in ensuring price stability and hence 
minimising the transaction costs as.sociated 
with budget reallocation in response to 
relative price changes. Such costs are likely 
to be higher for the poorer groups than for 
the rich. This is becaqse the price responses 
of the poor arc larger than those of the rich 
[Timmer 1981] since the former arc under 
pressure to minimise cost subject to 
nutritional cimstrainl by appropriately 
responding to relative price changes. 
Hstimates ofuncompensated price elasticitic.s 
(or different income groups by rural and 
urban .sectors f Radhaknshna and Murty 1980 
and Radhakrishna and Ravi 1992] confimi 


Tabi h 4: C\)Mi'osfi ion oi- C'hruai ('onsumkhon fiAsKFr by Sh ht Dhcii i- Gkopi‘s. 

All India Rurai 

(Per cent .share in total qiiaiititie^s) 


Decile Group 
NS.S R.Hiiid 


O-IO 



10-20 



20 30 


Rice 

Wlieal 

Coarse 

Cereals 

Rice 

Wheal 

C'oaise 

(Vreal.s 

Rice 

Whc-yl 

('iiarse 
Cereals 

8 

25.00 

2.00 

73 00 

32.30 

3 80 

64.00 

41.40 

2-50 

56.10 

9 

23 30 

3.80 

72.90 

26.97 

6.90 

66 20 

32.40 

6.V) 

61 30 

13 

32.90 

4.10 

63.00 

34 30 

6.30 

59 40 

39 60 

7.80 

52.60 

14 

40.97 

3.87 

55.16 

38 ^5 

7 42 

54.23 

40.54 

7.50 

51 96 

15 

40.88 

5.42 

53.71 

43.^8 

5 32 

43 31 

41.35 

11 24 

45.34 

16 

40.57 

6 73 

52.70 

43.10 

6.59 

.50 31 

43.23 

9 69 

47.08 

17 

41 4^ 

7.32 

51.2S 

44.24 

9 40 

46, ^6 

49 76 

10 n 

40.11 

18 

^7.00 

7.90 

55.20 

38.80 

10.30 

5! 00 

41.30 

12 70 

45.90 

19 

45M 

9.67 

44 99 

49.37 

10.41 

40.22 

48 J3 

11.99 

.^‘).67 

27 

41.67 

15.63 

42.70 

42.0X 

18.68 

-39.24 

43.12 

19.43 

-37.45 

28 

43.32 

11.75 

44 9^ 

43 94 

15.79 

40.27 

44.44 

1X42 

37 14 

32 

38.27 

16.10 

4.5.64 

43 77 

19.46 

36 77 

45 88 

21.76 

32.37 

38 

31.22 

27.41 

41..37 

36.77 

28 83 

34. v; 

41.61 

28.50 

29 90 

42 

4.^.(W 

28.64 

28.26 

46 46 

30 90 

22 65 

48 39 

1071 

2n.8x 

43 

42.47 

29.04 

2X.4y 

47.18 

30.40 

22.42 

49 64 

30 80 

19.56 

44 

45.14 

2.3.66 

31.20 

46.57 

26 00 

27 43 

48.66 

26 62 

24 73 

45 

48.10 

29.21 

22.69 

52.13 

20.74 

21.J3 

53.31 

31.36 

15 33 

Decile Group 


30-40 



40-50 



0-100 


NSS Round 

Rice 

Wlieal 

oarse 

Rice 

Wheal 

, f .\)nr.sc 

Riee 


Cdarse 




(Vreals 



Cereals 



Cereiils 

8 


5.40 

49.80 

41.60 

4.90 

50.40 

48.70 

8 40 

42.90 

9 

42.10 

11.60 

46.30 

42.50 

12.10 

45.40 

42.10 

I4..50 

43.40 

13 

42.20 

9.30 

48.50 

43.10 

12.50 

44,40 

42.60 

13.70 

43.70 

14 

41.78 

8-46 

49.76 

46,33 

9.62 

44.05 

44.37 

1.3.73 

41.89 

15 

43 07 

10.45 

44.48 

49.56 

10.58 

41.89 

43,73 

14.44 

53.11 

16 

43.3^ 

13.89 

42.75 

47.22 

15.20 

37.58 

45.46 

17.59 

36 95 

17 

52.84 

11.02 

36.14 

53.71 

11..32 

34.96 

50.03 

15.05 

34.93 

18 

43-20 

13.20 

43.60 

47.50 

15.00 

37.60 

46.10 

16.60 

37.30 

19 

50.64 

12.81 

36.55 

52.04 

13.25 

34.70 

48.80 

16.45 

34.75 

27 

44.11 

21.11 

34.77 

45.04 

22.50 

32.45 

42.63 

25.10 

32.28 

28 

44.89 

20.95 

34.16 

45.83 

21.45 

32-72 

45.36 

23.14 

31.49 

32 

47.86 

22.56 

29.57 

48 91 

23.-57 

27.52 

46.23 

26.30 

27 47 

38 

44.26 

28.05 

27.69 

47.73 

27.68 

24.59 

44.50 

29.93 

25,.57 

42 

51.00 

29.88 

19.12 

52.33 

30.30 

17.37 

49.38 

33.12 

17.50 

43 

51.01 

31.02 

17.97 

51.14 

31.62 

17.24 

48.42 

33.98 

17.61 

44 

49.52 

29.82 

20.66 

51.03 

32.46 

16.51 

48.36 

32.35 

19.29 

45 

49.89 

35.40 

14.71 

54.20 

-30.46 

1.5.34 

49.32 

33.45 

17.22 


Sourer. Bstmiates lor 8.9,13 ami 18th round are from Bhattacharya et al (1991) and for the remaining 
rounds art' hy the author. 
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this hypotbcsiif for India too. As can be seen 
fiom own price elasticity estimates presented 
in Table 7» the absolute values of price 
elasticities for rice and wheat for the very 
poor (expenditure groups below 75 percent 
of poverty line) exceed one. indicating that 
their quantity demanded is proportionately 
very responsive to price changes and 
expenditure on these cereals would decline 
if their price increase. By and large, 
elasticities decrease with increased 
expenditure. This again cmphasi.ses dial 
pix)r’ .s mWginal food choices would be more 
rcspon.sive to food subsidy fM>licies like the 
PDS" than any other policy. 

The increasing landlessness and 
casualisationofrurallabour, whoconsiilulc 
the hulk of the poiv. since the mid-1960s 
f Vaidy anathan 1 986 and ILO- ARTFP1 993 J 
would imply larger market dependence of 
the ptx^rcr .sections. Tins market dependence 
is further reinforced by their changing 
consumption pattern (see next section) 
involving substitution of coarse cereals by 
superior cereals since the coarsecereals arc 
largely grown in the rain fed and dry “land 
areas by subsistence 1 aimers for self- 
consumption. Further, even though the all- 
India jx’T capita availability of ceicals has 
been practically stagnant since the 1950.s. 
inter-regional disparities in production has 
increased as shown by the increase in 
coefficient of variation in per capita cereal 
production from 0.54 m 1970-71 to 0 H4 in 
I988 K9 IKrishnaii 1992) Available 
evidences ICcnlrc for Development Studies 
1 975 and Krishnan 1992] slu>w that a ma|or 
factor accounting fill inter state variation in 
cereal consumption and l alone intake, 
particulaily in the mral sectoi, is pei capita 
state lovKigrain output and not pel capita 
stale domestic product. The findings of these 
studies eniphasi.se that poverty reduction, 
measured using fiK'id intake norms, is not 
.simtdy a matter of economic access but both 
economic and physical access to (VhkI. 
Poverty alleviation progiammcs like public 
works pmgrammes tu even Ibtxl stamps will 
of course rai.se income levels. Bui the eventual 
increase in rural demand, unless acccnnpanied 
by a corresponding increase in supply which 
.seems unlikely as shown by these studies, 
will lead to foodgrain price rise and hence 
stagnation or even erosion t)f real incvmies, 
in terms of foixlgrain quantities, of landless 
labourers and other pt>orcr sections. 

This is also confirmed by the field 
experience of officials involved in the 
implementation of different poverty 
alleviation programmes: As regards poverty 
alleviation programmes like National Rural 
Employment Programme (N REP) and Rural 
Landless Employment Guarantee 
Programme (RLEGP), “...three problems 
arise: one is that the .segment of the poor 
for which self-employment opportunities are 
sought to be created tiirough sub.sidy-cum- 


loan-financcd asset-based programmes is 
Unable to operate these schemes because of 
that very chronic hunger which the schemes 
secktoalK>li.sh; the second is that, apart from 
being inadequate in terms of outlays, wage 
employment programmes for the rural poor 
lack an efficient delivery .system: the third 
is that the continuing rise in prices of 
foixlgrain.s andotlicressential commodities 
leads to erosion in such additional incomes 
as arc generated by anti-poverty measures 
and by tlie general growth process... A pubi ic 


distribution system has obviou.s and intimate 
relevance to all three anti-poverty issues 
mentioned Above, because only .such a system 
canhave the infra.stniciure lodelivcrcssential 
comm<xlities to meet the minimum foixl 
requirements of hungry households, to 
control prices in the open market and to 
deliver the fixKlgrains required at the village 
level on a day-to-day basi.s to those parti¬ 
cipants in the rural employment generation 
programme .s who are dci>endent on daily 
wagc.s'* [Vcnugopal 1992; pp 121-22], 


Tabu 5: Moni mi y Pkk Cahta 'Iofai O.ktAi roN.srMiTioN (Ko) by Sti fccr Dtcii k Gkoups, 

All India Urban 


NSS Roiiiul 

Survey Pen oil 


O-IO 

10-20 

20-30 

3040 

40-50 

0-100 

14 

July 1958-June 1950 


9.84 

11.40 

12.16 

12.45 

13.30 

12.65 

15 

July 1059-Juiic I960 


0.30 

10X8 

11.19 

11.69 

12.58 

12.27 

16 

Julv 1060’Augu.si 1061 

0.77 

10.70 

11.35 

11 93 

12.84 

12.53 

17 

September 1061-July 1962 

0.12 

11.27 

11.69 

12.38 

12.8^ 

12.49 

10 

July 1064-June 1965 


8.42 

10.51 

11.13 

11.93 

12 19 

1178 

27 

()ct obei 1972-Sept ombei 1973 

8.75 

10.52 

11.23 

11.46 

11.84 

11.32 

28 

t)c0»ber 1073-June 1074 

8.87 

10,53 

10.93 

11.42 

11.68 

11.37 

-12 

July 1077-June 1078 


8 86 

10.86 

11.40 

11.81 

11.07 

11.72 

38 

January-Oecember 10X3 

9.19 

10.46 

10.98 

11.34 

11,49 

11.38 

42 

July 1986-June 1987 


9.15 

10.48 

10.74 

10.83 

11.48 

11.04 

43 

July 1987-June 1988 


9.75 

10.87 

11.15 

11.37 

11.46 

11.25 

44 

July 1988-Juiie 1989 


9.67 

10.62 

II 04 

11.26 

11.43 

11.27 

4.*^ 

July 1989-June 1000 


10.03 

10.79 

11.13 

II 54 

11 43 

11 09 

Source: Author’s esiimate.s hiised on vanou.s NSS reports. 





TABih6 fTiMi'osirioN or Cerbai ('onmimition Baskki 

BY Sei her Dbcii h Gkoni'S, 





Ai I India Ukban 







(Per c,enl .share tn total quantities) 




Decile Group 

0-10 



10-20 



20-30 



Rice 

Wheat G-oarse 

Rice 

Wheat 

Coarse 

Rice 

Wheat 

(Toarse 

Yeiir 


Cereal.s 



C'ereals 



Cereals 

1058-50 

27 65 

20.44 

51.01 

34,07 

30 75 

.35 18 

41.67 

25 (X) 

33.24 

1050-60 

33 23 

29.08 

37.60 

37.87 

27.36 

34 77 

39.04 

27.73 

33.22 

1060-61 

34 35 

25.16 

40.50 

40 5') 

29.30 

30.10 

48.08 

28.91 

23,01 

1061-62 

40.26 

25 91 

33 83 

41 11 

32.13 

26.76 

46.31) 

29.69 

24.01 

1964-65 

30 34 

34.42 

26.25 

49 00 

30.56 

20.44 

46.45 

^3 26 

20.29 

1072-73 

30.74 

36.28 

23 08 

42 47 

37.36 

20.17 

43.64 

39.02 

I7.3S 

1073-74 

41 77 

28.87 

29 36 

45.51 

32-59 

21.90 

47.09 

34.03 

18 87 

1077-78 

42.54 

31.32 

26 15 

44 62 

37.68 

17 70 

46.17 

39 59 

14 24 

10X3 

^7.87 

30.93 

22.21 

45.24 

40.14 

14.62 

46.72 

39 62 

13.6D 

1086-87 

45.29 

38.76 

15.05 

40.76 

4{),M) 

9 74 

49.54 

41.54 

8.92 

1987-ttX 

45.34 

38.38 

16.28 

47.64 

41.06 

11..30 

48.51 

42 08 

9.41 

1988-80 

43.65 

40.91 

15 44 

45.76 

39.95 

14,29 

49.37 

40.67 

9.96 

1989-00 

46.80 

38.74 

14.46 

30.03 

39.44 

10..S2 

49.98 

41 6*^ 

8,,37 



30-40 



40-50 



0-100 



Rice 

Wlieal (aiarse 

Rice 

Wlicat 

Coarse 

Rice 

Wiieat 

Cearse 



Geroals 



Cereals 



Cereal.s 


43.04 

24.11 

32.84 

43.82 

24.17 

32.1X1 

43.87 

30.28 

25.85 

1959-60 

40.94 

27.40 

31.66 

46.44 

28.93 

24.63 

45.48 

32.19 

22.33 

1960-61 

46.21 

31.31 

22.47 

48.95 

31.85 

19.20 

47.49 

33.92 

18.60 

1061-62 

47.78 

30.00 

22.22 

49.87 

30.91 

19.22 

49.29 

.J2 86 

17.85 

1064-65 

47.44 

33.00 

18.57 

47.66 

36.42 

15 91 

47.62 

37.61 

14 77 

1972-73 

43.80 

39.79 

16.40 

43.58 

42.30 

14.12 

43.64 

42.58 

13.78 

1073-74 

48.05 

36.78 

14.27 

48.23 

37.38 

14..39 

47.-32 

37.99 

14.69 

1077-78 

47.51 

39.98 

12.52 

48,05 

40.55 

11 39 

46.76 

41.55 

11.69 

1983 

47,43 

40.73 

11.84 

47.73 

40 98 

11.29 

46.75 

42.36 

10 90 

1986-87 

49.32 

42.31 

8.37 

48.60 

43.55 

7.75 

48.28 

43 75 

7.97 

1987-88 

48.29 

42.5’, 

0.20 

48.67 

42.-36 

8.97 

47 56 

44.27 

8.18 

1988-89 

48.56 

42.45 

8.00 

50.39 

40.94 

8.67 

47.47 

42.68 

9.85 

1980-90 

51.08 

41..S6 

6.47 

51.73 

41.89 

6.39 

49.14 

43,64 

7.21 


Source: Author’.^ esinnaics. 



Ensuring foodgrain availability through 
growth in production can only be a long¬ 
term policy option; therefore, targeted PDS 
seems to be the short-term option to ensure 
foixlgrain availability and hence food security 
for the rural poor. Thus, given the increasing 
market dependence of the poor and the 
prospect of rising cereal prices with the 
integration of the Indian economy with the 
world economy, food security and 
nourishment of die p<K)r cun only be ensured 
by instruments like the PDS. 

IV 

Scope for Commodity-Based 
Targeting; 

What is to be noted about the cereal 
consumption basket is the change in its 
composition in favour of superior cereals 
like rice and wheat (Tables 4 and 6). For 
instance, die average per capita consump¬ 
tion of rice per person per 30 days increased 
from 2.59 to 5.27 kg between 1954-55 and 
1989-90forthcp(xircstdccile group. Similar 
increases, though not of the same magni¬ 
tude, occurred for the other two, second 
poorest and diird pcxirest, decile gniups also. 
Accordingly, their shares of rice in the cereal 
basket increased from 25 to 48,34 to 52 and 
41 to 53 per cent respectively. Much more 
striking are the increases in the shares for 
wheat and decreases for those of coarse 
cereals. For the poorest decile group, the 
share in cereal consumption of wheal 
increased from 2 to 29 per cent while that 
of coarse cereals decreased from 73 to 23 
percent. Similar changes occurred for other 
decile group.s tix). The urban sector too 
experienced similar changes in the cereal 
consumption basket; hut the pattern and 


magnitude of changes are not as striking as 
that for the rural sector. Both in the rural 
and urban sectors, the share of wheat in the 
cereal basket increased and that of ciiurse 
cereals decreased. Thus, the very 
consumption pattern of the poor has changed 
over the years in favour of superior cereals, 
partly due to relative price increases for tlic 
inferior fotKigrains and partly due to changes 
in preferences. As regards the poor farmers 
such changc.s are also due to the fact that 
prices of superior cereals like rice and wheat 
are lower than the cost of production of 
coarse cereals [Bhatia 1988; p 43]. 

The changes in consumption patterns can 
also he verified by examining the Fiigcl 
elasticities for different consumption items. 
For this purpose, data from the household 
consumption survey of the National Sample 
Survey Organisation conducted during 1961* 
62 (17th round) and during 1989-90 (45th 
round) are made use of. Of course, tlic changes 
in consumption patterns would also depend 
on relative price movements and systematic 
factors like race, (Kcupution. age and level 
of education of (he licad of household, a 
detailed study incorporating all such factors 
is being carried out separately. 

Tlic Rngel relation y = f(x) between per 
capita expenditure on u specific commodity 
(y) and per capita monthly total consumer 
expenditure (x) and hence Engel clusticilics 
can be estimated using different metluHls. 
Given that the published NSS data arc 
available only in the form of grouped 
arithmetic means in unequal size classes of 
total expenditure, the assumptions of the 
conventional method of least squares about 
the error terms may not hold. Therefore. 
Hiigel elasticities are estimated using the 
niethixl based on the concentration curve 


approach [Iyengar 1960,1964]. In addition 
to the advantage that the method makes less 
restrictive a.ssumptions, is suitable for the 
available data sets and provides consi.stent 
results, it has been found (Saba 1980] to be 
the best method, among four different 
alternattves including the least .squares 
approach, in terms of .sampling variance for 
each method and sign test ba.sed on sampling 
variance. 

Thi.s approach is based on the following 
assumptions: 

(i) The variable per capita total consumer 
expenditure (x) has a log-logistic distribution 
which is characterised by the equation 

log - - — = a -I- b log X (1) 

1 - F (X) 

(ii) The Engel curve is linear in double 
logarithmic scale and is given by 

d> (x) = F. (y/x) = A (2) 

where y and x denote the household 
expenditure cm the specific commodity and 
total expenditure respectively. 

Now. the Engel elasticity is given by 

11 = (3) 

■'o 

where X] stands for wliich can he estimated 
from the Loren/ ratio L^ of the size distri¬ 
bution i>f X and the specific concent-ration 
coefficient L_^ for the commodity under 
consideration. 

Tlic Huge] elasticity esiunales and other 
rcliiicd consumer behaviour parameters arc 
pie.scntcd in Tables 8 and 9 respectively for 
the rural and urban sectors at the all-India 
level. The commodities considered, due to 
data availability constraint, arc: (i) rice, (ii) 
wheal, (lii) coarse cereals consisting of jowar, 
hairu, mui/e, barley, small millets and ragi, 
(iv) edible t>il and (v) sugar. 


Tabi.I: 7: Own Price Hi ASTicirihs by ('ommooii y Gkours, Ai i India Rorai and Urban 


Coniinociity Group 


Rural India 


Urban India 


VeryPtHir Moderately Non-Poor .Noii-Poor All Groups Very Poor Moderately Non-Poor Non-Poor All Groups 

Poor l,t)wer lligjier Pcxir Lower liiglicr 


0.3073 

(-) 0 . 3.567 


0.3164 

(-)0.1X‘;i 


(->0.5534 

(-K).6575 


(-)L0I‘>7 (-)0.4022 
(-)l.20R8 


(->0.302 (->0.052 (->0.2759 


Rice 

(->1.9904 

(-)0.834() 

Wheat 

(->2.3212 

(-10.2847 

Other cereal 

(->1.5543 

(-) 1.2771 

Milk iuid milk products 

(->1.2237 

(->1.1184 

Edible oils 

(-)0.«167 

(-M)..‘!.‘>19 

Meat, fish and eggs 

(-)0.9676 

(->0.7.573 

Sugar and gur 

(-K).97l2 

(->0.6949 

Pulse 

(->1.3253 

(->1.2633 

Emits and vegiecables 

(->0,9718 

(->0.8060 

Other food 

(->0.8122 

(->0.9617 

Non-fixid 

(-X).85HO 

(->0.8589 


(->0.8228 

04043 

(->0.8212 

(->0.9036 

(-X).9334 

(->0.5563 

(->0.7854 

(->0.7671 

(-y).4781 

(->0.4845 

(->0.5388 

(->0.5352 

(->0.6433 

(->0.5130 

(-X).6403 

(-X).5728 

(->0.6563 

(->0.4421 

(->0.5985 

(-)0.5647 

(->1.1.329 

(-11.4780 

(->1,3034 

(-)0.68(>0 

(->0.7629 

(->0.7288 

(->0.7853 

(->0.8524 

(->0.8764 

(->0.9957 

(->0.9340 

(-K).5386 

(->0.9498 

(->1.1316 

(->1.0167 

(->0.6849 


(-)0.I080 

(->0.514 

4 

(->0.389 

5 

(->0.4627 

(->0.5872 

(->0.315 

1.2912 

0.1041 

(->0.8314 

2 

(->0.816 

2 

(->0.578 

3 

(->0.6600 

(->0.5026- 

(->0.462 

2 

(->0.316 

1 

(->0.3879 

(-)o!5496 

(-)0.559 

7 

(-)0.534 

5 

(->0,5441 

(->0.4537 

(->0.404 

1 

(->0.263 

5 

{->0.3457 

(->0.8012 

(-)0.629 

0 

(-)0.417 

1 

(->0.5371 

(->0.7333 

(->0.617 

5 

(->0.568 

1 

(->0.6125 

(->0.7271 

(->0.814 

1 

(-')!.033 

5 

(->0.840 

1 

(->1.033 

5 

(->0.8081 

(->0.7879 

(->0.9845 


Hate: Hlasticities are evaluated at group means of 1987-88. 
Source: Radhalcnshiia and Ravi (1092) 
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A« per tbe Engel law, ^ith an increane in 
total expenditure (i) an increaxe in Engel 
ratio indicates that the commodity a)ncemcd 
is a relative luxury with an expenditure 
elasticity greater tlian unity ; and (it) adecrease 
shows that the item is a necessity with 
expenditure elasticity less than or equal to 
unity. The estimates presented in the tables 
show a decline in Engel ratios for all 
fcKxigrain.s both i n the rural and urban sectors. 
The Engel ratio.s increased both for edible 
oil and sugar in rural India and only for 
edible oil in the urban sector. Between 1961- 
62 and 1989-90, there was an increase in per 
capita total consumption at constant prices 
in both rural and urban India [Sury anarayana 
1995). But only sugar in the rural sector has 
an Engel elasticity estimate of greater than 
one. Between the two periods, Engel elasticity 
declined for all commcKlities except bajra 
and mai/e in the rural, and wheat and bajra 
in the urban sector. Part of the inconsistencies 
between changes in Engel cla.sticitics and 
ratios could be due to changes in relative 
prices. Changes in relative prices during 
1970s and 1980s have been such that estimates 
of Engel ratios based on current prices provide 
an exaggerated and sometimes even clistoile<.l 
picture about the underlying real changes 
[Suryanara^ana 1995). For the pre.sent 
analysis what matters most is the low value 
of Engel elasticities and tlieir decline by 
1989-90. Going by the elasticities, one might 
be tempted to conclude that these items arc 
A unportaiit from the point of view of PDS 
targeting since Engel elasticity if: (i) negative 
implies Uiat the pexjr would gain more subsidy 
in absolute terms, (ii) a pt^sitivc fraction 
implies that Hie ptior benefit more relative 
to their total expenditure; and (iii) more than 
one implies that the richer groups benefit 
both in absolute terms and relative to total 
cxpeiidtlure. In fact, what the declining Engel 
elasticities imply, ceieris parihux, arc (i) 
improving consumption profile of poorer 
gri^ups with respect to these items, and (ii) 
considering the population as a whole, 
decliningrcsponse of loodgrain consumption 
to expenditure and hence income growth. 


Hie improving consumption profile 
hypothesis can be carried further examining 
the inequalities in consumption distribution 
in terms of shares of the bottom 50 per cent 
and inequality measures like concentration 
ratios. The consumption share of die bottom 
50 per cent of the population increased for 
all commodities except bajra and mai^c in 
both rural and urban sectors. Tliis is further 
confirmed by estimates of specific 
concentration ratios for consumption 


distribution in quantities for 1961-62 and 
1989-90. Specific concentration ratio 
declined from 0.143 to 0,029 for rice. 0.346 
to 0,130 for wheat, but increased from 0.020 
to 0.035 for coarse cereals as a whole for 
rural India; they declined from 0.105 to 
0.049 for rice, 0.115 to 0.205 for wheal and 
from (-)0.178 to (-)0.184 for coarse cereals 
for urban India. As regards consumption (in 
value terms) distribution of edible oils and 
sugar, the specific concentration ratios 


Table 8: Estimates of Enc»ei Cia.stk hies and Other Consumer Behaviour Parameters 
K)R Sei ect Commodities, Am India Rural 
(1961/62 and 1989/90) 


Commodity 

Engel Elasticity Consumption Share (Per (*ent) 
of the Bottom 50 Per Cent 

Engel RaUo 
(Per Cent) 

1961/62 

1989/90 

1961/62 

1989/00 

1961/62 

19^19/90 

Rjce 

0.519 

0.106 

38.20 

45.68 

23.29 

16.30 

Wheat 

\xm 

0.442 

26.41 

41.74 

5.66 

7.19 

(’oarsecereal.s 

0.126 

0.063 

47.42 

49.66 

9.70 

3.21 

(i) Jowar 

0.067 

(-)0.207 

49.84 

55.35 

3.36 

1.34 

(li) Bajru 

0.662 

0.948 

33.86 

29.99 

1.56 

0.76 

(iii) Maize 

0.007 

0.155 

50.70 

46.53 

1.52 

0.55 

(iv) Bailey 

(-)0.056 

(-)1.503 

53.52 

73 18 

1.47 

0.06 

(v) Small inilJeLs 

(-)0.234 

(-)1.423 

55.16 

78.48 

0,46 

0.08 

(VI) Ragi 

0.109 

(-)0.802 

44.07 

69.78 

1.33 

0.42 

Pdihle oil 

0.944 

0.807 

30.23 

34.38 

3.08 

4.87 

Sugar 

1.320 

1.089 

22.76 

28.55 

2.95 

3.04 

Total consumption 

1.000 

1.000 

29.08 

31.01 

1.00 

1.00 


Tabi f 9: Bstimates of Enoei El asticities and Other <^>nsvimek Behaviour Parameters 
H^k Stl h(T C OMMODITIhS, Al I INDIA URB^N 

(1961/62 and 1989/')0) 


CommiRlily 

Engel lilasticity ('onsumption Share (Per Cent) 
of the Bottom 50 Per Cent 

Engel Ratio 
(Per (Zeni) 

1961/62 

1989/90 

1061/62 

1080/00 

1961/62 

1989/90 

Rice 

0.'^70 

0.140 

40.33 

47.29 

13.38 

8.47 

Wheat 

0.416 

0.585 

39,14 

42.44 

6.80 

5.04 

Coarse cereals 

(-)0.461 

(-)0.523 

62.7h 

61.61 

2.72 

0.70 

(i) Jowar 

(-)0.50'J 

(-)0.379 

65.30 

65.14 

1.65 

0.42 

(li) Bajra 

0.0*14 

0.499 

49.07 

45.11 

0.52 

0.16 

(ill) Maize 

(-)0.H55 

(-)0.471 

72.62 

61.71 

0.10 

0.04 

(IV) Barley 

(-)1.0426 

O.OfX) 

73.85 

- 

0.16 

0.00 

(V) Small nullei.^ 

(-)2.204 

().(XK; 

81.16 

- 

0.03 

0.00 

(VI) Ragi 

(-)0.559 

(-K).653 

6l.(K) 

64.39 

0.26 

0.08 

Edible oil 

0.754 

0.684 

30.35 

32.88 

2.95 

4,90 

Sugar 

0.795 

0.617 

29.70 

.34.82 

V76 

2.61 

Total consumption 

l.OOO 

l.CKK) 

26.25 

26.93 

l.CK) 

1.00 


Table 10: Decile Groui-wiseConsumition Distribution r)r Sei f.lt Commodities Ai i India Rurai (1989/90) 


Decile 

CirtHip 

Rice 

Wheat 

Coar,se Cereals 

Sugar 

Edible Oil 

Decile 
Group wise 
Share in 
Consump¬ 
tion (Per Cent) 

Per Capita 
('onsun\pl- 
ion (Kg Per 
Month) 

Decile 
Groupwi.se 
Share in 
Consump¬ 
tion (Per Cent) 

Per Capita 
Consump¬ 
tion (Kg Per 
Month) 

Decile 
(ifoup wi.se 
Share in 
Consump¬ 
tion 

Per Capita 
('on,sump- 
tion (Kg Per 
Month) 

Decile 
Gmupwise 
Share in 
Consump¬ 
tion 

Per Capita 
Coii-sump- 
tioii (Rs Per 
Month) 

Decile 
Groupwise 
Share in 
Consump¬ 
tion 

F*er Capita 
('onsump¬ 
tion (Rs Per 
Month) 

0-10 

7.60 

5.27 

6.81 

3.20 

10.41 

2.61 

3.11 

1.97 

4.58 

4.17 

10-20 

9.29 

6.44 

7.02 

3.30 

10.95 

2.75 

5.06 

3.21 

6.37 

5.79 

20-30 

10.22 

7.08 

8.86 

4.16 

8.50 

2.13 

5.92 

3.75 

7.00 

6.37 

30-40 

9.58 

6.64 

10.02 

4.71 

8.15 

2.05 

6.71 

4.25 

7.71 

7.01 

40-50 

10.94 

7.58 

0.06 

4.26 

8.88 

2.23 

7.74 

4.91 

8.73 

7.94 

50-60 

11.91 

8.25 

8.33 

3.91 

8.25 

2.07 

8.79 

5.57 

9.30 

8.46 

60-70 

10,39 

7.20 

11.00 

5.17 

8,01 

2.01 

10.87 

6.89 

11.01 

10.02 

70-80 

10.39 

7.20 

11.10 

5,22 

13.30 

3.34 

13.88 

8.80 

12.50 

11.38 

80-90 

9.84 

6.82 

12.48 

5.87 

13.38 

3.36 

16.21 

10.27 

13.67 

12.44 

90-100 

9.85 

6.83 

15.32 

7.20 

10.17 

2.55 

21.71 

13.76 

19.14 

17.42 

All 

100.00 

6.93 

100.00 

4.70 

100.00 

2.37 

100.00 

6.34 

100.00 

9.10 
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registered a decline in !x>th rural and urban 
India. Rural specific concentration ratio 
declined from 0.298 to 0.224 for edible oil 
and from 0.416 to 0.303 for sugar while 
urban specific concentration ratio declined 
fn?m 0.271 to 0.240 for edible oil and fnwn 
0.285 to 0.216 for sugar. Given the fact that 
Engel elasticities for majorily of these items 
are less than unity and have declined in 
value, what these reductions in concentration 
ratios suggest is an improvement in the 
consumption profile of the ptxircr income 
groups. Thi.s is further confirmed by the 
decile groupwisc consumption shares of 
different commtHlities for rural and urban 
sectors in Tables 9 and 10. The general 
impression that the coarse cereals arc 
consumed only by the poor does not seem 
lobe valid any longer. At the all-India level, 
particularly in the rural sector, almost all the 
decile groups of population seem to be 
cn|oying equi-proportionate shares in coarse 
cereal ccmsumplion with the different decile- 
wise per capita coarse cereal consumption 
being more or less the same (Table 9). In 
urban India, even though the [xwrest three 
decile groups enjoy disproportionately more 
consumption .shares, absolute quantities 
consumed of coarse cereals are quite small. 
In contrast, edible oils and sugar are 
consumed, b>th in absolute and relative terms, 
substantially largely by tlic richer decile 
groups in niral and urban India. As regards 
tlie suggestion for targeting by distributing 
inferior vaneties office and wheat [AhluwaJia 
1993], itshould be noted tiial one reason why 
people, even poorer sections, approach the 
PDS only when the open market pnee rises 
substantially relative to PD.S price is due to 
the poor quality of tiic grains. It may be seen 
from Table 2 that in rural India only 14 per 
centol the market dependent population for 
rice and 26 per cent for wheat depended 
entirely on the PD8 for their purchases, the 
corresponding percentages for urban India 
being 11 and 30. Rest depended partly or not 
at all on the PDS, one major reasi)n being 
‘quality not satisfactory'. The percentages 


reporting unsatisfactoiy quality a.s the reason 
arc five for rice and two for wheat in rural 
India and 20 for rice and 16 for wheat in 
urban India. 

Thus the scope for PDS reform by 
commexiity-based targeting .seems to be 
limited. Further, there arc constraints which 
have to be taken serious note of. With coarse 
foodgrains, the output has been stagnant and 
marketed surplu.s is less. Their self-life is 
limited. Complete resoct to self-targeting by 
restricting Che commcxlity coverage only to 
coarse cereals is not desirable since lhe.se 
crops, being grown largely in dry areas, are 
subject lo high instability in output In 
general, it ap|x;ars desirable to restrict the 
PDS only to basic foodgrains by excluding 
items like .sugar and edible oil since these 
arc the items for which even the richer 
sections’ relative dependence is quite high 
and hence scope for considerable leakages. 

What would be the implications of such 
an option*' As already jxiintcd out m tlie 
introduction, PDS reform ensuring cereal 
supplies providing for normative calorie 
intake for the poor would require additional 
cereal amounts ranging from 20 to 52 mi I lion 
tonnes and additional food subsidy, from 
Rs 3,6(K) to 9.300 croic. How far is this 
option feasible? Its feasibility would be 
governed by the following major 
considerations: To begin with, there is the 
resource constraint of the government At 
a time when PDS reform is necessitated by 
the need fi>r curtailing government budget 
deficit, enlarging PDS on such a scale may 
not be pt>ssiblc. Secondly, its im|>icmenlation 
will run counter to the very reform 
pri>gramme. This is because currently cereals 
pr<Kluetion is about 140 million tonnes. 
Assuming that the maiketcd output of cereals 
IN about 40 per cent (i c abt>ut 60 million 
tonnes), revamping on a scale hypothesised 
wi)uld imply mopping up the entire 
marketable surplus and abolishing private 
trade altogether, a prospect diametrically 
against the liberalisatmn programme. 
'Fliirdly, the most impi>rlant limitation is its 


implicit assumption that all the poor vrill 
have adequate purchasing power to avail 
themselves of the available PDS supplies. 

This would call for a search for cost 
effective mcan.s of ensuring food security to 
the population by a flexible combination of 
policies which would be sensitive lo the 
causes of food in.sccurily in different regions. 
Tills is important given the in ter-regional 
disparities in fcxxlgrain production and self- 
sufficiency and the differences in causes of 
poverty and hence fcx)d insecurity. One 
option secm.s to be integrating the different 
poverty alleviation programmes and food 
dislriliution, the weighlages accorded to each 
a^mponcnl varying depending upon the local 
cause.s of fcxxl in.security so that both physical 
and cctniomic access to food are ensured. 
.Such a strategy possibly will also minimise 
the various costs highlighted by Sen (1992) 
associated with targeted poverty alleviation 
programmes These are (i) costs of 
administering such pi ogrammes efficiently, 
(li) costs due to jioor maintenance of these 
programme.s meant fi^r group.^ which are 
politically weak, (iii) stigma attached to the 
beneficiaries of .such programmes which act 
as disincentives lou.se them, (iv) s(xial costs 
of denying benefits to (he genuinely needy 
due to infi^muition distoition, (v) loss of 
social output and activity due ti' ‘incentive 
clisiorluHi' wherepiUential benefieiaricsare 
tempted to reduce their work so as to lie 
eligible lor support, and (vi) the political 
costs ot ci>nstant monitoring in older lo 
cnsuiethat the beneficiaries’ case forsup|X)rt 
IS genuine 

V 

Conclusion 

The need for containing government 
budget deficit and food subsidy and hence 
pruning the sizcot the public disu ibution .sys¬ 
tem with least cost to the ptx)r has necessitated 
PDS reform. The suggestions for reform 
cover a spectrum of possibilities like means 
test or commodity-based retargeting, 


Table 11; Drx’ii i TiRoirEwisE (’onshmi'IIon Disiribohon of- Sei kt 1'I1:Ms. Ai l India Urban (1989-90) 


Decile 

(.»roup 

Rico 

Wlieai 

Uoiirse CercaJ.s 

Sugar 

litlible Oil 

Decile 
Gn^upwi.sc 
Share in 

tion 

Per Tapila 
( on.su mpt- 
lon (Kg Per 
Month) 

Decile 
(JroupwKse 
Shane in 
Uonsuinp- 
tion 

PerC'apiia 
ronsunip- 
lioii (Kg Per 
Monlh) 

Decile 
Groupwise 
Share in 
(’onsunip- 
tion 

Per Capita 
(/oii.sunip- ‘ 
non (Kg Pei 
Month) 

Decile 
Cmiupwi.se 
Share in 
Coii.sump- 
tion 

Per Capita 
('onsuiiip- 
iion (Rs Per 
Month) 

Decile 
Gmupwi.se 
Share in 
Consump¬ 
tion 

Per C^apita 
Coii.sump- 
iion (R.S Per 
Monlh) 

0\0 

8.6J 

4.60 

X.03 

3.88 

19.14 

1.44 

4.38 

3.41 

All 

6.00 

10-20 

9.90 

5.40 

8.79 

4.25 

14.73 

1.10 

6.14 

4.77 

' 5.74 

8.37 

20-30 

lOJl 

5.56 

9.58 

4.64 

11 95 

0.90 

7.33 

5.70 

6.86 

10.01 

30-40 

li 01 

6,00 

9.91 

4.80 

9.34 

0.70 

7.98 

6.21 

7,56 

11,04 

40-50 

10.85 

5 91 

9.89 

4.79 

9.01 

0.68 

8.99 

7.00 

8.61 

12.57 

50-60 

10.10 

5.50 

9.91 

4.80 

8.77 

0.66 

10.21 

7.94 

10.05 

14,67 

60-70 

10.3^ 

5 6^ 

10.13 

4.90 

8.23 

0.62 

10.80 

8.40 

11.09 

16.19 

70-80 

9.98 

5.44 

11.22 

5.43 

7.38 

0.55 

12.11 

9.42 

12.67 


80-90 

0 67 

5.27 

11.26 

5.45 

6.67 

0.50 

13.83 

10.76 

13.96 


90-100 

9,34 

5.09 

11.29 

5.46 

4.77 

0.36 

18.24 

14.19 

19.35 

28.26 

All 

10t).00 

^45 

100.00 

4.84 

100.00 

0.75 

100.00 

7.78 

100.00 

14,60 
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^mantle the PCI titid caiU for bids for 
foodgrain delivery, and replace the PDS by 
food stamps. Thi« paper examines the 
empirical bases for some of the suggestions 
for PDS reform and in particular how far the 
premises underlying the commodity-based 
retargeting are empirically valid. 

The stagnant levels of cereal consumption, 
particularly of the poorest decile groups, 
coupled with growing inter-regional 
disparities in food grain production and the 
fact that inter-regional variations in cereal 
and calorie intake have more to do with 
foodgrain availability than income imply a 
larger role for the PDS in ensuring food 
security of the poor. Tliis is ail the more so 
given the finding that the poorer groups* 
marginal food choices are governed more by 
commodity characteristics than their caloric 
content and are likely to respond to relative 
price changes through food subsidies and 
hence, schemes like the PDS. 

It is found that the PDS, as it operates now, 
has a commodity basket consisting largely 
of superior cereals like rice and wheat, sugar 
and kerosene; inferior cereals virtually do 
nolfiguie at all. Bur it is no longer valid that 
coarse cereals constitute a majorconsumption 
item of the jxjor and are consumed largely 
only by them Tlic consumption patterns of 
the poorest decile groups, in rural and urban 
India, have undergone achange againstciwse 
cereals and in favour of superior cereals in 
response to both relative price and taste 
changes. Now coarse cereals arc equi- 
proportionalcly consumed by all decile 
groups in rural India but disproportionately 
more by (he poorest three decile groups in 
urban India. Thus the scope fv^i commodity 
based PDS targeting and limiting leakages 
by reorienting it in favour of coarse cereals 
.seems to be very limited particularly in rural 
India. As regards urban India, even though 
coarse foodgrains are consumed 
disproportionately largely by tliepix>rcrdecile 
groups, scope for PDS deli vcring these grains 
seems to he limited since their absolute 
con.sumplion itself is limited. 

PDS reform perse easuring cereal .supplies 
providing for normative calorie intake for 
the poor would not be afcasible option given 
the resource constraint of the government, 
the prospect of abolition of private trade in 
foodgrain.s’and die need for ensuring adequate 
purchasing power to the poor. Therefore 
possibilities for ensuring food security to the 
poor by a flexible combination of policies 
which would be sensitive to tlie causes of 
food insecurity in different regions should 
be explored. Further, if the problem is to he 
treated and solved with the bcneficiaric.s as 
‘active agents’ and not as ‘passiverecipients* 
as Sen (1992) suggests and also to minimi.se 
the economic and social costs associated 
with targeted programmes, then one option 
would be to integrate the poverty alleviation 
programmes with food distribution 
particularly in food deficit regions where 


phyaicfd access to food matters as much As 
economic access. 

Notes 

[The author would like to (hank Krishnaji for 
comments on theprevious draft. This study i.s part 
of the research project on Issues in Food Target¬ 
ing and the Role of Foodstamps being earned out 
for the UNDP Research Project on Strategies 
and Financing for Hunuui Development.] 

1 See for details Suryanarayana (1994a, b). 
i A neat and interesting theoretical rat lonalc lor 
sucl) abehaviour on thepart of poorhouseholds 
can be found in Behemian, Dcolalikar and 
Wolfe (1988). Sliah (1983) argues that the 
demand for food is a joint demand lor vanou.s 
alinbuies o( food, the two most important of 
them being nutniion and taste. He find.s that 
even at low levels of income households attach 
considerable impoitancc to attnbutes like taste 
m-a-vM nutrition in their marginal food 
denumd choices. 

3 See Deolalikar (1988) and Deherinan, 
Dcolalikar and Wolfe (1988) for empmcal 
findings on nutrition-productivity-growth 
nexu.s and wage efficiency hypothesis in India. 

4 That the PDS has also been instrumental in 
changing commodity composition ot the 
consumption basket is borne out by the study 
for Andhra Pradesh (Olsen 1980]: “ Apart trom 
the ditferential in the value of the subsidy in 
opportunity cost tenn.s. the ration rice is also 
causing substitution away Irom coar.se 
grains on the part of the rural poor. In western 
Chitloor distnct sani>ati (cooked nee and ragi 
balls) IS now made in a proportion of one ragi 
to tournee measures, whereas hisioncally and 
even in the recent past it was made with one 
part ragi to one part nee Poor workers may 
as >^ell take up the ration iis buy the cheap, 
nutntiou.s coarse grains, .so that nee now lakes 
up a larger proportion of their cereal 
consumption” [Olsen 1989; p 1601J 
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DISCUSSION 


Unfree Labour and Agrarian Change 

A Different View 

Tom Brass 


IN a recent article in the EPW about attached 
labour and agrarian change in Haiyana, 
S S Jodhaka (1994) attempts to refute an 
earlier argument made by me [Brass 1990] - 
that agricultural workers are being 
deproletarianised -by claiming that workers 
reject attachment which has itself changed 
and is now on the decline. Not the least of 
the many difficulties I have with his case 
is the extremely misleading way in which 
the differences between us are presented; 
many of the pixx:cs.s6s and changes occurring 
in Haryana referred toby him are also referred 
to by me, impressions to the contrary 
notwithstanding. ‘ In fact, with the exception 
of the theoretical framework and conclusions, 
much of what Jodhaka says about Haryana 
to a large degree coincides with the situation 
as I described it.^ The difference in inter¬ 
pretation which exists is in my view due to 
his confusion about the nature of unfree 
labour, as a consequence of which Jodhaka 
underestimates both its role in the class 
struggle and more generally the importunce 
of the latter for the structure of agrarian 
transformation.^ This emerges particularly 
with regard to the way in which he 
characterises labour attachment, and the 
connection between on the one hand the 
element of conflict that clearly pervades the 
villages he studied, and on the other pheno¬ 
mena such, as workforce recomposition, 
restructuring and deproletarianisution. 

C)n the question of deproletarianisation, 
and the way in which rural labour is con¬ 
stituted relationally as fiee or unfree in the 
course of the agrarian class struggle, Jodhaka 
holds what I would regard as an optimistic 
(and premature) view about the decline of 
unfree relations between farmers and 
agricultural labourers. Ironically, much of 
the evidence which Jodhaka himself 
provides about the process and structure of 
agrarian transformation undermines the 
claims he makes about llie non-existence of 
deproletarianisation. To begin willi. it is 
evident that for Jodhaka the concept 
'attached labour’ refers only to permanent 
workers, whereas in Haryana unfreedom 
encompasses permanent, casual and migrant 
labourers. So not only is the incidence of 
attachment (= unfreedom) per xe actually 
muchmore widespread tlian Jodhaka implies, 
but the shift from permanent to casual and/ 
or migrant labour also corresponds to a 
process of workforce recomposition 
amounting U) deproletarianisation. 


Initially dismissive of characterising 
(permanently) attached labour as coercive 
or unfree (and by implication a form of 
deproletarianisation), in his thesis Jodhaka 
(1990: 268) maintains that to categorise 
attachment as a form of debt Ixindage is too 
'simplistic*. Although in the EPW article 
Jodhaka provides no definition of what 
precisely in his view constitutes unfreedom, 
in his thesis he categorises the xiri as bonded 
due to intergenerational inheritance of debt 
(1990:69), and identifies the receipt of ca.sh 
wages by contemporary attached labourers 
together with their ability both to ‘change 
masters’ annually (1990:272) and to assert 
themselves (1990:320,324) as evidence tliat 
they arc not bonded. This suggests that for 
Jodhaka unfree relations ai-e signalled by, 
among otlier things, the presence of inherited 
debt and the absence of .self-assertivcncss, 
cash wages and an ability to 'change 
masters’.^ 

vSeemingly in agreement with my view 
that attachment does not correspond to a 
form of subsistence guarantee, Jodhaka 
(1994: A-103) then claims that it is much 
rather a labour mortgage system the object 
of which is to secure interest free credit. Tliis 
is a curious and contradictory argument, for 
two reasons. First, it could be argued that 
conceptualising debt bondage as a system 
of mortgaging labour (or offering labour- 
power to lenders of last resort in exchange 
for a loan) is to depict it as a form of 
subsistence guarantee, which suggests that 
his view on this issue is no different, which 
suggests that his view on this issue is no 
different fnnn tliosc I criticised! And second, 
it transpires that ‘inierest-freccrcdit’ refers 
to the annual wage, which is not what worker 
borrows but ilic payment to which he is 
entitled; as Jodhaka (1990:265-66) himself 
indicates, for anything in excess of the annual 
wage an attached labourer has to pay interest. 

A form of class composition/recom|X)si- 
tion which accompanies the struggle between 
capital and labour, deproletarianisation refers 
to a priKCSK of workforce restructuring that 
involves intr:Klucing orreinUxKlucing unfree 
relations, either by replacing fmc workers 
with unfree equivalents or by converting the 
former into the latter. The assertion by 
Jixihaka to the contrary notwithstanding, it 
is clear that at keasi two forms of workforce 
recomposition currently being undertaken 
by agrarian capitalists in Haryana, whereby 
migrants are employed instead of locals and 


casuals insteadof permanent workers, both 
correspond to deproletarianisation, in his 
thesis but not in his article, therefore. Jixlhaka 
(1990: 112, 131) informs us not only that 
large landholders employed mi grant workers 
from Uttar Pradesh and Bihar, and that such 
migrants amounted to some 25 per cent of 
the workforce, but also that local workers 
were hostile towards migrants whom they 
accused of undermining their bargaining 
power, all of which suggests that a process 
of workforce recomposition based on depro¬ 
letarianisation was indeed taking place. 

Much the same is true of the extension 
of unfreedom from permanent to casual 
labour, which corresponds to a shift in the 
immobilising function of debt from a 
continuous and intergenerational basis to a 
more period- and context-specific basis. The 
operationalisation of debt bondage is as a 
result confined the montlis of peak demand 
in the agricultural cycle, when sellers of 
labout-jjower would otherwise command 
high prices for their commodity. Wheieas 
the ‘traditional’ form of Ixinded labour, or 
permanent attachment, may be unprofitable 
from the viewpoint of employers in that it 
requires payment for time when labour-power 
is not engaged in prcKluclive activity, the 
mcxicrn form ol (seasonal) attachment of 
casual workers is not. 

Tile decline of attached labour and the 
corresponding non-exi.stcnce of depro- 
Jctariuni.sacion in Haryana agriculture is 
attributed by Jodhaka to a number of 
interrelated causes.' First, wtirkcrs tbem- 
.sclves dislike attachment, which they avoid 
or escape, as evidenced by their growing 
.self-assertiveness/' Second, the authority 
traditionally exercised by landholders over 
labourers has been emded by changes in the 
local/iegional power structure. And third, as 
a result of capitalist development the rural 
landless now have the possibility of 
altemativecmploymentopportunitiesoutside 
the village. Let us examine each of tliese 
claims in turn. 

Regarding the dislike of atluchmcnton tiic 
part of rural labour, here loi>, it is the case 
that instances of this arc extensively 
dix;uiTicntcd by me [Brass 1990: 37, 45ff|. 
However, the conclusion I draw from these 
examples is once again very different from 
that arrived at by Jodhaka, for whom the 
dislike of attachment constitutes evidence 
of worker empowerment (or ‘sclf-asscr- 
liveness'), to which is attributed in turn a 
decline in the effectiveness and incidence 
of urtachmenl itself. For me. by contrast, 
dislike of unfree I'clutions does m>t of itself 
mean that labourers arc able to walk out of 
these situations, much rather the opposite. 

In part the problem faced by Jodhaka is 
(hat, despite claiming initially that labourers 
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were not subject to physical coercion 
(1990.261 ), his Uicsis - and the article based 
on this - conuinN much evidence ti> the 
contrary that is. ol‘ physical attacks by 
employers on then (permanently) Httaclicci 
worker'- (Jodhaka 1990:270-71. 320: 
1994. A-105) AIiIkiu^ h J^Hlhuka has clearly 
had to change lus mind on the i.ssuc, insofar 
as he now accepts that attached labour is 
indeed unfrec and coercive, the latter is 
linked not to the rcprinluction of attachment 
but much rutherits dissolution. Accordingly, 
for Jodhaka coercion generates not only 
(and uneontrovei'sially) a dislike td* 
attachment and a desire to escape fn>m this 
but also - and more controversially - a 
capacity toeffcct this. In support of the lattei 
claim he pidnts to the ability ol workers ui 
'change masters’ and io the presence of 
urban employment. 

Tlic claim that self-as.scrtivcness per \e 
constitutes evidence for the exercise of 
Ireedom of choice on the piut idthe laht curing 
subject, and is thus an indicator of a decline 
in worker dependency, is pi oble malic Since 
according to Jodhaka (1990 70) there was 
in Haryana conflict between unfrec 
agriculliiral labour and creditor-employers 
i'vcrthc ’l>cgai system even in the c«>loniaI 
peruKi, the current ability of workers to 
engage in struggle cannot by itself be 
regarded as evidence lor the trend towaids 
labour and the con,sec|uenl undenn ining 
of bondage. If anything, such self- 
assertiveness can trigger an uuensijication 
in the role of the debt mechanism as u form 
of contrtd. in that creditoi-employers may 
threaten to cull m outsiuiKlmg debts ^ 

On the issue of changing masters' as an 
indicator of the free or untree nature ot 
agrarian rcluiions, Jodhaka piesenis us with 
Ci»nliadictory views." In cases where 
telutions between employer and labourer 
give rise io conHict. he observes (A-105). 
permanent workers are able to change 
employers. This he regards as one o\' the 
‘ct>untertendencies’ [Jodhaka 1994:A-105j. 
or a pi^sitivc sign that the incidence ot 
unfreedom is declining ' In the same 
ai licle. In^wcvci. he accepts that changing 
masters’ transfers but does n<it eliminate 
attachment; in »>lhei vvoids, what we have 
here IS yet mi>re evidence lor the existence 
of dcprolctarianisalion. 

Tile ability to escape utiuchmcni is 
atti'ibuted by l(Hlhaka to the presence ot 
alternative employment opportunities 
generated by capitalist development. The 
argument about capitalist development 
resulting in alternative employment 
opportunities is also one considered by me. 
and mdeed 1 point out that bikk kilns 
constiluted one such simicc ol non- 
agriLuitunil work. Howevci, it is iinpiMlani 
to distinguish the availahtlirv i>f non-farm 
jobs tiom a capacity i>n the part i)l indebted 
workers to lake the.se up. and it is on this 


point that Jodhaka and I disagree. 
Accordingly, any and all claims ahimt 
freedom of choice and ficcdom of movement 
must be qualified by the fuel that during the 
pcruHl of peak sea.sonal tiemand a worker 
who v»wes money to a farmer would m»l be 
permitted tosell his labour-piiwercl-sewhere 
unle.ss II was no longer required by the 
creditor-employer (what Thorncr rcfciTed \o 
us a 'beck-und-cuir relationship). 

Although tanners in Haryana might 
accept - and even encourage - their labour¬ 
ers seeking ulicriuitivc employment during 
the off-peak .sea.son (when there is no work 
loi them) as a cosl-culUng exercise, they 
nevertheless sinnigly resist attempts to extend 
this freedom into the t>cak ugricuUurul season 
itself [Brass 1990;49| Hence, while increased 
market opportunities might indeed he present, 
not only in the l<a m i>f IKHP loans but alst^ 
in the loim ot employment on local 
construction sites, it ilocs not tollow that 
agricultural laboui will be permitted to .ivail 
itself ol them, much rather the opposite, 
since - as willi Ihc ease of assertiveness - 
this is precisely the situation in which resort 
to the debt mechanism as a method ot laboui 
disciplinc/control is inlcnsiticd. 

Notes 

1 Tile cxicni ol this overlap is evideiu lor 
example tromilie lad (iuil evtMi the subheading 
u.sed by Jinlhaka (1‘)‘)4:A-I0^) lor .Section Ml 
ot his article ( Attached Labour in Haryana 
lli.stoncal ('oniexiM repriKluces verbatim a 
.subheading ( Attached UiNmi in Haiyaiia 
Tlie I lisfoni at (ontcxC) in the eailier text by 
me (Bntss l')«>0:42j 

2 I'or example, huthaka (10‘J4'A-I05. A-IMb) 
indicates that tlie wilnes.s .sysiein operaliiig in 
Haryana dimng the l‘)7()s. a.s destnbed by 
Bhalla( l‘>7b),hadby ihelaie P)8l)s undergone 
a tundamenial change: Irom one in winch 
witnes.se.s weie persons ol power and authority 
to one in which they came I rom the same (itsie 
a.silielal>oijrer. aiian.stoniuitionlhat accoidiiig 
lo Jodhaka “teriecicd an erosion in the 
aulhonty of (i adit ion.dly dominani .scctiiuis". 
What he omit.'- lo mention, however is mx 
only (hat the verv’ same sin 11 i.s inxed by me 
[Br4i.s,s S4. 6^ rune 60), hut also that I 
draw a very dilloreni eoneluMon aboul its 
signilicance. laiher than a torm ot worker 
empi>wermeiil. which is whai Jodhaka 
perceives it as being. I interpret this as a change 
in the stnuMiire ot aulhonty and not ics ihe 
elimination ol auttionty pel ve tn tmlei lo 
reiain (heiraccess U) (odder lesoiirces controlled 
by landholders. Iheielore. uuirkers who 
pos.sexsed live.sioek exerci.seil on beJwll ot 
empU»yers an indued (but nune elledive) 
method ol debt entorcemeirt over non- 
live.siock-owning workers, a lonn of pi^wei 
opc'iaiionah.sed Irom within Ihe kinship/ca.sie 
domain. Sfiuilarly. no di.saga'ement exi.si.s 
regarding the iKcurreiice ol cinuiges in the 
nature ol attachment, .since this i.s precisely 
what I mysoir originally argued. In ius 
conclusion, however. hKlhuka (1994-A-106) 
I ib-verv'es lliat ‘the indehiediuws and consa|uen( 
compulsion lo continue woikjng a> atiached 


Uihoitrer doe.s imply (hat them 4ire eleinent^i of ^ 
dependency and untreedom tn the relatloiislup. 
This. l¥»wevei. should not leadtothec<niclu.s«on 
that nothing tia.s changed as far .cs dependency 
relatums nre concerned." Again, the inlerence 
here i.s ihiit tht‘ taller position iv one lield by 
me. wheri'iLv iht* opf>o.siie is true At im poini 
have 1 matniaiiii d that no change occurred 
in dependency relalions; much rather the 
ci>niraiy. .miicc I argue iliat in Haryana Ihe 
.structure ot debt and bondage lues .stiifled fiom 
pertiuneni lo casual workers. 

'Hus undeie.silmalion of clas.s struggle i.s 
evident, lor example, trom the way in whicli 
the intriHludion into Haryana agriculture ot 
(ireeii Revolution lechnology is interpreted. 
Since mechanisation cnaMed laige farmers to 
resume land tor direct cultivation instead of 
leasing it out to small letiaiii.s. Jodliaka argue.<<- 
Ihat Ihe lelaiions of priKluclioii were cliaiiged 
by t radon .sail on (1990; 182ft; 1994 A-IO^; 
As he argues lhai ii was iIk* availabiliu ol 
cheap credit tiom Ihe banks that (KTimiied 
iracionsaiioii, the chain ot deieiminaiion then 
becomes: cicdil Iraclon.'ialioii lamiei/ 
icnani vonllict ^ disphuemcni ol the saihi' 
by ihc naiikar'. Ibi.^ is pioblemaiic since il 
at l( icates caasal pn i luicy si mply i o i nictoi i sat ion 
or credit provi.Moii. instead ol .csking vvhai led 
to this 111 Ilk* fiisi (dace, in .short, deicimin.iliou 
IS ailnhuied lo the lorces ol pioducfion 
1 tradon.salion. ciedili rattier Ihan lo ihe s<»cial 
relaliiiiis piudiKlion A moie -alislacioiy 
way of iheonsuie lliis iraiislmmaiion would 
be to plate the ad ot iiadonsalion Ksell in 
the t>ngoing and much widei tonlexi ol class 
.struggle belwis II v.ii'H I nut labour Iheioby 
.siiuaiing Ihe I'lemeiii o| Ui' munalion once 
again at Ihe level of social r l iikuis. 

4 A number of obscrvalu>ns can l\ made about 
iwo of these (>oinls f-usi .ilihough fodtiaka 
identifies iiiieigeneralioiial inheritance of 
debt ;ls a characiensiic ot bondage and then 
denies (1994 A iO'^) its vurreni applicability 
to attached labour he provides no intormadoii 
in support ol lus conieniion that uiipiud debt 
plus accompanying labour-serv ice i.s ntilonger 
piLs.sed t rom tathcr it» siirviviug kinsfolk on thi 
dcalli. phv.sical impaiimeni. or old age ol Ihc 
foniicr: pat e lodhaka, the inheniancc/transfei 
ot debt ohijgation.s i.s indeed .t pheiiomeiioii 
currently encounleicd in Haivaii.i And .second, 
on Ihe que.sijoi) ol wages it den*.'* not li>llow 
th.ii It payment i.s in casli thi.s makes ii any 
more easy to cle;ii det>ts The latter proi.ess 
IS deienmned not by the wage loim pei sc 
bui rather by its purchasing power, oi reiil 
wage levels. In this connection. Jodhaka 
(199(1:261) maintains that loaiLs by lamicTS 
to labourers did not result in lower wage rates, 
implying thai indehiednessdnt not necessarily 
lead incre.csed exploitation ^ind surplu.s 
ex I rad ton. Yet. eisewlk‘ie he ml onus us ili;H 
atlaclied labouters noi only legarded crediior- 
employeis as exploiieis* (1990:270: 1994: 
At OS) hut al.so worked harder, lor longei 
hours. .Hid on a yearly Ncsis earned Ic.ss money 
than the ie.s.s indebted ca.sual workers (1990: 
269. 27^). all ol which sugge.sis ihal a highei 
incidence ot surtilus extraction premised on 
a more inten.sv work schedule was mdevd 
linked lo debt In .such cm'utasiances. it is not 
nece.s.sar> lor a tanud to pay lower wage>. 
only to ensurt* that his attached labourers work 
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longer tban other cmegoiie^*; of lahourreceiving 
the.'vame wage rates, using the debt mechanism 
to secua^ compliance. 

5 As in the case ot iiilergcnerational debt 
transfers, Jodhaka pt\s.ses,ses no proot that 
(permanently) attached labour is actually 
declining: in his own words (1994:A-I()6). 
"|l|hough no i|uantitative evidence could be 
gaihcreil (concerning the decline of attached 
labiiur), the impressions and opinions expres,sed 
hy laniicrs and lahourei respondents coiU'inue(( 
it”. What precisely rc,spondciils coniinned. 
and why. remains a nuilter for conjecture. It 
has long hetMi recogm.sed ihai optimi.stic 
pnigno.'ie.'i by inieresicd parties (particularly 
employers) should always he treated with 
extreme caution, not to .say .scepticism, 
(’ertainiy it i.s the case that, toilowing the l*>76 
Bonded Lah^iur (Abolition) An. tarmens in 
India have become more aware of the debate 
about (he legality of attachment through debt, 
and are con.se(|uen1ly wary of any eiuiuiry 
about ihis Kssue. lyunng my own re.search in 
l^unjah and Kaiyana, tanners who employed 
attached labourers were (.{iiick to point out - 
unprompted hy me ~ that such rclation.s. 
which they dc>ciilK»d in idealised leiias. were 
not bonded lahoiii 

6 It should he noted (luit .lodhak.i pre.seiit.s 
contradictory,statement'* ahoui tUe desirability 
ol (he attached laboiii lelaiion Irom thv' 
^ icwpoini ol itssubieci Ha\ ing noted workers’ 
dislike of attachment, he also Mates (hat 
IJodhaka l')04:A-lt)?|- "Inlow most of them 
|the wt>ikers| preferred working as iiaukars' 
1- attached labour!'. 

7 .lodhaka himself provides confirmation of this 
very proce.ss: during panrlw\at elections, 
large landholders compelled indebted 
casual and attached winkers ti> vote lor 
candidates lavouied hy Ihcir employers 
precisely hv means of threats to demand debt 
repayment (l')90 lOH. 2^)4. 324). fhis 
example, releried to by .lodhaka in his thivsis 
bur noi in ihe ariicle sit.s rather awkwardly 
withclaimsabout theunproblematically.self- 
assenive character of rural labour in Haiyana 
and a corresponding crosmii in the power ol 
landholders 

X (hat .lodhaka i.'* unclear about Ihe extent to 
which a capacity to change masters’ is 
tiidicaiive of unfreedom i?meiges from his 
the.sis. wfiea* \ve are informed (1990:^0) that 
in the Mugfial era an indehted slave phiiiglmian 
was able ea.sil\ 'toehange masterhy borrowing 
from a new nia.s(ei in iii(k‘i to liquidate his 
ohligatuMi to the old’ Hence Ihe ability to 
change masters i>n an anneal basis whuh in 
onehisloncal period is regarded a.s compatible 
withlliepiesenceol imirec labour, i.s m another 
cited as evidence lor the iu»n-existonce tif 
Kmdage’ With regard to the single cnle(h>ii 
of changing mastei'-’ an indicator of the 
Iree/uiifree distinction, iheieloie. eithei both 
the Mughal indebted sla\ e ploughman and the 
contemporary attached lahiiurer must be 
categorised as free* workers or (a^ I would 
argue) both am unfa*e. 

) 'Hits of course is in keeping with the view 
ihai 'changing maslcrs’ i'- really a lorm ol 
tree labour. Hence (he observation (.lodhaka 
1990:275) that: ‘ 'Hk* fact that the labourers 
could easily shitt from one laimer to anoKicr 
aflercompleltoii of the year and llk‘y aduaJly 
did so. make.s idl (liedittereiue. Hie clioice 


of the farmer lay with Ihe laKmrer... The 
fixed annual di'^h wages made it uiucli easier 
for flic annual wages to be tran.slated into 
monthly wages and the account could he 
cleared. .Such an environment created a 
market type situation where the labourer 
could cxeh some degree ol choice." 
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Introduction 

THE purpose of this note is a rather limited 
one which is to present a broad picture of 
the world economic structure and bring out 
the important changes that have occurred 
therein in the past three decades or so. A 
few years ago, a comprehensive study by 
K N Raj (1987) analysed the structural 
changes that had swept the world economy 
for about three decades after the second 
world war and also examined the causes 
and consequences of those changes, 
including their policy implications for the 
world economic development. The major 
themes advanced by Raj were: the 
emergence of the US as a leading world 
industrial power during tlie inter-war years, 
with the erosion in the competitive power 
of British manuf actures in the world market 
which had already set in before the first 
world war and the war devastations and 
debts faced by the European countries 
serving as proximate contra indications; 
the subsequent increase since 1950 through 
1980 in the relative share of Europe in 
the total output of developed market 
economies; the closer integration of the 
market economics of Europe and the 
phenomenal expansion in trade within 
Europe which was obvitjusly at the expense 
of trade with both developed and develop¬ 
ing countries outside Europe; and the 
emergence of a general trend for the 
developed economies to trade amongst 
themselves. This note seeks to study the 
trends in these respects with the latest data 
up to the early 1990 k. 

Dcua Sources: 

Because of the significant divergences 
in country groupings and classifications, 
as also in coverage of data, by different 
international and multilateral organisations, 
it is extremely difficult to present a 
consistent set of statistics on all important 
characteristics for meaningful inter-country 
and inter-group comparisons. While the 
World Bank classifies the countries broadly 
as low-income, lower-middle income, 
upper-middle and high-income economics, 
the International Monetary Fund (IMF) 
does so into three broad categories, namely, 
industrial countries, developing countries 


and countries in transition, the last set 
representing the erstwhile centrally-planned 
economies in Europe and successor states 
of the former Soviet Union and Mongolia. 
The classification adopted by the Statistical 
Office of the United Nations divides the 
countries into four regions; developed 
market economy countries (27 in number); 
countries in eastern Europe (now numbering 
eight which include the former USSR as 
one); four socialist countries of Asia (China, 
Nortli Korea. Mongolia and Vietnam); 
and 158 developing countries and territories 
(i c, all others not specified above). Though 
a substantial portion of the statistical sets 
presented in this note pertains to the UN 
Statistical Office sources and hence adopts 
the classification contained in them, data 
have also been culled from other sources 
such as World Bank. IMF, and ADB 
publications, as also the Human Develop¬ 
ment Reports of the UNDP. A minor change 
in classification effected in this note relates 
to placing the socialist countries of Asia 
under the broad group of developing 
countries and territories with, however, 
separate data provided for them as a sub¬ 
group under this broad group. 

Aggregative classifications of tlic type 
indicated above are by themselves 
insufficient to provide an insight into the 
structural changes taking place in the world 
economy and hence a number of sub- 
classifications and even disaggregations 
by countries have been adopted (eg, the 
EEC or Japan amongst the developed 
market economies, or the east and south¬ 
east Asian countries amongst the 
developing countries). Secondly, the shares 
of countries and country groupings in 
different characteristics may have been 
considerably affected by cyclical 
phenomena (like recessions of the 1980s 
or years of recovery and prosperity) 
without suggesting any definitive trend. 
These have been taken cognisance of to the 
extent necessary and possible. Thirdly, this 
paper reviews the evolving world economic 
structure as represented by the changes in 
major macro-economic indicators such as 
gross domestic prcxluct (ODP) and its 
composition, energy production and 
consumption, direction of trade, capital 
flows and flows through cross-border 
transactions of inCemationa] banking. While 
detailed data covering long periods have 


been restricted to these characteristics, 
some sporadic information available in 
respect of other phenomena which are 
relevant for the themes presented in the 
paper have also been culled from the 
relevant literature and presented here. 
Though some of the caveats necessary for 
the use of data have been highlighted in 
appri>priate places, it is advisable to refer 
to the original sources for details. 

n 

The Results 

Data in Table 1 are intended to present 
the current status of the world economic 
structure as at the end of 1991-92 in very 
broad terms based on a consi.stent data 
source. To characterise the picture with a 
broad brush, 27 developed market 
economies, which occupied 24.3 per cent 
of the world land area and accounted for 
15.4 per cent of the world population in 
1991, produced, absorbed or appropriated 
(based on one’s own perspectives) 76.7 per 
cent of the world gross domestic product 
(GDP) in 1991, and 72.4 per cent of world 
exports in 1992, both measured in current 
US dollars. At the other end, 162 developing 
countries and territories (including China 
and other .scKialist countries of Asia) occupy 
58.2 per cent of the world area and 
accommodate 77 per cent of the world 
population but account for only 19 per cent 
of the global GDP and 25.1 per cent of 
world exports. Sandwiched between these 
two categories are the countries in eastern 
Eurofie (including the entire part of the 
former USSR), which account for 17.5 per 
cent of the land area and only 7.6 per cent 
of the total population, enjoy 4.3 per cent 
of the world GDP and 2.5 per cent of world 
exports. 

Inequality among Nations: 

The world economic structure as 
represented here by the broad macro data 
depicts a picture of gross inequality in the 
disi^bution of economic power as between 
major economic groupings. Apart from the 
inequality among them, there is significanc 
disparity within the country groupings. In 
this respect, however, of die three major 
groupings, thedevclopedmailcet economies 
as well as the east European countries enjoy 
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thfit ODPfi|:iire« ai« ificumDi doJl«rft«nd 
at cairenf prlceft. Instead, the Untied 
Nations* WotU Economic Survey tor\99i 
baa published comparable GDP figures for 
all country groupings in real terms* that is. 
based on 19HH prices and at 1988 exchange 
rates* which are rejn'oduced in Table 2 
here. As per these data for real ODP in 
1988 dollars* the share of developed mailcet 
economies rose from 72.6 per cent in 1982 
to 74.4 per cent in 1992. There was a 
similar rise in the share of developing 
countries as a group from 16 per cent to 
17.8 per cent during the period. Two 
significant features of these changes in the 
distribution of world ODP are: first, 
increases in the shares of boUi the developed 

Tabl e 4: CoMi’ARisoN OP Exchanoe-Rate-Based 
Weights and PPP-Based Wbiowts* 

(In per cent f)t woild GDP) 

Exchange- PPP-Based 
Rate- Weights 

Based (For 

Weights 1990) 

(Moving 
Avenge 
for 1987-89) 


Wofld 

100.00 

100.00 

Industnal couotnes 

73.21 

54.44 

Major iDdUfltrial 



couatnes 

63.06 

46.86 

United Stales 

26.07 

22.47 

Japan 

14.61 

7.63 

Geimany* 

6.23 

4.26 

France 

4.99 

3.50 

Italy 

4.38 

3.39 

United Kingdom 

4.19 

3.45 

Canada 

2.58 

2.16 

Other mdusuial 



count nes 

10.15 

7.58 

Memorandum 



European Community 

24.81 

18.51 

Developing counines 

17.71 

34 48 

B/region 



Atnca 

1.72 

4.05 

Asia 

7.29 

17.67 

Middle East and Europe 4.28 

4.46 

Western heimsphere 

4.42 

8.21 

Memorandum 



Four newly industnaliaing 


Asian economies (N1 Er)2.00 

2.39 

By analytical group 



Fhel exporters 

5.26 

8.04 

Non-fud expotiers 

12.45 

26.35 

Net creditors 

3.33 

2.39 

Net debtar.s 

14.38 

31.99 

Oxintfies in transition 

9.07 

11.18 

Former Soviet Union# 

7.53 

8.31 

Centnl Europe 

1.53 

2.85 


Mttrs: ** Exchattge-rate-based weights are for 
Germany only; PPP-based 
Wii|hia are for unified Germany; 
dBachaage rale-bused weighia are 
dWujvedlrdwn estimates of approxj- 
nhile PPP exchange rates. 

Source: IMP. WotM Etotwmc Outlook, May 
1993, p 117. 


as well as developing coemries baVe 
occurred at the cost of economies in 
transidon whose share in ODP has dwindled 
from 11.4 percent in 1982 to 7.8 percent 
in 1992: both the sets of economies in 
transition* namely* eastern Europe and 
former Soviet Union, havesufferedabsohite 
declines in output; and secondly* amongst 
the developing country groupings* the only 
group of countries to show arise in its share 
in world GDP has been south and east Asia 
including China. Significantly* the 1.8 
percentage points rise in the share of 
developing countries is accompanied by 
1.6percentage points expansion in the share 
of south and east Asia (excluding China) 
and a 1.3 percentage points rise in the share 
.of China (though to an extent it is due to 
the use of the net material product system 
until 1988). 

Amongst the developed market 
economies, the 19H()s saw relative 
stagnation in the shares of the US (a little 
less than 25 per cent) and the European 


ComUkutiity (a thite motadiaii ^9 phreeut) 
in the worM*s real ODP; it ts the share of 
lapan in world ODP that has experieocetf 
a further rise from 14.3 per cent in 1982 
to 16.3 per cent in 1992. Tlmse proportions, 
as presented in Tabic 2* are in terms of 
constant 1988 dollars and at 1988 prices. 
On the other hand* if we consider the data 
in current dollars and current prices as 
shown in Table 1. EEC had a share of 28 
per cent in world ODP ($ 6*264.6 billion) 
in 1991 as against the US’s 25.1 per cent 
(or S 5,610.8 billion). Also, the EEC's 
share in world ODP in cunrent dollar terms 
shows a remarkable recovery from 25.8 per 
cent in 1980 to 28 per cent in 1991. 
Including other Euro|>ean countries, the 
continent's share went up from 29.8 per 
cent to 31.9 per cent. 

Comparing the shares of individual 
countries in world ODP in cuirent dollars 
(Table 1), it is found that the distknees in 
relative positions as between the lop three 
countries of the world are indeed size- 


Tablb 5: GNP Per Capita in Corrent US Dollar and Real GDP Per Capita in PPP Dolij^r.^ 

_ 1987 _ 1990 1991 Per Cent Vanation 


(1987-91) 


Economic Grouping/ 

GNP 

Real ODP 

GNP 

Real GDP 

GNP 

Real GDP 

GNP Real GDP 

Country 

Per 

Pter 

Per 

Per 

Per 

Per 

Per 

Pter 


Capita 

Capita 

Capita 

Capita 

Capita 

Capita 

Capita 

Capita 


(US$) 

(PPP$) 

(US$) 

(PPP$) 

(US$) 

(PPPS) 

(USS) 

(PPPS) 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(5/1) 

(6/2) 

World 

3100 

4110 

4010 

4890 

4160 

5490 

34.2 

33.6 

Industnal counines 

10760 

14260 

14580 

14440 

14920 

14860 

38.7 

4.2 

r.anada 

15160 

16380 

20380 

19232 

20510 

19320 

35 3 

17.9 

United Stales 

18530 

17620 

21810 

21449 

22340 

22130 

20.6 

25 6 

EEC' 

France 

12790 

13960 

17220 

19590 

15710 

17405 

17650 

20460 

16760 

18430 

60.0 

32.0 

Germany 

14400 

14730 

22360 

18213 

20510 

19770 

42.4 

34.2 

Italy 

10350 

10680 

16880 

15890 

18580 

17040 

79.5 

59.6 

United Kingdom 

10420 

12270 

16080 

15804 

16600 

16340 

59.3 

33.2 

Asia 

Japan 

15760 

13140 

25840 

17616 

26840 

19390 

70.3 

47.6 

Oceania 

Australia 

11100 

11780 

165^ 

16051 

17120 

16680 

54.2 

41.6 

New Zealand 

7750 

10540 

12570 

13481 

12360 

13970 

59.5 

32.5 

Developing countnes 
and temtones 650 

1970 

810 

2170 

880 

2730 

35.4 

38.6 

ASEAN 

Indonesia 

450 

1660 

560 

2181 

610 

2730 

35.6 

64.5 

Malaysia 

1810 

3SS0 

233Q 

6140 

2520 

7400 

39.2 

92.2 

Philippines 

590 

1880 

730 

2303 

740 

2440 

25.4 

29.8 

Singapore 

7940 

12790 

11200 

15880 

14140 

14734 

78.1 

15.2 

Thailand 

850 

2580 

1420 

3986 

1650 

5270 

94.1 

104.3 

Other south and S E Asia 
Kama, Rep ol 2690 

4830 

5450 

6733 

6350 

8320 

136.1 

72.3 

Hong Kong 

8070 

13910 

11700 

15595 

13580 

18520 

68.3 

33.1 

Sn Lanka 

400 

2050 

470 

2405 

SOO 

2650 

25.0 

29.3 

Bangladesh 

166 

880 

210 

872 

220 

1160 

37.5 

31.S 

India 

300 

1050 

360 

1072 

330 

1150 

10.0 

9.5 

Pakistan 

350 

1590 

400 

1862 

400 

1970 

14.3 

23,9 

Socialist countries of Asia 
duna 290 

2120 

370 

1990 

370 

2946 

27.6 

39.0 

(Countries lu 

eastern Euiope 

.. 

.. 

2670 

6100 

2520 

5670 




Source: Human Development Report, 1990.1993 and 1994 
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4ih(c: the liS 25.1 per eeiH. Japan 14.9 per 
cent Hiui rfcnnaiTV 7 per cent. Tiic next 
tlnec arc aic v*a>Ke ti» each i>rher: France 
5.3 per cent. Italy 5.1 per ccni aiul ihc UK 
4.5 per cent. 

' Kaj'.'i study had brought i)ut how the 
transformation of market economies <»f 
hurotK' with the continent iwertaking the 


US wa.s a distinct aspect of the |H>st-\var 
development: likewise the rapid growth of 
tapan (see Tahic In tlic 1 9K0 n. Iuiwc\ ci. 
it is Japan that usurped the dominant 
|HYsilion in acquiring ineremcnial GDP 
produced in the dcvclt>pcd market 
economics: its share in total wi^rld GDP 
went up from 13 5 per cent in I9S0 Ui IS | 


|H:r cent in I9K5 and further to 19.5 per 
cent in 1991 while the sharcN i>f aii other 
majorccorK>mic |x>wers. name iy. the LnilcO 
Slates, hurope (market econtunics; anu 
other .smaller developed market economies, 
have suffered a decline over the l9K0s. As 
a resulu Japan's per capiia tticorne at S 
2b.9S3 in 1991 (current dollars) has turned 


‘I \r.i I- r\hkti> PkoiM oik in I i<t\ 


Kt'gltMt t^lHlUCtlon ( tMlSUlllptlOII til 

(iconumic < mKiDiiig ot Pnrnary t <muuefciai Luergy 


('ouiitrv Of Aie;t 

Year 

Kneigv* 




FoIhI 

Pei Ceni 
ot 

World 

Total 

Pei fell 
ol 

World 

IVr 

Inhabit- 

lant 

World 

|07t) 

6999.0 

IIX).0 

6409,0 

tO(M) 

1701.0 


19X0 

9361.0 

KMM) 

X''?6 0 

MM).0 

1944.0 


1991 

11427 0 

OHIO 

l09CiO 0 

KMiO 

2011.0 

Developed tiurkei 

1970 

2994.0 

42 X 

4111 0 

64.1 

^2^0.0 

[x'oi)otn\ iiiuiitncs 

:9X0 

V^'OO 0 


49S^.O 

*^6.4 

^X43.0 


1991 

4410.0 

(X o 

0 

>44 

M4S.0 

iieceioning couiiint' 

197# 

2092 0 

29 9 

‘‘4^ 0 

x.< 

40X.I» 

.likt !eiTiiorii‘>^ 

I9X(; 

:x(rM» 

29 9 

i 101 0 


490.0 


1991 

^40X o 

29 K 

1X46 0 

1 6,X 

646 0 

(‘ounlrie^ m 

1970 

1*^X0 0 

22 6 

1420 0 

ss s 

4162.0 

ejLvieiii l.iiropi* 

19X0 

2'<X7 0 

2*^ ^ 

211^0 

24 1 

yiso 

r 

1991 

2490 0 

21 K 

2224 0 

20 ' 

>■^76 0 

Soiiah''! oHiiiinos 

1970 

^4^0 

4.x 

441.0 

^ 2 

47X,0 

in A.'iia 

19X11 

OTvt.O 

7.1 

(»n4 0 

0 9 

N74.0 


1991 

1112.0 

9.7 

104X 0 

9.S 

X46 0 

tfn,; ihatkrl . 

tittjiir' • 





1 ah.id.* 

197.- 

J'. »4 - ‘ 

2 0 

: X9 1 * 

2 9 

X"2X 0 


liXO 

2X‘<.(, 

^ 1 

:m 9 

4 0 

m.Mi.» 


1991 

4I'4 (» 


299 9 

2.7 

1|09S 0 

1'lined Siaie^ 

1970 

2097 0 

40 0 

2220 0 

44 6 

|0X2s (1 


19X0 

2MM 0 

22 ^ 

1 j 

27 7 

I06SO 0 


1991 

2M7.0 

20 4 

27‘^X 0 

2> 2 

10921 (1 

ill 

1970 

492.0 

7 0 

III2i) 

17 4 

29IX 0 


• 9Xo 

7is,0 

7 0 

1444 0 

16 ^ 

9.42 0 

' 

1991 

9M 0 

X 4 

\1<^ (t 

16 0 

42XX.O 

(M Miiaiis 

1970 

17^ 0 

2.S 

407.0 

4 X 

‘'•162 0 


19X0 

|7S.0 

1.9 

4X2.0 

4 4 

(» 2 l 2 .o 


1991 

2:'k0 

2.4 

>09 0 

4(‘ 

6 4"*^.0 

1 Ulied 

1970 

|Sl 0 

•> -* 

2 •^6-0 

4.^) 

4601,0 


19X0 

2X‘i0 

4.(» 

2X1 0 

4.2 

49X9.0 


1991 

299.0 

2 0 

409.0 

2 X 

^ 474.0 

Ja|nui 

1970 

52.0 

0.7 

4 4^ 0 

5.2 

4207.0 


19X0 

63.0 

0.7 

4455 0 

c 2 

4X96 0 


1991 

|0<i 0 

0.9 

S90 0 


47>4.t» 

Austndia 

1970 

S9,(] 

o.x 

6tl.O 

0.9 

4743.0 


19X0 

I 14 0 

1.2 

91,0 

1 0 

6222 0 


1991 

21X0 

i.9 

.y.o 

1 S 

7421 

New /eulaiid 

1970 

^.0 

0.1 

9 0 

0 i 

'24*^0 


19X0 

7.0 

0.1 

* 1.0 

0 1 

V'47 (/ 


1991 

(0.0 

o.j 

IK.O 

1X2 

S4(M 0 


KeVMHi PitntiKtXMi ('onsuiiiplKut o. 

U out III lie (if I Him lie ot I'liiiKir- t uinineieiaJ iaie’g.* 

(‘oiinirv' ur Ai»*a Liiergy* ____ 



Year 

focal 

Per ('em 
o( 

Wt»rld 

I'olal 

Per ( Vm 

Mi 

World 

‘ivr’ 

iiniar>} 

iam 

Devrlttfuni* nmnines iiiul leiiitoiir\ 

Amenta 1970 451,0 

6.4 


46 

HI 7.0 


19X0 

^ 57.0 

6.<1 

419.0 

4.x 

11660 


IWI 

7') Ml 

6 9 

Ml 0 

4 9 

I2(I^.U 

Alnea 

1970 

429.0 

?» 1 

44.0 


127.0 


|9X(> 

4X4.0 

^ 2 

liX.t- 

4 2 

zr.i* 


1991 

594 0 

5 2 

161 6 

, «. 

26(> 0 

Algena 

1970 

71.0 

l.(» 

•=.0 

0 1 

"6X.0 


19X0 

101.0 

I.t 


0.4 

1322.0 


1991 

1*^0 0 

1.4 

27.0 

0.2 

1044.0 

A''ia 

1970 

1 190.0 

170 

24X0 

3.7 

213.0 


19X0 

1744 (, 

IX 

''24.0 

6.0 

471 


1991 

2002 0 

17 < 

1097 0 

10 0 

60X.i> 

South and 

1970 

169 0 

2 4 

174.0 

27 

170.0 

S 1 Asia 

19X0 

441 0 

4 6 

460 0 

4 I 

2 x 2 (» 


1991 

642 0 

S 5 

7190 

6.6 

446.0 


India 1970 

6X 0 

11’ 

770 

i.2 

14<M) 

|9K0 

114 0 

1 2 

140 0 

i 6 

203.O 

|99i 

2‘'0.«j 

•* ■) 

2'M.O 


317.0 

Ko| 4M ke(' mI |97n 

lo.o 

0 1 

20.0 

0 4 

642.0 

19X0 

14.0 

0 1 

‘'2 0 

0 6 

1472.11 

1991 

41 0 

0.4 

1 4(M» 

1 2 

2976.0 

ASIAN l'»70 

■ 7 ^ 0 

1 1 

-14 0 

n.^ 

:n 0 

19X0 

1X6.0 

2 f‘ 

9X 0 

1 1 

472 0 

|99! 

29X 0 

2 6 

1X3 n 

1 

sxxo 

inttoiK'sia |970 

r.f 0 

If 9 

1 < 0 

.» 2 

! ! 1 0 

|9xn 

|420 

1 4 

9» 

6 ^ 


1991 

IXI 0 

1 6 

0** 0 

0 


WV.sl .\aa l9/0 

1022.0 

14.6 

64.0 

l.o 

f»94.|! 

19X0 

14‘>2.o 

149 

164 0 

1 9 

|4()XC 

1991 

|4^(, I) 

1 1 9 

''74 M 

4 4 

2104 0 

Sotialisi eounine.s 0 ! Asia 





(tuna 1970 

404.0 

4 4 

214X0 

4.^ 

4^40 

19X0 

612 0 

6.S 

S 16 0 

6.2 

ssx.O 

1991 

10140 

X 9 

94 4 0 

X 

XI 1.0 

f'Miiiitne> 111 I’asiem l'Uit>|v 





* 'SSK dm men 1970 

I20K 0 

17 < 

1000 0 

IM. 

4247.0 

19X0 

19 46.0 

20 7 

;S22.u 

17.4 

.>X99.0 

19')| 

22IX 0 

19 4 

1X67 0 

17 

6597 0 
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41UC U) be the highcs^i umongKt mujor 
economic powers and has surpuKsed that 
ol the US by over 20 per cent or the 
Huropcun average by 37 per cent in 1991 
(Table 1). 

UntenahiHty of PPP Companions: 

Incidentally, the Intemarional Com¬ 
parison Project (ICP), which is coH)rclinated 
by the UN and supportcil and supplemented 
by the Wt)rld Bank and the IMF .staff 


e.stimutcs f<ir the countries not covered by 
the IGF. aitcmpis to convert tlic countricK* 
GDP values from the current US dollar 
estimation based on official or market 
exchange rates to purcha.sing power purity 
(PPP) values, and on this basi.s, the shares 
of world GDP i>htained by the industhaii.sed 
countries have been slashed fn>m 73.21 per 
cent l4> 54.44 per cent and. correspondingly, 
th(vse of the developing countries have 
lH;en nearly doubled from 17,71 percent 
to 34.3K per cent (sue Table 4). The PPP 


method (epds to push up th^ per capita 
incomes of deveioping countries rather 
phenomenally from an average of $ 8K0 
as per the exchange-rate based C DP to that 
of $ 2.730 as per PPP’for 1991. China's 
per capita income improves from S 370 to 
S 2,946 and that of India from % 330 to 
S 1,150 (Table 5). 

Multilateral agencies claim ccmsidcrable 
superiority for the PPP-basuil GDP over 
that based on exchange rates for individual 
countrie.s on the ground that the fi^rmer 


T.-\bi I- 7: Gkoss Domusth' l^^onnrr ijy Tyi'H I^XfBNonPkh ano b> Kindob lU onomk Aciiviiy 


Fixpciuhture on CiDF* __ _ GDP hy Kind tif h!conomic Activity 


Econmnie Grouping, 


Ciovt 

PriviUe 

Giro.s.s [ixport.s 

Ia*s.s Agneuh 

liuiustnal Activity Gonstr- .Services 

Region, (^ounlry 

Year 'I'olal 

h'liial 

FiiiaJ 

r)oii|ostic 

linpoils lure 

'fotal Manutac- uclion 

Of Area 


Gonsu- 

Gon.-^u- 

lnve.si. - 


lunng 





mption h'x- 
pendiiure 

mption l{x- 
pc'iiditurc 

meiit 

ot giH)ds 

and services 






Deveitjped market 

1060 

100.0 

14.5 

646 

20.6 

12.1 

n 0 

10 4 

33.7 

28.4 

5.5 

50.4 

ecommw countno.s 

1065 

l(K).0 

14.7 

63,0 

22.1 

12.2 

11 0 

0.1 

33.8 

28.7 

6.1 

50 0 


I‘>70 

1(H).() 

16.0 

61.0 

22.8 

14.0 

13 8 

66 

30 8 

25 0 

6 1 

56.5 


1975 

100.0 

16.8 

60.5 

22.0 

18.7 

17 0 

6.5 

30.1 

23.4 

6.5 

57.0 


1080 

100.0 

16.6 

60.1 

23.1 

21.0 

21 6 

5.5 

30.7 

22.1 

6.6 

57.2 


1001 

100.0 

16.5 

61.2 

21.8 

20.3 

20 3 

3 0 

26.3 

21.7 

6 3 

63 4 

United States 

1060 

lOO.O 

17.2 

6*^.4 

18.7 

5.0 

4.3 

4.0 

34.1 

20 0 

4.7 

57.2 


1970 

lOO.O 

10.0 

63.0 

18.0 

6 0 

5.0 

3 0 

20.0 

25 0 

5.0 

62.0 


1080 

lOO.t) 

18.0 

64.0 

10.0 

10.0 

11.0 

3 0 

28.0 

22.0 

5.0 

63 0 


loot 

100,0 

18,0 

67.0 

15.0 

11.0 

11 0 

2 0 

23.0 

18.0 

4.0 

72 0 

i:h(' 

1060 

1(K).0 

n.o 

62.7 

22 7 

10.8 

10 1 

87 

40 *; 

35.3 

6 0 

43 5 


1070 

100.0 

1V4 

58,6 

25 5 

22.5 

22.0 

5.0 

.34.1 

20 1 

7.3 

53.6 


19X0 

100.0 

10.1 

50.S 

22.3 

28 1 

20.0 

3.5 

30.7 

24 1 

6.7 

50.1 


1001 

100.0 

18.=^ 

‘'9.4 

20.4 

30,3 

28.4 

2.7 

27.2 

23 4 

6.2 

64 0 

(ieniuuiy 

1070 

100.0 

Ifi.O 

55.0 

28.0 

21.0 

10.0 

3.0 

42.0 

38 0 

8 0 

48 0 


1080 

KKJ.O 

20.0 

57 0 

24 0 

26.0 

27 0 

2.0 

36.0 

33.0 

7 0 

56 0 


1001 

100.0 

20 0 

57.0 

23.0 

33.0 

34.0 






United Kingdom 

1970 

100.0 

18 0 

62.0 

20 0 

23.0 

22 0 

2.0 

33.0 

20 0 

6.0 

60 0 


1980 

100.0 

21.0 

60.0 

17 0 

28.0 

25.0 

2.0 

n.o 

20 0 

6.0 

61.0 


1001 

I0().0 

21 0 

64.0 

16 0 

24 0 

25 0 

2.0 

25.0 

10.0 

6.0 

67.0 

Japan 

1060 

100.0 

7.0 

58.7 

32.0 

10.8 

10.3 

13.1 

.19.9 

35 1 

62 

40 0 


1070 

100.0 

7.4 

52.3 

30 0 

10.8 

0 5 

6 1 

30.0 

36.0 

77 

47 5 


1080 

100.0 

0.8 

58.8 

32.2 

1,3.7 

146 

3.7 

32.5 

20.2 

0.4 

54.4 


1001 

100.0 

0.2 

56.6 

^2 4 

10,4 

8.5 

2.2 

30.5 

27.6 

0.4 

58.0 

Developing countne.s 

1060 

100.0 

10.5 

7GI 

17.7 

15.8 

17.0 

31.6 

20.0 

15.6 

4.7 

42.8 

and leiTiiories 

1065 

1(K)0 

11.0 

71..^ 

18.5 

15.5 

16 3 

28.4 

23.3 

16 0 

4.8 

43 5 


1070 

100 0 

12.0 

60.1 

20.6 

20.0 

22.6 

27.0 

24.4 

14.6 

5.2 

42 5 


107S 

KMJO 

12.5 

60.2 

24.1 

30.1 

26 0 

22.1 

31 6 

13.5 

5.7 

40.6 


1080 

1 ()().() 

n.o 

56 0 

24.5 

34.8 

20.2 

17.5 

35.8 

13.6 

6.6 

40.0 

South and .south 

1001 

100.0 

15.0 

50.8 

26.0 

32.3 

34.0 

17.0 

27.5 

18.3 

7.4 

48.1 

east Asia 

1060 

100.0 

0.4 

70.0 

15.1 

12.7 

16.2 

44.0 

15.8 

13.7 

.3.0 

.36.2 


1070 

100.0 

0.2 

74.7 

18.1 

12.0 

14.0 

37.0 

17.6 

15,0 

4..3 

41.1 


1080 

100.0 

10,2 

66.0 

25.(y 

24.4 

27.1 

25.0 

25.3 

18.5 
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more accurately mcai^urc the true 
.dtxiribulionorrcal world income, in part 
l)ecausc it incorporates a more realistic 
yaluation of non-traded output, while the 
tatter implies tremendous inequality in the 
distribution of world income [IMF 1^3]. 
One of the arguments advanced is that the 
exchange rales for the US dollar vis-a-vis 
cuiTencies of individual countries could he 
fluctuating sharply and quite extensive 
arguments arc advanced by the IMF (1993) 
in this respect, with comparisons of the 
Chinese and the US shares in world GOP 
based i>n exchange rates and those based 
on PPP-hased weights. Surprisingly, the 


IMF has not thought it useful to convert 
die world and country GDP into u composiie 
currency like die special drawing rights 
(SDRs) which certainly obviaie.s tlie need 
to depend on a single currency, namely, 
the US dollar, as the numeraire. The IMF 
has of course recognised the fact that *'the 
various approaches can produce 
suhstanlially diflerenr c.stimate.s of PPP- 
adjusted GDP” (Wagner 1995]. 

In the PPP system, the implied 
expenditure quunlitics ineveiy counliy arc 
valued by ihc ci>rrcsponding US prices. 
Tile very metIuHlology (d lhe PPPprocedurc 
wherein quantities are not directly used hut 


estimated through a proxy of the item 
(estimated expenditure divided by its price), 
normalisation of the quanlitic.s by the use 
1)1 international prices in US dollars. 
vfifficuUie.s in taking account of quality 
differences in material products and more 
so in what are called comparison-resistant 
.services and the problem of selection of 
product Specifications as well as price 
quotations. have all been raiseil in literature 
|Ghi»sh 19K3] but the World Bank as well 
as the IMF have gone ahead with the tu.sk 
ofpopulari.sing the PPP results. The whole 
PPPcxcrcisc has (ended to bypass ihe basic 
qijcslion as to why the reliilivc prices are 
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requfnKi tjc* l)c in (oitns df tk 

l^arttculttr country (flic UnitcU State>;, in 
thisinstance)rather than a more symmetrical 
treatmeni of* reJalive prices expressed 
probably in terms of ihe world as a whole. 
The argument that such an attempt "runs 
counter to the customary praciice of using 
the US as the e4>unlry ol reference” 
(Summers and Heston 1991:3341 indeed 
l>egs the question. Tltis is as much applicable 
to the use of a single Ci)untry s exchange 
rate, the US dollar, for GDP conversion, 
us it IS (o the claim in the PFP liieralurc 
that "US priced quant it ics t\ >i' any c aicgi >ry 
are directly comparable across counii ics” 
flbid:33l 1. h'lnally, the authors i>l the PPP 
system fail to realise that a dollar ol GDP 
produced in a poor countiy like India in 
PPP terms will have l>ehind iU oiisiderubly 
lower social and economic inlrastructure.s 
and thus considerably less social welfare* 
than behind tho.se in (he c(|uivalen( di)ilui 
ofGDPpu Kluccd in iiuhi.Nirialiscdc«>uniries. 

An example of the alnwe phenomenon 
is u> be seen in the disparities in the 
consumption of ctmimeicial eneigy per 
inhabitants as t>elwcen lhedcvcli>pctl market 
econt>mics and developing tounliics and 
icnnones |Tabic b) Developed markei 
et i>ni)!Tncs consume more l haii 10 limes the 
per capita <M^»n.sumpti<m id' commercial 
energy in developing countries. The US’s 
l>ercapila consumption constitutes IK limes 
ihal of Asia. As the Human Development 
Reporis have repeatedly pvunledoul, "il the 
ecospherc weie 1 Lilly priced, not free, such 
Lonsumpiion paltcrns could not continue” 
\iinintin Dt've/opnienl Report 1994. 1X|. 

C(fnipo\iiion of 

Signilicant siuictural dillcrenees in the 
composition ol GDP as between the 
developed niurkcl economies and 
developing economies are brought out in 
Table 7. First, the role of the governnumt 
in the developed market economics has 
remained high which is renecled in a fairly 
high unci growing share of gi>vernmenl 
final consumption expenditure m GDP in 
lho.se countrie.s. In the case i>l developing 
countries also this pn'iporlion has registered 
u quantum jump in the 19K0;. The second 
revelation is (hat developing countries, 
particularly ci>uiUries in cast and .st>uth>eas( 
Asia, us also Japan amongst (he developed 
market economies, have set aside u 
significant proport hut of GDP for grcv.ss 
domestic investment. With initial conditions 
of ]*elalively low capital assets, these 
countries have been forced to accelerate 
tlieir investment levels. By contrast, (he 
advanced countries in America and Huropc 
make do with considerably lower 


investment ratit^. Their domestic .saving 
ratios are alsoTclalivcly low {United 
Nations I993|. 

A third major revelation relates to the 
ride of the external sector. Two of the lop 
advanced countries, namely, the US and 
Japan, have considerably hiwcr share of 
GDP(abi>ul lOto i 2 f)er cent each) devoted 
to ex ports In the case of Japan, to an extent 
the pricing policie.N adopted by the 
corpi»raleN which lavour exports and 
discTiminate against domestic con.surnerN 
may l>c rc.sponsible for this phenomenon. 

Data in Table 7 alsii bring out how the 
siiaiesot manufacturing have in (he recent 
period dwindled and those 4>j services 
considerably expanded in almost .ill 
developeil market economies. The average 
ol GDP originating in maniitaclunng in 
these economies was 2K.4 fK-r cent in 19M) 
and it steadily fell to 21.7 percent m 1991. 
in the US if le!! Irtan 25 per ceni l4> IS 
per cent, whereas m Kurope il Llwiiulled 
from 40.9 ]>er cent to 27 5 pel cent. In the 
1950s and 1960s. Japan attracted a 
relatively higliei proporlu>n i>f 
mariufacUirmg activity but in the 19K0.s the 
share of iiianulacluring in GDP tell tuMti 
36percent in 1970to29.2 perceni in 1980 
and further 27.6 percent in !99| In the 
19X0s, It was the turn of the developing 
countries it) expand their manufacturing 
base and this situation .seems lo continue 
in the I99()s except in the case of .some 
newly industnaliNing countries like South 
Korea, whuh have attained a high level 
ol manufaciuriiig activity. In this respect 
also, there is significant helerogencily 
amongst the developing countries, as may 
be seen in Table 7. ll. in I9KI, llie 


developing countries a.s a group had only 
13.6 percent of (heir total GDPoriginating 
in inunufaciuring. South Korea hud ,30 per 
cent, (he south and souih'eusi Asia group 
had IH.5 per cent and India 16 per eeni: 
all of these country groupings or individual 
countries have experienced a rise in ihi.s 
proportion, except South Korea To an 
extent, the manufacluniig share of 
developing ct)unincs wa.s innuenced by 
(he quantum |um)> in the primary sector 
income obtained by (lie petroleum 
priducing countries. 

Relative Trade Shares: 

A nian»i aspect ol world development 
particularly during the 197()s and the l9K0s. 
has been the rapid growth of merchandise 
trade which .served as anengmeot economic- 
growth. Kven so world exports as a 
proporlionol world G DP which ct^nsiitutcd 
abt)ut 11.2 percent in 1970 and which ro.se 
to 17 per cent in 19K0. receded lo 15.4 per 
cent by 1991, From Ihe beginning id* the 
l9K0s and Iherealler. it is trade in services 
that has acquired greater focus, particularly 
Irom the developed markei economies. As 
per the UN data I United Nations 1993 74). 
trade in non-lacloi services was the 
equivalent ol 20 per cent i)f (he total 
merchandise expiuis ot developed and 
developing economies taken li>gethcr m 
19X0; they rose to 25 per cent by 19SH) or 
lo probably about 26 pei tent by 1992. In 
particular, in the case of the US. while Ihe 
deficit on mcichandi.se irade rose from .S 
25.5 billion in l9X0i<>an cslimaled.S I5I.X 
billion 111 1992. Ihe surplus on non-facloi 
services rose tiom S 6.1 billion to S 55 I 


Tabi i‘ 9: SiiAki <H Wnki n Lxkikjs fiv Oku. in (Pukclma<.us) 


Ongiii 1069^71 

1972-74 


I97X-XO 

19XI-X3 

19X4*86 

19X7-89 

199092 

World 11)0 0 

100.0 

100.0 

iOO.O 

100.0 

100 0 

100.0 

!(K)0 

Developed nuirket 
ecoiioiuy counlne.s 

71.7 

6X.2 

6^2 

6S.() 

63.4 

66.5 

70.1 

73.6 

Miir 

^6.1 

^s.o 

V3.5 

34.4 

31.3 

^2.6 

n.7 

40.3 

I.ITA 

6.6 

6.3 

S.9 

6.0 

5.6 

6.1 

6.3 


Japan 

64 

6 6 

6.K 

6.7 

7,8 

9.^ 

9.2 

9.1 

1'lilted Stales 

I.T2 

II.X 

il ^ 

10.7 

11.2 

lo.s 

10.8 

11-6 

All other devehiped 
markei wo c iiunine.s 

9.4 

i 5 

77 

7.2 

7.6 

X.l 

6.2 

6 5 

('i)unines m 
eusiern F-urope 

9.x 

X6 

X.7 

8.2 

8.8 

8 9 

7.6 

3.4 

Dex eloping i 4)unrries 
and lernu»rH's (md ^ * 
socialist countries 
of Asia) IX.5 

2.3.2 

26.1 

26.9 

27.8 

24.5 

22.2 

24.4 

Siicudist coiJntne.s 
ol Asia 

O.X 

0.8 

O.X 

1.0 

1.3 

1.5 

1.8 


om' 

6.0 

10,7 

1.3 4 

13.6 

12.4 

7.4 

4.4 

4,8 

All other developing 
countries and 
lemmnes 

11.7 

11.7 

ll.X 

12.3 

14.1 

1*^.6 

16.0 

17.3 


Saurre: UNiTTAI)nandhmtknfinietnattonalTiadcatulDevehtpnieniStati^ttes, 1*)')^. '| able .^.11\ 
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hiltion dursMg the Kuinc period tOGGf) 
1993:1681. 

What IS more striking than tlic rise in 
world trade to GDP ratio has been the 
expansion in trade amongst the developed 
market economics themselves, in particular 
amongst the European market economy 
counti‘ics. The latter in fact overshadows 
the emergence of the east and south-east 
Asian countries on the world trading scene 
with intensive exptn t-tirieniation of their 
economics As shown in Table K. the EKC 
countries had about 50 per cent of their 
exports amongst themselves towards the 
end of the lObO.N, this proporliim rose i4» 
as much as 61.1 percent by the early part 
of the IM90s. This is 4)bviously the result 
ol the intensive el torts made (o integrate 
the economies of the Huropcan Community. 
Fventhe huropean Free Trade Assi>ciati(ni 
(HFTA) countries have niit been able to 
achieve this level of mlegratioii in trade, 
which is evident from the fact that of the 
total exports ln>irr KFTA countiics. tlie 
proportion ol exports amongst themselves 
fell from IS 1 percent during 1969-71 to 
12.7 fxrrceni during 1990-92: in tael these 
countries have sent a larger proportion ol 
theirexpoiis to the hhC countries: 4K.5 per 
cent in the first period and 59.2 per cent 
in the second peru)d, whereas the pix)pi>rtion 
of EFC exports to HhTA countries have 
dwindled fn»m 12.2 per cent to 9.K percent 
during the same perh>d. 

Overall, about 7f> to 77 pei cent of the 
exports of developed market economies go 
to their own economics. KKC countries 
export K2 to S3 per cent of their exp4>rls 
to developed market economies, KhTA 
countries S4 per cent, the US 62 pel cent. 
.)apun5S to60percent and otherdevclopcil 
market economies SI to S2 per cent 
Interestingly, while the developing 


Tabi 1:10: C^rii'Ai Inh ows immi-. Indimkiai 
AND OhVhl oriNfi ('(M 'NI Kll.s# 

(m htUhns of US doHai.s, annual avoaytw^ 


107*! 70 

1080-84 

1085-80 

ItidiLsinal couiunes 

00.1 

175.7 

40^.3 

Public sector 

21.0 

40.1 

61.K 

Private set'ior* 

78.1 

P5.6 

.^00.5 

DevcUiping eouii(ne.s 

52.1 

105 5 

110.0 

Public .sector 

^2,1 

b6.7 

74.3 

Pnvale .sector'*' 

10.0 

^8.8 

V5.8 


Notes: #Sum ol gmss intUnvs. excluiling iv- 
serve niovemenis 


* Dirt'll ami ptnilolio investment (tn- 
cluitinggi»venmiont bunds)plus long¬ 
term bank flows. Shon-torm hank 
Hows art* excluded. 

Stntrre: Tunier, Diilip(I 'WI),'(’apital 1 'lt»ws in 
the lOHOs: A Survey *>l Major Tri'nds'. 
{filS Etommiv Papers, No V). April 

mi) 


amiUries um a group depend ex lent 
of 6() to 62 per cem of their expotts on the 
developed market economies, the socialist 
countries of Asia so depend only to the 
extent of 34 to 36 per cent. 

In regard to what has been broadly 
described us the south-south trade, there 
has (K'curred .some noticeable improvement: 
developing countries (other lhau OPHC 
and Asian socialist countries) accounted 
for IS.7 per cent of these countries* total 
exports during 1969-71 which n^se to 26 
percent during 199(1-92. 

Looking ai it differently, the share of the 
developed market economics in work! 
exports has risen from 63,4 percent during 
19S1 -S3 to 73.6 per cent during 1990-92. 
while there is almost a corresponding 
decline in the share ol developing countries 
Iroin 2o.5 per eeiU to 22.2 per cent (Table 
9). The latter loss in export share has been 
es.sentially hecauseof the drastic tall inthe 
shale id the OPHC countries. Karliet. the 
OPF.C Louniries had attained a ilramatic 
gain in world exports from 6 per cent 
during 1969-71 lo 13.6 pei cent during 
197S-S0 or lo 12.4 per cent during I9KL 
19S3, as a result ot which the share ol 
developed market economies lell Irorn 71.7 
per cent to 65 per cent or to 63.4 per cent 
during the respective pcruxls. Once the 
OPF.C cimnlries were squee/ed of their 
clout on petroleum prices, the develi^ped 
market economies unproved their share in 
world exports, as stated above A 10 
percentage points rise in the share ol 
developed market economies during the 
period 19KI-X3 lo 1990-92 was 
accompanied by about 4 percentage points 
rise in the share ol non-OPFC developing 
countries (including socialist countries of 
Asia) during ihd same period. These 
occurred at the cost of. apart from the 
OPHC countries, countries in eastern 
Europe, the .share of which dwindled from 
K.K-X.9 per cent during 19Kl-l986to L4 
per cent of world exports during 1990-92 
Besides, while (he i i.se in the share ot non- 


C^iPBC developing eowiiiriex (includingJ 

Koclult s t aiomri of Aj« ia) in worl<} 

^tts about 4 percentage pointx, ihii. 
corresponding hse in the share of south and 
south-east Asia ih world exports was much 
more, that i.k, by about 6 percentage points, 
from 7.1 to 13.4 percentage points which 
implies, again, that other developing 
countries as a group suffered a lo-ss in their 
share. Furthennorc. amongst the developing 
south and south-east Asia, it is the group 
of eight ncwly-industrialisingcountriesof 
Asia, namely. Korea, Taiwan. Singapore. 
Hmig Kong. Indonesia. Malaysia. Thailand 
and China, which have shown the largest 
rise In purlieu lai.^nhe rise in their share has 
been the fastest in the early years of the 
1990s: their share in total exports rose from 
6.9 per cent in 1980 to 1 L6 per cent in 
1988 but remained at 11.8 percent in 1990: 
ihereafleT it jumped to 14.5 per cent by 
1992. 

Ctipiial Movementw 

More than trade lliuvs. it is the movement 
ot capital amongst developed countries 
them.selves that ha.s been a dominating 
aspect of the world economy now loi i>ver 
a century. Until about the first world war. 
capital was attracted lo resource-rich 
countries, es.scntiully from Great Britain 
but also to an extent from France and 
Germany, because such investments yielded 
highei returns than were available in their 
domestic economies. Bulk of their 
investments went to the present-day 
developed countries the US. Canada. 
Australia and Scandinavian. In the inlci- 
war years, the US emerged as a major 
supplier ol investment capital in the form 
ol subscript ion to bond issues, as alsodirccl 
investment mainly in Canada and Latin 
America. Alter the second world war, the 
United Slates’ Marshall Plan helped Furojx; 
lo make a dramatic iccovcry. It w'as in the 
195()s and 196()s that the United Slates and 
othei industrial countries, along with 


Tabi 1 IiGiobai Niri (’ajitai Inhows 

(/>! htihoiis of I ’.S' (hllafs, annual avefa)(e^^i 


('ouniry group 

l'J76-X() 

1081-85 

1086-00 

1001 

1002 

l')9?- 

1 •nileil States 

-0.^ 

55.0 


-13.5 

24.4 

41.3 

Japan 

-0.^ 

-23.0 

-63.0 

-90.(1 

-118.0 

-lOH.O 

Wesicrn l luri>pc* 

27.1 

2.6 

15.3 

75.0 

.55.7 

-20.6 

Developing countnes 

15.8 

40.0 

37.4 

126.4 

143.0 

150.5 

of which: 

Asian Nllvs # 

4.1 

*3.5 

-6.0 

.3.5 

5.0 

7.8 

()ther A.sia 

6.4 

15.2 

22.3 

36,0 

48.1 

50.0 

Lit 111 America 

22.6 

12.5 

8.8 

34.2 

.57.5 

67.4 


Nofes: i ’iuinge.s in net oft icitil numclary are oxeluiled. A minu.s indic.Mic.s a capital outflow 

* Pauly estimated; It Mxcluding Ihmg Kong. 

Snwee : BIS, Mth Armital Report. 19‘)4 
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fc)rei|tn aNtiistancc to ckvcU>pin^ cotiiUries 
hul that was also a periiaJ when (he capital 
markets in Hunvpc atui the US got integrated 
with large volumes of private capital 
flowing between industrial ummries. Tlie 
most striking feature of the expansion in 
foreign finance available to Ihcdcvcioping 
countries during (he 197()s was (he surge 
in lending by commcicial banks. Since the 
beginning of the 19K0s. the volume of 
capital flows in favour of developing 
countries began dwindling as a result of 
reduced official assistance and gnnving 
outflows following large debt service 
requirements. There emerged a distinct 
preterence of developed market economics 
to make equity mvesimcnls abroad, both 
direct and portfolio, during the 19K0s. Hvcii 
so. again, the bulk of such Hows have 
occurred amongst the dcvcloi>ed market 
economics themselves. It is only since the 
beginning of the 1990s that the share of 
developing countries in loieign direct 
investment as well as in porlfi)liti 
investments has shown a disi met rise, parti¬ 
cularly in favour of newly-industrialising 
countries of Asia. 

A recent study by the Bank for 
International Settlements |Turner 1991 ] has 
identified five distinct features ol capital 
flows during lltc 19K0s all vi! which reaffirm 
the phenomemm (d‘furlhei inlegra(n)n of 
the de vc loped m arke t cconom le s, bus i. the 


decacitc stsf^h ctipiial movemcriu 
mcrca^ngly taking place amsvngst mdustriai 
countries themselves. *’wiib developing 
countries left largely on the sidelines'' 
iTurncr 1991:21). Secondly, capital- 
import ingctiumrics amongst the developed 
market economies have subsiiiuled capita) 
inflows for their declining domestic 
savings, instead of providing for increased 
domestic invcstmenl. A third fealuie is tlie 
mindboggling expansion in cross-border 
capital niiwcmenl.s reflecting the 
divcrsificution of inlcrnationa) assets and 
their liquidity. The lourih ch.iractcrisiic 
has been the rapid giowth in loieign direct 
investment, (hough again, this has been 
cssenitally amongst industnaj countries 
themselves. Finally, with the seciirilisalion 
of capital flow.s. there has been to an exteni 
the phenomenon of commercial bank 
lendings being replaced by Innuls 
As depicted m Tables 10 and 11. capital 
inflows into developing counlnes luive 
temained viriu.dly stagnant \iuimg the 
19K0scven in nominal dollar lei ms During 
tliai decade, the nei movemeni ol funds 
was essentially between the industrial 
ci^uiunes. with.l«ipan )>eing the mam capital 
cxportei and the US the principal imporici 
IBIS 19941491. What in moie. the 
developing eountries suffered a masNive 
reversal of bank fii^ws during the 19K0 n 
T otal net Kn rowingofdeveloping eounincs 
trom reporting banks, a.s per the BIS 


statistics, had been running at an annual 
rate i>f some S 2K billion <»vci* the period 
1979-H2, fell to minus % 19 million over 
the pcritxl 198.'^-90 - a swing ol .sonic .S 
47 billion: utmost all of this had occurred 
in mm-OPRCdeveloping countries |Turner 
1991:231. 

Diicct investment flows have grown 
rather rapidly during the 1980s but the hulk 
of them, thill is. i>vcr 80 per cent have 
generally gtme in favour of the developed 
economics The share of developing 
countries has m tact fallen front IH.9 per 
cent during the perh>d 1976-80(0 14.8 per 
cent during 1986.90 though the Asia- 
Pacific ctiuntries have experienced a 
significant rise during (he period (Table 
12). the lalier s shaie in worldwule FDl 
inflows lo.sc from 5 6 per cent to 9.4 per 
cent duiing the above period. Amongst the 
developing Asian and Pacific cininliies, 
the NlFs have attracted the lion s share of 
inward flows wiili IIh;ii shiiie in rhe regional 
total I iNing tiiun .^8- ^9 jKreent to an average 
.■>() per cent ijuring (he same period. 

Surjift' in Capital Fla\v\ to Dt'xeJopinf^ 
Count n ex' 

Theic ha.s occurred a dramatic change in 
capital Hows from the beginning of the 
1990s in lermM>fbv>lh a phenomenal surge 
id i)U(flows from the indusiriulised 
countries arul si/.eable infh»ws m favour of 


'fAun- 12 .Inu-rnationai Cmmiai Imows 

(in hiUiniis of tfS chlfarx, annual ovewavs) 


FortMun Dtieci Investmciit _ Poniol io Capital Mhwn 


(\ninir>' gioup 

I>>76-81» 

1981-85 

19X6-90 

I'WO 

1991 

1992 

IWl* 

l')76-X0 

1981 8.*; 

r9X6-90 ’ 

1990 

1991 

1992 

1993* 

rotal outfhfww 

39.5 

43.0 

162.8 

2174 

184 5 

173.^ 

1714 

23.7 

64.2 

1X8.5 


284 7 

248 5 


Industnal ('ounincs 

38.7 

41.3 

154.0 

203.5 

173.3 

IS8.9 

152.5 

15.0 

60.6 

183.0 

152.K 

274.0 

23X.O’*' 


of which: 

United Slates 

16.9 

8.4 

2!^.l 

27.1 

29 1 

34.8 

.50.2 

5 3 

6.5 

13,6 

28.8 

, 44 7 

48.0 

125.4 

.lapan 

2.3 

5.1 

32.1 

48.0 

30 7 

17.2 

13 7 

^ 4 

25,0 

8.3.9 

39.7 

74.3 

34.4 

51.7 

Western tiurope 

17.6 

23.8 

87.5 

122.2 

106.1 

103.6 

79.6 

6.2 

27.7 

82.1 

76.4 

148.1 

168.4 

260.6 

United Kingdom 

78 

9.2 

28.1 

19.4 

160 

18,5 

25.4 

2.3 

13.5 

26.6 

29.2 

51 6 

55.4 

142.4 

Developing (’ountrie.s# 

0.8 

1.7 

8.9 

14.0 

11.2 

14.5 

20 8 

8.7 

3.6 

3.5 


10.7 

10.5 

20.5 

of which: 

Asia 

0,1 

1.1 

7.8 

12.5 

9.3 

12.9 

19 0 

O.J 

0.2 

1.4 


2.6 

2 X 

5.1 

L^tin America 

0.2 

0.2 

0.6 

1.0 

1.2 

0.3 

0.5 

0.2 

0.1 

2.3 


7.7 

6.4 

14.8 

Total inflows 

.31.8 

52.6 

147.6 

193.9 

1.S2.5 

140.6 

175.7 

3t.X 

81.9 

192.8 

164.2 

402.*^ 

359.2 


Indastnal cuuniries 

25.3 

34.9 

124,1 

161.0 

ni.(’) 

85.9 

101.5 

31.9 

77.8 

184.6 

154.9 

374.6 

308.5* 


of which : 

United Sta(e.s 

9.0 

19.1 

53.1 

48.0 

24.0 

2.4 

31.5 

5.2 

29.4 

44.7 

-0.9 

34.0 

67 2 

103 9 

Japan 

0.1 

0.3 

0.3 

I.K 

1.4 

2.7 

0.1 

5.1 

12.6 

26.9 

34.7 

115 3 

8.2 

-It.l 

Western Runipc 

14.3 

52.9 

60.5 

96.1 

4<)1.2 

70.9 

65.2 

16.7 

25.9 

99.1 

94.4 

1X5.5 

221.8 

39h.3 

United Kingdom 

5.6 

4.3 

21.7 

.32.5 

16.2 

16.8 

14.5 

2.3 

3.5 

24.7 

9,4 

.34.4 

35.7 

61.5 

Developing (7ountne.s# 
a] which: 

6.5 

17.7 

23.5 

32.8 

41.6 

54.4 

74.2 

1.9 

4.1 

8.2 

9.3<i»> 27.9 

50.7 

91.9 

\m 

2.1 

4.9 

13.7 

20.2 

23.3 

32.7 

47.5 

0.3 

2.2 

1.6 


5.1 

7.7 

23.5 

Eastern Europe 

0.0 

0.0 

0.2 

0.6 

2.5 

3.4 

5.0 

■ 




.. 


.. 

Latin Anienca 

3.7 

4.7 

5,8 

6.8 

n.3 

13.8 

17 5 

1.3 

1.2 

5.4 


22.0 

19.7 

67.9 


Hote.s: ♦ ftutly eslimaltkl. # For portfolio copifaj flows, developing counlnes exclude floiig Kong. .. Not available. 1 )ara f roin World Oevrlop- 
mnt Refxnt, 1994 . 

Source: BIS, 64th Antuigl Report, 1994. pp 93 and 152. 
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dcvi;leaping countries. No doulH ibc 
**urgc 111 cupiial ouirtow^ l'ix>in the developed 
economics had begun in Uic second half 
of the 19Ktts but industrialised couiUnes 
ihcinsclves ucituired tlic bulk of them during 
that period. The annual average of out Hows 
from industrialised countries only in two 
birms, namely, foreign direct investment 
(FDI) and portfolio outflows together had 
averaged S 104 2 billion per annum during 
19HI-X5 and it rose to S ^50.9 billion 
during the next i|uiiu|uenniuni. 19X6-90, 
During these twi> five- yeai periods, 
industrial coun(ric.s had inflows aggregating 
S 112.7 billion and ,S ^07.2 billion, 
rc-spectivcly, which ciinsrituted pic- 
(HHulerant pans til their own otnilows 
Inflows in tavour<’»f developing countries 
were relatively meagie: .S 21 Hliilliondunng 
i9XI-X5 and .S .^1.7 billion duiing 19X6- 
90: of these, the bulk was in the form of 
FDI - ,S 17.7 billion and S 2^1.5 billion, 
rcspecuvcly. 

The strong gtowth ol FDI flows as well 
as porlfolii> invesifiicnis since the second 
halt of the 19X9sis alinbuiable to a number 
ot cyclical and instiimional luciors. FDI 
flows appear to be sinmgly pro<cyclical. 
varying more than propoilitmalcly with 
economic activity. Recession in the first 
half of the I9X0s had depressed FDI and 
recovery in the second half gave a boost 
to it. Secondly. FDI flows also got an 
impetus Irom a wave o\' cross-border 
mergers und acc|iii.silions during the .second 
halt of the 19K()s. TIurtlly. substantial 
changes in real exchange lales in the mid- 
l9X0s prompted a number enterprises 
to relocate production to areas where laboui 
costs were lower. Likewise, the fear of 
pri^fectit>ni.sm encouraged exporting 
enterprises ti)establish priuluction units in 
export markets. Ahtml one-half of foreign 
direct investment went to the US during 
the second hall t>f the 19Kfls. Japan pnwidccl 
more than .SO percent of FDI tniillows 
industrial countries dm mg the .second half. 
Tile portlolio investment nt>ws owed much 
to the process of hanking disintermediation 
und the emergence of mm-bank llnancial 
institutions - insurance companies, pension 
funds and unit trusts - along with some 
liberalisation of financial markets |BIS 
1992 and 19941. 

Since the beginning of llic 199(K, while 
the overall si/c has registered a lurlhct 
quantum |ump, the nature o\ capital flows 
has seen significant qualitative changes. 
First, there has occurred a slight arresting 
of the Icrnpii of FDI outflows Invin the 
induKtriul countries, which i.s, attributable 

funds constraints faced by the Furopcan 
countries following persisicni recession and 
rcpi>riedly |>oor rate^of return earned on 


caflier tfivctstments made by the Japanese 
companies. BIS (1994) has rcpirtcci (hut 
in recent years Ihc Japanese earned 
investment income ol only S H billion per 
year on a cumulative FDI stock of S 250 
biiliiin. Total FDI outflow from industrial 
countries steadily fell from S 203.5 billion 
in 1990 to S 152.5 billimi in 199.3 (Table 
12). ()n the Ollier hand, the |)ortfolio out flow 
Irom ifulusli ial eountrics has continued to 
galhipfrom.S 152.Xbillnm in I990toover 
S 43K billion in 1993. 

The seciuui major development of Ihc 
I99()s has been theboi»m in capital inflows 
111 favoMi ol the developingcouniries Such 
gri>ss inflows in the form of FDI and 
portloln^ investment m the fJ)Cs h.ive 
jumped fiom about .S 40 billion in 1990 
toS 166.1 billion in 1993. Die developing 
countries' FDI inflow ol 1990 had 
cvmsiituted about 17 percent of the total 
world FDI iiifhnv but this proportion rose 
lo42 per cent by 1993 Several factors have 
hccii ideiililicd a.N explaiiiiiig this 
piiL'iiomciioii The incieascd |>ariici|iation 
ot Asian «.4)untnes m micriiaiional Hade 
has been adeijualely documented in 
lileiature. The Asian FDI inflows 
coiistiiutcd about 5X |x:r cent of the total 
dcveh'piiig countries* FDI inflows m the 
second lialfofthe l9X()s and lliey remained 
at above 60 jier cent during the 199().s In 
ab.solute arTuiuni. such Asian FDI inlltwvs 
amounted to S 47.5 billion in 1993. that 
is. mote than double the S 20 2 billion m 
1992. Within Asia, China is lept'ilcd to 
have attracted FDI ot .S 11 billion in 1992 
and.S 2f> billi4>n m I99'L though the figiiics 
are known to have been inflafcil to an 
extent by ‘louiid-tripping' v>f the Ciiinese 
capital lhri>ugli Hong Kong lot taking 
advantage ol fiscal and other benefits 
exieiuled to foreign iiiveslj^is |BIS 
1994:941. FDI in Malaysia and Indonesia 
slackened aflei yeais of large inflows, while 
South Kivrea. Taiwan and Hong Kong have 
become net supjiliers t>f FDI capital in their 
own righi. 

The second nianir factor in the flow of 
hu'cign capital relates to the re .sumption ol 
investor interest m I aitin America KegiiMial 
trade agivemenis such as the NAFTA played 
a role in (his respect. While capital inflows 
into Asia during the I99()shavcbceri mainly 
in the hirm of FDI. tlio.se into I .at in America 
have been dominated by portfolio 
investment |BIS 1994:1501 (Table 12). 

This brings iis to the final a.spect t)f 
capital flow winch is that the resurgence 
of investor interest in the developing world 
has been, tt> u great extent, explained by 
increased portfolio invc.stment in (he 
emerging equity markets, which is in turn 
attribijtahic to IkUIi pull and push fuclors. 


primarily the push factors' uf 
iiistituifonal investors in developed 
countriesernning into (hishcssIoii of massive 
liquidity far beyond what they can deploy 
in their own economics. A.s shown in Table 
12, outflows as portfolio invcsltneiit from 
the US ro.sc from S 2H.K hilluui in 1990 
lo .S 125.4 billion in 1993 and that from 
western Kurope from S 76 4 billion to 
,S 260.6 billion duiing the same [wriod. 
During this periiHl. portfolio inflows inu» 
developing countries shiii up from % 9.3 
billion to.S9l. 1 billiv»n. Bui this h«>oinma> 
be shortlived, and with the recovery in 
indusinal eountrics und the ri.se m mlcrcst 
rales, particularly in the US. the .share prices 
111 Ihc emerging market.s have already taken 
a beating since the early 1994 and there 
are signs of receding capital inflows into 
the developing economies 

IFaraiiiita Dobiiaih actively parijcipaieil in the 
preparation o| ihi.s note.) 
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Dravidian Movement and Upper Castes 

The Dravidian movement used earlier to be judged vis-a-vis the 
nationalist movement and condemned for its.‘regionalism’ and 
‘separatism’ and its alleged collaboration with the colonial rulers. In the 
present context, when ‘nation’ is coming under increasing attack, and 
caste, especially the dalit question, is gaining prominence, attempts are 
being made to identify the Dravidian movement with upper castes which 
are portrayed as the real perpetrators of caste oppression. Iivfact, while 
the noii-brahmin movement did have its ideological genesis in the 
intellectual output of the saivite elite, the self-res|^t movement did not 
draw its roots solely from this and, even when it did, it gfive an entirely 
different and radical interpretation which terrified the saivites. 761 

Groundwater Depletion 

According to the Planning Commission's statistics, exploitation of^ 
groundwater resources has reached disturbing levels in many states, 
notably UP, Gujarat, Punjab and Tamil Nadu. But less known volumetric 
statistics compiled at the behest of the Central Groundwater Board 
present a more reassuring picture, suggesting that barring a dozen 
districts of the west Indo-Gangetic plains, groundwater exploitation 
has not reached the danger mark anywhere. Between these extremes, 
what is the actual situation? j ’749. 

Radical Histories ' 

Subaltern Studies, the Gramsci-inspired scries on Indian history that 
became influential in the 1980s, has recently come in for hostile criticism 
on the ground that the marxist critique of capitalism that informed the 
earlier volumes in the series has now been replaced ~ under the baleful 
influence allegedly of deconstruct! ve, poststructuralist and postmodernist 
philosophy - by a critique of the rationalism that marked the European 
Enlightenment. Is that not dangerous, it is asked, in a situation in India 
where the rise of a 'religious* and aggressive Hindu right demands, if 
anything, an ever more vigilant attention to the secular goals 
of class struggle, democracy and socialism? 751 
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Political Realignment 

Docs the outcome of the assembly 
elections in Maharashtra represent a 
vote against the Maratha hegemony 
that was mediated through the 
Congress and its ideology of 
secularism and liberalism? _TO 

Not Saving Enough 

Just when the need was for rates of 
interest on government debt and 
commercial sector borrowing to be 
moderated, there is taking place a 
stiffening of rates. Reflecting the 
shortage of domestic saving, this will 
have its impact on both the level of 
economic activity and the external 
balance, besides worsening the 
government's debt burden. _TO 

in TVouble 

The rout in the Karnataka and Andhra 
Pradesh elections had brought the 
large cracks in the Congress to the 
surface. After the defeats in Gujarat, 
Maharashtra and Bihar they are 
widening and becoming irreparable. 
MeanwhilCn, the economic ^reform' 
programme is facing ap^ 732 


Moving the Masses 

Purposefully evoking various meanings 
surrounding salt, yatra and Dandi, 
Gandhi credibly communicated the 
message of swaraj to audiences in 
India and abroad. _TO 

Without Credit 

Improving access to credit facilities 
by itself means very little to the mass 
of the rural poor. The opportunity to 
use these facilities will come only 
when investment in agriculture 
is stepped up. _TO 

Violated 

The ferocity and frequency of human 
rights violations by the army in 
the Naga hills have been on the, 
increase recently. _TO 

Sentinels uf Death 

Where there is fighting, one expects 
that people will be killed. However, 
in many parts of the world where 
fighting once took place and has 
since ceased, people continue to 
be killed by the discarded 
weapons of war. 739 


LETTERS TO EDITOR 

. . . . . 1. ^. * III » . ...I . I 

Darjeeling, after 10 Years 

A RECENT i^visit to Darjeeling, after a 
little over a decade, was a pleasant surprise. 
On the last occasion, the dour, often 
positively rude, behaviour of the local people 
towards visitors of Bengali birth had robbed 
the trip of all charm, the majestic 
Kanchenjangha notwithstanding. This time 
it was .smile, smile all the way - the locals 
invariably going out of the way to be helpful 
and welcoming. 

The welcome was expressed in some 
other ways too. The last time we were 
repelled by the bad condition of the town 
roads, potholed and full of excreta, human 
and animal. This time we found the roads 
better maintained and very much cleaner, 
the main roads being swept more than once 
during the day. It was also a very pleasant 
experience to find well-dressed children 
^ and young boys and girls on their way to 
schools and colleges almost throughout the 
day, happily chatting and laughing all the 
lime. 

All tliis can be basically attributed to the 
very partial change of regime through the 
installation of the Gorkha Hill Council, 
whatever may be the truth in reports about 
misuse and misappropriation of funds by 
the local bigwigs. - 

These changes for the better, however, do 
not go beyond the upper reaches of the IcKal 
society. Tlic pwr remain where they were, 
if lliey have not been pushed further down. 
They continue to be the beasts of burden, 
literally and metaphorically, engaged in 
backbreaking toil from dawn to dusk. 

A RliADGR 

Calcutta. 


Being Indian 

HUMANSCAPE is a magazine published 
monthly from Bombay by the Foundation 
For Humanisation, a public trust. It was 
launched in November 1993, and now has 
subscribers in over 160 Indian cities. It is 
also regularly mailed to NGOs, libraries 
and other publications. Eminent journalists 
and speciali-sts in various fields have written 
• for the magazine. On its editorial board arc 
Nissim Ezekiel, Govind Shahani. Meher 
Pcstonji, Bittu Sahgal Manu Kothari, Rusi 
Engineer and Linesh Sheth. 

Tbemagazine hopes to inform individuals, 
institutions and society in general of 
humanist propo.sals, leaving them to decide 
whether it is possible to share them. For 
this, Hunumcape openly diffuses ideas and 
facts, encouraging discussion of them. One 
of these issues - one that wc feel is vitally 
important in contempi^rary India - is the 
idea of being Indian, This raises questions: 


What does it mean to be Indian today? Why 
be Indian above all? 

When the British ruled India, these 
questions were easily answered. To be Indian 
meant a fierce desire to be independent, in 
control of our own future. It was profoundly 
Indian to want to get rid of the foreigner. 
But what al>oul after August 15, 1947? 
What about today, half a century later? 
What is it that makes us all Indian? There|s 
a special relevance and urgency to this 
question Uxlay. For, never in our independent 
history have we seen a redefiniuon of 
loyalties on the scale that we see today. Our 
politics is increasingly dominated by 
identity. It commands loyalty on the basis 
of language, religion, ca.stc and various 
other affiliations. As a result we are drawing 
line,s that will mark us apart in every way. 
So niany years after independence we are 
arguing over wlio or what represents a 
national identity, speaks for it? 

With all these divisions, what is it that 
makes us Indians first, above all? What is it 
that unites us all as Indians? What is the 
rationale for a united India? Hutnanscape 
believes that wc must begin addressing 
questions like these. To this end we intend 
to devote the July 1995 issue to a debate on 
these lines. As an important part of this 
debate, wc want opinions from a wide cross- 
section of Indians. We would like readers of 
EPW to conti ihute to this effort. Please find 
the lime to write al)oul 300 words i)n the 
issue, perhaps as triggered by these two 
questions. What docs it mean to be Indian 
today? Why be Indian alx>ve all? 

Wc would appreciate a response within 
15 days. Kindly al.so furnish your full name, 
address, age. occupation and interests. 
Please use either English or Hindi if you 
can. But if you arc unable to do so. use any 


language you choose. Please mail to 
Hmnanscape, P O Box 26922, Santacruz 
West, Bombay 400 054. 

Jaybsh Shah 

Pubiiisber, 

Humanscape, 

Bombay. 

Masters and Servants 

LAKSHMI Srinivas’ article ‘Master-Servant 
Relationship in a Cross-Cultural Pers¬ 
pective’ (February 1994) is an excellent 
exposition of the diverse dimensions of the 
dreadful and disgraceful discriminations 
and domination detrimental to the relation¬ 
ship of master and servant. It is surprising 
that the writer is not conversant with the 
service of voluntary agencies, interested in 
the problems and yearnings, aspirations 
and dreams of the domestic servants. Their 
units function with the motive of liberating 
young girls who come from villages to be 
employed in towns and cities from ignorance 
and inhibition, inertia and impotence. Their 
earnest efforts have been to empower the 
least bics.scd by making provision for thcn\ 
to learn the rudiments of arithmetic to carry 
on monetary transactions, the essentials of 
child psychology to take care of babies 
entrusted to their care, the norms of the 
' inter-personal rclatiimshipand the elements 
of labour laws to claim their rights to life, 
security of appointment and payment of 
just wages and to protect themselves against 
unjust, dismissal and exploitation by 
employers and their agency. 

T M Gnanafraoasam 

Madurai 
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Whistling in the Dark 

D rawing attention to the economy’s apparently 
impressive p^cnmance on the external front, govern¬ 
ment ^kesmen have sought to emphasise that the deficit on 
current account, which was over 3 per cent of GDP in 1990> 
91, is likely to dip below 0.5 per cent in 1994-95. Commerce 
minister P Cbid^baram, announcing the revised export- 
import policy for the five-year period 1992-97, has projected 
the trade deficit in 1995-96 at around$2 billion, with exports 
touching $29 to 30 billion and imports $31 to 32 billion. 
Quoting as.sessments by the Reserve Bank and the finance 
ministry, Chidambaram argued that the country could easily 
ab.sorb a trade gap of that order. Confldent pronouncements 
such as these fail, however, to put the external sector 
situation in the right perspective. They focus exclusively on 
short-term achievements without reference to fundamental 
issues which are germane to any effective use of international 
trade to raise the country's economic growth rate and streng¬ 
then the domestic economy. It seems to be assumed that 
pursuit of globalisation and rapid integration of the Indian 
economy with world markets will solve most problems. 

In all official assessments of the prospects on the external 
front, the focus is invariably on exports without much attenf ion 
being paid to the changes thatare tidung place in theeconomy ’ s 
import propensities. Data for April-Febniary 1994-95 show 
that exports grew by 17.3 per cent from $19,825 million to 
$23,248 million even as non-POL imports shot up by 31.7 per 
cent frcmi $ 15,150 million to $19,954million and total imports 
by 23.3 per cent from $20,355 million to $25,063 million. 
V^ile the overall trade deficit may well be contained at $2 to 
2.5 billion in 1994-95, its projection at about the same level in 
1995-96as wellis clearly optimistic, to say the least. Assuming 
15 per cent growth in' exports and 25 per cent growth in 
imports, as seems justified on the basis of the uends in world 
trade and in the domestic economy, the trade deficit in 
1995-96may turn out instead to be in the region of $6 billion. 
So what is claimed to be a BOP strategy aimed at a low current 
account deficit may not be sustainable for long. There are 
many macro-economic imponderables, including the slow 
growth of domestic saving, the rapidly rising revenue deficit 
and the persistence of double-digit inflation which muiit be 
expected to contribute to a widening of the deficit on the 
external current account For the trade defldtto be covered by 
net inflow of invisibles, the size of private transfers will have 
to rise well above the 1993-94 and 1994-95 level of $4 billion. 
Besides, on the invisibles side, despite die RBI’s substantial 
accumutatioa of income-earning res^es, the net outgo of 
investment income touched $4 billion in 1993-94 and will 
IMobably mm outtobehigherin 1995-96, with the outflow on 
this account rnounting rrgiidly in later years. 

Bcooemic and Pdhicri Week^^ 


On the capital account, leaving aside ‘other coital flows’, 
representing essentially current account related transactions, 
which may have touched $4 billion in 1994-95 against $2.3 
billion in 1990-91 and $2.2 billion in 1993-94, the contribution 
of net capital inflows of about $7 billion each in 1993-94 and 
1994-95 to the build-up of $20 billion of foreign exchange 
reserves should be consid»ed as something of a peak. On die 
other hand, total debt service obligations are likely to mount 
in the coming years. In both 1995-96 and 1996-97 substantial 
bulk repayments are due. According to the Economic Survey, 
debt-service payments are likely to toudi $13 billimi in 1995-96 
compared to $8.3 billion in 1993-94. Incidentally, roughly 
$2.6billionwillhave to be disbursed as capitalredetiqrtioo and 
interest outgoon account of the India DevelopmentBmi^dDBs) 
alone in 1996-97. In other words, even expcA growth of 15 to 16 
per cent per annum in ddlar terms may not help the country to 
esc^ serious balanceofpaymentsproblems in the medium term. 

These medium- and long-term misgivings are reinforced 
by the fact that the government’s present policies seem 
unlikely to give a strong enough push to exports, either of the 
low-wage, labour-intensive variety identified with Taiwan 
and China or of the hi-tedi type such as South Korea has built 
up. Two basic requirements of such enduring export growth 
need to be kept in mind. First, extreme social backwardness, 
arising out of lack of elementary and basic education and 
primary health infrasuucture, comes in the way of the 
economy achieving labour-using, export-oriented expansion 
of production on any significant scale. Such expansion calls 
for strict quality conux)l and ability to produce to precise 
specifications, for which a literate labour force able to read 
and write is a sine qua non. 

Second, the industrialisation experience of Asian countries 
such as South Korea, Indonesia, Malaysia, Thailand and 
Taiwan shows how diversified and knowledge- and oqiital- 
intensive export growth requires the underpinning of dynamic 
import substitution together with clear priorities in industrial 
development advanced through state incentives and 
disincentives. It is not just a happenstance that all the above 
successful south-east Asian countries embraced domestic 
economic liboalisation far in advance of external liberalisation, 
not hesitating to practise effective protection for selected 
industries for protraciedperiods.'nieycatainly did not confuse, 
as we seem to be doing, the objective of vigorous export 
promotion with globalisation and complete integration of their 
econcMnies widi world maricets. By contrast, in our own case, 
the present economic dispensation is notable for its outspcdoen 
eschewal of all industrial prioritisation. Indiscriminate import 
of capital goods in the name of technology upgradation is, as 
atesult, threatening to undenninedomesticindusiriesnurtured 
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in the first deofule wnd a ha^f df planning. 
The extension, in the latest exptM-import 
policy, of ^deemed export* status to supplies 
made to projects in the power and oil and gas 
sectors and to holders of export promotion 
capital goods (BPCO) licences does not 
touch even the fringes of the problem. Agro- 
based industries and chemicals and 
petrochemicals, where India possesses no 
particular advantage, cannot be expected to 
provide a sustainable base for export growth. 
.South Korea, by contrast, had, brushing 
aaide World Bank urgings, systematically 
pursued a strategy of 'heavy and chemicar 
industrialisation, targeting six industries ~ 
steel, metals, machine-building, ship¬ 
building, electronics and chemicals - for 
government support. 

MAHARASHTRA 

nemote Control 

ON the eve of the BJP-SS victory in the 
assembly election, Bal Thackeray boasted 
that he would appoint a chief minister for 
the state who would get up when he said get 
up and sit down when he said sit down. 
Though the statement is representative of 
Thackeray's rhetoric, it madebiiany ponder 
whether the electorate (including Muslims) 
which was then rejoicing at having sent a 
corrupt and arrogant Congress government 
packing, would come to witness democracy 
itself being hijacked. Thackeray's talk of 
'remote-controlling' the government raised 
a spectre of shadow dictatorship while his 
threat to set the whole of Maharashtra aflame 
if Sharad Pawar attempted to revive the 
pending case against Manohar Joshi in the 
Supreme Court, smacked of a disdain for 
the opposition. Given Thackeray' $ penchant 
for histrionics, it was clear from the very 
beginning that his presence wa^ going to 
dwarf thedoings of the Joshi-Munde cabinet. 

Hopes were expressed that being in power 
would make the SS party chief more 
circumspect in his pronouncements. But his 
statement during the swearing-in of the 
state chief minister, about 'kicking out* 
Bangladeshi Muslims, and his reiteration of 
bis authority to say this, are fairly indicative 
of the extent of accumulation of power in 
his person. It is true that this is nothing new 
in the* Shiv Sena*s history and its 
functioning. But what gives a sinister twist 
to Thackeray ’ s public statements now is his 
control over the state machineiy to enforce 
his 'fatwas*. Residents of Bombay, and 
specially Muslims, had an indelible 
ftmtaste of whatmay be to come during the 
lastriots. Not surprisingly, then, shivers ran 
down the spine of the minority community 
when, on allegedly receiving a telephone 
threat to his life, Thackerary retaliated with 
an 'order* to exterminate the community to 
which bis wbuld-bc assassins belonged. 
What iiimmediately ominous is the Sena 


chiefs command to his to flush out 
Bangladeshi and Pakistani anii^hationals 
from their 'dens*, and to the police and local 
Muslims to help them in the 'national task*. 
It implies that all other institutionalised 
power centre.*^ of a democratic polity should 
be subservient to his army. Further, by 
treating all immigrants as 'infiltrators* 
Thackeray blurs the wider socio-economic 
compulsions behind migration and reaps 
the emotional backing of the populace by 
placing the issue within the national/anti¬ 
national dichotomy. 

Tie Bharatiya Janata Party. SS's coalition 
partner, has projected itself as being un¬ 
ruffled by Thackeray'sutterances.ln principle, 
the BJP should not have any objection to 
Thackeray's drive against Bangladeshi 
Muslims since Madanlal Khurana. the chief 
minister of Delhi, also had once declared 
similar intentions and the party had put the 
issue on its agenda in the recent election 
campaign for the Bihar assembly. The issue 
can prove to be counter-productive to the 
party only if it hinders its ambition to 
capture power at the centre. At present such 
a development seems remote. What may 
happen is that the newly-formed government 
in Maharashtra may get entrapped in issues 
centred on Bombay enhancing its parochial 
metropolitan countenance. 

RURAL INFRASTRUCTURE 

Empty Boxes 

OF the .several new schemes the finance 
minister has announced in the budget for 
1995-96 is one for the establishment of a 
Rural Infrastructural Development Fund 
within NAB ARD from April this year. The 
fund will provide loaas to state governments 
and state level government corporations 
“for completing ongoing projects relating 
to medium and minor irrigation, soil 
con.servation, watershed management and 
other forms of rural infrastructure*’. The 
rationale offered for the creation of the new 
fund is that many rural infrastructure projects 
“have been started but are lying incomplete 
for want of resources**. Toencourage quicker 
completion of such projects, the new fund 
will extend loans “on a project-specific 
basis with repayment arid inter^t guaranteed 
by the concerned state government", with 
priority to be “assigned to projects which 
can be completed within the least time 
period". 

The rationale offered for the creation of 
the new fund cannot be faulted, especially 
since, as the budget speech puts it, 
“inadequacy of public investment in 
agriculture is today-a matter of general 
concern" and allevidenoepoiAts loan overall 
decline in total investment in agriculture. 
Any concrete measure to step up investment 
in agriculture has to be welcomed in the 
ciipumstances. Quesdonsdo arise, however, 


as to die manner in wIuchiescmnMis am tobe 
moMllsed for cieiding die corpus df tl)ie 
pr(^p<Med fund, estimated at Ils 2,0^ 
Resources for the fund are to come notfrtnn 
the budget - infactmosiofthenewscbemes 
announced in the budget speech are so 
crafted that their immediate budgetary 
impact is nil or minimal - but. from 
“commercial banks which will be required 
by RBI to contribute an amount equivalent 
tea bank's.shortfal] in achieving the pric»ity 
sector target for agriculturallending, subject 
to a maximum of 1.5 per cent of the bank’s 
net credit". 

The firstquestion that arises is with regard 
to “the priority sector target for agricultural 
lending". Do the authorities still subscri^ 
to the target of 18 per cent or is the RBI 
going to set a new and lower target every 
year? The late.si available figures of 
commercial banks' credit show that 
agricultural lending by the banks has already 
touched a low of 13.9 per cent. This 
incidentally shows that the brunt of the 
decline in priority sector lending by 
commercial banks has been borne by none 
other than the agricultural .sector. Although 
the government has yet to publicly announce 
its decision on the recommendation of the 
Narasimham Committee for a three-year 
phasing out of priority .sector lending, the 
fact is that a .slow and steady phasing out is 
already under way. 

Closely connected to this is the question 
of what'further .shortfall in agricultural 
lending by commercial banks can really be 
allowed, given the existing situation. The 
manner in which the banks’ contribution to 
the proposed fund is to be tied to the shortfall 
ill agricultural lending is significant. The 
finance minister spoke of a ceiling on such 
contribution, namely, “amaximuih of 1.5 
per cent of the bank's net credit". Docs it 
mean that regardless of the extent of the 
shortfall in lending to agriculture by a bank, 
the maximum contribution it will be required 
to make to the new fund will be equal to just 
1.5 per cent of its net credit? That should 
hasten the demise of agricultural lending by 
commercial banks, no matter how noble 
sounding the objectiveof the proposed fund. 

Further, how will the fund distribute its 
lending among the states? Will the states 
with the maximum,of unfinished rural 
infrastructure projects qualify for the 
maximum of loans as against others with a 
better record of project planning and 
implementation? It is well Imown that the 
inter-state distribution of funds by the 
financial institutions, including NAB ARD, 
is regressive in the sense that the relatively 
better off states tend to get away with shares 
wellinmtcess of their population and several 
states have been led to Gomplain about the 
unfairness and inequity involved. Still 
another question is with regard to the 
obligation of foreign banks. Are they tq be 
Conqpletely absolved, sihee in Acfr case 
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tiiey d6 not b^ve to 4tiy agricalttiral 
lencbitg target? A lot more needs to be 
known about the proposed fund, but what 
little information has been made available 
i$ cause for serious concern on several 
counts. 

BIHAR 

A New MLA 

SUMMONED to the dais by Laloo Prasad 
Yadav, during his brief swearing in 
ceremony as Bihar's chief minister for a 
second tenn, Mohan Ram, one of the newly- 
elected Janala Dal legislators, introduced 
himself as a member of the 'holokhor' 
community, who personally had nothing 
else to boast of except along tail of university 
degrees and the possession of a 'jhonpri' (a 
wretched hovel). His community, the lowest 
in the dalit ladder, is engaged in cleaning 
toilets and is often found to be currying 
nightsoil as hcadloads even about half a 
century after independence, notwithstanding 
Jawaharlal Nehru's strident strictures on 
this degrading practice. 

Mohan Ram is a 'double MA’, with BEd, 
LLB, and a doctorate, perhaps unique for a 
member of his community. He got the Janata 
Dai nomination for contesting a rural scat in 
the Darbhafiga district in north Bihur after 
he had managed to meet Lalooji at some 
airport on the eve of the elections. 

This interlude in the Patna ceremony 
serves to shed light on some unrcvcaled 
corners and crevices of the political reality 
of the day. It may also help in seeing the 
developing reality in historical perspective. 
First, for instance, is the fact tliat even if 
Nehru may not have succeeded in abolishing 
the abominable practice of carrying nightsoil 
a.s headloads, he had initiated a process 
which has in course of time enabled an 
individual member of this lowly community 
to reach the height of the academic ladder. 
(If this evokes the parallel of Babasaheb 
Ambcdkar, it should be rcmeml>ercd that 
his mahar community was socially on a 
much higher level and his family on a much 
higher economic footing.) But tJiis has not 
enabled Mohan tobreakoutof his jhonpri in 
a ghetto. 

Second, it also brings out Laloo Prasad's 
earthy simplicity: a representative of Mohan 
Ram's stratum was able to meet him almost 
casually, that is, without a previous 
appointment and without passing through a 
screen of personal staff, to be rewarded with 
a nomination. Thirdly, and most importantly, 
this lucky turn in an individuar.s fortunes 
only serves to highlight the depth of misery 
which continues to be the lot of Mohan 
Ram's social compeers. Indeed, Laloo 
Prasad and Mobam Ram will be judged by 
their role in the struggle for lifting and 
liberating these historically condemned 
masses. 


TRANSFERS TO STATES 

Reverse Flow 

HOW misleadingly statistics can be 
presented is eminently demonstrated by the 
manner in which references are made to 
budgetary transfers to the states in the 
fmance minister's budget speech. In regard 
to transfers under the award of the Finance 
Commission, it is claimed that "the flow of 
funds based on. Finance Commission 
devolution and transfers will increase by 
about 22 per cent from Rs 28,832 crorc in 
1994-95 to Rs 35,055 crorc in 1995-96". 
The fact that the increase in the provision 
for central Plan assistance is marginal, from 
Rs 19,304 crore in the budget e.stimates for 
1994-95 toRs 19,506 crore in 1995-96, has, 
according to the finance minister, "to be 
viewed in the background of substantial 
increase in transfers to the states as a result 
of the recommendations of thcTenth Fmance 
Commission”. 

Let us sec how ‘substantial' is the increase 
in budgetary transfers as a result of the 
recommendations of the Tenth Finance 
Commi.ssion. A simple calculation will show 
that given the estimated gross revenue 
collection from the sharablc tuxes, i c, income 
lax and excise duties, even if the award of 
the Ninth Finance Commission were to 
continue to be in effect, the states' share 
would have worked out to Rs 30.4(K) crorc 
in 1995-96, compared to which tlic budget’s 
provision of Rs 29,400 crore actually shows 
a decline ot 4.4 per cent. No doubt, there is. 
at least on the surface, a more than marginal 
increase in the provision for non-Plan grants, 
from Rs 2,544 crore in 1994-95 (RF.) to 
Rs 6,169 crore in 1995-96 (BF). However, 
as the budget speech itself concedes at the 
Kiime time. Plan grants have been done away 
with altogether and these amounted to 
Rs 2,680 crorc in 1994-95. 

Taking the proceeds from shared taxes 
and grams as recommended by the two 
Finance Commissions, the transfers in 
consequence of the recommendations of the 
Tenth Finance Commis.sion would sti 11 work 
out to less than the transfers on these accounts 
under the previous commission’s award by 
1.1 per cent. If Plan grants arc not taken into 
account, the transfers in 1995-96 would be 
higher no doubt, but only by 6.95 per cent. 
This is nowhere near the enhancement in 
transfers for which credit is sought to be 
given in the budget speech to tlie awaid of 
the Tenth Finance Commission. 

G>ming to transfers by way of central 
Plan assistance to the states, the budget 
speech chooses to make a .sort of tongue-in- 
cheek comparison of the provisions in 
respect of 1995-96 and 1994-95 by deli¬ 
berately understating the figure forjastyear 
on the gk>und that it included a provision 
for Rs 2,680 crore a.s Plan assistance based 
on the Ninth Finance Commission's award. 


The finance minister does, however* speak 
of providing Rs 19,506 crore as centi^ Plan 
assistance to states and union territories in 
1995-96 compared to Rs 19,304 crore in Ibc 
budget estimates for 1994-95. But then he 
chooses not to mention that the budget 
provision he is now making falls short of the 
revised estimate for 1994-95 of Rs 20,827 
crore by as much as 6.4 per cent. This is the 
case even after taking into account the 
extraordinary enhancement of over 100 per 
cent in the provision for the Rural 
Electrification Corporation and for the north- 
eastern union territories. Otherwise the 
shortfall work.s out to 11.1 per cent, i c, 
almo.st twice as much. No less significant is 
the fact that there is a sharper drop in the 
grants component of central Plan assistance 
- from Rs 11,027 crorc to Rs 8,059 crore or 
by 22.5 per cent. In addition, the centre 
makes Plan transfers to the states by way of 
assistance for central and centrally- 
sponsored schemes. The budgetary 
provision on this account of Rs 7,280 crore 
falls .short of last year’s Rs 7,601 crore, but 
is marginally higher than last year’s 
rcvi.scd estimate of Rs 7,123 crore. 

An overall assessment of the budgetary 
provisions for transfers from the centre to 
the states on Plan or non-Plan account 
reveals that while on Plan account there will 
be a decline, which is substantial particularly 
in the grants component, on non-Plan 
account the enhancement is very marginal 
ovei what tlie states would have been entitled 
to under the dispensation of the Ninth 
Finance Commis.sion. The only head under 
which the states have made any substantial 
gain in recent years is that of small savings 
which registered a remarkable growth in 
1994-95. But even here the budget provision 
for 1995-96 suggests a sharp decline. 

The budget documents present a 
comparable set of figures of transfers to the 
states’ net of loan ix:covcries. Interestingly, 
however, the transfers are not netted for 
interest recoveries which arc very sizeable. 
In 1995-96 inicrcstrccovcricsfrom thcstalcs 
are estimated to lx: Rs 13.350crorc, compared 
with loan recoveries of only Rs 4,454 crorc, 
i e, almost 2.9 times as large. If one took note 
of interest rc-coverics along with loan 
recoveries from the states, it turns out that 
there will be a net reverse transfer of Rs 
1,821 crore in 1995-96. 

Can it lx: maintained still that the finance 
minister has been particularly generous 
in effecting fiscal transfers to the states, 
as he has sought to claim in the budget 
speech? 1 s n' t tli e actual s i tu at ion somewhat 
different? 

INDIA-PAKISTAN RELATIONS 

Jaundiced View 

NO less than the Indian government and 
politicians, the Indian press also is often 
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fespoitsible in a large measure for creat¬ 
ing among Indians a lopsided image of 
Pi^istani public opinion, and thereby 
fuelling hostilities. 

A recent example is the manner of using 
Pakistani news reporting by the Indian 
mainstream press in connection with the 
Indo-Pak people-to-peoplc dialogue held in 
Delhi in Felmary - the first of its kind 
involving representatives from non-official 
organisations, trade unions, women's 
groups, academics and artistes of both the 
countries. On the eve of the Pakistani 
delegates' departure for Delhi to attend the 
conference, a virtual tirade was unleashed 
against them in Pakistan by the Pakistan 
Foreign Office, the Jamaat-e-lslami 
politicians and even the Newspaper Editors * 
Council(which urged the journalist members 
of the delegation to desist from visiting 
Delhi). A section of the Pakistani press 
highlighted and editorialised on fears which 
ranged from the ridiculous allegation that 
the Indian sponsors of the Delhi meet and 
the Pakistani delegates intending to attend it 
were RAW agents (the Pak version of the 
Indian government's tendency to denounce 
any Indian urging better Indo-Pak relations as 
an ISl agent!) to apprehensions that such a 
visit would demoralise the Kashmiri militants. 

Indian newspapers picked up these 
negative reports and comments by Pakistani 
officials and politicians and the Indian 
readership was given the impression that 
the entire public opinion in Pakistan was 
ranged against the Indian people and the 
Delhi talks. Yet, even in the midst of this 
spurt of Pak official and media indignation 
against the I>clhi conference, sane voices 
asserted themselves in the Pakistani media. 
One paper, the News, for instance, on 
Februaiy 23 (a day before the Delhi meet 
started), dismissed its government’s 
apprehensions as ’exaggerated' and 
described the Pakistan delegation’s journey 
to Delhi as ’’actuated by the noble desire to 
’.see peace prevail in the subcontinent". It 
then added; "For the hardened politicians, 
bureaucrats and the soldiers on both sides of 
the border, this may be an idle hope, a lost 
cause, and a failure foretold. But for the 
teeming millions in the two countries whose 
future has gone to the dogs of war, this 
represents a worthy attempt to change their 
lives for the better" Curiously enough, such 
dissident voices Were ignored by the Indian 
press. More such instances of blacking out 
similar voices were to occur in the days that 
followed. 

From February 27 onwards (i e. after the 
end of the Delhi conference), one could 
observe adistinctshift in the tone of reporting 
and editorials in the Pakistani press, 
Newspapers like the Fmnl/er Post, Paki^an 
Times and even Dawn (which had earlier 
expressed hostility towards (he Delhi 
meeting) carried reports, editorials and 
commentaries which generally welcomed 


the efforts made hy the noinOfficial groups 
in both the countries for a dialogue. As a 
commentator in Dawn said: "...the 
participants could claim, with a sense of 
satisfaction that they todcaorucialfirststep 
and succeeded in opening up an avenue of 
bilateral dialogue which had been left 
unexplored". A more forthright observation 
was madel>y a Pakistani commentator in 
the.pages of the News of February 28, where 
nailing both his government and its Indian 
counterpart for being trapped by "the 
hypnotic effect of their own rhetoric, by 
forces of revivalism in both the countries", 
he concluded:..the road to peace between 
the two countries is not through the capitals... 
that i.s the political and state machinery, but 
through the people-to-pco|iedialoguc which 
the two states understandably do not want to 
encourage but fortunately are unable to 
control". 

None of the major Indian newspapers till 
today has cared to publish excerpts from ^ 
these positive editorials and commentaries 
that have been carried by the Pakistani 
newspapers. By failing to take account of 
the changing attitude in the Pakistani media, 
the Indian press continue.^ to allow its readers 
to remain stuck with the earlier impression 
that it created by highlighting only those 
Pakistani press reports which quoted the 
belligerent reactions of the foreign ministry 
and Jamaat-e-lslami. 

USA 

New Role for CIA 

US PRESIDENT Clinton has finally come 
up with a nominee to head the CIA, after hi.s 
first choice withdrew - the deputy delcncc 
secretaiy. John Deutch. He will replace 
James Woolsey who resigned in December 
following the Aldrich Ames spy scandal. 
Not a highly coveted job in view of Uie 
demoralisation in the CIA at present. Clinton 
has dangled a carrot by announcing that, if 
Deutch is confirmed, the post would be 
elevated to cabinet level for the first time. 

In is a classic case of bureaucratic self- 
preservation, the CIA after the end of the 
cold war has had to look for a new raison 
d’etre. Zero-based budgeting not being the 
order of the day in Washington, it needs to 
justify the continuance of its (conservatively 
estimated) $ 28 billion allocation. Already 
a laughing stock for its failure to predict tlic 
break-up of the USSR and several other 
momentous political developments of the 
day, for the Ames affair, and for its juvenile 
clock-and-dagger approach to carrying out 
the simplest task, and threatened by 
suggestions from some Congressional 
quarters that it be closed down entirely, the 
CIA last year was forced to undertake an 
internal review to rethink its purpose in life. 
(It is also undergoing an external review by 
a presidential commission.) It came up 


wtib Sf IH% Of subjects on wbicb jt^tkongliti 
it could profitably gather mtelligetice* 
which included drug trafficking, terrorism 
and. ironically, industrial espionage. 

Ironically, because now it has been 
revealed that the CIA has been engaging in 
industrial espionage itself. (Since it has 
already exercised its skills in the other two 
fields mentioned - drug trafricking to fund 
its proxy war in Afghanistan, for instance, 
and terrorism during its numerous covert 
operations to subvert third world 
governments - it should not come as a 
surprise that the CIA should engage in the 
very illegal activities which it is supposed 
to investigate.) France has hccus^ five 
Americans, including the former CIA station 
chief in Paris and his deputy, of political 
and economic espionage, and asked them to 
leave. They were charged with trying to 
bribe high-ranking French officials to 
disclose France's negotiating position in 
recent global trade talks and secrets about 
domestic politics and telecommunications. 
In fact, commercial, industrial and political 
spying in friendly countries is nothing new, 
but according to tacit agreement, such an 
incident normally would not have been 
made public but would have been resolved 
confidentially between the two countries. 
The US state department objected mainly to 
the ‘handling of the affair* by France and 
did not actually deny the allegations 
Apparently the scandal was leaked by 
someone in the French government for 
political reasons, to deflect public attention 
from the wire-tapping scandal 

Whatever the details of the case, the 
continuation of spying activitic.s by the CIA 
for commercial ends i.s noteworthy. Since 
the ‘new world order’ is above all an 
economic order with the US at its epicentre, 
it makes .sense for the US to utilise its 
intelligence-gathering agencies to further 
its commercial goals. CIA officials already 
have acknowledged that the agency is 
beginning to shift the focus of its activities 
from security and defence concerns to 
collecting economic intelligence, In view 
of the Clinton administration’s aggressive 
international tradepolicies, which arc aimed 
at promoting exports to reduce the huge U$ 
trade deficit, and its view that the ’big 
emerging markets', including India, will be 
the ’battlefields' of the new competition 
among (he OECD countries, the potential 
use of this instrument of economic ’war' 
should not be taken lightly. Jeffrey Garten, 
US under-secretary of commerce, has been 
quoted as saying, ’’It promises to be a bloody 
fight. The contracts are big, tlic process of 
awarding them highly intertwined with local 
and international politics." This view, 
coupled with the CIA's enthusiasm to 
produce some concrete intelligence with 
which to impress its masters, does not augur 
well for the creation of the much talked- 
about 'level playing field' for world trade. 
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COMPANIES _ EPyf Research Fouadaton 


S1EMB4S andia) 

Opportunities in Power 

SIEMENS (INDIA), with its core com¬ 
petency in the infrastructure sector of power, 
telecom and transportation, has declared a 
dividend of 45 per cent in 1993-94 against 
35 per cent in the previous year. The 
government’s decision to throw open power 
to the private sector has been welcomed by 
Siemens. The company came out with a 
rights issue, enhancing its capital base. Net 
sales were up by 32 per cent, while profit 
after tax moved up by 27 per cent. The 
company bagged export orders from 
Malaysia, Indonesia and Egypt. Siemens 
AG and the company together have secured 
the contract from the Gujarat Torrent Energy 
Corporation for the execution of a 655 MW 
dual fuel combined cycle power plant to be 
set up at Gandhar near Bharuch in Gujarat. 
Siemens alsi> has the largest share t)f the 
power equipment market in India, with 50 
per cent of the country’s installed power 
generation capacity being Siemens 
technology. 

The company is diversifying intt> the 
optical fibre industry and is setting up an 
optical fibre plant at Aurangabad at an 
investment of Rs 30 crorc. Tlie plant is to 
start operation in the current year. Another 
Rs 50crore project has alst) been undertaken 
to set up a statc-of-lhe-ait transmission 
equipment plant in Calcutta. Siemens 
Telematics of Calcutta is being merged with 
Siemens (India). Tlic company has been 
restructured and the number of divisions has 
gone up from six to 10. Exports arc being 
handled by a separate division. Each division, 
earlier headed by a director, will now be 
under the charge of an executive vice- 
president. 

The company is engaged in modernisiiig 
the .signalling system oflndian railways and 
is introducing safety .sy.stems using optical 
devices. Tliese are to be tested in the suburl>un 
networks in Bombay. Tlie company recently 
executed a signalling model nisation contract 
in Bangladesh worth $1 million. 

The R and D department has developed 
new products like induction generators for 
250 KW wind mills, inverter systems for AC 
passenger coaches for railways, HPABX 
equipment up to2,000lines and a new starter 
for the agricultural market. The company 
invested Rs 321 lakh on R and D in the year. 

BLUE STAR 

New Projects 

Blue Star, the diversified engineering 
compiany with foci^on air-conditioning and 


refrigeration, ha.s declared a dividend of 25 
per cent fpr 1993-94 against 23 per cent in 
the previous year. Net sales rose by 13 per 
cent, operating profit by 96 percent and net 
profit by 46 per cent. The improved 
performance is being attributed to factors 
such as concentration on areas of u^mpetitive 
advantage like air-conditioning projects and 
marketing and servicing of .sopbi.sticated 
imported equipment, Unremuncrative 
activities including EPABX and allied 
products have been phased out Declining 
intere.st rates and lower borrowing and strict 
control of operating cost helped in raising 
profits. 

The company signed an MOU with 
Comprimo BV of Netherlands to bid for 
turnkey projects m the petrtx;hemicals and 
refineries sector. Comprimo B V h as ex pcrli.se 
in areas including onshore/offshorc oil 
production, tdl refinery, natural gas 
procc.ssing and tran.smission, ga.s treatment 
and sulphur recovery, petrochemicals, 
chemicals and polymers, energy and 
utility systems and oil and gas pipelines 
The company has also entered the 
software export business. Blue Star is the 
market leader in central air-conditioning 
plants and has a technical tic-up with 
York of the US The company launched 
cordless remote-control window air- 
conditioners in last December. The 
company's commercial equipment has a 
range of alliances. For its dry-clcaiiing 
machines it has a tie-up with Donini 
International of Italy, with Ejnan Jensen 
of Denmark for feeder, folder and'stickers 
and with Electrolux of Sweden for kitchen 


and laundry equipment. The medical 
equipment division sells Hitachi CT 
scanners and has maintained its leadership 
in tiic market. 

The company recently bagged the 
contract to erect an ammonium sulphate 
unit at the Durgapur steel plant. This 
contract, in as.sociation with Projects and 
Development India (PDIL), is to be 
implemented on turnkey basis and SAIL 
is to fund it. The plant is scheduled to be 
commis.sioncd by 1996* While Blue Star 
would look after fabrication and erection 
and planning and project management, 
PDIL would take care of detailed 
engineering work, design and supervision 
of erection 

Blue Starjs also planning to set up a 
new greenfield plant for manufacture of 
window and split air-conditioners at an 
estimated cost <^1 Rs 30 crore. The 
company plans to import technolc^gy for 
this and the plant is to be a highly auto¬ 
mated one that would manufacture ‘top 
of the line’ air-conditioners of 1 to 2.5 
tonnes capacity. The company currently 
produces 7.500 windows ACs and 
5,000 split ACs For the new plant the 
company envisages a capacity of 25,000 
window ACs and 25,000 split ACs in 
the initial stage. Production at the new 
plant will commence from 1996 end. 
Some of the production is to be exported 
to west Asia. 

An expenditure of Rs 4K lakh was 
incurred by the company on its research 
and development activities. New product 
development, extension of the existing 
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The Week^s Compante 


(Rs lakh) 


Siemens Blue^Slar Hoechst JagatJIt ITC Classic 

Financial Indicators _ Indnstries Finance 

March March March March March March March March March March 
' 1994 1993 1994 1993 * 1994 1993 1994 1993 1994 1993 


Incomc/npproprintions 

1 Net sales 

2 Value of production 

3 Other Income 

4 Total income 

5 Raw materials/stores and spares 
consumed 

6 Other manufacturing expenses 

7 Remuneration to employees 

8 Other expenses 

9 Operating profit 
10 Interest 

1] Gross profit 

12 Depreciaijon 

13 Profit before tax 

14 Tax provision 

15 Profit after tax 

16 Dividends 

17 Retained profit 
Liabiiities/assets 

18 Paid-up capital 

19 Reserves and surplus 

20 Long term loans 

21 Short term loans 

22 Of which bank borrowings 

23 Gross fixed assets 

24 Accumulated depreciation 

25 Inventories 

26 Total asseis/liabilities 
Miscellaneous items 

27 Excise duty 

28 Gross value added 

29 Total foreign exchange income 

30 Total foreign exchange outgo 

Key financial and performance ratios 

31 Turnover ratio (sales to total tisscts) (%) 

32 Sales to total net assets (%) 

33 Gross value added to gross fixed 
assets (%) 

34 Return on investment (gross profit 
to lota] assets) (%) 

35 Gross profit to sales (gross margin) (%) 

36 Operating profit to sales (%) 

37 Profit before lax to sales (%) 

38 Tax provision to profit before tax (%) 

39 Profit after tax to net woiih 
(return on equity) (%) 

40 Dividend (%) 

41 F'>aming per share (Rs) 

42 book value per share (Rs) 

43 P/E ratio (bused on latest and 
corresponding last year's pnee) 

44 Debt-equity ratio (adjusted lor 
revaluation) (%) 

45 Short term bank borrowings to 
tnvcnlones (%) 

46 Sundry creditors to sundry debtors (%) 

47 Total remuneration to employees 
to gross value added (%) 

48 Total remuneration to employees 
to value of pnxluction (%) 

49 Gross fixed assets fonnalion (%) 

50 Growth in inventories (%) 
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range oi products, vslue engineering and 
product modifications were some of the 
activities underuken in 1993*94. 

HOECHST 

ExportAward 

Hoechst India, theOerman phannaceuticals 
and chemicals multinational, ha.s done well 
in 1993-94. N et aalta were up by 22 per cent 
(Rs 61.27 crorc), operating profit by 49 per 
cent (Rs 14.32 crore) and net profit by 216 
percent (Rs 6.46crore). Taxation was higher 
by 485 per cent (Rs 11.06 crorc) and 
depreciation by 8 per cent (Rs 72 lakh), 
though interest charges were marginally 
down by 4 per cent. Other income was up 
by 50 per cent (Rs 2.31 crore) and non¬ 
operating profit by 443 per cent (Rs 3.28 
crore). A dividend of 25 per cent has t)cen 
declared. Rxports were up by 158 |>cr cent 
(Rn 19.02 crore). 

Consumption of raw materials to value 
of production declined by 4 percentage 
points in the year Return on investment 
was up by 6 percentage points . Faming 
per share rose from Rs 3 in 1992-92 to 
Ks 8 in 1993 94. Short-term bank 
borrowing to inventories fell by 33 
percenlagc points. Hxporis lo sales rose by 
5 percentage points 

The domestic phannaceutical business 
performed well. Among new products, 
Rabipur did exceedingly well, while 
Rotane did well in the anli-pcptic ulcer 
market. Tt)wards the eiul id* the yeai the 
company launched Cardace, which it 
hopes will do well along with Renedil in 
the aiili-hyperlen.sivc market. Aggressive 
marketing and improved availability of 
ncw malerialsincmased sales of Hostathion. 
Are Ion re-established itself as the large.sl 
.selling soprotuon brand. HexU, u house¬ 
hold insecticide, was launched during 
the year and is said to be doing well. 
Sales of animal health products also did 
well in the year. The company received 
industrial licences for manufacture of 
loxercin tablets, ibuprofcn tablets, 
ramipril substance and other pharma¬ 
ceutical products. The company incurred 
an expenditure of Rs 16.7 crore on 
expansion so as to double the capacity 
of its agrochemicals plant in Ankleshwar 
for tria/oplous production. The company 
won the Indo-Gcrman Chamber of 
Commerce award for outstanding export 
performance by an Indo-Gcrman joint 
venture in 1993. 

Hoechst invested Rs 796 lakh on its 
R and D activities in the 1993-94. The 
company has its research centre in Bombay 
where work on now leads in treatmeni 
cardiovascular, rheumatoid and metabolic 
diseases is going on. 


JAGATJITINDUSTRIES 

Fresh Investment 

1 ncorporated as Jagatj it Distillciy and Allied 
Industries in 1944, the company's name was 
changed to Jagatjit Industries in 1967 and 
it has diversified into manufacture of glass 
andPETTcontainers and snack foods, though 
distillery products and malted milk food 
account for about 80 per cent of its total 
turnover. The company has invested Rs 75 
crore in food and liquor, including on the 
setting up a Rs 20 crore grain-based alcohol 
plant in UP. with an annual capacity of 
10,000 HL. The capacity of the existing unit 
atHamira is also being doubled from 40.000 
HL per annum to 80,(X)0 H L The company’s 
product.^ are predominantly grain-based with 
le.ss dependence on molas.scs. In 1993 the 
government -decontrolled prices of molasses, 
following which prices skyrcKketed from 
Rs 240 per mt to Rs 2,400 per mt, crippling 
the alcohol-based industry. The state 
governments aKo banned inter-state move¬ 
ment of molas.scs, which further worsened 
the situation. Moreover, thegovemmenthas 
allowed the entry of international Scotch 
majors such as United Distillers, Seagrams 
and Grand Metropolitan in joint ventures 
with Indian companies. The company plans 
lo export its beverages. It has entered into 
a 50:50 joint venture, Hiram Walker(lndia), 
with Hiram Walker of UK and launched a 
brand ol Scotch whisky in India. 

Sales went up by 16 per cent (Rs 31.68 
crorc). operating profit by 23 per cent 
(Rs 6.08 crore) and profit after tax by 47 
per cent (Rs 3 08 crorc). Fall in other 
income and non-operating profit and 
increase in taxation and depreciation held 
margins down. Exports were up by 98 per 
cent (Rs 6.38 crorc). Sales to exports ratio 
was up by 2 percenlagc points. Short-term 
loans were down by 16 per cent and bank 
borrowing by 21 per cent, A dividend of 
35 per cent was declared for the year. 
Return on investment fell by 3 percentage 
points. EPS rose to Rs 7 in 1993-94 from 
Rs 5 crorc in 1992-93. 

ITC CLASSIC FINANCE 

New Ventures 

Originally Classic Finance, ITC Classic 
Finance is a premier non-banking financial 
institution. It has offices in Bombay, 
Bangalore, Calcutta, Delhi, Hyderabad, 
Madras and Dubai. The company has done 
well in 1993-94. Turnover was up by 101 
per cent (Rs 52.37 crorc), operating profit 
by 71 per cent (Rs 33.55 crore) and net 
profit by 129 per cent (Rs 9.75 crorc). Fall 
in other income by Rs 4.44 crorc was offset 


byincreaacmnon-qperatingprolltbyRs 3^8 
crore. Depreciation was higher by 43 per 
cent and interest charges by 82 percent The 
company declared a dividend of 43 per cent 
for 1993-94 against 36 per cent in the 
previous year. Debt-equity ratio has fallen 
in the past three years. Earning per share rose 
from Rs 5 in 1992-93 to Rs 13 in 1993-94. 
Net value added increased from53 percent 
in 1991-92 to 60 per cent in 1992-93 and 
68 per cent in 1993-94. Retum on investment 
fell from 11 per cent in 1991 -92 to 9 per 
cent in 1992-93 and 3 per cent in 1993-94, 
ITC Classic Finance and Thread Needle 
Asset Management, the investment arm of 
BAT Industries, launched a joint venture to 
introduce a series of asset management 
products. A new company is lo be set up 
for financing housing and real estate 
development. With its high net worth, the 
company is able to undertake profitable 
underwriting business and is also enhancing 
its borrowing capacity and financial 
flexibility. As fivcorporate finance, itintends 
to continuedoing domestic placements. The 
company expects to strengthen its capital 
market operations by entering share and 
stock broking. It has received sanction from 
SEBl for launching a mutual fund. Its Dubai 
branch continued to provide value added 
investment advi.sory service.s along with 
specialised consultancy services to both 
locals and NRls in Dubai. Its also continues 
to extend comprehensive facilities to Indian 
companies to market their equity issues to 
NRIs. The company has two sub.sidiarie.s. 
Classic Credit and Classic Share and Stock 
Broking Services. 
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CURRENT STATISTICS _ gPIT Rw<Tch Fo^iwlimo^ 

The geoeni index of industrial production (f980«9l3;t00) rose by 8.7 per cent during April*November 1994. with mnnufaclurHig showing the 
highest rise of 9.2 per cent. Within mnnufncturing. the sharpest growth has taken place in capital goods f24.7 per cent), followed by consumer 
durables (tO.4 per cent). Among the major groups, electrical machinery and appliances rase by 31.4 per cent and transport equipment and parts 
by 13.5 per cent. Among infrastructure Industries, crude petroleum rose by 19.6 per cent, electricity by 8.9 per cent, fertilisers hy 10 to 47 per cent 
and cement by 8.4 per cent. 

Macroeconomic Indicators 


Intel Nambci* or WhokMrfe Weights Mar IS,; _Variation IPer CeBn;Poiitt-to-Point- 

Priea tl981-82al00^ \995 Over Over 12 Montha Racal Year So Fa r 1993-94 1992-93 1991-92 1990-91 

Month Lateal Ptevioua 1994-95 1993-94 
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Fixid Index (computed) 

All Commodities (Average Basis) 
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Latest 



Variation (Per Cent); Point-to-Point_ 


Cost of living Indices 

Month 

Over 

Over 12 Months Fiscal Year So Far 

1093-94 

1992-93 1991-92 1990-91 



Month 

Latest Previous 1994-95 

1993-94 




Indusirittt Workers (1982=100> 


289* 

0.3 

9.9 

9.1 8.2 

8.2 

9.9 

6.1 

13.9 13.6 

lirban Non*Man Lmp (1984*85=100) 
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Money and Banking (Ks crore) 

1995 


Over 

I'lscal Year So Far 

199.3 94 

1992*93 

1991-92 




Month 

l9'M-95 

1993*94 





Money Supply (M.) 

Currency with I^hlic 

505272 

2382 (0.51 

71706(16.5) 

63467(17.3) 

66741 (18.2) 

49344 (15..5) 

51653(19.4) 

l()()581 

2573 (2.6) 

18383 (22.4) 
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4U2311 

2335 (0.6) 

53471 (15.3) 
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43392 (20.5) 

Net BankC'redit toOovt Sccioi 

21K620 

1392 (0.6) 
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27548(15.6) 

17975(11.4) 

18070(12.9) 

Dank (Yedit to ('omml Sector 

275889 

3679(1.3) 

38686(16.3) 

14322 (6.5) 

17068(7.8) 

32141 (17.1) 

16225 (9.4) 

Net Ft>reign Exchange AssetN 

71727 

1082(1.5) 

18000 (33.5) 

24105 (96.6) 

28775 (15.3) 

3726(17.6) 

10645 (100.6) 

Reserve Money (March 10. 1095) 

173761 

8352 (4.81 

35139(25.3) 

26024 (23.5) 

27841 (25.1) 

11274 (11..3) 

11726(12.4) 

Net RBI CYedtt to Centre 

99740 

.3028 (3.0) 

2957 (3.1) 

4033 (4.2) 

263 (0.3) 

4257 (4.6) 

5904 (6.7) 

Scheduled Commercial Banks (March 17. 19<J5) 








DepasiLs 

165969 

2988 (0.8) 

50837(16,1) 

45935(17.1) 

46560(17.3) 

37814(16.4) 

38216(19.8) 

Advances 

201696 

4796 (2.4) 

37278 (22.7) 

11212(7.4) 

12436 (8.2) 

26390 (21.0) 

9291 (8.0) 

Non-Food Advance.s 

1KK.542 

5294 (2.8) 

35031 (22.8) 

6668 (4.6) 

8272 (5.7) 

24317(20.1) 

9127 (8.2) 

Investments 

147899 

-457 (-0.3) 

15376(11.6) 

25955 (24.6) 

26867 (25.4) 

15460(17.1) 

15131 (20.2) 


Index Nnmbcn of ImhMtrfail Weight* Nov Averaye for Fiscal Year So Fa r_Varution fPer Cenil: Fi*-cal Year Average*_ 

PniducUon 11980-81=1(101 1W4 19>)4.»).S l9*J3-*)4 1991-<14 19 ') 2-93 1991-02 1990-91 1989-90 1988-89 1987-88 


(ieneral Index l(H).U 251.6 236.5(8.71 217.6(4.11 .1.0 2.3 0.5 8.4 8.6 8,7 7.3 

.Mining and Quarryint! 11.5 2.56.0 223.8(6.71 2(W.7(3.I1 2.S 0.5 0.9 4.5 6.3 7.9 3.8 

Manuladuniig 77.1 242.3 228.4 (9.21 209.2(3.61 2.2 2.1 3.0 9.1 8.6 8.7 7.9 

Electricity 11,4 310.5 304.1 (7.81 282.1 (7.51 7.3 5.1 8.5 7.8 10.8 9.5 7.7 



mjjKM 

Month 

Year 

1994-95 So Far 

1993-94 

End of Fiscal Year 1 

Capital Market 


Ago 

Ago 

Trough Peak 

Trough Peak 

1993-94 

1992-93 1991-92 

BwSE Seitsilive Index (1978*79=100) 

3472 

(-9.5) 

3498 

3836 

(59.2) 

3261 4604 

2037 4286 

3779 

(65.7) 

2281 4285 

(_46.8) (266.9) 

NaUonxI Index (1983-84=100) 

1691 

(-9.5) 

1700 

1868 

(74.4) 

1606 2176 

934 20.50 

1830 

(79.2) 

1021 1968 

(-48.1) (234.1) 

Foreign Trade 

Jtui 

1995 

Cmnulative for Fiscal Year So Par 1993*94 

1994-95 1993-94 

i ’ W25T 

1091-92 

1990-91 


Exports: Rs crore 

7979 

65482 (17.3) 

55825 (33.2) 

69547 (29.5) 

53688 (21.9) 

44042 (35.3) 

32553(17.6) 

US $mn 

2.543 

20871 (17.3) 

17790(21.4) 

22173(19.6) 

18537 (3.8) 

17866 (-1.5) 

18143(9.1) 

Imports: Rs crore 

7434 

71248 (23.6) 

57649(10.4) 

72806 (14.9) 

63375 (32.4) 

47851 (10.8) 

43193 (22.0) 

US $mn 

2369 

22708 (23.6) 

18380(0.7) 

23212(6.1) 

21882(12.7) 19411 (-19.4) 

24073 (13.2) 

Non-POL US $ mn 

1896 

180.34(31.9) 

13671 (1.9) 

174.56(10.6) 

1.5782 (12.3) 14047 (-22.2) 

18045 (3.1) 

Balance of Trade: Rs crore 

545 

-.5766 

-1824 

-3259 

-9687 

-3809 

-10640 

US $ nin 

174 

’ -18.37 

-590 

-1039 

-3.345 

-1.545 

-5930 


Mar 24, Mar 25. Mar 31, 
Fnnipt EiduMge Rcaervea 1995 1994 1994 

(eSiBliiding gold) 


Ra«rore 63154.0 47276.0 47626.0 

USSmn 20.565.0 15095.0 15176.0 


__ yiir i iHkM<?vcrM _ 

Month Year Fiacal Year .So Far 1993-94 1992-93 1991-92 1990-91 

Ago Ago 1994-95 19<)3-'>4 

1S04.0 15878.0 15528.0 27080.0 27430 5385 10223 -1383~ 

6.35.0 5470.0 5389.0 8643.(1 8724 731 3383 -1137 
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bidiistrial Production 

Index NoMlMt* AT IMiu^ 

Prodacdont UM>B«Md 

ClwHillcatlaB Weight* 

(1<>80-81»I00) 


Nov 

1994 

Nov Apr.Nov 
1993 1994-95 

Apr-Nov 

1993-94 

1993-94 1992-93 

1991-92 

1990-91 1989-90 

Basic industries 

394.18 


266.3 

239.1 

249.4 


239.3 

242.4 

232.9 

226.9 

213.1 

199.4 




(IM) 

(2.9) 

(4.2) 


(7.6) 

(4.0) 

(2.6) 

(6.5) 

(6.9) 

(3.4) 

Capital goods industries 

164.27 


309.2 

250.7 

28B.3 


231.2 

253.2 

266.5 

266.8 

291.7 

251.4 




(23.3> 

(-3.4) 

(24.7) 


(-7.8) 

(-5.0) 

(-0.1) 

(-8.5) 

(16.0) 

(21.7) 

Intermediate gocKls industries 

205.07 


210.7 

199.0 

200.0 


198.7 

203.0 

182.6 

173.2 

176.9 

168.8 




(5.9) 

(6.2) 

(5.2) 


(9.7) 

(11.2) 

(5.4) 

(-2.1) 

(4.8) 

(4.2) 

('‘onsumer goods industries 

236.48 


222.6 

107.4 

203.1 


188.4 

197.6 

194.3 

190.8 

189.0 

177.0 




(12.8) 

(2.9) 

(7.8) 


(3.5) 

(l.T) 

(1.8) 

(1.0) 

(6.7) 

(6.5) 

Consumer durables 

25.50 


396.0 

344.1 

378.4 


342.9 

366.6 

317.8 

320.6 

359.7 

325.0 




(15.1) 

(4.0) 

(10.4) 


(12.7) 

(15.4) 

(-0.9) 

(-10.9) 

(10.7) 

(2A) 

Consumer non-durables 

210.98 


201.6 

179.7 

181.9 


169.7 

177.4 

179.4 

175.1 

168.1 

159.1 




(12.2) 

(2.6) 

(7.2) 


(1.5) 

(-1.1) 

(5.1) 

(4.0) 

(5.7) 

(7.6) 

Groupwise Index Numbers 













of inda.strfail Productliin 













20-21 hood products 

5.33 


207.8 

160 4 

129.7 


121.7 

158.6 

175.0 

176.5 

169.8 

150.9 




(2.7) 

(8 0) 

(6.6) 

( 

-II.O) 

(-9,4) 

(-0.8) 

(J.9) 

(12.5) 

(1.6) 

22 Beverages, tobacco and 

1.57 


114.3 

107.2 

120.6 


124.0 

137.9 

113.7 

107.3 

104.8 

103.0 

tobacco product.^ 



(6.6) 

(5 4) 

(4.5) 


(12.6) 

(21.3) 

(6.0) 

(2,4) 

(1.7) 

(11.8) 

23 Cotton textiles 

12.31 


153.5 

151.4 

1,54.7 


L53.3 

154.4 

150.1 

139.0 

126.6 

112.3 




(L4) 

(1.7) 

(0.9) 


(4.6) 

(2.9) 

(8.0) 

(9.8) 

(12.7) 

(4.2) 

25 Jute, hemp and mesia textiles 

2.(X) 


110..1 

107.5 

85.8 


102.1 

101.1 

87.0 

90.8 

101.6 

91A 




(2.6) 

(20.4) ( 

-16.0) 


(20.3) 

(16.2) 

(-4.2) 

(-10.6) 

(4.3) 

(-4.4) 

26 Textile prinluct^ (inci wearing 

0.82 


70.8 

79.0 

78.2 


70.6 

73.6 

75.8 

97.2 

103.2 

151.7 

apparel other than tcx>iwcar) 



-10,4) 

(1.7) 

(10.8) 


(-9.8) 

(-2.9) 

(-22.0) 

(-5.8) 

(-32.0) 

(13.0) 

27 Wood and wmxi products, 

0.45 


104.0 

201.7 

193.4 


173.0 

100.8 

190.3 

185.1 

197.2 

176.0 

turmture and tixture*; 



(-3.41 

(16.0) 

(11.8) 


(4.9) 

(0.3) 

(2.8) 

(-6.1) 

(!2.0) 

(2.5) 

28 Paper and paper pn>duci.< and 













printing, publishing and 

3.24 


257.2 

227.8 

242.8 


218.5 

224.4 

210.9 

203,0 

198.0 

181.5 

allied industne.s' 



(12 0) 

(10 5) 

(ILI) 


(3 8) 

(6.4) 

0.9) 

(2.5) 

(9.1) 

(6.0) 

20 Leather, leather and tur 

0 40 


185.0 

187.4 

209.8 


200.5 

199.2 

187.7 

181.3 

194.3 

188.3 

pr<viucts (except repaii) 



(-0.8) 

(-3 3) 

(4.6) 


(11.1) 

(6.1) 

(3.5) 

(-6.7) 

(3.2) 

(6.2) 

30 Rubber. pla.stiL, peti oleum and 

4 (M) 


1786 

161 0 

103.8 


175.0 

177.2 

175.6 

172.1 

174.0 

173.5 

coal products 



(10.0) 

(-0 0) 

(10.2) 


(1.2) 

(0.9) 

(2.0) 

(-1.1) 

(0.3) 

(3.1) 

31 C2henucals and chemical 













product’s except [>etr<»leum 

1251 


330.4 

302 4 

320.2 


291.5 

297.4 

276.9 

261.2 

254.1 

247.6 

and coal prtxluc^ 



(12.2) 

(6.0) 

(9.8) 


(7.3) 

(7.4) 

(6.0) 

(2.8) 

(2.6) 

(4.6) 

Non-metallic minei.il punlucls 

3.(X) 


223.4 

107 3 

223.3 


209.5 

215.1 

209.0 

205.2 

193.1 

189.9 




(13.2) 

(-0.1) 

(6.6) 


(14.2) 

(2.9) 

(1.9) 

(6.3) 

(1.7) 

(2.9) 

13 D.wc metaJ and .dloy tndustne.^ 

0 80 


100.3 

173.3 

183.5 


173.6 

177.4 

168.4 

167.9 

158.8 

143.7 

- 



(0.8) 

(0.2) 

(5.7) 


(6.2) 

(5.3) 

(0.3) 

(5.7) 

(10.5) 

(-0.8) 

34 Metal ptcHluctv and pal tv 













except machinery and 

2.20 


150.1 

125.1 

138.6 


125.8 

127.5 

125.1 

133.1 

143.1 

142.6 

tran.sport equipment 



(20 0) 

(0.6) 

(10.2) 


(-0.1) 

(1.9) 

(-6.0) 

(-7.0) 

(0.4) 

(6.8) 

35 Machinery, machine Uxds 







* 






and parts except electrical 

6.24 


177.9 

191.3 

I80.I 


180.3 

186 7 

180.9 

183.3 

186.9 

171.9 

machinery 



(-7.0) 

(1.5) 

(-0.1) 


(3.3) 

(3.2) 

(-1.3) 

(-1.9) 

(8.7) 

(6.7) 

36 Electrical machinery, apparatus 5.78 


613.3 

438.6 

532.1 


405.0 

450.2 

482.2 

493.7 

563.6 

459.2 

and appliances 



(39.8) 

(-4.8) 

(31.4) 

( 

-11.4) 

(-6.8) 

(-2.1) 

(-12.4) 

(2.7) 

(31.9) 

37 Transport equipment and parts 

6.30 


229.4 

210.2 

221.9 


195.5 

212.6 

200.6 

191.1 

192.5 

181.1 




(9.1) 

(0.2) 

(13.5) 


(4.0) 

(6.0) 

(5.0) 

(-0.7) 

(6.3) 

(5.0) 

1 38 Other manulactunng iiidustnes 0.90 


283.1 

234.4 

252.2 


268.6 

262.9 

280.7 

269.9 

321.8 

333.2 




(20.8) 

(-14.5) 

(-6.1) 


(-1.1) 

(-0.3) 

(4.0) 

(-16.1) 

(-3A) 

(90) 

Total manutaclunng 

77.11 


242.3 

213.0 

228.1 


209.2 

205.5 

210.6 

206.2 

207.8 

190.7 




(13.8) 

(1.5) 

(9.2) 


(3.6) 

(2.5) 

a.i) 

(-0.8) 

(9.0) 

(8.6) 

Core IiidiMtries 






Cumulative for 






Unit 

January 


Variation Over 

Fiscal Year So Far 






1995 

Month Year 

1094-95 

1993-94 

1993-94 

1992-93 

1991-92 

1 Coal MnTn 

25.6 

0.5(2.0) 0.3(1.2) 

196.6(3.0) 

190.9(4.3) 

246(3.4) 

238(3.9) 

229(8.3) 

1 Electricity generation Mn Kwh 31203 

-.569(- 

-1 8) 2454(8.5) 

289073(8.9) 

266120a.0) 323323C7.4) 

300989(5.0) 286700(8.5) 

Crude petroleum 000 tons 

28.5 

-0.4(- 

-1.4) 5.2(22.3) 

267.2(19.6) 

223.3(- 

1.6) 

27015(0.3) 

26945(-lI.2) 30340(-8.2) 

Petroleum products 0(X) tons 

45.6 

-L7(- 

■3.6) -2.7(-5.6) 

469.8(3.8) 

452.4(0.8) 

54344(1.6) 

53487(10.6) 48350(-0.4) 

Saleable steel (main plants) (KX) U)n.s 

1427 

289(25.4) 111(8.4) 

12932(7.8) 

n999(-2.5) 

11981(5.7) 

11333(12.6) 10570(-1.1) 

Cement lakh tons' 

.54,8 

-0.2(-0.4) 6.4(13.2) 

508.3(8.4) 

468.9(6.2) 

57833(6.8) 

54I40(-5.5) 

57100(4.0) 

Fertilisers (N) 0(X) tons 

734 

2(0.3) 81(12.4) 

6588(10.4) 

5966(-2.8) 

7274(-2.*l) 

7431(1.2) 

7300(4-4) 

Feitilisers (PO) (XX) ton.s 

204 

1(0/4) -7(-3.3) 

2065(46.8) 

1407(-28.2) 181(K-2LO) 

2292(- 

10.5) 

2560(24,9) 


Notes: (i) Superscript numernt denotes month to which figure reUtes, e g, superscript ^ stands for July, (ii) Figures in brackets are percentage vartations 
over the period specified or over the oomparaMe period of the previou* year, (iii) ^ means not available. 
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MONEY MARKET REVIEW 


EPW Research tmindatioB 


Saving Shortage: Ominous Portent 


Jusi when there was need for rates of interest on government debt and 
commercial sector borrowing to be moderated^ there is taking place 
a stiffening of rates. Reflecting the shortage of domestic savings this will 
have its impact on both the level of economic activity and the external 
balance, besides worsening the government's debt burden 


I 

Policy Events 

MARCH was marked by several significant 
announcements - the central budget and the 
government's borrowing programme, 
guidelines for the enlistment of primary 
dealers in government securities, the 
introduction by RBI of the auction system 
as an additional tool in its armoury of open 
market operations and one-time relaxation 
of the requirement of maintaining the daily 
average CRR for the first 13 days of the 
reporting fortnight from 85 per cent to 50 
per cent for the fortnight beginning April 1. 
While the steadfast pursuit by the authorities 
of institution and instjument development in 
the money market is beginning to have some 
impact on nairowing the amplitude of 
fluctuatKMis in money market rates, the 
process of unwinding from the distortions 
of earlier policies, including the forced pace 
of financial sector changes, remains 
incomplete. Tile externally-injected liquidity 
thiough portfolio inllows created a situation 
of liquidity abundance, giving an artificial 
impression of large domestic financial savings 
when in fact financial savings as well as 
overall domestic saving ratios have tended 
to decline Secondly, there are some signs 
of disintermediation giving rise to a relatively 
more severe shortage of resources with bunks. 
Thirdly, ol the financial lesources diverted 
in favour of the non-bank intermcdiutes. a 
relatively higher proportion has been 
absorbed in secondary capital markeis. thus 
accentuating tlie shortage of short-term as 
well as long-term prtmaiy capital required 
forpnxluctive sectors. As itis. thecommcrciai 
banks as well as the UTI are stuck with llieir 
asset portfolios which they cannot unwind 
bccau.se of their fulling asset prices. Finally, 
as urcsultofthese factors, just the time when 
the rates of interest on government debt as 
well as commercial sector boiTowings arc 
required to he moderated, there has arisen 
a situation of stiffening of tlie rates. Apart 
from furClierdcteriorution in the govcmmenl ’ s 
debt burden, the impending shortage of 
domestic savings and (he increase in rates 
of interest may impinge on both the process 
of economic recovery and the external 
balance. 

Budget and Borrowings 

As per the revised estimates for 1994-95, 
total borrowings of the central government. 


consisting of (a) regular market borrowings, 
(b) ‘other medium- and long-term loans’ 
which mean zero coupon bonds, partially 
paid stock and conversion of treasury bills, 
and (c) 364-day treasury bills as short-term 
borrowings arc estimated at Rs 24,040 crore, 
thus falling short of the targetof Rs 26,700 
crore by Rs 2,660 crore. As a result of the 
stiffening of the short-term rates of interest, 
short-term bt)rrowing.s effected through 364- 
day treasury bills aggregated only Rs 3,340 
crore against the target of Rs 12.(K)0 crore. 
Tlicreforc, under the short-term category, the 
budget for 1995-96 places a target of only 
Rs 4,387 crore but it is perforce made to 
budget for a borrowing of Rs 19,000 crore 
under ‘other medium and long-term loans’ 
as there are over Rs 12,000 crore 364-day 
treasury bills which would mature. 

Apart from the' government’s own 
borrowing requirements, the budget has 
placed a target of Rs 8.3.54 crore to be raised 
i)y the public sector undertakings (PvSUs) 
during 1995-96 as against the revised 
estimates of Rs 7.234 crore and reported 
actual borrowing ol only about Rs 3.000 
cix^re (gross)during 1994-95. Furthermore, 
besides tlie disinve.stment target of Rs 7,000 
crore for the government holdings of PSD 
equities against the actual achievement of 
only about Rs 3.200crore in 1994-95. a large 
numberof banks, public financial institutions 
and non-financial companies have lined up 
for raising fresh capital from the market in 
1995-96. All t)l these are likely to impose 
a U'cmendous pressure on tlie money and 
capital markets m the ensuing months. The 
su-ain oti the Centre’s budgetary resources 
will be all the morcsevere because in keeping 
with the agreement with the central bank, the 
government has reduced the conventional 
budget deficit trom Rs 6,000 crore in 1994- 
95 to Rs 5.(KK) crore for 1995-96. 


Primary Dealers 

The announcement by the RBI on March 
29 of guidelines for the conferment of the 
sutus of primary dealers in the government 
securities market is a landmark in the pioce.ss 
of institution development in the Indian 
money market. Patterned on the system of 
primary dealers in the US, the guidelines 
specify that institutions eligible to apply 
would be subsidiaries of banks and financi^ 
institutions as well as companies registered 
under the Companies Act dedicated 
predominantly to the securities busines.s and. 
in particular, to the government securities 
market. In the US, of 38 designated primary 
dealers, 14 operate as departments of 
commercial banks and the remaining 24 are 
non-bank institutions. Apart from the net 
owned funds of Rs 50 crore each and 
prescribed minimum capital standards on 
risk-weighted asscLs. the primary dealers 
should have standing commitments with the 
RBI on minimum bids and success ratios in 
bids as well as on underwriting in government 
paper auctions, on firm two-way quotes and 
on certain annual turnover. Some i.ssues may 
arise in implementing the guidelines such as 
whether the two-way quotes could be for 
new securities only or whether they should 
cover all outstanding securities. 

Open Market Operations 

The liquidity crunch at the short end has 
been rendering the open market operations 
of the Reserve Bank in recent months an 
unsuccessful exercise as the market refused 
to buy govcmmenl paper despite the fairly 
attractive rates of return offered by thecentr^ 
bank. Perhaps with nearly Rs 29,000 crore 
worth of securities that banks cuirently hold 
in excess of SLR and with the fear of 
depreciation of their portfolio looming large 
following the steady firming up of the interest 
rules, the banks in particular have refused to 
add to their investment portfolio. Banks have 
generally not been replacing the securities 
they had redeemed. Between the end of 
December and March 17, the government 
security holdings of banks have laJlen from 
Rs 1,19.723 crore to Rs 1,16,290 crore, a 
reduction of Rs 3,423 crore. On the other 
hand, banks' credit portfolio has galloped 
during the period. 


Tabi e 1: Daii Y (^uorATioN.s of* Hious and Lows in Per Ceni' Per Annum 
SIM PL E Stati.sticai Characteri.stics 


All Five 

Mardi 1995 Week Ended 


All Five 

Febniary 1905 Week Ended 

Weeks 





Weeks of 





of March 31(RF) 

24 17(RF)* 

10 

3(RF) Fehniaiy 

24 

17(Rn 

10 

3(RF) 

Mean 13.81 

Standard 

13.75 

16.35 

12.68 

15.10 

10.45 

13.17 

14.23 

17.44 

13.73 

5.54 

Deviation 4.17 

4.94 

1.49 

4.83 

L41 

2.80 

8.64 

l.IO 

15.13 

1.97 

2.09 

Coeffideot of 











VadatioD 
(percent) 30.20 

35.93 

9.11 

38.09 

9.34 

26.79 

63.07 

7.73 

86.75 

14,35 

37,73 


* For week ended March 16 as March 17 was a holiday in Bombay. 
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Graph A: DAJtY Quotations of Hiomf and Lows of Cali. Money Rates, 
Fedruary 1995 AND March 1995 



Woriciug Days 


The first attempt by the central bank during 
the month to absorb liquidity was on March 
U when it offered the 12 per cent 1999 
security for sale at a price of Rs 98.46 (YTM 
12.49 per cent). The market respon.se to the 
offer was lukewarm with less than R.s 6crore 
worth of sale effected in tliree transactions 
spread over many weeks of the month. 
Whereupon, the RBloffeiedfor the first time 
to conduct its open market operation on an 
auction basis, with the first such auction 
being held in the same 12 per cent 1999 stock 
forRs 2()0cioreonMan:h 27. but the Re.servc 
Bank rejected all the 29 bids received under 
it for a total of Rs 98 crore. Reportedly the 
market had quoted in the range of 114/14.5 
per cent as effective yield in tlic auction. 

The higher rates would have caased f ui ther 
sizeable depreciation in the existing portfolio 
of banks, and with the Hnuncial year coming 
tK> an end. banks would not have been able 
to hear die losse^.rTo an extent die RBI and 
the government are caught in a dilemma of 
their own making; they cannot take their wn 
declared policy objective to iu logical end 
by pursuing aggressive open nuirket 
(^rations even in the face of high inflation. 
Instead of curbing inflation as inflation has 
strong structuralist character, such a pidicy 
will hurt moir the growth process as well 
as the budgetary calculations. 

Devaluation Fears in Foreign 
Exchange Market 

Pre-budget fears and speculation of 
possible rupee devaluation, shortage of 


3URF) 


foreign currency liquidity due to year-end 
demand and .some supply bottlenecks, 
sizeable depreciation of the rupee, and wide 
buy-sell spread for the US dollar, have 
characterised the foreign exchange 
operations during March. The continuou.'i 
heavy dollar bids since February 22. 
particularly by SBl on behalf of IOC and 
diamond trade, virtually drained the market 
of dollars; this coupled with reduced 
remittances from the Gulf due to Id holiday 
resulted in the depreciation of the rupee to 
Rs 31.52 on March 2. The pre-budget 
speculation that the rupee would be 
devalued to correct for the differential 
inflation rate.s and its appreciation in real 
effective terms, made importers jittery and 
.scramble for dollars, while exporters were 


rchiciatit to part with their dollar earnings 
for the time being. The maricet was also 
expecting the implementation of the 
Sodhani Committee report wliich is reported 
to have recommended inter, alia that 
exporters be allowed to retain 1 (K) per cent 
of their export realisations in foreign 
exchange. Besides, Fils sought to repatriate 
their sale proceeds. Though there was an 
official denial of the devaluation rumour, 
a day prior to the budget on March 14, the 
hectic buying of dollar by corporates and 
importers pushed the intcr-bank dollar rate 
to Rs 32.15 in the initial hours of trading, 
though subsequently exporters quickly 
sought to sell dollars and book profits and 
the rupcc-dollar rate closed the day at Rs 
31.81/84. For a while, the market was 
destabilised and highly volatile which was 
reflected for a while in the buy-sell spread 
for .spot dollar shooting up to 20 paise u.s 
against the normal 2 to 3 paise. The market 
also saw some other unhealthy practices 
like the banks, taking advantage of the 
RBI’s permission for overnight exposure 
limit of S5 million (Rs l5crorc), preferring 
heavy dollar position during the early part 
of a day. thereby creating an artificial 
shortage and then selling dollars to book 
profits. Apparently the RBI has earned out 
spot audit of some foreign banks to find 
out if such transactions were genuinely 
trade-related. It has also been reported that 
the banks are charging the corporates extra 
margin on extension of forward contracts 
on the pretext that the new RBI guidelines 
forbid such extension (though the RBI has 
only banned the roll-over ol lorward 
contracts at hist4>ricul rate.s for more than 
six months). 

The unsettled conditions in the forex 
market were corrected st>on after the budget, 
particularly as a result i)f the market 
realisation that the authorities were anxious 
to provide an image of .stability for tlic 


1 ABi h .1: RBI’s Rki’i’kCMAsh (RRPO) Aiktions 


(Amount in luprcs, rioief 


Dale of 
Auction 

Repi> Fenod 
lu No ol 

Day.s 

Bid.s 

No 

'fciukTCd 

Face Value 
(Amount) 

Bids Accepted 

No Face Valut 

tAmiHjnl) 

("ut-otf Repo 
Yield Rale 
(Per ('em) 

1994 

Feb 4 

14 

39 

2612 

15 

1317 

6.20 

Feb 18 

14 

15 

742 

9 

477 

6.20 

Mur 4 

14 

47 

2169 

11 

822 

5.75 

Mur 18 

14 

16 

906 

9 

815 

5.75 

Mar 31 

12 

13 

1166 

6 

960 

5.90 

1995 

Feb 3 

14 




All rejected 



No repas 

Table 2 ; ('ai I Money Rates 


(Pet evnt pet {tnnuno 


March 1995 

l7(Rn 


Ftfhniarv 

l7(Rn 


Weekly range 13.00-1.00 

Weekend (Friday) 13.00-1.00 
Weekly weighted average na 

DFHt lending rates (range) na 


13.00-1.00 16.50-18.00 17.00-1.00 13.50-17.50 l.3.50.l.(X) 12.25-15.50 2.25-60.00 10,50-16.75 0.25-I6.W 

13.00-1.00 16.00-18.00 1.00-16.00 16.00-17.50 9.(K)-I.00 12.25 0.25-1.00 1(),.50-11.50 0.25-3.00 

na 15.80 11.48 14.49 10.60 14.18 16.49 13.26 10.93 

na 15.50-17.00 16.00-9.00 16..50-I4.00 13.50.7.(X) 13..50-I5.25 31.00-13.75 15.75-10.5 15.25-3.(8) 
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GraH! B: Ai>flNitJAU!«BD Daily CASH/SKit Premia ih Perl^ntaoes 
FOR THE US DoILAR IN THE DOMEKTIC 1nTER-BANK MaRKET 



Grai^ C: Annual i?iED Daily 6-MoNni Forward Prbmu in PEUixrrrAOBs 
FOR,THE US Don AR IN THE DOMESTIC InTER-BaNK MaRKET 



GraI'H I): (\rr-()FF Yifi ds and ^64-Day Tri asury Bm i s 

(Primary ArrnoNs). Afrii 100^ to Mar( ii 100^ 


(iRAhi K: YinDt'uRvcs k)r 364-Day 'Iruasury Bin sand GOl 

Sk liRfTIE^- WtUilflED AVbRAdf: K>R MaRC'H 1995 



exchange rate and thus dispel any similarity 
with the Mexican situation. The .second 
half of the month did not see any usual 
montli-ciid and year-end skirmishes Dollar 
supplies also improved following fresh 
export priKceds. in ward remittances from 
the Gulf and some inflow' of portfolio 
mvesimcnl by the His. Thus, the earlier 
lull of the rupee were essentially due lo 
technical factors rather than due to any 
fundamental changes in the scenario. This 
was reflected in two basic facts: first the 
rupec-dollurrate .settled down to around Rs 
.^1.45/.50 a dollar towards the month end: 
and the six-month annualised premia for 
the forward ck>llar had not gone beyond 6 
to 7 percent even during the most unsettled 


period ol the mid-Murch. During the lu.st 
10 days of the month, of course, wilh an 
import friendly budget and cnhunced 
demand from importers, the six-m<inth 
annuali.sed lorwaid premia for the dollar 
stiffened lo a range of 7.40 per cent lo8.20 
per cent. For a day or two when the inter¬ 
bank cull mi)ncy rates reached 17 to IK per 
cent during the last week, swap deals ot 
financial institutions pushed up Uie six- 
month forward premia to the highest level 
of 8.20 per cent (Graphs A and B). The 
RBl*s reference rate, bused on the ntK)n 
rate of a few select banks in Bombay, 
which touched the peak of Rs 31.96 per 
US dollar on March 7« steadily fell thereafter 
to reach Rs 31.50 on March 31. 


II 

Call Money Behaviour 

By the standards of tlic Indian miuicy 
market. Muivh saw Cixisiderably less volatiJity 
in the inter-bank overnight money market, 
though the rates as such generally ruled 
above a threshold level of 12 pci cent (Table 
1 andGraphO.Contniry to the u.suaI covering 
for CRR by banks prior to the reporting 
Friday, March 3 cxpcnenccd call rate opening 
higher at 9 per cent due to last minute 
b(>rrowing. The rale, however, softened to 
close ai 6.5 {>cr cent. As the next reporting 
loilnight ending March 17 was shorter by 
two days, the first day of the reporting 
fortnight (March4) and the reporting Friday 
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Grarh F: Yield Curves for 364-Day XREASUfiY Bills and 
Dated Securities * Weighted Average for the 
Last Week Ended March 31,1995 



Period to Maturity in Ascending Order 


Graph G: Yield Curves for Dated GOl SECtutiriBs 
and State Govt SEt uRiTiBs- Weighted Average 
pr>R March 1995 



1995 Period to Maturity in Ascending Order 2011 


itself (March 17) being holidays, the call 
money marketexperienced increased pressure 
with stiffening of the rates ranging from 13.5 
percent to 18 percent. The hardening of call 
rates during March 8*13, was due to the 
ab.sencc of UTI as a major lender which 
together with SBTs lx>rrowing from the call 
market created a psychological panic among 
the bankers who rushed togetlicr to boiTow. 
Despite substantial repo facilities of DFHl 
and STCl, call money rate opened at a higher 
rate of 17 per cent on March 11 mainly 
because of the absence of Hs due to their 
holiday on Saturday; there was also a major 
outgo of about Rs 5,000crorc as advance tax 
obligation on March 15. The call money 
rates, however, started easing fR)m March 14 
as almostjill banks had covered their CRR 
positions. However, on March 16, call 
money rate experienced high volatility and 
large intra-day spread, ranging from 16 per 
cent to 1 per cent. The next day being a 
holiday due to Holi in northern India and 
Bombay, banks in these centres entered 
intodeals with soutii-based banks to reverse 
the next day (Friday) their bon owingsdonc 
on this day CHiursday) so as to reduce their 
base DTL for the next fortnight's CRR 
purposes. 

Tile last repenting fortnight of the month 
whose reporting Friday coincided witli the 
last day of the financial year (March 31) 
witnessed a persistence of the high call rates 
due to tax payments drying up liquidity, 
intervening holidays, the high call rates 
charged by newly set-up private banks who 
mobilised year-end deposits and turned 
lenders, sharp declines in the prices of 
government securities preventing sale, and 
bankers' expectations of another round of 
treasury bills conversion as the last Rs 2,000 
crore conversiems exerci.se had evoked poor 
response. On tlie closing day (March 31). the 
call rates, opening at 13 per cent, plunged 
to one per cent at the end (Tabic 2). 


RBi Injection of Funds 

In recent months, tiic RBI has Imxmi showing 
greater .sensitivity lo any excessive heating 
up of the money market and injecting 
incremental liquidity on occasions through 
repoorrcfinance aiTangcmcnts with the DFHl 
and STCl who in turn offer repo facilities 
to banks. Tlius. total funds lent by STCl 
against government securities during March 
were worth Rs 1.5()()crore. Similar facilities 
were offered by DFHl against ii-easury bills. 

RBFs Repo Auctions 

No icpo auctions have l>ccn held since the 
middle of February. Tlie Reserve Bank has 
been holding fortnightly auctions of 
government securities from its own porlfol i(^ 
as a tool lo even out liquidity in the money 
market since early 1993. Given the pressuie 
on the shorMeiTn liquidity and with (he 
introduction of K5 per centCRR maintenance 
by banks, the abandoning of 14-day repos 
by the Reserve Bank seemed the right 
rcspon.se. In fact tlie repos had been atti acting 
tliin respon.se since .lanuary last with one bid 
received on an average and the RBI rejecting 
even that each time (Table 3). 

Ill 

KBI’s Auctions 

9FDav Treasury Bills 

In five auctions i^f 91-day trcu-suiy bills, 
the government raised Rs 250 crore during 
March. Of Rs 44.50 crore received through 
the bids fmm the market in all the five 
auclion.s, only Rs 19 crore were accepted: 
the rest of Rs 231 crore were subscribed by 
two non-competitive bidders, presumably 
.state governments (Table 4). Tlie cut-off 
price fell and thereby the yields on this paper 
rose steadily in each auction, from Rs 97.18 
or 11.61 per cent in the first auction to Rs 


97 09 or 11.99 per cent in the auction 
conducted on March 31 Despite good 
rcspon.se of the non-compclitive bidders who 
bid lor a total Rs 430 crore, the Reserve Bank 
kept the amount of the auctions notified 
constant at Rs 50 cn^rc each. 

.^64-Day Treasury Bills 

In the three auctions conducted for 364- 
day treasuiy bills also. Rs 19 crore only were 
raised against the bid amount oi Rs 42.50 
crore. Tlie yield liad to be sieadily improved 
from 11.73 pci cent in the beginning vd the 
month lo 11.94 per cent towards tiic end ot 
the niimth (Graph D). In conti ast, during the 
same period last year, the govcinment was 
able to raise Rs 3.000 crore through these 
instruments (Table 5). 

IV 

Market lnnovation.s in 
Primary Issues 

The liquidity strain in the money market 
ispnxlucing interesting innovations in raising 
capital by thecoiporaics, financial institutions 
and FSUs, including the ptx>rly rated state 
electricity Ixwds (SHBs). The inter-coiporutc 
deposit (ICD) market, which is unregulated 
and generally unsecured, has become active 
and two of the issuers have got their ICDs 
rated from credit rating agencies; it is hoped 
that once the stamp duty and oUicr legal 
hurdles arc resolved, the ICDs may become 
tradable. Secondly, with the delinking of CP 
from the cash credit system and with the 
authorities disapproving of standby and 
underwriting or revolving underwriting 
facilities (RUPs) for CP. a company has 
discovered a new instrument called auction 
rate note (ARN) to raise medium-term 
resources without disturbing its cash credit 
arrangement with banks. Thirdly, the financial 
institutioas (FIs) and PSUs, which have been 
raising funds through private placements of 
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I'hiikIs and whicli canm>t ikkuc at a 

iUsgouni. have been disguising such issues 
with aclequale incentive olTers in the form 
of up-front coinmitmcni fees. Fourthly, 
organisations, whicli otherwise suffer from 
low credit rating such as the state electricity 
hoards tSFBs), have thought of accessing the 
mv)ney muii.et through structured obligations 
(S( )s i: they have apj^roached the credit rating 
agencies to help the lormer structure their 
cash Hows and repayment mechanism which 
are most secuiv ami thus earn a top grade 
rating. Finally it is ti>uiul that schctiulcd 
commercial banks have begun to get their 
certificates ofdeposit (CDs) rated from credit 
rating agencies so as l<^ access funds from 
PSUs which have been insirucled to park 
their excess funds only in msiniments with 
the highest rating. 

lnter-C(HiHfr(tte Deposii (ICD) Market 

Keccnl credit rationing hy hankscombined 
with poor performance aiid cancellation of 
public i.ssues. deferment of Kino issues and 
restraints on exlernalcinnmercialbon*( wings 
(RGBs) has provided an impetus Urthe inter- 
c()rporate deposits (ICI)s) market where 
interest tales have alsii slu>! up Irom 13-IK 
pel cent to percent. Ueporls suggest 

that with virtually no lenders, some of the 
companies like V|(lc<Kl^^ have found it 
difficult to Ixnnw even at 40 pci cent 

In aninte|*csiing innovative clevelopmenl. 
government-owned IBP decided to lap the 
ICDmaikct lt>the extent of Rs KOcrore with 
d cl edit rating Tins was followed by the 
ICICI Securities and Finance (I-Sec ) with a 
planned mega notation v>f Us 1,000 crore lt> 
fund Its ongoing trading activities. Both the 
ICDs have been rated *P1+' by CKISIL. 

Incidentally, the controversy over the M 
S Shoes public issue has not overtly affected 
the money market as yet. However, the 
company liad horre^wed as much as Rs 90 
Cl ore in the ICl) market and had al.so availed 
of R.s 200 crorc worth ot bridge loan.s Irom 
Uic banking system (^n both counts the 


C4>mpany has now defaulted. Ttie default will 
certainly affect the banks concerned. 

Auction Rated Note 

A private company (Bharat Forge) has 
devised a structured obligation with 
*AA’rating for Rs 20 crorc. Tlic 36-monlh 
ARN has. unlike the CP. no roll-over option 
at the end ol evciy 90 days nor has if any 
underwriting facility.The ARN is auctioned 
at the end of the 9(Kduy period at a spread 
of 4(K) basis points over the benchmark, 
namely, the 91-day treasury bill as quoted 
in the weekly auctions; if the yield is not 
attractive the investor could exit from the 
instrument or in turn bid for higher yields 
depending on the market perception. 

Commercial Paper (CP) 

Aftei delinking CP from the cash credit 
limit, the level of outstanding CP fell 
significantly Irom Rs 3.264 crore as at the 
end of March 1994 and Rs 4,511.05 crorc 
at the end of August 1994, to Rs 1.393.25 
crore a*- on February 15, 1995. 

PSU Bonds 

As a lall-t)Ul of the light money market 
regime, the PSUs and financial institutions 
had to raise the yields offered on their bonds 
Tlie IFCI appioached the market again in a 
matter i'*! about a mcmih with an issue ol 


Rs 250 crore which t>ffcrecl a rale of 14.5 per 
cent with a front-end incentive of 20 ba.sis 
points for suKscriptions of over Rs I crore. 
Tlic earlier issue which was privately placed 
in February offered a rate of 12.75 per cent 
with an implicit yield of 13 |>cr cent. 

Structured ()bli^ations 

An interestingly novel instrument that has 
surfaced in the money market is a structured 
obligation (SO) floated in the form of u 
privately placed non-convertible bond by the 
Rajasthan State RIectricity Board forks 250 
crorc at an attractive 14.5 per cent rate of 
interest. In the S() mechanism, rating is decid¬ 
ed in advance and the credit rating agency 
chooses the specificcash flow of the borrower, 
ensures that such cash flows are deposited 
in a separate account, which then are used 
to .service the obligations of interest and prin¬ 
cipal repayment SBBs are apparently evin¬ 
cing interest in this instrument as it helps them 
command u higher credit rating even thougli 
their own credit rating is generally poor 

Cerlijicales oj Deposit (CDi 

There have been S()mc interesting 
developments in the CDs market i n tlic recent 
period. First, several banks have raised funds 
at 14 per cent through CDs which implies 
tni effective cost of 16 per cent or so after 
taking into account CRR ic(|uticnicnls 


Tabi h Ann IONS (>i ^64-I)A^ 'fni Bir i 

(Amount m lupees. < roiet 


Date ol 

Auction 

Bids Tendered 

No Face Value 

(AtiUHint) 

Pidy AcTtfpicd 

No Pace Value 

(Amount) 

Cui-oti 

IVice 

(Rupees) 

(ut-ofl 

Yield Rate 
(Per ('em) 

1004 

Mar 2 

162 

466K.05 

47 

116^.05 

00.55 

10.44 

Mai 16 

IV) 

5147.00 

14 

1100.00 

00.03 

0.07 

Mar ^0 

40 

1114.00 

16 

7I7.(K) 

00,0^ 

0.07 

1905 

Mar 3 

11 

13.00 

.5 

7.(X) 

X0.50 

11.73 

.Mar 15 

16 

21.00 

6 

8.00 

X0.41 

11 84 

Mar 20 

K 

8.K5 

1 

■4.00 

X0.33 

11.04 


Tabi 1-4- AM«'Ti(iNs<>i-‘)l-r)AY Tki-.AM!kN Bii IS (Aniount in lupevs. < tou t 

Diiieul NotifiLHl Bids Tciiilercd Bids Accepted Suhscnplion ( ui-otf (.’ul-oll Aniounl Oulstatidimt: (Rupees)(q 

Auction Amount NJo Face Value No I'ace Value Devolved Pneein Yield Riiie 'lolal With Outside 

(Rupees) (Aimxinl) (Amount) on RBI (Rupees) (PerCent) RBI RBI 

(Amount) 


1094 


Mar 4 

400 

53 

1647 

7 

400 

0.(K) 

98.08 

7.83 

4350.00 

580.00 

3761 (H) 

Mar T1 

500 

53 

1930 

1 

500 

('00 

98.17 

7 46 

4650.(8) 

5X0.00 

4061.00 

Mar 18 

700 

40 

2169 

17 

700 

0.00 

08.26 

7.08 

5150.00 

580.(K) 

4561 (M) 

Mar 25 

900 

24 

on 

17 

884 

I6.(K) 

08.20 

7.33 

5850,00 

604 (X) 

5245.00 

Mar 31 

500 

12 

505 

11 

5(K) 

0.(K) 

08.17 

7.46 

605(100 

N)5 00 

5445.00 

1005 












Mar 3 

50 

10 

17 

5 

8 

0.00 

07.18 

11.62 

046,00 

147.2< 

708.75 



(2) 

(100) 

(2) 

(42) 







Mar 10 

50 

10 

15 

5 

6 

O.Ol) 

07.15 

11.73 

806.00 

107 50 

788.50 



(2) 

(130) 

(2) 

(44) 







Mar 16 

50 

8 

65 


2 

t).00 

07.13 

11.82 

846.00 

67 50 

778.50 



(2) 

(KK)) 

(2) 

(48) 







Mar 24 

50 

8 

6 

2 

1 

0.(K) 

07.11 

11.00 

706.(K) 

67 50 

728.50 



(2) 

(100) 

(2) 

(49) 







Mai 31 

50 

6 

5 

1 

1 

0.(K) 

07.00 

11.90 

746.00 

67,50 

678..50 



(1) 

(50) 

(1) 

(49) 








Figua\s III hraeket.s rvpre.senl numbers and amount.s of iion-conipetitive bids wliich are not included in the total. 
Ou(.s(aiuling amount.s are estimated for all weeks ot Mardi 1095. 
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Aw'Bnthx Ta 6 i e: Sec onimry Money MarketOeerations: RBIN SGI. Data 


, lAtmunt in rupees, erore) 


) K*srnptK»iKN Week ending: M;*rrh l*)95: Yield to Maiuniy on Actual TRali»» Total for the miHith 

_ 24 17 10 ? _ t>t M arch! 



Ainl 

YTM 

C'Y Anil 

Y'FM 

Amt 

YTM 

Amt 

YTM 

Aim 

YTM 

CY 

Ami 

Y'lM 

1 Treusury Bills 

A 91-day bills 

50.00 

13.41 

- 10.00 

12 03 



15.00 

12.31 




75.00 

13.01 

0 Feb 25. 1<)95 

- 

- 

- 10 (K) 

12.0.^ 

- 

- 

I5.(K) 

12,31 

- 

- 

- 

25.(K) 

12.20 

ii) Apr(»,1995 


- 

- 

- 

- 

- 

- 


- 

- 


- 

- 

111) Apr22,1005 

50.00 

13.41 

- 

- 


- 



• 

- 


50.00 

13.41 

B 364-1 )ay Bills * 

150.10 

13.75 

- 274.44 

13.02 

147.60 

13.06 

217.80 

13.20 

176.64 

13.66 


966.58 

13,29 

1 ) Mar 03,1995 

- 

- 

. 

- 

- 

- 

- 


15,12 

23.54 


15.12 

23.54 

u) Mar 17,1095 

- 


- 

- 

28.50 

12.11 

3(J..30 

12.75 

1(9.51 

12.13 


148.31 

12.25 

III) Apr 03,1905 

33.50 

16.76 

- 40.00 

13..52 

- 

- 

- 


- 

- 


73.50 

15.CK) 

IV) Apr 14.1995 

22.10 

11.91 

- 55.00 

12.39 

0.70 

15.07 

- 


- 

- 


77.80 

12.28 

V) Apr 28,1995 

24.(K) 

13.06 

- 93.(M) 

12.93 

92.50 

13.24 

131.50 

13.25 

62.00 

13.49 

- 

403.00 

13.20 

VI) May 12,1995 

10.85 

12.97 

- 25.25 

13.44 


- 

- 


10.00 

13.46 

- 

46.10 

13.33 

VI)) May 26.1995 

10.00 

13.46 

- 


- 

. 


- 

. 

- 

- 

10.00 

13.46 

VIII) Jun 06,1995 


- 

. 



- 

10,00 

13.09 

- 

- 

- 

10.00 

13.09 

IX) Aug 04,1995 

- 

- 

- 

- 

- 

. 

5 00 

13.44 

- 

- 

- 

5.00 

13.44 

X) Aug 18,1995 

- 

- 

- 35.00 

13.08 

0.50 

12.72 

20.rK) 

13.29 

- 

- 

- 

55..50 

13.15 

XJ) Sept 01.1995 

14.70 

12.23 

- 26.19 

13.37 

25 40 

13.42 

21.(K) 

13 43 

0.01 

1.68 

- 

87.30 

13.21 

XII) Oct H,I995 
xiiiiOcl 27.1995 

20.00 
14 05 

13.38 

13.55 

- 



- 


- 

" 

- 


20.00 

14.95 

13.38 
13 55 


2 GOI Dated Securities 
A ('<mvertcd 


(Per rent; Year) 

280.04 

12.07 

12.05 

60.49 

12 36 

50.00 

12.32 

40.10 

12 93 

151.00 

12.86 

12.^2 

500.72 

12 40 

12.19 

1) 12 00,1995 

255.04 

12.00 

12.01 

35.00 

12.04 

40.00 

12.18 

14.00 

12.65 

95.00 

12.73 

12.06 

430.04 

12.20 

12.02 

II) 12.75,1996 

10.00 

12.63 

12.74 

19.04 

12.75 

10.00 

12.88 

2^ 10 

13.03 

50.00 

13.11 

12.80 

114.23 

12,07 

1278 

III) 12.(8), 1999 

5.00 

12.50 

12.19 

- 

- 

- 

- 

10.00 

13.09 

- 

- 

- 

15(K) 

12.80 

12.34 

IV) 11.75,2001 

B Regular 

10.00 

n.04 

12.43 

6.45 

12.00 


- 


- 

6.00 

12 95 

12.30 

22 45 

13 00 

12.41 

(Per ("cm; Year) 

200.03 

13.22 

12.81 

38.00 

13.28 

47.00 

13.30 

10.00 

13 78 

- 

- 

- 

205.03 

13.26 

12.32 

1) 10..50, 1996 


- 

- 

25.00 

13.66 

30.00 

13.73 

10 00 

13.78 


- 

- 

65.00 

13.71 

10 87 

ID 6(8). 1998 

0 01 

6.(K) 

6.00 

- 

. 



- 


. 

- 

- 

0.01 

6.00 

6.00 

III) 6.50, 2(8)0 

0.00 

6.50 

6.50 

- 

- 





- 

- 

- 

()IW> 

6.50 

6 50 

IV) 11.64,2000 


- 

- 

5.(K) 

12.76 

7.00 

12.76 

. 


- 


- 

12.00 

12 76 

12 16 

V) 6.50, 2(K)2 

0,01 

6.50 

6.50 

- 

- 

* 




> 

. 

- 

0 01 

6.50 

6 50 

VI) 11.5.5,20021N1 

- 

- 


UK) 

12.71 

2.50 

12.70 

. 


- 

- 

- 

4.,50 

12.70 

12.23 

VII) 11.55,20()2IN2 

- 

- 

- 

2.00 

12.51 

2.50 

12.49 

- 


- 

- 


4 50 

12.50 

12.23 

viii) 11..55.2(H)2IN3 

- 



2.00 

12.30 

2..50 

12.29 



- 

- 


4.50 

12.20 

12.23 

ix) 11.55.20021N4 

- 

- 

- 

2.00 

12 It 

2.-50 

12.10 




- 

- 

4.50 

12 10 

12.23 

X) 5 75, 2003 

0.01 

5.75 

5.75 

- 

. 

. 

- 

- 


- 

- 

- 

0.0! 

5 75 

5 75 

XI) 11.30,2004 

100.00 

13,01 

12,45 


. 

- 

- 

- 


- 

- 

- 

1(K) 00 

13 01 

12.45 

■ xji) 6.50, 2005 

().(X) 

6.50 

6,50 


- 

- 

- 

- 


- 


- 

0.00 

6.50 

6.50 

XIII) 11..50.2()ll 

100 (K) 

13 43 

13.17 

- 


- 

- 

- 


- 

- 

- 

100 00 

1 ^.43 

n.i7 

(A+D)* 480.07 

('Zenicoupiui (Perl'em: Year) 

12.55 

I2..37 

08.40 

12.72 

07.00 

12,80 

50.10 

13.08 

151.00 

12.86 

12.32 

885 75 

12,68 

12.23 

1) 0 00,1999 5 00 13.76 11.41 

D RBI's Open Markc( Operalions (Per Cent: Year) 



- 


' 

35.00 

13.32 

11.34 

40.00 

13.38 

11.35 

i) 12.00, 1999 

0.80 

12.40 

12,19 

0.06 

12 40 


- 


- 

- 

- 

- 

0.86 

12 40 

12 19 

11)11.50,2006 

10.00 

13.01 

12.61 

. 

. 

. 

. 


. 

. 

- 

- 

10.00 

13.01 

12.61 

iii) Zcni enupun 20(8) 

5.00 

13.12 

12.73 

- 

- 

- 

- 

50.00 

12.99 

- 

- 

- 

55.00 

13.00 

12.73 

(A+B+('+D) 

500.87 

12.57 

12.37 

98,55 

12.72 

97.00 

12.80 

100 10 

13.04 

186.00 

12.95 

12.13 

901.61 

12.73 

12.23 

3 

1422.00 

- 

- 

2405.06 

- 

314.06 


3160 00 

- 

1009.70 

- 

- 

8409.82 

- 

- 

1 ) 364-<lay T bill 

III) Oovi .secunties (Pei 

523 00 

Cent; Year) 

~ 

1016.00 

- 

85.00 


1530..50 

- 

247.50 

- 

- 

3402.00 

- 

- 

12.00,1995 

5.00 



254.00 

. 

. 

- 

254.00 

- 

170.00 

- 

- 

683 00 



12.75.1996 

384.(K) 



625.06 


70.06 


869.00 


422.20 

- 

- 

2370.32 

- 


12.00.1999 

- 



163.00 


150.00 

- 

224.00 

- 

- 

- 

- 

537.00 

- 


12.50,2004 

450.00 



407.(K) 

_ 


- 

261.50 

- 

50.00 

- 

- 

1168.50 

- 


ZcniciHipun 1999 

- 



_ 

_ 

. 

_ 

- 

- 

120.00 

- 

- 

120.(K) 

- 


Zew cimpiin 2000 60.00 

lixcluding RBI's 14-day repos 



30.00 


- 

- 

30.00 

- 


- 

- 

120.00 

- 


4 State Govt Securities 

5 Grand total (volume) 

21.29 

2144.27 

12.35 

12.39 

13.76 

2801.81 

12 30 

4.30 

.562.06 

11.86 

11.07 
3522 06 

11.80 

7.20 

1379.54 

12.05 

12.16 

57.62 

10500.63 

12.16 

12.13 


(■) means no iruding YTM = Yield to matunty in per cent per annum CY = Currenl yield in per cent per annum 
• Yield rales ot these sub-groups of TBS and dated securities have been usetl for the graphs. 

Nates- (I) Yields mv weighted yields, weighted by the amounts of ench transaction. 

(2) ('urrenl yield has not been worked ixii lor treasury bills. 

(3) Graphs E, F and CJ exclude 5 fractionsQ deals ol about Rs 3 takli out of R.s K85.75 crorc in low yielding Central Govt vSecunties because of 

their quirk yield nuoxS. i 
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Iaijii 6: (»i i ^\^oNvoFNA'MO^lAl Stoc k I'xomanccf (NSlt) DtJkiNo March 1995 


IX*iicnpiers Week eiuling Manii: Amount in ('nm^ o! Rupees 

_i!_24_ 17 _U)__ _3_ 

Order Actual Onler Actual Order Actual Order Actual Order Actual 
- Traded - Traded - Tnided-Traded-Traded 




Buy 

Sell 

Amount Buy 

Sell 

Amount 

Buy 

Sell Amount 

Buy 

Sell 

Amount 

Buy 

Sell Amount 

1 

TreiLsiiiy hin.« 

1 ) 9|.day bills 

2f).(M) 

20.00 

20.()() 














11 ) .364-day bills 

45.27 

^5.27 

35.27 

lOl.tX) 

151.IK) 

91.(K) 

74 (K) 

64.00 

49.00 

70.00 

161.00 

70.00 

29.00 

34.00 

24.00 


Suh-fotal: Traded value 

6S.27 

75.27 

5S.27 

101.00 

151 00 

91.IK) 

74 00 

64.(M) 

49.00 

70.00 

161.00 

70.00 

29.00 

34.00 

24.00 

2 

Dated .seciinties 

A GOI securities 

1 ) Converted 

230.06 

360 00 

185.(K) 

94.(8) 

164.(K) 

30.CK) 

95.(K) 

130.(K) 

60.00 

49.00 

99.00 

39.(X) 

131.00 

121,00 

91.00 


11 ) Regular 

- 

- 

- 

0.20 

55.20 

0.20 

22.(K) 

.32 00 

22.(M) 

- 

50.00 

- 

- 


- 


111 ) Zero coupon 

- 

- 

- 

25.t)0 

5.00 

5.00 

- 

- 

- 

- 

- 

- 

10.00 

10.00 

10.00 


B State govi.s .stocks 

6 24 

11.24 

6.24 

7.34 

8.34 

7.34 

0.60 

0.60 

0.50 

- 

I..5() 

- 

4.92 

12.42 

4 92 


Sub-total: 1'nided value 

2^6.30 

371.24 

191.24 

126.54 

232,54 

51.54 

117.60 

162.60 

82.50 

49.00 

150 50 

39.00 

145.92 

143.42 

105.92 

3 

PSU bonds 

1 ) Tax tree 

5.08 

101.08 

4.27 

5.62 

15.62 

5.62 

3.(K) 

3.00 

3.00 

4.00 

1.14 

1.14 

11.00 

15.(K) 

9.50 


II) Tiixable 

5.13 

5.13 

^ 13 

18.65 

86 4^ 

8.45 

19 89 

94.89 

14.89 

11.10 

120 10 

5.10 

9.01 

104.01 

5.01 


Suh-r(>i;il: 1 raded value 

10.21 

106.21 

9 40 

24.27 

102.07 

14.07 

22.89 

97.89 

17.89 

15.10 

121.24 

6.24 

20.01 

119.01 

14.51 

1 

('omnienial papeis 

.. 

- 

- 

20.00 

20.00 

20 00 

1.00 

1.00 

l.(K) 

5.00 

5.(M) 

5.00 

3.00 

3.00 

3.00 

S 

Debenture'* 

-- 



- 

- 

- 



- 

1.43 

1.43 

1.43 


_ 


h 

Ceriilicales ol depo'^ii 

- 

- 

- 

- 

30.0(; 

- 

20.(K) 

3().(K) 

20.00 

37.00 

77.00 

37.00 

6.00 

6.00 

6.00 

7 

ID=IB (insiKulioiial bonds) 

- 

- 

14 04 

19.04 

14 04 

5.25 

25.25 

5 25 

0.25 

0.25 

0.25 

2.00 

2.00 

2.0f) 


riraiul total (volume) 

311.78 

5^2.72 

25S*)\ 

285.85 

554 65 

190 65 

240.74 

3X0.74 175.64 

177.78 

516.42 

158.92 

205.93 

307.43 

155.43 


(-) No Hading 

Tlicrclore, it ts icportcd that the RBI has 
advised banks to reduce Iheii dcfKndence tui 
CDs. As per the ot'ficial data, outstandings 
of CDs. which were at Rs 9.H()^ crore as on 
March 19. 199'3 and which fell to Rs 5.571 
ciorc a.s on March 18. liavc stood at 

Rs 5,385 dx^re (by 44 banks at 7 5 to 12 5 
per cent interest rale i as on lanuary K. 1995 
.Secondly, in the mcanUine. banks have 
approached Cl edit rating agencies to get their 
CDs rated, tlumgh unlike a CP. rating is niM 
rnandaloiy torCI)s. Tins has Ixrenessentially 
necessitated hy the requiienient that cash 
rich PSlls could park their funds only in 
instruments with the highest rating by i>ne 
of the recognised raling agencies Tliirdly, 
a noticeable development has been the 
issuance of a mega CD of Rs 2.500 crore 
by the IDBI lor a hnig-lcrin maturity of three 
years, the issue has been kept on tap 

V 

Secfindary Market Developments; 

Government Paper: Outrif^ht Sales 

A significant number of transactions were 
recorded throught^ul the month in SGL 
accounb of bunks, the data for which is now 
released by tlic Rcsci*\'c Bank on a daily basis 
(Appendix Table). Largely all the scrips - 
government dated securities, state 
government loans and treasuiy l)ills - were 
active in the secondary market. Amongst 
each category, however, there were some 
tavourites which acct>untcd for a majority of 
transactions in the category. In the 
government dated sceunlies, lor instance, 
the most active scrips were llie 12 per cent 
P>95 Slock, 12.75 percent 1996 stock, zero 
coupon bi>nds l999and2(K)(), 11.75 |>ercent 
2(K)L 11.55 per cent partly-paid security 
maturing in 2(K)2, and an occasional 11.30 
2004 and 11.50 2001 were active. TIk last 


twxi, lunvever. were sold for a huge sum of 
Rs 100 crore each at yield of 13.0412 and 
13 4293. respectively .Sale of zero coupim 
bontlN rcpfcscnted at par selling to RBI 

Tlic inctamor|iln>sis laced with acute selling 
pressure on the above securities is reHected 
in the losses experienced by them in their 
market prices during the past few months 
12.75 per cent 1996 from Rs 103 IX m 
(Iclobei 1994 Ic^ Rs 99.97 in Maich 1995; 
I2pcrcent 1999lromRs 103.90 to Rs 96.60, 
and zero ctnjpon bond from Rs 63,83 to 
Rs 60 50 All these are newly-issued secu- 
rilie.s and have senous implications for the 
balance sheet of banks, 

Tlic favourite treasury bills for outnght 
sales were ilay bills with a maturity range 
ot Maich to,September Tliere was no outright 
sale or repo market !or9l day paper although 
it was occasionally \ok\ outright for small 
anu'unt s (R.s 20- Ulcrom), Tlii.s feature trend 
was also noticed in primary auctions 
coiuluctcd by the RBI. Tlie un|)opularity t>f 
the 91 -day paper does not augur well for the 
govemmenlasthis short term self-liquiduling 
instrument would come very handy to the 
government in filling up short-term resource 
gaps, particularly in the context of phasing 
out ad hoc treasury bills. Significantly, the 
yields on 364 day bills and 91-day bills 
converged in the range of 12.5 to 1.3.5 per 
cent in the secondary market, as it has been 
roughly so in the primary market (see 
Graph I)). 

Repo Deals 

A significantly large number of repurchase 
transactions in permitted securities were 
recorded (Appendix Table). Notably, large 
amounts were transacted through repo deals 
in both, tlie g(«vcmment dated securities and 
364-day treasury bills - on die day prior to 
each rep<Trting Friday and die day after the 
reporting Friday. It could be surmised from 


this that banks preferred to buy 14-day 
liquidity by selling their gilt-edged paper 
with a repurchase option prior to reporting 
Fridays, inter-bank borrowings on reporting 
Fridays being liable tosiatutiTry pre emptions. 
Another reason for such large-scale repos 
couKl also represent the operations of DFHl 
and vSTCI which act as channels for the 
central bank to inicet liquidity in the market 
to ctH4 it and which have helped to ward off 
selling pressures on banks' government 
security ht)ldings Both the kinds of treasury 
bills and the fourconverted securities totalling 
over Rs 40,()fK) cmre constitute the repo 
market in government security 

YtelcJ Cun^e 

With the emergence of repo facilities for 
a sizeable amount of treasury bills and 
cemverted se^mrities, any distress sale of the 
gilt-edged paperwas unknown during March. 
As a result, the yield curve, which was getting 
inverted in the previous months, became 
somewhat flattened during the month 
(Graphs E, F and G). 

NSE Operations 

Data on NSH operations for February and 
March indicate that the .selling pressures on 
dated government securities, as reflected in 
the excess of buy orders over sell orders, 
began receding in the last week of February 
and continued till the fa's! week of March. 
By then the actual trading volume on the 
NSH has also fallen. The selling pressures 
persisted in the subsequent tliree weeks of 
March but the trading volume in government 
paper did not improve. Trading in other 
instruments like PSD bonds. CP and CD has 
always constituted less than 10 per cent of 
the total volume of trading onNSH(Tablc 6). 

niie .statistical tables for this note have lieen 
compiled by V P Prasanth.] 
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COMMENTARY 


NEW DELHI 

Economic ^Reform’amidst Political Ibrmoil 

• BM 


The rout in the Karnataka and Andhra Pradesh elections had hroiif'ht 
to the surface the larf>e cracks in the Congress. After the dejeats in 
(tujarat, Maharashtra and Bihar they are now widening and hecomiii}^ 
irreparable. Meanwhile, the so-called economic reform programme is 
Jailing apart. 


THERE was an uncanny silence in the 
political arena for a bnel while after the 
results of the second round i>t assembly 
elections, in Maharashtra and Ciujarat among 
other states, were announced. The Bihar 
elcclu'ins were kept apart from this lound by 
chief election commissioner Seshan, 
allegedly in connivance with the prime 
minister. However, the Congress parly and 
the prime minister did not find much 
consolation in this round even alter the 
unexpected victory in Orissa. The party was 
stunned by the defeat in Maharashtra. The 
BJP has reason to rejoice, l)ul it kept its cool 
and has since embarketl on preparations for 
the Lok Sabha elections and a serious bid 
for power at the centre Tlie .lanata Dal was 
subdued after the .setback in ( )rissa, but its 
subsequent triumph in Bihar has i*eslorcd to 
it a firm place in the pi>lilical-clectoral .set¬ 
up. Tlie political ‘troika’ now taking shape 
for the Lok Sabha elections consists o| the 
Congress, the BJF and the ID-I xfl alliance, 
though the Congiess which has ruled at the 
centre continuously for nearly five decades, 
except for two brief inteiruptions, is visibly 
fading as a potent political force. 

Between now and the elections u> Lok 
Sabha, the political battle-lines arc likely to 
l>e drawn and redrawn in many ways. After 
a brief respite turmoil has revived in the 
Congress party in the wake of the second 
round of assembly elections. Tlie rout in 
Karnataka and Andhra had brought to the 
surface the first big cracks in the Congiess. 
After the defeat in Gujarat. Maharashtra and 
Bihar they are widening and becoming 
ineparabie. While Naiasimha Rao and the 
faction he leads have bcciMTie vulnerable, the 
rival factions have yet to acquire any 
significant {Hilitical identity and credibility. 
Tlie key question behux* their leaders is 
whether they should opt for a split in the 
partyrightaway ormiikc a bid fora takeover 
of the parly at the appropriate time It is 
significant that N1) Ti wari has res igned from 
the Congress Working Committee, but A K 
Antony has become the chief minister of 
Kerala replacing Karunakaran. Tliose who 
have questioned the leadershipof Narasimha 
Rao continue to assert ihcir credentials as 
Congressmen even after the party president 
has cxf>elJcd them. Lor his part Narasimha 
Rao has lound it expedient to become 
circumspect and not be tiio aggressive in 
dealing with the dissidents. 


Meanwhile, the so-called economic reform 
piogrammcis lallingupaH Tlie government’s 
failure to obtain the approval of the Raiya 
Sabha for the patents act amendment bill has 
iinpoilant implications How far the prime 
minister will be able to retain the con) idence 
of foreign investors and still make a bid to 
win the coming parliamenlaiy elections has 
become the impoi taut que.stion lor the i uling 
party He may actually find himself ditched 
by both the toreigii investors and the Indi/n 
electorate. Narasimha Raohad.altei fonning 
his government in mid-1991, embarked on 
a course winch marked a break with the 
erstwhile national conscn.sus on economic 
ptdicies, but he I ailed to promote a new 
consensus behind his pidicies. Tlie admirers 
of the .so-called market-oriented ecoimmic 
lefoniis aie iu>w clamouring for ‘better 
packaging’ ol the reforms. Tlie big business 
interests and their professional hangeis-on. 
who have piolitcd in a big way Irom the 
privatisation anti globali.saliotipolicies, have 
a large slake in the preservation and 
enlargement of their gains. They may not be 
too keen any longer u>undcrwrite Narasimha 
Rao as prime minisicr because he is clearly 
unable to deliver the political goixls. Rao’s 
populist gestures in the budge! for 199S-96 
have not won the expected kudos 
When it hun ied to ratify the GATT treaty 
and committed itself to the WTO discipline, 
the government eiiterluincd the fond hi>pc 
that this w'ould reinlorcc its oft-repeated claim 
ol the invveisihility of the new economic 
policies. It tmwed with notable energy to 
umctul the relevant Indian laws, regulations 
and administrative procedures to bring them 
in conformity with the obligations under the 
GATT tivaty and WTO rules. Special prii>rily 
was given to the amendment of the patents 
law. The government actually promulgated 
an ordinance for the purpt>se, not bothering 
that its political position was weakening so 
last that it would not be able to secure the 
approval of parliament for replacement of 
the ordinance by a regular act of parliament. 
Tlie government li.is landed il.self in a difficult 
situation While there is lament in government 
circles and in sections of llie triedia that the 
leftist parties and the BJP have allegedly 
joined hands over (his issue and refu.^eil to 
honour Uic so-called ‘international obliga¬ 
tions of the govenimeiu, the fact is that the 
giwenmieni undeti<H)kcommitments which, 
it should have known, it would imr be able 


to honour. It is a matter of satisfaction that 
Indian democracy has not allowed so-called 
international obligations, mindlessly 
undertaken by the government without the 
sand ion of pari i ament .to prevai 1 over national 
interests. 

The coaliliiui of developed couiuries, led 
by the US, has worked in concert to impose 
an onerous regime on the developing 
countries. What are called trade-related 
intellectual property rights and investment 
measures together with trade in services, 
w'lthoul any provision for labour mobility, 
aim at the penetration of the domestic markets 
ol third world countries by manufactured 
g4>ods, capital and services from thcdevch>ped 
countries by placing invidious restrictions 
on scientific and business enterpnses in 
third world ctiuntrics and strangulating the 
domestic efforts of t he.se countries to achieve 
optimal utilisation of ihcii le.sourccs and 
skill endowments foi development. The 
status of equality’ with dtimcstic business 
lor transnational corporations has fai- 
reacliing iniplicatnms. 

There is now a despeiatc attempt by 
Narasimha Rao and his clique to push V'taJ 
is.sues of M>cio-economK development into 
the backgnnmd. This is being done in the 
name of insulating the sivcalled enmomic 
reform programme from pfilitical 
miccrlainlies 1( is argued that even the left 
parlies should be exercised ovei the threat 
to scculai democracy pirsed by the Fi IP and 
allicil forces and should not cany their 
opp4)sition to the ecom^mic ielV>rms to a 
point w here they in cfleet help the hid of the 
BJP and its allies for penver at the centre. 

This line of reasoning is likely to gain 
strength if the Icll parties still .^ht>w any trust 
in the so-called secular credentials o| the 
Congress. Then they may be. once again, 
lured into bailing t^ul the Congress in a crisis 
and playing second fiddle to it in a m<'ck 
fight against anti-secular lorces 

Political stability cannot now return U5 
India except on an altogether new basis 
Popular sentiment as well as public inlere.si 
require a total reiection of policies which 
have undermined social cohesion, self-reliant 
economic development and mass welfare. 
Tlie question of olfering a credible and 
forward-l(H)king alternative to the C< mgress 
government has assumed great urgency. 
Tliose vvlio liave so far dreaded another 
genet al election and attempted t<i hold hack 
as tar as possible the dcmt)cratic imperative 
of renewal of the popular mandate for the 
giiveinmcnl have actually undermined their 
own pt>siiion in the pidity and marginalised 
themselves. The glib talk abi^ul the people 
being tired of elections was clearly wrong 
Tlie fieople have shown their eagerness 
intervene m the political pnHre.ss by voting 
in strength in the assembly elections. That 
it is the BJP. and not the left parties, which 
has raised the demand for elections to the 
Ijok Sabha without waiting for ihccompletion 
of the present parliament’s full term sIutws 
the lack of political initiative and energy on 
the part of the leaderships of the left parties. 
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Assembly Elections in Maharashtra 

Realignment of F'orces 

(iopal Guru 

Tlui BJP-Sfiiv Sena victory was brought alroui by a sniaU increase in 
the proportion of votes polled, showing that there was a complex 
realignment of forces across the regions. 


THF results t)f the recent assembly ciccuons 
in Maharashtra have revealed a complex 
political reality which makes a coherent 
undcrstaiuiing of Maharashtra politics 
difficult, if not impossible. In these elections, 
the voters have not given a clear mandate 
to any single parly; instead, they seem to 
have voted .selectively. Tins rather discrete 
looking voting makes it necessary t(* go into 
certain issues. Was the vole a vole against 
the Maratha hegemony that was mediated 
through the Congress and its idei>li>gy of 
seculaiism and liberalism ^ ll one buys this 
kind id argument, as some arc. then one will 
liave to logically accept the thesis that the 
Hindiilva ideology f)ui the BIF Shiv Sena 
combine into power It aUo pre supposes 
thatthe combine look its ideological agenda 
seriously for the mobilisation of 
Mahal ashtr«'s electorate. Ti^ unravel these 
issues one will have t^) examine both, the 
ideological mlenlituis of these 1W4> major 
forces and their eletl4»ial politics. We aic 
interested in laising these iiueslitms only !<> 
delineate the nature of Maharashtra polities 
An ailempi is made to tleal with the 
ideological claims ol the lell-dcmosiatic 
parlies, parltculaiiy the Bahujan MahaNangh, 
their electi^ral politic.s so \is ti' 
undeistand ihe phenomenon in al>ellei w ay. 

In the lecent elections, the Congiess has 
h^st Its political base both in teims ni total 
numbci seats and the \Mling pel ventage 
Out of 34 .seats m Bombay, the Congres.s 
has .secured (Ust one seat, losing eight seats 
from last elections. Its voting percentage in 
Bombay slided down Ii4>m 34.S3 per cent 
in 1 to K2 per cent in I a dec i case 

of 4 per cent The somhine has remarkably 
iinpnwed its pertorrnance in the metropolis. 
It has won 30 seals, with its vi>iing percentage 
climbing fiom 41 49 per cent to 49.13 fH;r 
cent, a gam of K percent. Tlie combine was 
the iriajtir beneficiary i^f the 7.2b |>er cent 
incre.iscd voting The Samajwadi Parly of 
Mulayam Singh ^Is4> made inr4)ads in 
Bombay fm the I list time by coinci mg two 
seats. 

In the Koakan regu>n. the Congiess 
strength was reduced t(’ 'nily ihtec seats, 
with tile remaining 2K seats gtung to the 
combine. In western Maharashtra, although 
the combine captured eight additional seats, 
in terms of voting percentage, how'ever, the 
BJP has only marginally unproved its 
position from 5.45 per cent in 1990 \o b per 


cent in 1995. The Sena bagged 12.41 per 
cent voles ct>mparcd to 10.H5 per cent in 
previous elections. Thus, there is only a 2 
per cent increase in the voting for the 
combine. 

Tile Congress lost IS seats to the rebel 
candidates, thus capturing only 37 .scats out 
ol the Udal 75 .seats from the w'estern 
Maharashtra The voting percentage of the 
Ctmgress elided down from 48.83 per cent 
m 1990 to 39 93 percent m 1 *“> 95 . In northern 
Mahuiashtiu. too. the voting percentage for 
the Congress lias gone down from 42 62 per 
cent m 1990 lo 29.09 per cent m 1995 . a 
drop ol 12 pel cent. In terms ol scats, the 
Congre.ss has declined horn 24 seals in 1 990 
to 10 seats m 1995 The combine, inf.tcjul, 
has bouncetl liom eight in 1990 to 15 seals 
III 1995 Amusingly, the viiting percentage 
t)f I he combine has dec leased Imm 29 . .^9 per 
cent in 1990 to 27.09 per cent in 1995 . 
However, in this region, the Congi css rebels 
gotclecieil I roin six constituencies and polled 
12 per cent ol the Viites, mostly cutting into 
the Ciingress base 

In Muralhwada. like the other regions, the 
C4>iigies.s has incurred loss both in terms of 
voting percentage as well asnumberot seat.s. 
Out ol a total ol 4b scats, it has been able 
t4> win onl> 11 seals Its voting peicentage 
Ims climbed di)wn fu>m .36.66 pei cent m 
I 990 io 27 03pcrcentm 1995 . The combine 
has once again impiovetl its strength InMii 
Ib.seatsin IW)to24seatsm 1995 However. 
Its voting percent.ige icgisteieil a slight 
ascendancy limn 28 72 pei cent m 1990 to 
28.82 per cent in 1995 . In Marathw.ida, tv)o. 
the Congiess lehels cut mi(' the Ci>ngiess 
base by grabbing three seats lrt>m the 
Congress. 

Finally, m Vidarbhu. almost the same 
Iiailernemergetlas in the rest of Maharashii ci 
Out of a total ol 6b .scats, the combine has 
increu.sed its score from 22 seats m 1990 to 
33 in 1995. But its voting peiventage declined 
from .34.94 per cent in 1990 tt> 25.90 per 
centin 1995..Similarly, the Congre.ss showed 
a downward trend from 36.66 pei cent in 
19^X) Uy 2.'>.03 pel cent in 1995. While the 
official Congress candidates could gel 17 
seals, the Congres.s rebels were the major 
beneficiaries, winning as many us 14 .scats, 
mostly defeating the official Congress 
candidates. Among (he left-democratic 
parlies, the Jaiiatu Dal managed to gel 1 1 
seul.s, PWP six seals, CPM two scats, and 


Mulayam Singh’s Samajwadi Party three 
seats. Bahujan Mahasangh of P^akash 
Ambedkar failed U) open its account. 
Respectable voting for B ahujan Mahasangh 
in Akola and Amravati districts of Vidarbha 
is its only solace. 

From the above figures one thing becomes 
clear that the voting percentage for the B JP- 
Sena combine, with liic exception of Bombay 
and Konkan. has cither remained static or 
improved insignificantly. Avcragewi.se. the 
voting for the combine has gone up by only 
2 per cent. In such a situation, ideology and 
programme do not help in understanding the 
elccloraJ perlnimancc of a particular party. 
Tlicrcfore, the remaining article attempts to 
explain how the combine managed to capture 
138 .seals w'ithout significantly expanding 
its .social base And which are those social 
constituencies where it increased its hold, 
anil why did the.se constituencies support the 
combine and not other political parlies? 

D()Wnpi.ayinc. Hinditva 

In the recent elections, the B.IP-Sena 
combine did not make Hindulva a prominent 
issue of its election campaign. Instead, it 
relied on electoral calculations and 
manipulations witli the sole ambition of 
becoming a winning coalition. Thai die 
cornliine sought lo give cold shoulder to its 
militant hirulutva appeal was evident when 
the B.IF candidates avoided Sadhvi 
Killiarnbara and Urn a Bharati while those 
wiio could not do .so, had lo request these 
leaders itirefrain from making fiery' speeches 
Tile BIP underplayed the hindutvu card 
basically lor Ihiee reasons. One. keeping in 
view' the past legal record of tlic combine 
candidates, the combine which was already 
scared 4»f the legal con.sequences ol the 
hindutva propaganda, did not want lo annoy 
Seshan and land up into legal complications. 
Secondly, thetoinbine, particularly the BJP, 
feels ihai it has established its hindutva 
idem 1 ty aini>ng a section of V4^teis, and hence, 
sees no ncetl to invoke it. Finally, and more 
iinporlanlly. the combine, particularly the 
BJP, purposely restrained itself from 
invoking the militant hindutva so as to avoid 
antagonising the Muslims and thus prevent 
the consolidation of the Muslim, dalit and 
()BC votes, a major ei>ncern 4>f Ra|endra 
Singh, the chief ot RSS Otherwise, a feat 
similar U) UP lesulls could have occurred. 
This move of the ct>mhine also reduced the 
chances of Muslims voting for Congress as 
a necessary evil Tlie BJP’s election strategy 
seems ti> have worked as the Muslim votes 
gt)t divided amongst independent Muslim 
candidates, the Samaj wadi Pally. JD, Muslim 
Congress candidates, the Congress rebels, 
and in some cases, even among BJP and 
Sena candidates. In exceptional cases, 
Muslims are also rep4>rtcd lo have voted for 
the CPM candidates, as in Kalamnuri from 
Marathwada. Few Muslim voles also went 
to Bahujan Mahasangh. The division of 
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Muslim votes helped the combine candidates 
to get a clear advantage over their rivals in 
at least 15 constituencies. Nevertheless, it 
will be unfair to blame the Muslims for 
failing to reproduce the UP performance in 
Maharashtra. Also, the Mu^Uins do not 
always vole enbloc, subordinating Uieir 
authentic choices to something that docs nv>l 
address Ihcjr local but basic prob]cm.s. 1 ..i 
instance, the Muslims of Sungamner Ui 
Ahmednugar district made their 
marginalisation from the benefits of the co¬ 
operatives amaforreason to Vi)ic against the 
sugar* baron-cum-off icial Congress 
candidate. 

The BJP in order to avoid the Muslim. 
OBC and dalit combination, and also to 
create a counter-hegemonic centre which 
would constitute mainly of the brahmins and 
the backwards, applied another strategy for 
enlisting the support of the OBCs, the 
matangs. the chambhars. and the trihals The 
BJP instead of relying purely on the 
ideological appeal co-opted the backwards 
into its opportunity structures by bestowing 
materia] gains. Notably, almost half of BJP’s 
elected Ml.As belong to the OBC castes. 
Even in the coalition ministry, the BJP, 
unlike its partner, gave three important 
cabinet posts lo the OBCs. OBCs also 
iKTCupy the higher echelons within the pat ly 
structuix; at the state level. Tlic OBCs. who 
find the Congress loo exhausted and the 
Bahujan Mahasangh too tragilc to satisfy 
theirgrowing aspirations, are getting attracted 
to the BJP. Thus, u> realise the brahrnin- 
hackward countcr-hegemony to the 
Maralhas. the BJP is willing to don the 
mantle of the advocate of Mandal. 

In its attempt to make the dal its another 
important components of its hegemonic 
combination, the BJPin this election allotted 
candidature k) the reserved scuts exclusively 
lo the matangs and the chambhars. Out of 
the IK reserved scats for the .SCs. the combine 
won 11 seats, seven gi>ing to tlie BJP and 
the remaining four to the wSena. All the wSena 
candidates are chambhars while thice BJP 
candidates belong to that community Two 
matangs and one each trom sweeper and 
mahar community form the remaining four. 
Till few years ago the matangs and the 
chambhars formed the support base of the 
Congress. Only recently have they shifted 
their allegiance to the BJP, and to some 
extent lo the Sena. However, it is not the 
BJP opportunity structure that is entirely 
responsible for drawing the matangs and (he 
chambhars over to the combine. In fact, the 
inability of the Congress to cater to the rising 
political ambitions of the matangs. pushed 
the latter towards Uie combine Moreover, 
structurally built-in preoccupation both 
these castes with Hindu consciousness makes 
the la.sk ot the BJP to enlist their support 
u littlceasy. As it is clear from its intentions, 
the BJP. unlike the Sena, is keen to win over 
the Mahar-Neo-Buddhist .segment of the 


dalits to Its .side. Therefore, ii.s calculated 
support lo Uic reservation policy, its drive 
for hinduisulion of Ambcdkar. annual 
celebration of Mahad satyagraha by the 
ABVP. and its supp<^rt to the renaming of 
Muralhwada university after Amhedkar. All 
these attempts need 1^) be undeislooit as a 
pari of BJP's hegemonic appropnatam. In 
order lo iucilitatc this process, the BJP is 
makiii,, repeated attempts to create its so* 
culled progressive image among the dalits. 

Thus, in the recent elections of 
Muhaiashtra. the combine, particularly the 
BJP, ciigagcu 111 the game of numbers tor 
its cicw../. ui success. Except in Bombay and 
a lew ujiiun centres where its i.ssue-based 
clcvtui id mobilisation seems to have worked, 
the BJP victory otherwise is negatively 
dciived from the electoral miscalculations 
and cnoi-s of the state Congress leadership 
Even, the electoral understanding of the BJP 
with the Shiv .Sena is influenced less by 
ideological convictions than by the pragmatic 
compulsions to capture power both at the 
stale level and at the centre. In this context, 
it is interesting to note the dislike lor such 
positivist pidilics of the BJPgeltiiigrenecicd 
in the lellci s wnticn by the party sympathisers 
in Uxral newspapers. The social groups that 
.seem lo have conlnbulcd to the 2 per cent 
increase in the combine’s voting sirengih 
were influenced not so much by the 
considerations of hindulva as by pragmatic 
gains Nevertheless, none of the 11 malang 
Ml.As of the u>mbine has got a ministerial 
f>cr(h so lar. Thus, this low caste pragmatism 
busicully represents the same ‘Uncle Tom’ 
image that came lo be associated with the 
muhars in the Congress. 

AkTK’n,AIINC RP(’.K)NAI GRIkVANChs 

The Maralhas. particularly from 
Murathwadu, and the OBC kunbis from 
Vidarbha voted for the combine neither out 
of pragmatic reason of getting access to 
resources and political visibility nor out oi 
a support for hiiuluiva. In fact, theirs was 
a vote against the established Maralha 
domination of tlic Congress and u \o{c foi 
the restoration ot Muratha domination in a 
different political garb. This kind of political 
need for the Maralhas of Marathawada seems 
lohave resulted IVoni two .sets of conditions 
Firstly, the Maralhas roughly lorm 3.S pci 
cent of the total population of Marathwuda 
Avast .section of Maralhas feels that despite 
their participation ui the agitations for 
regional elevejopinent in the early 70s, they 
have been deliberately denied access lo the 
resources i)| co-operatives, political 
institutions and educational establishments, 
controlled by a few elite Manitha families 
from tlie reguni. The feeling cd deprivation 
in not the only grievance that the Maralhas 
suffer. They feci exploited and cheated by 
the Shikshan Samrals of tlie region, who 
.solicited their support for the etlucational 
development of the region hut now 


disertminute against die common Maralhas 
while seeking admission to professional 
courses. The feeling of deprivation and 
exploitation among the Maralhas is furilitr 
aggravated when they are denied access to 
cultural capital by the elites of llieii 
community wlu> behave suhhutnanly and 
an'oguntiy witii them. The pre.sciU elect ions 
revealed this feeling of disgust for the rich 
Maralha arrogance in some constituencies 
of Jalna. Osmanuhad and Latur. One 
prominent Maratha Congres.s leader from 
Osmaiuihaddisirict.uHersensing iliismtHKl, 
discouraged Ins aiTogant suppoiiers from 
canvassing, only to save a few more votes 
But lhe.se very .subaltern Maratha.s behaved 
arrogantly tow<ird.s the dalits and indulged 
in vandalism in the anti-dalit riots that broke 
ioo.se after the icnaming of Marathawada 
university. In fact, the Congress move lo 
rename the university was not the major 
issue that made the subaltern Maralhas lo 
vt>le against theCoiigre.s.s. The real ct)mplain! 
of these Maralhas against the Congress was 
that despite being their ’own government’ 
the Congress rule made them lace legal 
harassment and police enquiry under anti- 
alrocities act While the BJP maintained its 
coolness aht)ut the renaming issue, the 
feeling i^f betrayal, as sensed by the Maralhas. 
was successlully exploited by the Sena, 
wh(^se candidates got elected with large 
mujgins from Osmanabad. Becd. Jalna and 
Parbhani districts, the wt^rsi alleclc<l areas 
duiing ihe anti-dalit riots ol 19^)2. In this 
regard, it is interesiing to note that the 
plebeian Marathas voted lor (lie CiJiigicss 
I'ebel candidate liomGangapurconsliluency 
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9 s he lipcaiheaded the anti-reiiaining agitation 
in Marathwada. Thus* in Marathwadu. the 
BiP-Senu and BJF success has its base in 
the vote against the upper Murathus and the 
Mahar-neo-Buddbistcommunity. In such a 
situation, where the dalits are projected by 
the interested parties us caste enemies of the 
Marathas. Prakash Ambedkur, adulit. cannot 
become a rallying point for these misled 
Marathus who refuse to acknowledge 
Ambedkar's contribution to the anti-upper 
Maratha mobilisation. 

ilk Vidarbha. particularly in Akolu and 
Amravati districts* the combine registered 
remarkable electoral success. But this is not 
because of its programme but becau.se it 
could consolidate the Kunbi and the OBC 
votes who felt twice alienated, firstly, by the 
Congre.ss and secondly, by the Bahujun 
Moliasangh. In thc.se two districts, majority 
of Kunbi vole.s went to the combine because 
the Kunbi.s still share the Maratha 
ton.sciousness. envious of the n.sc s 

who till yesterday were dependent their 
patronage Moreover, the Kunbis did iu>t 
support Prakash Ambedkur. partly because 
he is a dalit* and |)aill> because his party 
leads a .struggle lor gairan' which diicctly 
tounicrs the mlei’csls ot the Kunbis. 

In western Mahaiashira, particularly in 
lural constituencies ol Pune. Dhulc and 
Na.shik ditlncls the ct^mbine has made 
inn)ads into the landed Maialhas and OBC 
communities. Tins is enliicly because of the 
investment t^f national and inulti-nationul 
capital in hoiliculture that seems to be 
displacing the iM;asanirv' in these regions. 
Tile peasantry was found expressing its anger 
against Sharad Pawar whom they consider 
as a son ot peasantry but who was ready to 
.sell then interests to urban capitalists and 
foreign investors interested in mtmopolising 
the grape iiidustiy in Nashik district and the 
llowcr production in Pune district. 

Cai.! onsNhss. Criminai i.samon and 

CORROn ION 

In the Bombay region in Konkan, some 
important ctiinhinc leaders and sympathisers 
dc.scribed their victory as a vole against 
Sharad Pawar. These forces would like to 
believe that their victory was victory against 
coiTuption, callousness and cnminulisation 
that was embodied by Pawar. Thus, according 
to this logic, Sharad Pawar was singularly 
responsible for the combine’s vicloi*y. 
However, one will have U) go beyond this 
singular attribution and locate the three 'C’s 
into the logic of the process. Apart from this, 
it IS alsti necessary to address two mt>re 
issues while making .sense of Maharashtra 
politics after elections. One, wliy it was not 
possible for the third force to offer a 
progrcs.sivc and democratic alternative 
similar to the one in Bihar, UP* Andhra, and 
Karnataka? Secondly, what are the factors 
that create contradictions between subaltern 
politics and its emancipatory intentions? 


In the recent elections, the opposition* 
particularly the B.iP'Scna combine made 
callousness, criminalisation. and nuire 
particularly, corruption, the major i.ssuc.s of 
their campaign against the Congre.ss. Tlic 
question that arises hcie is why corruption 
was made intMc prominent than bcfoic'^ Does 
it mean tliat ilicre was no corruption earlier'^ 
11 no. then, why did (he urban-based middle 
class get unu.sually influenced by the 
combine’s propaganda against conuplion* 
which they a.ssociated with Sharad Pawar? 
ItisquitctructhattliemkldleclassofBombay 
and Pune and other towns in the state voted 
for BJP since they perceived Congress as 
promoting conuption. But it is not that the 
middle class had a moral con<!:crn. In fact, 
they noticed the numerically insignificuiu 
new middle class becoming, suddenly 
enormously rich through kick-hacks from 
multinationals and bank .scums. This middle 
clus.s which i.s numerically huger, feels 
relatively deprived and completely lell out 
from the l.ivi channels of kick-backs and 
.security seams The feeling of depnvatk)n 
IS further fHupelualeJ among the middle 
class becau.se the routine channels of 
coiTuption appealed choked because of the 
lackadaisical icspon.se of the state to the 
glaring privatisation of cctmomy which has 
lifted restrictions on certain expoit -import 
commiKlities 'Flius. on the one hand, this 
rniddlechiss leels left out from the highw ays 
oi corruption, and on the other, due to the 
growing grip the unscrupulous builders, 
and even the natkmal and multi-national 
capital in the real estate. spcculalu)n prices 
are reigning the Hat market ot Bombay, and 
now. even in Pune. Tlic big industrialists, 
and even the multi-nafionals. with buildeis 
of all varieties nourished fi^eely in Bombay 
during the Congress rule. These 
developments in the construction industry 
have certainly rcslricled the rcsitlenlial 
mobility This feeling of middle class 
saturation (Shiv Sena’s promise of giving 
hou.sc.s to lakhs ot people can be linked to 
the feeling ot middicclass saturation). Iound 
mostly m small tenements, and even in the 
.slums, i.s also compounded with the sense 
of loss of identity in the melting-pot of 
Bombay, and was systematically exploited 
by the B.IP-Sciia combine in recent limes to 
the latter’s electoral advantage. In such 
situations either coiTUplion or the criminal 
nexus Ix'lweeii the politicians and the bui iders 
t)r promoters becomes superficial 
expression of the deep-rooted process of the 
appropriai iim of resources by a lew and the 
sense of alienation anu>ng the middle and 
the lower middle classes* of not being able 
to gencruLe enough re.sources, as to make 
people tolerant about high-level corruption. 

Callousiwss lowaixls the tribals and the 
Muslims in Maharashtra w as aiuXhcrcrucial 
facti>r that went against the Congress in the 
recent elections. But it helped the combine 
only marginally. The Gowari tragedy in 


which more than 123 Gowaris were killed 
in a stampede in Nagpur in Ntwember 1994 
had inipactonly in some pockets of Bhandara 
district of Vidarblui. In this district the 
Gowaris are in signiftcanl numbers and the 
BJP succeeded hecau.se it booked the Gowari 
leaders right from the Gowari lragc<Iy. The 
Gowai'i tribals. who contested from the seven 
.seals in Vidarbha, could get only theChimur 
.seat where tlieir front-line leader. Gajbhcgot 
elected. The anti-Congress fceluig among 
the Gowaris was so strong that they 
coiulemned tho.se Gowari leaders whom the 
Congi ess tried to woo. The callousness of 
the Congre.ss government which led to the 
starvation-deaths of more than 2()() children 
in 1991 inMelghatconstituency in Amravati 
district of Vid.iri^ha was once again exploited 
by the BJP successfully as its candidate 
scored a victory over the BSP candidate and 
the Congress candidate came a poor third 
m this constituency. 

However, neither the starvation deaths of 
tribals in Melghat. nor the Gowari tragedy 
had any impact on the tribals from northern 
Maharashtra. Bccau.se the tribals from 
northern Maharashtra had opposed the 
Gowari demand for tribal reservation, the 
message of human consideration that the 
Gowari tragedy demanded wa.s not 
adequately caiTicd to the tribal quarters in 
northern Maharashtra And if at all it was 
canied. it could not become a major agenda 
for those tribals who in some ca.ses were 
lequired it) tackle the high-caste-class 
opposition. This tribal struggle against the 
Ujiper caste oppt^silit^n was the major issue 
in the recent election in Akola. a tribal 
constituency in Ahmcdnagar districM. Tlie 
ex Congress minister, Madhukar Pichad, 
who had U) resign i>vcr the Gtjwari issue, 
was expected tt> Ukc the election in this 
constituency. But Pichad wa.s facing rough 
weather more due to the lough opposition 
of the sugar barons who did not appreciate 
Piehad sharing waters of Pravara river. Tlie 
river water was considered monopoly ol 
lugh'Casle sugai barons before the 
establishment of Agasli .SugarCo-opcrative 
dial was initiated by Dadasaheb Rupavate, 
a dalit. but subsequently, taken over by 
Madhukar Pichad. a tribal This was the 
toughest fight in the recent assembly 
elections. But thanks to the tribals. and die 
developmental work that Pichad did in his 
constituency, he could foil all the attempts 
of his opponents and return victorious w'lth 
a comfortable margin of 20.0fK) votes. 

However, in Melghat. Cliimur and Kinwal, 
the callousness of the slate government wa.s 
responsible lor its debacle But diis attitude 
ot the government w'as the result of the 
failure of genuine liberalism, and afterwards. 
tlicmt>ck liberalism lowaixl.s women, tribals 
and dalits. However, as the recent elections 
showed, it was the fukc libeialism which 
cost most dearly to the Congress Party in 
the .state. The demolition of thcBabri masikl. 
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which was followed by comniunal riots in 
Bombay in January 1993 created intense 
unti‘Congress feelings among the Muslims. 
The Congress leaders, particularly Sharad 
Pawar. i-caliscd this aiUi-Congrcss feelings 
among (lie Muslims and was also aware that 
Muslims can defeat any candidate in as 
many as 16 assembly constituencies. 
Thcretorc. in view of this critical support 
of the Muslims, Pawar was making last 
attempt to remove this feeling partly by 
being apologetic, and partly llirough Muslim 
intellectuals from Maharashtra. This was 
evident when .some Muslim intellectuals 
made an uttempi to organise Muslim-OBC 
conference at Aurangabad just on the eve 
of the recent elections. But tlie Muslims of 
Maharashtra were not intlucnccd by lliis 
attempt: on the contraiy, the Congress Party 
at the centre tried to further annoy them by 
withdrawing its support toMuJayam Singh’s 
minisny in Uttar Pradesh. The resentment 
over the Congress move in UP was evident 
among the Muslims of Akola. Bombay and 
Dhule This perpetuation of leeling t)f 
Cong]'i:ss l>etrayal among the Muslims not 
only result in the dcpcat of 4lie Congress but 
it als<i belied the ho|K*s i)f lho.se Muslim 
intclicctiials who thought that the Muslim 
anger against the Ci^ngress was transitory, 
and ultimately, the Muslims would vote for 
the lesser evil in order to avoiti the menace 
ot hindutva. 

li IS true that the Muslim protest is 
signilicantly responsible lor the Ctmgrcss 
dclcut in certain ctm.stifuencies but at the 
same lime the factionalism within the 
Congress alst) led to the mutual rivaliy 
between the Congress candidates. Shai.ul 
Pawar. in ordcrlo improve his image annau 
the disgruntled Marathas. saw to it that teln i 
Marathas get elected against the i>fficial 
Congress OBC candidates from Piiiu 
Cantonment, Ashli, Sangli. On the otliei 
hand, it is allcgcil that he also helped (<Klcleai 
Iheofficiui candidates supported by his rivals 
at tlic centre. It is argued that he did so. a.s 
U> wipe out the internal opposition once Uk 
all andetmsolidate the Marathas from lebel. 
JIX independent and the Congicss sect ions 
Tile elected candidates of Janata Dal should 
owe much to Pawar Ibr their victory. 

Similarly, it is Pawar who.is resiionsihic 
for thwarting the tliird force unity in tiie 
slate. In fact some of the Muslim activists 
tried to convince the leaders, particularly 
from the Janata Dal. to join the third force. 
When they saw their appeal not being heard 
by the Janata Dal leaders, they stayed a 
dhartia in front ol the Jl) office in Bombay. 
Sv>me Muslim leaders in order to facilitate 
the formation of tliird force volunteered ii> 
back out from the competition for acquiring 
assembly tickets. Tlien, why did the Janata 
Dal, PWP refused to join the third force? 
Why did some very politically insignificant 
gioups demand disproportionate, and iiencc. 
unrcasmiably large number of .scats? It is 


alleged that it was at the tn.staiice of Sharad 
Pawar that (he small groups demiuidcil about 
2()0 seats, so as to n/./lc out the unity move 
by Uie Bahu)an Shramik Fnml. It is further 
alleged that Pawar was worried by the rise 
of the Bahujan Shramik Front. It is this front 
which was xcnously mobilising the mas.ses 
iiguinst Pawar government's globalisation, 
liberalisation and privatisation policy. 
Similarly, the hront had also taken up the 
distribution of Vaian, gairan and ceiling 
land among the dahts and the tribuls. If this 
Front, along with the Muslims, had captured 
the power, they would have cut short Pawar’s 
economic pv)licy. Hence. Pawar Iccis 
comfortable with the BJP-Sena for three 
reasons: the BJP-Sena‘s lack of separate 
economic policy, and Pawar's beliel'lhat the 
ct)mbint* would collap.se partly uiuler the 
weight of contradictions between the two. 
and partly under the weight of rabid tongue 
o\' the Shiv-Sena leaders. Thus, lor Pawar 
the third foi cc w<is a real challenge There Ioi e. 
it is alleged thai Pawar slartcd,ilebditating 
the third lorce light since the co-oplion of 
Bhimrao Keiam. .1 tribal MLA elected on 
Bahujan Mahasangh’s ticket iViun Kinwat 


con.stiiuency in the 1992 hy-election. Tlie 
process of Weakening the third foixn; was 
completed when the talk of unity was foiled 
on the eve of recent assembly elections. 

However, one need not put all the blame 
on Sharaii Pawar for the fufluie i^f unity 
efforts. In fact, there is something seriously 
wrong with |H>litics of left forces and BRP- 
Bahu|un Mnhasangh. Both these forces once 
again got a historical opportunity after 19.59 
10 give a normative lead to subaltern fK^lilics. 
But they ended up doing positivist politics 
in which they cannot succeed because it 
demaiuls a lot of calculations in terms i>f 
organising both material and human 
resources to (ranslorin the sheer numbers 
into winning combinations. Tlic politics of 
winning combinations deviates from the 
normative consideralioiis and prompts to 
pul up candidaies who do not buy your 
normative position but can win elections 
with power and rcsiuirces at ciimmand. The 
pnd^lem with tlic icit .ind Bahupin Maha|an 
Sangh in this clctlion was that they did imt 
want tiHleviate It om the niirniat ivc concerns 
whicli at the same lime made them tail in 
positivist politics 
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Baokingon (be Poor 

Sttkhwiiidbr Singh Arora 
Dhrav Mankad 

Improving access to credit facilities hy itself means very little to the 
mass of the rural poor The opportunity to use these facilities will come 
only when investments in agriculture increase. 


at 12 per oeiit. Recently another aouroe of 
ciedUforwomenSHOmemberahaabeeoi^e 
available. RashtriyaMahilaKoah, aaeparate 
society set by the government of Iiidia is 
providing finance at 8 per cent either to 
SHOs or the NGO« provided the members 
are not charged rate of interest which is 
higher than 12 per cent 

Creott Availability 


THE winds of liberalisation, global 
competitiveness and hard commercial logic 
has swept away the will of the bankers and 
the government for using credit for rural 
development. This is evident from the moves 
initiated by the hanks to close down the so- 
called loss-making branches, most of which 
are rural branches. Whether these branches 
have met the objective of fuelling the 
development of agriculture and other rural 
enterprises efficiently and effectively, is 
debatable. What is not debatable is the 
necessity of availability of credit at a 
reasonable cost for any nascententerpri.se to 
survive and grow. Tfiercfore, there is no 
doubt that the remedy sought for the disease 
is certainly more harmful than the disease 
itself. ('Killing the Patient’, £P1Veditorial, 
January 29, 1994) 

There is a parallel move being initiated 
ostensibly tu ‘buffer’ the impact of the 
withdrawal of the source of rural credit JThe 
lead role is being played by NABARp with 
non-government organisations (NGOs) in 
the supporting cast. 

Early last year, the Foundation for Deve¬ 
lopment Co-operation (FDC), MYRADA 
and AVARDorganised asemi-nar ‘Banking 
with the Poor’ at Bangalore. Policy-makers, 
senior bankers and NGO representatives 
attended this workshop. A similar workshop 
organi.sed along with the Indian Bankers 
Association preceded this woikshop. FDC 
aims to strengthen international co-operation 
and development through policy-oriented 
research and by supporting non-govemmcntal 
efforts to promote development, e.speciaily at 
grass roots level. FDC is based at Australia 
and receives support from many Internationa] 
agencies including UNDP, World Bank. 
MYRADAisalargeNGOworkingmainly in 
Karnataka and based in Bangalore. AVARD J 
is a network of NGOs working in India. 

The focus ofthis woikshop was to explore, ^ 
demonstrate and publicise the scope for, 
increased access to credit for the poor on a 
sound commercial basis. The major 
submissions made at the workshop are ' 
summarised below: (i) The poor are good 
credit risks; they have a high propensity to > 
save if opportunity and motivation are given ! 
to tbtmi, and they are fully ‘bankable!’, (ii) ^ 
In this connection, the main problem the | 
poor experience is t6 achieve better access | 
to credit, rather than to reduce its cost, 
(iii) Non-governmental organisations, and 
self-help groups (SHGs) of the poor,... are 
able to mobilise group savings, to provide ! 
groupguaranteesasasubstituteforcoUatcral, | 


to reduce transaction costs through group 
action and voluntary labour, and to achieve 
high repayment rates on loans, (iv) Banks 
can meet the credit needs of the poor by... 
using NGOs and .self-help groups as financial 
intermediaries, (iv) International organi¬ 
sations, donor governments and local 
governments should give strong support to 
these policies, and also provide more 
substantial financial support for the 
institutional strengthening of NGOs, for the 
formation of self-help groups engaged in 
credit management, and for the linkage of 
such groups with commercial banks. 

SHGs arc groups of women or men which 
collect from members monthly savings 
ranging from Rs 5 to Rs 10 and in turn 
provide credit to the members at interestrates 
ranging from 12 to 24 per cent per annum. 
Already, finance is available from Banks 
(refinanced by NABARD) eitlier directly to 
these SHGs at 12 per cent or to them through 
NGOs. In the latter case, the NGO gets credit 
at 8 per cent for onward lending to the SHGs 


Both these schemes are prefaced by an 
understanding that ‘‘Banking with the poor 
has been conducted with the assumption that 
lack of access to credit or its unavailability 
on terms that make possible a proper return 
toenterpiise, is acrucial constraint upon self- 
help by the poor (FDC, p 13)”. 

Unfortunately for the majority of the 312 
million poor in India, salvation lies neither 
in enterprise development nor in improved 
acces.s to credit. In underdeveloped areas the 
scope for producing goods and services in 
the informal sector are limited even if the 
individual has ^e ability and the willingness 
to set up an enterprise and even if credit is 
made availaSle for this purpose. We tend to 
underplay the need for an effective demand 
to sell gcKxls and thus end up with an over¬ 
emphasis on removing supply constraints 
such as credit and skills. It is clear that 
opportunities will only become available with 
increased investments in agriculture leading 
to increa.sed demand for non-family labour. 
On the other hand increased surplus 
generation at family level from farm and 
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fann sources wiil spurdcmiuid for goods and 
setvices from the mfonnal and the formal 
sector leading to enterprise development. 

We are woricing in an underdeveloped area 
for the last six years. Our experience has been 
that access to credit definitely helps some 
families. But a large percentage of families 
simply do not access credit in order to make 
significant improvement in income levels. 
This is so even when we are not scheme- 
oriented and support any reasonable income¬ 
generating opportunity. Also wc offer 
interest-free credit and any related support 
that the family may require. We believe that, 
there is an economic rationale at wotk in the 
rejection of credit even at such attractive 
terms. 

TVaditionally purpose wise, credit has been 
classified as credit for consumption as against 
creditforproduedon. Wepropo.se a different 
nomenclature maintenance credit which 
maintains family, its income and assets and 
growth credit that facilitates the growth of 
family income and assets. SHGs which arc 
seen to be the panacea for credit needs of 
the poor, can substitute for credit needs met 
by moncylcnder/relatives. That is, they can 
give credit for immediate consumption or 
cretlit as a tradera* advance or as working 
capital for an existing enterprise, and are 
thus good sources of maintenance credit. 
However, they cannot provide the growth 
credit, given its high co.st. 

ITiis is so because any credit whose yearly 
rate of repayment plus rate of interest is 
higher than the annual return received from 
die investment will reduce present incomes 
ot result in liquidation of assets. Since most 
{tocff have low incomes, and no assets, such 
a situation for them will mean reduction in 
even the existing already low consumption 
levels, which can lead to an impact quite 
contrary to what is being envisaged, This is 
the situation even when the rate of return on 
investment has been assumed to be as high 
as 30 per cent and in actual practice it will 
be much lower. Thus, high cost of credit, 
even when the latter is easily available through 
SHGs, will not allow growth of an enterprise. 

Are the NGQs and the banks not aware 
of this reality? It is difficult to answer this 
question. But it is not difficult to see why 
involving of NOOs and SHGs as financial 
inteimediaiy is being paraded a.s the panacea 
for the poor. It may be intere.sting to see what 
the banks get out of it - an assured return 
of 8 to 12 per cent on the capital as the NGO/ 
SHO stands guarantee, an as.sured repayment 
of the capital lent to the NGO/SHG through 
NOO and all this at a very .small cost for its 
ftcovciy - maximum cost being 4 per cent 
- the difference between the lending rates 
toNOOs and to SHGs. Thus, the banks want- 
ing to get out of the coop of high costs 
associated with rural credit ha ve found a bail. 

Out of this enlightened $elf-interestsprings 
the discovery of self-reliance and self help 
ofthepoor.Itisas though, the donor agencies, 


the governments and (he tending banks arc 
banking upon (he poor for the commercial 
soundncvss of (he banks' credit operations. 
All this is not to .say that SHGs have no place 
in the strategy for self-reliant development 
of the poor. That they have great potential 
for providing an empowering forum 
particularly for women, is beyond debate. 
Also, they form a source of assessing 


ON March 5 tlic quiet and slumber of a 
Sunday afternoon in Kohima was shattered 
when soldiers of the 16 Rashtriya Rifles 
Force opened fire at the civilian pedestrians 
busy with everyday activities. The 
indiscriminate firing for almost two hours 
using grenades and lethal two-inch mortars 
inevitably left behind a chaos - 10 dead 
including two children - one infant, and 20 
wounded. The explanation given by the 
Rashtriya Rifles is that their convoy which 
was travelling from Imphal (o Dimapur was 
ambushed by suspected NSCN insurgents 
when the bus reached Kohima. However, 
top police sources insisted that there was no 
evidence of any attack and the .soldiers fired 
in panic when they heard the sound of a tyre- 
burst. Reports confirm that the explanation 
of the Rashtriya Rifles is absolutely ba.selcss 
and it even refu.sed to listen to a brigadier 
of the Assam Rifles who tried to expostulate 
with them. As a matter of routine the chief 
minister of Nagaland has ordered a high- 
level enquiiy and ex-gratia payment of Rs 
10.000 and Rs 5.000 to the next of kin of 
those killed and injured. Another routine 
affair was the prompt visit of Rajesh Pilot, 
the minister of state for interna] security. 
This the third such incidentin less than three 
months when the Indian army men went 
berserk and opened fire in civilian area. On 
December 27 last, retaliating to the death of 
a lieutenant colonel and ajawan killed by 
the NSCN, the army of the 16th Maratha 
Light Infantry opened fire in the civilian area 
of the Mokokchong town of Nagaland. The 
two-hour mayhem left 10 civilians dead. 89 
shops and 48 houses gutted and over 20 
vehicles chaned. Even as theNational Human 
Rights Commission was investigating the 
incident another person was killed and two 
minors injured in an army firing at Akuluto. 
a small township. 

The total disregard for human rights by 
the army in the insurgency affected regions 
of India and the murder of civilians, not to 


irntmediate credit with dighicy. 

What we need loquestionis tbe|Ux>pehsity 
of international development agenctes and 
their partners in the couittry to usmp - 
wittingly orrarely though, unwittingly-pro- 
people ideas and programmes and turn them 
into mere economic instruments with 
blatantly self-serving objectives, ostensibly 
in the interests of the poor. 


talk of fake encounters, torture of innocent 
young men, cu.stodial deaths are nothing 
new. But going by the developments in 
Nagaland in thepast months, the ferocity and 
frequency of such human rights violations 
has shot up to gigantic prop<irtion,s. Caught 
between the underground who virtually run 
a parallel governmcni and the army men. the 
battered iwpulacc of the north-cast seems to 
have no respite. The heavy presence of the 
army and the intcn.sification of insurgent 
activities in Nagaland. Manipur and North 
Cachar Hills in recent times has tremen¬ 
dously affected the normal life of tlie people. 
‘Fear’ has become then constanlcompanion. 

As far as the Indian army is concerned it 
i.s not.really known lor ‘restraint’ but what 
is dangerous is the psychology of ‘revenge’ 
which they scerns to ha vedevclopcd recently. 
The underground militants attack .symbols 
and reprc.senlativc.s of the Indian state. As 
such the Indian army is their prime target. 
But avenging the death of a colleague by 
killing civilians and destroying civilian 
habitats seem to be their new tactic. The 
Indian state cannot absolve itself of the 
responsibility in such development. It has 
.sent the army into the area activating a ‘war 
psychology’ not as protectors. Like most 
Indians, the people of the north-cast - most 
of whom arc Indo-Mongoloids speaking 
Tibeto-Burmen language, the army men also 
view them as non-Indians who are to be 
taught a lesson for hai‘bounngseccs.sionist 
idea.s. Hence they con.sidcr the entire area 
of operation as enemy-country and ever 
ordinary Naga or Meithei villages as hostile. 
Such a mentality is at the root of their 
frequent ’panic’ and murder of innocent 
civilian.^ without any sense of guilt. It is 
obvious that Indian state i.s not unaware 
that by such acts it is further alienating the 
people of the region. But it does not appear 
to be unduly perturbed. The poin t. it seems, 
is to make these alienated people ’^behave 
themselves”. 


Hmnan Rights Vidation in Naga Hilis 

Sajal Nag 
Tejimala Nag 

While the Indian army’s operation in insurgency-ejected areas has 
never been known for its restraint in recent times the-ferocity and 
frequency of the army’s human rights violations is on the increase. 
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little Merdiants of War 

Land Mines as Sentinels of Death 

Vinay Lai 

Where there is fighting, one expects tfua people will he killed; however, 
in many parts of the world where fighting once took place and has since 
ceased people continue to he killed hy discarded weapons of war. 


IF the cold war has ended, humankind has 
nonetheless not been rid of the scourge of 
war, In the five years since the fall of the 
Berlin Wall, and the shorter time since the 
demise of the USSR, the traffic in arms and 
ammunition has shown no signs of 
diminishing; if anything, the aftermath of 
the Gulf war provided American companies 
with new defence contracts worth billions 
of dollars, and military expenditure in the 
entire west Asia saw a spectacular increase. 
Even as GecH'ge Bush announced a new 
mitiati VC for bringing peace to west Asia and 
placing limits on the proliferation of weapons 
of mass destruction, the US, which tcxlay 
commands 57 per cent of the world’s arms 
market, had already negotiated massive new 
contracts for arms transfers ' Far from 
abating, regional conflicts show signs of 
having escalated, and new conflicts have 
arisen in other areas, such as Georgia, 
Azeibaijan, and many parts of the former 
Soviet Union. The withdrawal of the Soviet 
Union from Afghanistan did nothing to bring 
an end to the conflict in that region, while 
the ambivalence of western powers has 
allowed Bosnia to become tlie world ’ s most 
unforgiving battlefield. All these conflicts, 
however, retain a visibility even when they 
do not command the attention of the world, 
and even the hitter civil war over Kabul, for 
which western powers seek to take no 
rc.sponsibility, has notentirely vanished from 
the horizon of our conscience. 

In the byways and alleyways of warfare, 
by contrast, death takes place slowly, 
tortuously, and - most significanfly - with 
litde fanfare and even les^ visibility. Where 
there is fighting, one expects that people* will 
be killed; however, in many parts of the 
world where fighting once took place and 
has since ceased, people continue to be killed 
by weapons of war. Imagine a farmer who, 
having gone to sow his land, gets blown to 
pieces, or a group of children on their way 
to school who trigger an explosion that takes 
the life of one of them and removes the legs 
of another. After the weapons have been 
surrendered, and the soldiers have taken 
their leave of the land, the sentinel of death 
still keeps watch. This ever-watchful guard, 
merchant of destruction, is the puny and 
'Seemingly insignificaiit land mine, once 
characterised by a Khmer Rouge general as 
’’the perfect soldier*evar courageous, never 
sleeps, and never misses**.^ In a recently 


published work, entitled Landmines: A 
Deadly Legacy, a formidable enterprise of 
the Arms Project of Human Rights Watch, 
Kenneth Anderson describes land mines as 
a ^'weapon of mass destruction in slow 
motion’’. As he puts it dramatically, 
landmines ‘Yecognise no ceasefire”, and often 
they ”maim or kill the children and 
grandchildren of the soldiers who laid 
ihcm”.^ Mines were once tactical, primarily 
defensive, weapons; today, argues 
Anderson, they arc an "offensive, strategic 
weapon often aimed deliberately at civilians 
in order to empty territory, destroy food 
.sources, create refugee flows, or simply 
spread terror”.^ 

Thus, while the world has remained 
indifferent, the.se (often long-forgotten) 
mines have been performing their appointed 
task, insistently suggesting to us that it is 
not only Stealth Fighters and other flashy 
items In the ar.senal of powerful nations 
that cause mayhem in the lives of ordinary 
people, and scr>Ping as a poignanlreminder 
of the fact that it is the little things in life 
that will come to haunt us. To gauge the 
enormity of the problem, and the extent of 
the complicity of ^civilised* nations in 
contributing to the manufacture, sale, and 
use of these insidious weapons, we have 
only to turn to the pages of Landmines, 
which must remain for sometime the most 
exhaustive and definitive source of 
information on this subject. It is estimated 
that at least 85 million unexploded mines, 
and possibly more than 100 million, lie 
scattered in 62countries. Thercpoitdescribes 
Cambodia, Laos. Vietnam, Afghanistan, 
Ethiopia, Somalia, Sudan, Mozambique, 
Angola, Bosnia-Herzegovina, Croatia, 
Kuwait, and Iraq (especially Iraqi Kurdistan) 
as ^landmine disasters’, while in numerous 
other areas, such as the border between Iran 
and Iraq, the coastal areas of Nicaragua, and 
parts of E) Salvador, the problem is of acute 
proportions. In Cambodia and Afghanistan, 
nearly 25 per cent of the total land area is 
heavily mined; in African countries, while 
the proportion of land thatis mined is lower, 
in absolute acreage the total area that is 
affected is frighteningly large. The countries 
are most affected are in the third world, 
where agriculture still predonunates, but 
where much of the arable land is mined; on 
the other hand, since these countries are 
severetyhampmdbyuiideadevdopn^ they 


lack the resources required to tackle the 
problem. 

As the compilers of Landmines and 
numerous other writers have estimated, 
landmines result in nearly 800 fatalities and 
450 injuries every month; another 
organisation has given the figure of 30,000 
casualties yearly, 90 per cent of the victims 
being civilians. Where the explosion does 
not lead to death, the amputation of one or 
both legs is the most common effect. In the 
US, the ratio of amputees to the general 
population is 1 to 22,000; in Cambodia, 
described in a recent US state department 
report as "a textbook case of a country 
crippled by uncleared landmines”,' one in 
every 236people is an amputee.^ In a country 
with a population of 8.5 million, there are 
over 35.000 amuptees, "In no country of the 
world”, continues the .state department 
report, "have uncleared landmines had such 
an enormous adverse impact as in 
Cambodia ^ Unlike the mines in Southern 
Vietnam, for which American troops must 
bear responsibility, the mines in Cambodia 
were laid by Vietnamese military forces, 
which launched an invasion of Cambodia in 
December 1978. In the protracted conflict 
waged during 1979-91 between the 
government of Cambodia and numerous 
resistance groups, mines became - as they 
have in other developing countries - the 
weapon of choice. An anti-personnel mine 
costs as little as S 3; the heavier anti-tank 
mine can be obtained for4ess than $ 100. 
Despite the UN Convention governing the 
use of landmines, entitled' Prohibitions or 
Restrictions on the Use of Certain 
Conventional Weapons Which May Be 
Deemed to Be Excessively Injurious or to 
Have Discriminate Effects’, to which the 
US incidentally is not a signatory, the forces 
involved in the Cambodian conflict did not 
lay mines in the, a.s it were, "prescribed 
manner’. As de.scribed in Landmines, "one 
particularly deadly improvisation used by 
all factions was the multiple stacking of 
mines”. An anti-tank mine requires greater 
pressure to explode than an anti-personnel 
mine: to obviate this problem, anti-tank 
mines were placed below anti-personnel 
mines, and a mere 0.23 kg of pressure 
could detonate the stack: "thus, even a child 
could easily initiate the combination”.' When 
the field is laid not by the rules, the removal 
of mines is rendered painfully difficult. 
The Iraqis, in the recent war, observed UN 
and other international protocols while 
mining Kuwait, although a recent report 
indicates that they also "buried anti¬ 
personnel mines two- and three-deep, 
hoping that whoever clears the field will, 
in a moment of slack concentration, step 
forward without rechecking where the last 
mine came from”.’* 

The use of mines in warfare has, as is 
now conceded, vastly proliferated since the 
second world war. In the Italian campaign 
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of 1944, theproponkHiof txiilitary caKualliefi 
attributable to mines was 4.4 per cent in the 
Vietnam war, this figure went up to 33 per 
cent while in the civil war fought in 
El Salvador in the 1980s. as many as 90 per 
cent of the casualties are said to have been 
caused by mines.^^ In the Balkan war tliat 
has been waging over the last few years, 
three million mines were laid, while during 
the two-decade old Angolan civil warnearly 
20 million mines were utilised. The cheap 
cost of these mines accounts for their 
popularity, particularly among insurgent 
groups conducting gueirilla wars on tight 
budgets, as does the difficulty of detecting 
them, and the even greater hazards and cost 
of removing them. The cost of clearing a 
$ 3 mine can run to as much as $ 1,000; 
clearing all the mines would entail a 
commitment of between $200 billion and 
$ 300 billion. Mine-clearing tools are 
ineffective against mines that require two 
compressions instead of one: once one has 
stepped on a mine and nothing has happened, 
the person behind him assumes it safe; and 
when he steps on it, the explosion takes 
place. Mine detectors, moreover, work only 
when the metal content of the mine is high 
enough toallowdetection, and manufactures 
of mines have in consequence markedly 
increased the plastic content of new mines. 
As the Stockholm International Peace 
Research Institute has stated in its report, 
'Explosive Remnants of War; Mitigating 
the Environmental Effects’, 'It is important 
to reiterate that so far, no technical means 
is known by which the systematic clearance 
of an area can be accomplished in a rapid, 
safe, and simple way".'* 

Little has l^en known so far about tlic 
manufacture and sale of landmines, but this 
deficiency has been more than adequately 
redressed in Landmines. Tbe largest 
manufacturers areltaly. China, and the former 
Soviet Union, and several dozen other 
countries are involved in this business as 
well. The US was, in the heyday of the 
Vietnam war, a large producer and exporter 
of mines, but ceased to be a major player 
by the late 1970s, although copies of some 
American models have been flourishing. By 
American govemmentestimates, 15 percent 
of the mines buried in the earth today arc, 
nonetheless, of American provenance.'^ In 
the wordwide arms trade, the $ 200 million 
spent on all mines represents a pittance, a 
minuscule fraction of the annual worldwide 
expenditure on defence. The American 
'withdrawal* from tbe trade in anti-personnel 
mines may owe as muefr to considerations 
of profit, and the political economy of 
warfare, as it does to tbe conscience of 
America. In 1992, largely as a result of the 
efforu of Senator Patrick JLeahy, the US 
Congress passed a one^year moratorium, 
.subsequently extended for three years, on 
the export of anti-personnel mine.s. In 
defending this legislation, Senator Leahy 


pointed to one of the more insidious aspects 
of mine warfare: "What do chemical and 
biological weapons have in common with 
landminc<{: Tliey do not discriminate. A 
landmine will blow ihc leg or the arms off 
of whoever steps on it. ll does not make any 
difference whether it is a combatant, a 
civilian, older person, or a child**.'’' In 
northern Somalia, according to the London- 
based Mines Advisory Group and African 
Rights, 75 per cent of the victims of mine 
explosions are children. 

The ban docs not, however, extend to the 
production and use of anti-personnel mines ; 
nor, despite the intendons of the supporters 
of the moratorium, does it cover anti-tank 
mine.s, because army officers consider such 
mines to be indispensable to national 
defence.'^ Alliant Techsystems, one of the 
principal American manufacturers of mines, 


even lobbied for the exeutption of ha an^ 
personnel mines oti tbe gmiuid **tliat they 
incorporate self-destructmedianisms’*. The 
self-de.struct mechanism^, critics contend, 
are not reliable: more significantly, as 
Kenneth Anderson has poiiRbd out, an 
exemption for such mines would confer an 
advantage upon those American coiporations 
that are manufacturing these mines. A 
worldwide moratorium allowing an 
exemption for mines with self-destruct 
mechanisms would be perceived by third 
world countries, which do not have the 
technology or productive capacity to 
manufacture such mines, as a move des igned 
to compel them to remain reliant upon 
American technology, and aimed at giving 
the Americans amonopoly in this business.'** 
On the other hand, asclf-impo.sed American 
moratorium on anti-personnel mines allows 
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America to project iuielf ax the u{rfiolder of 
morality, and the guardian of the world’s 
eonKcienoe, when in fact iu self-abnegation 
entails an altogether insignificant loss of 
profit; moreover, as mines arc - in the short 
run, at least - an inexpensive way wage 
^guerrillacampaign againstlarge and well* 
organised armies, apointestablished beyond 
doubt by the Vietnam war, a ban on mines 
would certainly benefit American soldiers.*^ 

As America’s share in tlie world market 
for mines began to recede, other countries 
stepped in to fill the gap. Italian companies 
have been pioneers in the production of anti- 
detectable mines; they have also been tlie 
leaders in the market for ’designer’ and 
* smart’ mines, producing mines in ’^custom 
colours to blend into all terrains”, and mines 
booby-trapped withanti-tampcaingdevices.**' 
The Misar SB-33 has all these features, 
besides being blast-resistant and constructed 
almost entirely of plastic: it can be sown in 
the ground or scattered from the air: thus 
it is, in the words of an American army report, 
“effective against all countermeasures”.*'* 
Anotlier country noted for its aggressive and 
cynical marketing strategies is Pakistan, 
where the state-owned Pakistan ordnance 
factory produces aplastic mine, used widely 
in Somalia and Afghanistan and carrying a 
price tag of S 6 75, that has been “carefully 
calibrated to fiermancnlly disable stddiers 
without killing them’* The biochurc 
produced by this stale enterprise calls 
attention to the tact that "opci ating research 
has shown that it is better to disable (he 
enemy than to kill him’*. A wounded man. 
continues the biochure, tequires medical 
attention, and creates "distuibanccs m the 
traffic lines ol the Ci>mhai .iiea'*. besides 
having a “detrimental psytiudogical clicct 
on his fellow soldiers ’ The cool, maltci 
of-fact attitude with which this business is 
puiNued is nowheie more clearly in evidence 
than in (he marketing ot the American 
ClaynioiTcMI Kmine.rTKH-e trequently copied 
than any other mine woi Idvvide. winch bears 
the UKctul inscription: “Fionl Toward 
Enemy'*" 

The veiy companies that manuracliiic 
mines also provide, not uncxpc\.iedly. 
expertise and tools tor their leinoval. 
Conventional Munitions System (CMS), an 
American-based cc^mmercial company 
specialising in mine clearance, is owned by 
Hcutche Aerospace, which in turn is a 
subsidiary of the Daimler-Beiu. anothci 
subsidiary ofDeutche Aerospace, however. 
In MesKcischmitt'Bolkow-Blohm, which 
manuiaciures stute-of-thc-uii scattcruble land 
mines. ,Such “cradle-to-gravc battlefield 
services’* arc notoB'ered by Daimler-Ben/ 
alone: the Royal Ordnance, a subsidiary of 
Brit ish Aerospace, manufactures land mines 
besides offering clearance .services. Their 
mines were sown in Kuwait; it was also in 
Kuwait that the company won a $ 90 million 
contract in 1991 to help remove those and 


otherminea.^ The buaineas in mine repUcaies 
the general pattern of aid that western 
countries have been following in their 
relations with ’underdeveloped* or 
^developing’ nations: large amounts of 
weaponry are sold to poor nations, and when 
these arms have been used to create havoc 
and destruction, the western nations step in 
to offer aid, a package that includes a 
generous amount of new weaponiy, to help 
repair the economies of these countries. The 
hand that feeds is also the hand that kills. 

The clearance of mines, as noted earlier, 
is an exorbitantly expensive business, and 
economics dictates that only a few countries 
can avail of mine-clearing equipment or the 
skills of experts. Oil-rich and tyrannical 
Kuwait has hired clearance experts and 
numerous squads of lower-paid mine 
sweepers, among whom number some 
Gurkhas, mercenaries too often reduced to 
servicing the unholy aspirations and designs 
of others; meanwhile, in impoverished 
Angola, where there are 20 million mines, 
or two for each person, even the location 
of fewer than lO per cent of the mines is 
known. Tlie political economy of mines has 
its bizarre, even post-modern, features. In 
Angola, mines arc being traded lor lood,‘* 
reminding un yet again sometimes human 
beings consume only to devour, and that the 
sanctity Uiui .ill pre-modem societies .iitached 
to food is a thing ol tlie past. Though .the 
Nacied and piotectivc veiscs fnnii Pali 
scriptures tatt(H>cd on the client ol Vorn. .i 
young man hving in Beng Ampil in 
CamhiHlia.ilulnolsave himlrom having his 
siomuch ripped open and his intcNtincs spill 
V into the grouiHl when he uccidcni ally stepped 
(»n to a mine, the mine clearance Npecialistc 
from Conventional Mumtions vSystem sec 
themselves as modeln-day magicians, 
“ailIsis with supcrnaiural powcis of 
survi vaF*, risk-lakcrs who walk the ihtn line 
between life and death Sacred texts can 
no longer save, and it is not ihc healing 
power ol the shaman, but the agility of the 
athlete, to which the anlhiopologist must 
pay attention Past-rntidcmisisand academics 
will assuredly hud a subject. |usl us death 
willcontinucilsmacabrcdancc.lnthc long 
run. the test of whether we can constitute 
oui selves as a civilised race ot people may 
Ih: determined less by the large peace treaties 
that our appointed leaders sign. grandii>se 
at fairs of the state, than by our active 
recognition that to neglect the little things 
is to abandon our deep ecological 
rcsponsibiliiy to this world. 
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PERSPECTIVES 


What Moves Masses 

Dandi March as Coimnimication Strategy 

Suchitra 

Purposefully evoking various meanings surrounding salt, yatra and Dandi, 
Gandhi credibly communicated the message of swaraj to audiences in 
India and abroad. 


MARD, a hit Hindi film of the 80 k* has a 
scene where the heroine chains the hero, 
flogs him and rubs salt into his wounds. The 
hero d(^s not even flinch but proclaims; 
“For this salt our Mahatma led a revolution. 
That day the blood of thousands of matyrs 
flowed into this salt. Today, by rubbing it 
into my wounds, you areminglingmy blood 
with theirs. This salt may burn the wounds 
of traitors but not of the loyal.” That the Salt 
Saty agraha should find amcnlion in a{x>pular 
film, half acentury after it tookplace. shows 
the deep impact this event has had on the 
Indian imagination. To the common mind, 
salt has become a symbol of patriotism, 
rebellion ancUsacnfice. The imagery of the 
event is echoed not only in popular 
entertainment nu^dia but also in intellectual 
expression A few days after the demolition 
of the Babri masjid, Gopal Gandhi wrote, 
"You lifted one fistful of salt/ And an emp¬ 
ire was shamed/ Lift/ One fistful of rubble 
now/ And pour it on our shameful heads” 
[Mainstream. December 19,1992]. Salt has 
thus come to symbolise India's triumph (wer 
her coloniser and the fact that this was done 
non-violently in the face of repression has 
made tlie event a symbol of moral su|x:-riority. 

.lust as salt has become a symbol, the 
'march' too has become a symbolic means 
of expressing support for any progressive 
cause. Similarly, Dandi too is cho.sen a 
symbolic destination of such endeavours. 
The Salt March to Dandi itself was rcstaged 
some years ago by Rajiv Gandhi, and more 
recently, a few days before the Ayodhya 
events, by a group of young people. It is 
almost as if any time an individual or group 
needs to establish their bona fides as being 
pro-nation, pro-people and especially pro- 
poor, reference to the salt march enhances 
the credibility of their own particular cause. 

If salt, march and Dandi still evoke patrio¬ 
tic associations today, in 1930 they had an 
even more powerful effect. The campaign 
achieved the single largest mobiUsation of 
Indians and over M,000went to Jail. This mass 
partkipadonshooktheBritish.Thesatyagraha 
had an impact on world opinion too, so muh 
so that afterthe event Gandhi was nominated 
Timemagatine's ‘Manofthc Year^.and was 
on the cover of the first issue of 1931. 

For a professional communicator it is of 
enormous interest to understand how such 


a mass respon.se was evoked. But nowhere 
can one find an accou nt of the communication 
strategy which Gandhi used to achieve this 
response. School history books give the 
impression that Gandhi plucked out of thin 
air the idea (^f breaking the salt laws, picked 
up his staff and walked off to Dandi while 
the entire nation rallied around him as if he 
was the Pied Pif>cr of Porbandar. 

Surely, it could not have been so simple. 
This study examines the Salt Satyagraha to 
see how the communication strategy behind 
it was conceived and organised, which media 
were used to reach the target audiences and 
how the masses were persuaded to join the 
movement. It tries to examine what a 
professional involvement in communication 
for s(x:ial causes can learn from an event of 
the past, and how and whether techniques 
successful in the past can be used again in 
present-day situutioAs. 

The study concentrates on Gujarat, and 
apart from looking at secondary materials 
in English and Gujarati, I was able to meet 
a person who actually marched to Dandi 
with Gandhi, others who were present during 
the raid on the Dharisana Salt Depot and 
still others who were involved in media- 
related activities at that time. These 
conversations yielded valuable insights into 
the way communication networks iunction 
and the reactions of people at the receiving 
end of communication strategies. 

Conceiving Strategy 

The Sait Satyagraha was a carefully 
constructed event and to understand its 
dynamics one has to examine how Gandhi 
visualised the event, why he chose salt, why 
he decided to march and why he selected 
Dandi as destination. 

In December 1929, when the Congress 
declared 'puma swaraj* as its goal, .several 
ideas were suggested on what forai civil 
disobedience should take. Nehru and Bose 
suggested the formation of a parallel 
government while Patel proposed a march 
to Delhi, or alternatively, a countrywide 
breaking of land laws. Gandhi discarded 
these suggestions because ”... he had the 
perspective of a long drawn out movement 
in which the mass of the peopfe had to be 
mobilised... the British would pounce on 
things like a march onto Delhi and parallel 
government immediately” (interview with 


Dinakar Mehta). So these ideas were obviously 
not the stuff mass movements were made of, 

Gandhi*s approach to the problem was 
different. For him independence was more 
than mere political emancipation. So civil 
disobedience meant a movement which 
would press for autonomy as well as raise 
mass consciousness leading to social, 
economic and moral regeneration. And 
before he decided how this was to be done 
he analysed his target audience. Indian 
.society, his main audience, was a fractured 
society made up of disparate groups. The 
other important target was public opinion 
in Britain and abroad which was usually 
unsympathetic tolndian aspirations. Pressure 
could be brought upon the British raj only 
if India's antagonistic groups could be united 
in action and if liberal British and world 
opinion would supp\irt the Congress demands. 

Gandhi could not right away think of a 
strategy that would fulfil these criteria. 
Instead he focused on making the concept 
of .swaraj less abstract for the masses. He 
began by drafting a declaration which was 
read out at the first independence day 
cclebratioas on January26,1930. Itpresented 
a brief critique of British rule in which the 
injustice of the salt tax made its first 
appearance. Next came his letter to viceroy 
Irwin which spelt out his vision of swaraj 
in the form of eleven demands. The fourth 
of these demand.^, which ranged from total 
prohibition to protective tariff on foreign 
cloth, was the call for the abolition of the 
salt tax. It was only in mid-February that 
he singled out the salt tax and decided that 
civil disobedience should take the form of 
a nationwide breaking of the salt laws. 

And yet. the unjustness of the salt laws 
as a political issue was not a new one. The 
f irst riots in protje.st against this tax happened 
in 1844 in Surat district, where, almost 
hundred years later, the Salt saty agraha took 
place. The tax was criticised at the inaugural 
.session of the Congress in 1885, and over 
the years was severely condemned by 
Dadabhoy Naoroji and Qokhale. Even the 
idea of using salt in a mass mobilisation 
campaign had been explored earlier. During 
the Swade.shi movement, Surendrunatb 
Baneijee had toured the villages urging the 
boycott of Manchester cloth and Liverpool 
salt. Actually, even Gandhi had written 
against the tax before. 

It is important to acknowledge that 
focusing on salt was not an * original* idea. 
What was novel was the way Gandhi was 
able to transform it into a powerful tool for 
communicating with the Indian ma.sse6, the 
British government and the international 
audience. It was not the originality of the 
idea that was responsible for his sifccess but 
the way he handled it. 

Choosing Salt, Yatra and Dandi 

By choc>sing salt, Gandhi, in one stroke 
fulfilled all the criteria he had set himself. 
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Aft a substance of common use, salt cut 
across religious^ caste and class differences. 
It offered Hindus and Muslims a platform 
for a joint struggle on an economic issue; 
tcf the poor it was a symbol of exploitation, 
for the rich a straggle against the salt laws 
gave an opportunity for symbolic 
identification with mass suffering. 

Being a substance on which human 
existence depended, salt could make a 
oemendous emotional appeal. The campaign 
CQiitd go beyond die political plane to take 
onethical and moral dimensions which could 
attractsympathyfrom world public opinion. 
Another supporting factor was that in the 
west too there was a long tradition of 
opposition to the salt lax. going back to the 
days of the French Revolution. 

But it was the cultural appeal of salt which 
was Gandhi's tramp card. In both Indian and 
western tradition, salt is the symbol of all 
that is vital to human Life and exalted in 
human relationship, as sepn in the myriad 
idioms associated witli it. Because of this, 
the theme of salt iends itself to linguistic and 
metaphoric use - equality which professional 
commtmk:atoiskn(>wism^ in amass 

campaign. This quality was used to great 
effect l!^ Gandhi and thi.s aspect has been 
explored later. 

^ough Gandhi had decided on salt after 
much deliberation, he reali.sed that people 
would not automatically rally around him. 
He needed to make a dramatic appeal. So 
he decided to go on a march. A march would 
give him the opportunity to rouse the people 
in the countryside through which he passed. 
It would be a live drama generating pre.ss 
publicity in India and the world. If on the 
other hand, he were to simply take a train 
to some place on the coast, arriving there 
the next day, the event would be too fleeting 
and have no propaganda value. 

Like salt, the march too has a place in 
Indian tradition. Pilgrimages to holy places 
were made on foot and viewed as penance 
and such pilgrims were revered. In western 
and Indian mythology, marches arc 
associated with detomination. righteousness 
and sacrifice fev acause. The Bible describes 
Moaes leading his people to the promised 
landt Jesus leading his followers to Jerusalem, 
Rama leaving home to honour his father's 
pledge and Gautama renouncing his home 
In the quest for enlightenment. Gandhi used 
these associations to great effect. 

Thedecisiontomake Dandi in Surat district 
the destination of the march was taken after 
considering many alternatives closer to 
Ahmedabad. The idea wa.s not Gandhi's own 
but was suggested by his colleague Kalyanji 
Mehta who had a keen understandii^g of the 
publici^ value of the event. He felt that if 
Gandhi broke the law at Dandi, the increa.sed 
length of the march would give an 
oppoiluntty to rally the public in the whole 
of Otl^arat and give extra time for the impact 
to s|gfead to the rest of the country. He 
selected the spot in such a way that Gandhi 
would reach there and break the law on 
April 6, This was symbolic because that 


day marked the begiUfting of ''natiokia] 
week" which commemorated the Rowlatt 
Satyagraba and the Jallianwala Bagh 
killings and was being observed by freedom 
fighters since 1921. Gandhi appreciated this 
suggestion and Dandi, an unknown coastal 
village in Gujarat, found a place on the 
historical map of India. 

But good ideas and symbols alone do not 
automatically ensure the succe.ss of a 
campaign. To be effective, it has to be 
tactically and practically sound. Tiic lawyer 
in Gandhi had noted that the penal sections 
of the law were not so severe so larger 
numbers could he persuaded to participate 
without fear of harsh punisliment. The law 
could be broken in u variety of ways - 
manufacturing salt, possessing illegally 
manufactured salt, selling it. buying it and 
exhorting to buy and sell such salt - all were 
breaches of the law. This gave ample scope 
for participating according to one's piHcntial. 

As long as the march was conducted 
peacefully there was no proy ision in tlic law 
which prohibited it. Like breaking the salt 
law. marching needed no special skills or 
exceptional courage which would ensure the 
participation of ordinary people. It was also 
amedium which could be and was effectively 
replicated in other parts of the country. 

Dandi, too. was strategicaUy ideal because 
Surat district had the strongest neOvork of' 
G)ngress workers, the importance of which is 
discussed next. 

Rapport with Mrdia and Massf.s 

The salt satyagruhti was planned in less 
than a month’s time - conceived in mid- 
February and conducted in mid-March. Tlie 
mobilisation which the event achieved was 
possible not only because of the issues it 
addressed but also due to the suppi^rt of a 
network of trained workers. This network 
did not develop overnight but over years of 
grass roots constructive work. Now when 
the moment of crisis had come, it was the 
.Students and teachers ol the natiodul schools 
and colleges who researched the salt law's, 
Uie khadi workers and Gandhian asiiram 
inmates who wit>te articles explaining the 
issues and practical instructions on suit 
manufacture and the village workers who 
explained the nature of the struggle to the 
rural masses and later courageously produced 
undergrouiul newspapers. 

Along with (H)litical training, these 
workers, many of whom were women, were 
trained todevclopthcircoininunicationskills. 
Tliey were taught to use prayer meetings for 
the politicisation of the masses After 
devotional activities, articles from Younf( 
India and Navajivan were read out and 
explained to prepare the audu^nce for tlic 
coming struggle. They were taught hbajans 
and songs which would be u.scful lor 
consciousness raising. 

Tlic print medium Uxi was well-developed 
before the march. Gandhi hud taken over 
Voting India and Navajivan after he came 
back from South Africa and they reached 
evety village thrtmgh the network of woikcrs 


he* was developing ftimultaiieouftly. Wiien 
the Umeforsatyagrahacame, these weeklies 
with their establii^ed readership were ready 
to carry the message of salt. Gandhi also 
consciously mamtained contact with die 
world press. In the days before the march, 
despite hectic preparations he made time for 
foreign journalists. They were the only 
channel through which the struggle could 
be publicised abroad. He was veiy conscious 
of the power of the prcs.s and was particular 
about being quoted accurately. "...He used 
to insist as u pre-condition that his messages 
and statements .slu>ukl be published in full 
without the slightest alteration..." fWaison 
and Brown 1959: 591. He reali.sed that 
'*...Ignorant reporters harm me and the 
struggle" [Dc.sai 1972:123|. 

Salt and Swakaj 

Tlie three elements of the sutyagraha - 
salt, the march and Dandi - with their histo¬ 
ric. symbolic, metaphoric and linguistic 
associations were used io great effect by 
Gandhi to propagate his vision of swaraj 
among his Indian audience and to gain the 
sympathy of his audience abroad.-This can 
be seen in the symbolic gestures he made 
and the speeches he gave cxi the way to Dandi. 

Gandhi u.sed the structua* of the march 
itself to communicate the united India that 
he envisaged. The group o\ 79 which 
accompanied him represented all the 
provinces of India and included Muslims. 
Christians and high and low caste Hindus 
By selecting Abbas Tyab|i and Sarojini 
Naidu to replace him a.s leader in the event 
of his arrest he symbolically conveyed his 
regard for Muslims and women thus probably 
hoping for their support and confidence. 
Rven his decision to slay at a Muslim's lumte 
in Dandi was such a gesture. .Similarly, by 
sending the viceroy the letter descriliing his 
intention of breaking the salt laws through 
an Englishman he .symbolically demoastruted 
that it was the British rule he was fighting 
and not the British. This made an impact 
on the wc.stem mind and Reginald Reynolds, 
the man whi> took the letter, later recalled. 
"1 realised that Gandhi's use id me was 
.symbolic - it was to show that this was not 
a matter of Indians versus British but of 
principles" [Watson and Brown 1959:5K1, 

Speeches were the only direct audio-visual 
medium available to Gandhi. Over the 25 
days of the march, he vi.sjied40 villagc.\ and 
at each village he gave a speech, reaching 
ancsiimuicd5 lakhpei »ple. In these.spcechc.s 
he presented sail a.s tlic epitome of British 
exploitation and tried io exhort people to 
break the law. He did this differently for 
different .sectiims of society - to Hindus he 
u.scd imagery from mythology and invoked 
the H indu concept ofdharma. righteousness. 
When appealing to the Muslims he quoted 
Islamic parables and the Koran. And to 
persuade both groups to act. he used the 
religHHis concepts of sin and duty: '‘Nowhere 
in the world is there a law like the salt law. 
If Uiere is such a law. then it is a demonic 
law, a Satanic law. Tohe loyal to a government 
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which iinpkmcACic Kuch akw h noidhanna 
hut attbarma"" (DcKui 1972:391. Al«o» 
‘Therefore it is your religious duty to break 
the salt law...6^ is sure to he pleased with 
your actions and you will obtain salvation** 
(Oovemment of Maharashtra 1969:43]. 

Often he would use this idiom related to 
salt. '’In this struggle do not be ‘untrue to 
salt*. Tliis tax can be removed only if you 
are true to salt” |i>esai 1972:K11. He then 
related (he struggle against the salt laws to 
the importance of constructive activities in 
the attainment of swaraj: “Do not think that 
swarai exists in a mountain of salt and not 
in a bundle of thread. And prohibition is also 
one of Uic prerci|Uisites of swaraj” [Mehta 
ami Desai 1973:301. 

Gandhi pcrNi)niricd swuraj as a giKidcss. 
tinil therefore. Dandi as a tioly s|H>t and the 
march UN u pilgrimage and connected thc.se 
(lUhc construct I VC activiiies:‘‘TlKimmediale 
destination of our pilgrimage is Dandi but 
the real destination is the Goddess i)f 
Independence” I Desui 1972*41). Dandi. he 
said, was Handwar and toentcr such a pure 
place (Uie huil to become eligible. And that 
could \)iily he achieved using khadi and 
giving up li()Uor. I( is interesting to note that 
in all his attempts to appeal to the Muslim 
imagination. Gandhi never once used the 
imagery of the haj* In fact. Dandi itself 
was a Muslim pilgrimage spot. Gandhi was 
NO scnMtit'c to the ptUential t\>r publicity in 
any situation (hat tr is dit ficult to believe that 
he had missed this aspect 

Gandhi used tlic speeches as an iiccasnm 
to attract women to the nitwement t )f coui*se, 
he used familiar ex.implcs irt^m mythology 
refemng to the courage i>l Sita and Draupadi 
and even claiming that Si ta wore only khaili 
But mtue powerful than this was his appeal 
towomeii'.s self-esteem b\'publiLlya|>pivcialing 
their contribution toilic cause* **.. in the non- 
VK>lcnl struggle for Nwarai. women's share is 
larger and in the future our children will say 
dial in this struggle, my mother, my sister made 
a bigger contiihution * [Desai 1972:411. 

After (he march, during his negiiliations 
w'ith the viceroy. Gaiulhi took out a bag of 
contraband .salt and dmpped a pinch into his 
cup of lea. saying. “To remind un oI the 
famous Boston Tea Parly*’ [William Shirer 
19K1:99). He was referring to the incident 
which marked the beginning of the end of 
British imperialism in America. By 
symbolically equating the salt satyugraha to 
Bi>ston tea party, Gaiulhi signalled the end 
of the British rule in India. 

This symbidic imugei 7 related to salt, 
march and Dandi was infectious. It was 
echexsd in the writings of foreign journalists 
who a)mpared Gandhi to Moses and .lesus 
and in the articles by Mahudev Desai who 
drew parallels between the Dandi march and 
Buddha iifnahffhhitfixhkfWfUM. Visual puns 
relating to salt were made by Indian and 
foreign cartoonists. 

Songs were amdher way of stirring people 
and Dandaben, a tribal woman from Vcdcchi. 
recalls how singing song.s contrilnited in 


creating an environment of protest. ^IDiat 
was theenvimnment in those days. We were 
ready to die. We used to sing a lot of songs. 
If you have U) break laws, you have to sing 
a lot” (personal communication). Apart from 
general patriotic songs, there were verses 
specially com|K)Kecl for the event, exploiting 
the symbolic associations with salt through 
lively word play. One song exhorted people 
to join the 'holy war* and not be ‘loon 
haram* (untrue to .salt). Another called on 
the Hindus and the MusUm.s to unite and 
* .show their salt, demonstrate their loyalty 
and patriotism'. Punning on Dandi and Raas 
(where Vallabhbai Patel wa.s arrested a few 
days before the march started) with Dandia 
Kuas (a popular Gujarati folk dance), one 
composition encouraged people to dance 
the Dandia Kaas of Gandhi and Patel and 
destroy the government [Desai 1972). 

The impiirtancc of these media can be .seen 
from the fact that the British tried to counter 
the satyugraha by systematically choking 
the means of communicatiim. Realising tlie 
impact of the Gandhian newspapers, first 
came the ordinances which .shut down Uie 
presses. Seeing Uic impact of the speeches, the 
British unested Gandhi. Uic Oingress leaders 
and village level workei’s. 1 jettci*s and telegrams 
were i»f ctnirse censored but the British police 
relentlessly pursued the editors of the 
undcrgiound newspapers which replaced the 
outlawed nationalist press. Hiey even hunted 
ckiwn Uic composers of (he songs, and Makanji 
Sola, one t>f the most accomplished composers, 
lecalls Uic many disguises he had used toc.sca^x: 
from the clutches of the police (personal 
communication). 

Cri Diiiii.riY Fa("K)K 

Today, wc glibly u.scthe imagery of salt', 
'march' and ‘Dandi’ but the |'H)tcnliji of 
none of these wa^ rcciigniscd at that time. 
Ctmgress leaders were lar from enthusiastic 
\o nandhi's pioposal. Nor did the British 
(hinlv that a campaign against (he salt law 
would |>osc a til!eat to their power. The only 
tme.s who ivahsed the value of the idea were 
Gandhi's |unior colleagues in the district 
network us shown curlier. Inmically. the 
other group which appreciated the tactical 
shrewdnessol the plan was the British police. 

But did (he issue appeal to the masses as 
Gandhi thi>ugh( it would? Wc have .seen that 
the imagery I'lf the event was retlccted in 
popular writing. curttKins and songs. But 
ordinary people also responded, us can be 
seen from conversations with people wbii 
participated in the event. Dandaben. a tribal 
woman who.se hixnhcr went to Dharasana. 
recalls, 'brom our owm country (he 
govcrnnciii was not allowing us to take salt 
...people tell the burden., so when Gandhi ji 
started a struggle on Uiis issue, people (oined 
it** (personal communication). 

Uiulerstanding the issue and finding it 
relevant was one reason why people 
participated. The ivUicr reason went bcyimd 
mere comprehension of issues and 
idciUificalioii with them. Da.sribcn. another 


tribal participant, acknowledges: 'To tell 
you the truth. Gandhiji was the main 
attraction'* (personal communication). Many 
of those interviewed rcptirtcd that common 
folk were impressed by Gandhi's simple 
life-style, his lack of wealth and posses.sions. 
The fact that he did manual labour was 
highly influential. The Gandhian constructive 
programme appealed becau.se it addressed 
their problems, and proposed solution.s not 
in tenns of ideology but practice: “... Banias 
and Brahmins used to exploit us ... so the 
idea that we could card, spin and weave 
cotton into clothes for oursc]vc.s wa.s very 
attractive... we could do without the bania” 
(personal communication). 

The importance of credibility in the 
creation of successful communication has to 
be stressed becau.se it is an clement which 
the medium-message model of 
communication diies not take into account. 
Issues and information may be relevant 
and well-designed. But communication 
efforts, especially for .social causes can 
accomplish changes in behaviour patterns 
only if the source of the message ha.s 
credibility with the audience. A message 
however sound or true, has no appeal for 
common pcv^plc if its advocates fail in 
conduct. T(w> often credibility i.s confused 
with charisma. Charisma is no doubt useful 
when it comes ti> influencing audiences and 
it is a quality a communicator is cither bom 
with or docs not have at all. But credibility 
is a quality which a communicator can 
develop. Gandhi was aware ot this, and 
though changes in life-style wa.s part of his 
spiritual quest, he knew their significance 
when itcamctohis innuence<wcrthemas.ses; 
“... and if my life doesn't carry that me.ssage 
to you, the word of my mouth will never 
succeed...*' [WaUon and Brown 1959:17). 
He also knew that credibility has to be 
consistently maintained: “If the people feel 
(he slightest distrust of us. they will condemn 
the whole movement** [Weber nd: 22K]. 

Oltcn, when Uie reason behind Gandhi's 
appeal is examined, writers tend to a.scribe 
it to his u.se of religious symlnds. But if it 
was just (he use of religious .symbols then 
anyhiidy could u.se them and be successful. 
People arc not so gullible as to .swallow 
anything tliat is given to tlicm with the sugar 
coating of religion. Perhaps it was not so 
much the mligious character of the .symbols 
as much as their familiarity that made them 
effective as u means of communication. 
Characters from mythology are familiar and 
admired, and in his s|)cechc.s. Gandhi tried 
to attribute certain qualities lo well known 
hertiic figures hoping that these too would 
be admired and emulated. 

Religious imagery helped people to 
undcrsiand the message. Tile suggestion that 
it was religious .sentiment which motivated 
them to implement it is debatable. For 
example, not ona of (he women interviewed 
said that they began to wear khadi because 
Si (a wore it. And in spite of Gandhi's repeated 
declarations dial the march was a religious 
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pilgrimagt:. LaUi Parmar, one of ihe 79 
marchers when asked why Gandhi decided 
on tlie march, responded: ''So tiiat it could 
be used as publicity round the world'' 
(personal communication). And Dasriben, 
when asked if she felt tliat the march was 
a part of religious tradition, said: "No. itwus 
a new concept. Gandhiji did it for publicity. 
Walking all the way resulted in song much 
publicity. So the march was a medium for 
publicity" (personal communication). Using 
religious vocabulary was part of Gandhi's 
natural vertial expression. Besides, it was the 
acceptable idiom in tlie early years of this 
century. Gandhi's u.se of religious imagery 
has to be viewed against this background 
and not in the sense of propagating religious 
dcK:trine. 

The salt strategy also had its limitations 
in its appeal to Gandhi's audience. Despite 
all efforts at picking an economic, non¬ 
religious issue, publicising it in terms that 
people would identify with and using his 
credibility, Gandhi was not able to mobilise 
a significant number of Muslims. The quotes 
from the Koran failed to appeal and tlic 
nationalist Muslims did not have any 
ciedibility with Uie mas.ses of dteir communi ty. 
Thus, Mohammed Ali’s call to boycott the 
salt satyagraha liecausc it was aimed at 
creating a Hindu raj was successful in 
ensuring that Muslim participation was 
meagre. 

Can Dandi Bi' RBPbATiiD? 

On March 11,1931. Gandhi left for Dundi 
again to ensure that his pact with Irwin was 
honoured. He left on the same day as the 
historic march, by the same route. But this 
time he went by car and reached there in two 
days. There were no symbtils, no persuasive 
speeches and no religious imagery. Salt, 
march and Dandi had been picked to fulfil 
a particular set of circumstances and once 
the situation had changed they no longer had 
any relevance, they had outlived their 
usefulness. Tliat is why, when tlic nu>vement 
was re-started in 1932, again protesting 
again.st the salt laws, the respon.se was very 
poor. Nariman noted the lack of enthusiu.sm: 
"I rtie renewed call for action! appeared very 
stale... and failed to appeal, particularly to 
theyoutliful imaginat ion of the country. The 
purely spectacular and demon.strati vc items 
such as flag hoisting and sail manufacture 
that had created great entiiusiasm a few 
years ago, failed to evoke the same enthusi 
asm now, not because the spirit of nationa¬ 
lism had changed or weakened, hut because 
these oft-repeated functions had lost their 
novelty and glamour" [Kumar 19K6:2731. 

The point here is that the approach has 
to he a problem solv ing one and not a media- 
centred one. It is the media centred approach 
that results in the formulaic use of 
communication materials/media, instead of 
analyring what the demands of (lie situation 
are. Going on a march to focus on a problem 
might get it publicity but it will certainly 
not solve it. Repeatedly going on marches 


merely devalues the march as a 
communication medium and creates public 
apathy towards the problem. This dt^-s not 
mean that each time a novel idea ha.s to be 
produced. Obviously, what is needed is an 
appropriate idea which only a problem¬ 
solving approach can thix^w up. 

LiissoNs IN Communication 

Six main themes emerge from this study 
ofGundhi'.scommunication methods. First, 
a communication strategy can be successful 
only if it is visuali.sed from the point of view 
of the audience which is at the receiving end 
of tile messages. Only if they feel that the 
me.ssagc is relevant to them will tliey identify 
with it and only if they identify with it will 
they consider tlic behaviour change and 
action that the message is expecting of them 

Second, communicators will be able to 
think from the peoples’ point of view only 
if they have a deep understanding of them 
in the first place. This means knowing their 
life-style, priorities, loyalties unda.spiration.s 
in order to mesh Ihe message with their lives 
and draw from them their willing 
participation. Such an understanding can 
happen laily after first hand exposure through 
extensive travel and study. People and groups 
are constantly responding to changing 
pressure, which means that communicators 
must constantly keep in touch with their 
audiences and update their understanding 
and devise llicir strategics accordingly. 

Third, communicators working for.siKial 
causes have to explain to people a variety 
of abstract concepts - hygiene, nulrition, 
secularism, social justice, etc. People can 
understand and identify witli these goals 
only if they are concreti.sed in .st)mc lorin 
and made to relate directly with their lives. 
Tills means that the unfamiliar has to be 
explained through something familiar 
Symbols, being a part of peoples' past, can 
be reinterpreted to liccomc effective media 
for communicating mcxlcrn and abstract 
concepts. 

Fourth, even if a communication campaign 
IS well thought out, conceived with a people- 
centred attitude and mediated through 
familiar symbols, it docs not mean that the 
people will automatically accept it. It also 
depends on who is giving the message. If 
the source of the message docs not inspire 
confidence then it may not be acted upon. 
And credible sources are different for 
different messages and different audiences. 
Creating credibility is a continuous process 
and it is something a communicator has to 
work on to maintain. 

Flfdi,gixxl ideas amlcrodihlc communicators 
alone cannot ensure a change in peoples' 
behaviour patterns. They need the support 
of a reliable infra.structure of human and 
material resources to carry out thecampaign 
and deliver the goods. Like the credibility of 
the communicator this has to be painstakingly 
built up. It cannot materialise overnight. 

And ta.stly, while it is true that a good idea 
need not necessarily be a novelone. it should 


hot he forgotten that just beciiuse a campaign 
\fi a succe.ssful one it can be repeated in the 
same form again and again and be .successful. 
Situations change, peoples' priorities change 
and symbols can become ineffective through 
overuse. Each problem has to be analysed 
afresh and appmpriate solutions have to be 
worked out anew. Otherwise, communication 
strategies will be reduced to formulae and 
time, energy and resoiirce.s will be wasted 
in repeating these formulae to an 
unrespi>nsive audience. 

Tlic study of the salt satyagraha opens up 
new areas for research and brings to mind 
mobilisation efforts from the more recent 
past which could be similarly analysed. Both 
the BJP and Baha Amtc (in his Bharat .hxlo 
campaign) have attempted to use cultural 
symbols to rally people with varying degrees 
of success. At a more literal level, George 
Fernandes' campaign against Cargill's salt 
plant at Kandla tried to take on the image 
i)f an ‘action replay’ of the salt satyagraha. 
There are press reports of Swami Agnivesh 
planning a ‘march’ to mobilise women in 
Haryana against the sale of liquor. It would 
be instructive to see if the six themes thrown 
up by this study repeat themselves in these 
and other attempts to mobilise people. If 
they do, then in what form do they manifest 
thcm.selvcs? And if they do not. which are 
the other variables that go to make up this 
complex phenomenon called communication. 

['fhis article is pan ot a longer siudy which was 
inaiie possible by generous .supp^m Irom SfilTj. 
Centre lor Social Knowledge and Action. 
Almiedabcid. Special thanks to Achyut Yagnik 
and Vinial BaJasubnihnianyaii lor their encoui- 
ageincnt and .suppim winch madi^ this study 
po.ssibic. 1 have also henefited trom the com¬ 
ment.s of Varshu Dhagat. S Balarani. Harsh Sethi 
and Yndip Suhrid. I am deeply grateful to Ashok 
(Tiaudhary and lu.s taiiiily who made it possible 
tor me to inlerv'iew peof^le wlu) Inid panicipated 
in the salt satyagniha. It is to these people, who 
sliiired their niemones with me. to whom I am 
indebted - Valjibaha, Makanji Sola, Dandahen, 
Dasnhen. Banahen, Kanjibhai. Bhavsinhbhai, 
Nanoobhai, Prabhuhhaj Patel, Sornbhai Patel, 
Go.sajnbhai Patel and L.aljihhai Parmar. Without 
them this study would have remained an academ¬ 
ic exercise.] 
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THERE are not many detailed studies which 
explore the pi>litical economy of India's 
drive forindustrialisation. Hence the present 
study with such an agenda deserves careful 
attention. As departures from narrow 
economistic approaches promise to provide 
some critical insights, they become capable 
ofcontributingmeaningfullytothecmerging 
policy debates. Hence, to begin with we 
present a detailed overview of what we 
consider to be the main theme of tiie study, 
followed in the next section by a critical 
examination of some select issues. 

I 

Despite the colonial legacy of inadequate 
and lopside<1 industrial growth, during 1950- 
1990 India has been able to increase its 
industrial output 12 times, and with a far 
more balanced structure of output. Moi-ciwcr, 
among the emerging organisational forms, 
the public sector occupies a pride of place 
(pp 192-93). Noting these achievements, the 
author shows how in an international 
comparative perspective, these achievements 
do not remain equally unpre.ssive. The author 
alsi) notes that, “Indu.^trial growth should 
ordinarily have tempered inflation, enlarged 
joib opportunities and created tax buoyancy, 
thereby narrowing fi.scal, deficit. But just the 
opposite transpired” (p 14). Kccognising 
that this is “not a minor systemic di.sorder 
but a crisis of a structural kind” (idem), 
the author sets out in the style of "radical 
social critiques” (p 13) to "trace the patli of 
industrialisation from independence to 1990 
and to analy.se the reasons for the failure oJ the 
growth model adopted by India’s planners”. 

Churaclerising the situation as one of the 
structural crisis, which "dely conventional 
logic”, tlie author shows that the main 
elements of the crisi.s emerged during the 
very first phase of industrialisation, which 
he calls (the) phase self -reliance, 1950-1965. 
Based on a broad consen.sus among major 
contending schools on the question of 
industrialisation including the public sector 
and .small scale industries (p 45) and ab 
initio controversies over the question of 
controls, Indian planners adopted the 
'Mahalanobis strategy’ of heavy and basic 
capital goods based, import-substituting 
industrialisation under sheltered market 
conditions and mixed economy, with help 
from the Soviet and Socialist and the US 
capitals - the two axes of foreign influence” - 
as Swamy puts it. 

While the savings gap was sought to be 
filled by foreign ‘aid’ the foodgrains 
requiremento were hoped to be met by an 


agrarian re-organisation, failing which it 
was believed that "a judicious combination 
of price controls, state trading, and buffer 
stocks of foodgrains could prevent 
undesirable distortions...” (p 64). Tills factor, 
along with the side-tracking of the landed 
elites in this mcxlel, ted these interests "in 
alliance with the World Bank” to resist the 
central govcmineiU policies. The foreign 
exch;ingc crisis of 1958, con.sequent external 
pressures and internal oppo.sition caused 
sizeable shortfalls in the Second Plan targets.” 
This is a practical indictment of the strategy 
of industnuUsation” (p 71) and brought the 
Planning Commission under attack. "By 
1964, the central planning approach was 
indeed in jeopardy” (p 71), particularly as 
"Shustri lacked commitment as well as 
political support” (p 74). 

With the rulers increasingly turning to 
the US for bulling themselves out. India 
quietly bade farewell to the Mahalanobis 
strategy and opted for the green revolution 
package with its massive foreign exchange 
requirements of Rs 1.754 crore over 
1966-71. Capping this with the devaluation 
ot the rupee and the US reneging on ‘aid’ 
promise, the first round of import 
liberalisation was inauguarated. After a three- 
year plan-holiday, the Fourth Plan, was 
launched witli about two-thirds of its onginal 
size. External liberalisation, to u.se a recent 
phra.se, was accompanied by relaxation of 
licensing for 41 industries and removal of 
most of the price controls (p 87). As "the 
public sector 'the engine of Industrial 
growlir -lost its steam, industries across the 
board stagnated for about a ticcadc” (p 89). 

With this began what the authort alls (the) 
phase of systemic crisis. Part two of the 
book is devoted to an examination of the 
industrial slow-down (a subject of a 
celebrated debate),' which led to what 
Swamy calls 'crisis of mixed economy’ and 
independent India’s first brush with open 
and naked authorilariBnism. 

industrial slow-down was accompanied 
by continued growth of big business, their 
entry intoschedule A indu.stries,exhaustion 
of the scope of import-substitution, 
stagnation of the share of the secondary 
.sector in GDP, excc.ss capacity, “striking 
cmi^loyment content”, inflation, dilution of 
planning and regulation, ‘permanent’ 
increase in capital-output ratio, and shift of 
* emphasis to import-led exports or export- 
led growth.” *rhe author concludes that 
“despite attempts to .salvage the framework 
ofmixed economy in 1969, the market forces 
increasingly govemeti industrial growth fn>m 


1973 onward” (p 109). It is not clear what 
were the forces, prior to 1973 whicb^ 
according to the author, determined this 
process. However, it has been maintained 
Uiatunder the impact of the foreign exchange 
crisis of 1958 and the green revolutioii 
package”, “the western foreign capital 
dominated the country’s big business and 
controlled the apex of India’s industrial 
structure in the mid-1960s” (p 114), 

On the strength of this analy.sis, the author 
comes up with what may be considered his 
major political economy formulation. He 
says, ‘‘a major aspect of Indian reality up 
U) 1965 wa.s the development of state 
monopoly capitalism”,^ leading to 
compradorisation of India’ s industrial class 
and the Indian state's “loss of relative 
independence (apparently enjoyed in 1948) 
from (sic) donor conuntrie.s” (p 115). State 
monopoly capitalism according to Swamy, 
created a new capitalistcomponentconsisting 
of various .small capitali.sts. merchants, 
tran.sporters who under state patronage 
pro.spercd during the penod 1950-65 and 
also included bureaucrats and politicians 
who dervied "rental (sic) income” in llie 
course of implementing the regulatory 
policies and expanding the public sector 
(pp 115-16). According to him. the new 
capitalists were parasitic’, who defended 
'.state capitalism' as against the 'progressive' 
capitalists who were against state capitalism. 
He criticises Bardhan for mixing up tliese 
“progressive and parasitic elements within 
(he business class” (p 119). He asserts that 
"(he incipient but growing contradictions 
between erstwhile ruling classes” sharpened 
over the decade 1965^75 "as the structure 
of state capitalism come into conflict with 
the newly unleashed forcc.s of production in 
the industrial sector and later in the 
agricultural sector a.s well” (p 120). Now, 
how does the 'state monopoly capitalism’ 
of 1965 gets transformed into “.structure of 
state capituh.sm” during 1965-75 has not 
been explained, unless liic author treats the 
two to be the same.' Tlie que.stion arises: 
have monopolies faded out, probably as a 
result of what the author calls the growth 
of new bourgeoisie. But. then the author also 
says. "By design or default, (he large 
industrial houses benefited more than did 
the small industrialists” from tlie working of 
industrial licensing (p 112).^ Interestingly, 
the author considers the.se contradictions to 
be ‘horizontal’ which remained within the 
ambit of the ruling clas.ses” (p 120, emphasis 
added), implying their absence vis-a-vis the 
other social classes, who came to .suffer and 
engendered a crisis of legitimacy for tlie slate. 

Since the author has discu.s.scd the ‘swing 
to the left’ after 1969, seen in various policy 
tnea.sures, and deceleration in the rate of 
growth of assets controlled by top 20 
industrial houses (p 120) and enhanced politi¬ 
cisation of licensing (p 129) which made Uie 
bureaucratic apparatus formidable (p 126), 
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cmt wonders if these factors are related to 
a change over from 'state monopply 
capitalism* kf/state capitalism* that is, if 
that kind of a change were possible. 

Coming to the question of industrial slow¬ 
down, one finds, a somewhat confused 
statement of the problem insofar as he 
describes industrial growth rate during 1951- 
66 to be 'reasonably gotxl’ (p 93) also con¬ 
siders it to be ‘losing momentum in the 
1960s’* (p94). It is well known that compar¬ 
ed to 7.2 percent growth during 1955-60, 
the fate was 9 per cent during 1960-65 and 
declined to 3.7 per cent in 1965-70 (p 108). 

Eaplanation of die slow-down engages 
the author attention. He asserts that 
“domesticdeficiency of foodgrains’’ “was 
not by Itself a drag on industrial growth*' 
(p 95). In fact, he say.s, it is “not adequate 
to explain the .slow-down” (p 118). But 
elsewhere one reads that food shortages 
*liad become nn alnuist absolute constraint 
on industrial ftrowth" (p 120, emphasis 
added) and discusses two ways in which 
poor agricultural growth impinged on 
industrial growth (p 96). 

Leaving the alx)ve aside, the author relates 
the slow-down to “inability to maintain the 
tempo of investment in the public sector” 
as this factor "decisively ucccntustaled the 
latent (sic) effect of the growth-inhibiting 
factors”(p91) among which hccounts limited 
home market. This factor being .so palpable, 
and real and operative, in what sense could 
it be termed 'latent' is not clear. 

Public investment slow-down despite 
rising savings ratio during 1966-75: very 
appropriately been taken as an indicaii>r of 
the fiscal crisis, and has been explained in 
toms of “rising defence expenditure and 
lack of buoyancy of gtwernmeni revenue 
after 1962'' (p 107). Another exogenous 
factor contributing to inadequate public 
investment mentioned by the uuiluM is 
‘double-year drought* (p 1IH) in tlic mid- 
60s. Obviously, the sU'Cns on exogenous 
factors is at the cost of the factors based in 
the political economy. One such factor, 
however. Iia.s been hinted ut.lt is opined that 
tax evasion became rampant owing to 
“administrative laxity and high tax rates" 
and that the industries were spared 
“dtsaggrecable taxation”. Hvidently. if high 
tax rates induce tax evasion, the industi ics 
could not have been spared “disagreeable 
taxation*’: The effort to “delve into the 
political economy” of the sli»w-down has 
left the question of fiscal crisis largely 
unattended. 

However, theaulhorcxaininos the fiopular 
hypothesis advanced by Bardhan in terms 
of the inability of the state “U> reconcile the 
conflicting ohjcciives of the propertied 
classes” (p 118). He docs not find this to 
be the main cau.se of stagnation and sticks 
tohis twoexogenoU.s variables. Interestingly, 
he approvingly quotes a study which finds 
fault with Bartlhan for ignoring ‘Iab4>ur 
aristocracy* (perhaps a ni>n-cxistent entity 
til India), small industrialists and middle 
farmers as pressure groups w|io contributed 
to the political economy of .stagnation. 


The position of the author on the role of 
bureaucracy seem.s ambivalent. He accuses 
Bardhan of overestimating “thp autonomy 
of the bureaucracy” (p 118) after having 
himself posited that “with the extension of 
state power and growing contradiction 
between industrialists and landlord, the 
bureaucracy increasingly functioned as 
an autonotnous entity” (p 116, emphasis 
ours). While, discussing regulatory and 
developmental bureaucracies he has 
maintained that they “forced the business 
community to work closely with them in 
order to obtain contracts and licences” 
(p 116). But when the author discussing the 
dependence of the industrial class on the 
state calls their “parasitic dependence on the 
state** “Its bureaucratic character” (p 112). 
one is left with a doubt about what is being 
.spoken of. 

After delving into the polilicAl economy, 
the di.scussion on the course of industrial 
growth is resumed in terms of two phases 
of industrial revival during the latter half of 
the 1970s andthepublicexpenditure, sen'ice- 
.sector and imports based high rate of growth 
of industries during the 1980$. The emphasis 
in this account is on the tightening foreign 
exchange constraint added by two oil shocks 
and the thrust towards liberalisation and 
opening up. i c. globalisation and India's 
growing integration with the economic.s of 
the north. How this pcriinl was dotted with 
inflationary spirals, worsening employ ment 
scenario, .social unrest, political turmoils, 
increasing recourcc to external borrowing, 
particularly Irom the IMF. World Bunk and 
commercial lenders on increasingly onerou s 
conditionalities, etc. have been de.scribcd 
Tile author brings out the story ot three 
instancc.s exceptional borrowings from the 
JMFbeginning in 1974. About the first IMF 
boiTowing the author's assessment seems to 
be posiiive. He says. *’It proved to he an 
opportune moment lor taking the IMF Loan 
which became the catalyst for resohinft the 
prolonged economic crisis' (p 145). 

Among the developments of this periiHl 
Like centralisation o| political authority, 
growth ol black economy, increasingly 
la vouruhle .space to foreign capital, the aulhtM 
picks upcoiTuption as an especially ulanning 
pri>pi>rtn>ns. He says, “comiplioii assumeil 
the torm «>1 an aviKation. cimstiluting an 
integral part ol earnings like bona fide pro¬ 
fits. lH)nu.s, dearness allowance, etc, (p 140). 
How dc;uiiess allowance can have an element 
of cotniption has not been explained. In any 
case, cl.sewhcre. he counts corruption as a 
non-siiluliim*. 

An interesting result of the emergency 
highlighted by the author is its favourable 
impact on industrial grcnvth, combined with 
growing concentration and .squcc/.e on 
agricultural incomes. A novel formulation 
in the context ot different approaches to 
agriculture and industry has been advanced. 
“Tile differential market structure and 
stagnant dcmuitd for tivxigrains by industrial 
woikers frustrated the working4if the ‘invi¬ 
sible haniL and instead cnablcil the ‘nivi.vi- 
hle industrial foot \ to operate*’' (p 16K, 


emphasis ours). In any case, based on the 
sequence of industrial revival decisive role 
has been assigned to infrastmeture supply 
in comparison to demand pull which is treated 
as unimportant. Recent policy changes and 
their background right up to 19M constituting 
what the author calls (the) “phaseof industrial 
globali.sation”, ha.s been discussed in detail, 
particularly the BOP and the fiscaljcrisis of 
the 1980s - the lost decade. Compared to 
the emphasis on the contradictions between 
the new and the established capitalists during 
the second phase, towards the end of the 
third pha.se the author finds the emergence 
of a new power balance. As the regional 
bourgeoisie grew slowly, the new power 
consists of “the growing domination of the 
class of big industrialists” in coalition with 
international bourgeoisie**. 

The last few chapters are devoted to 
relatively reccntchangcs in the policy regime 
towards ‘globalisation' under the influence 
of the Brettonwoods institutions as India 
enters what the author calls “the cycle of 
external debt siruciural adjustment pro¬ 
gramme (SAP) debt" which he visuali.ses 
would continue until 1995. He highlights 
and adverse employment and social effects 
of tlie SAP. His own proicctiims show that 
by 1994 Ihc exchange rale of the rupee 
would depreciate to Rs 40 per US dollar! 

Tlie h(Hik concluded will) an expo.sition of 
the author's perspective of a new economic 
order away from dependent induNin.ilisation 
and lowards a “people-orienied model of 
dc\ clopmenfW iihoul .Mich a leorientation. 
laclorslikethcprevaleiicei)fIhc systematic 
hoslilify ol the west, rhe dominance of 
inlcrnaiionul capital. *!he pusill.irumity ol 
the industrial chiss". middle class obsession 
will) wesicni culture and intense consumc- 
ri.sm. etc. aie likely to lead tocompradonsulion 
of the upper layers t>l Ihc society, paving Ihc 
way lot siruclural crisis ncik'ius enough it) 
chart "a way hn-collective suicide" (p 279). 

II 

At the risk i>f oversimplification, one may 
say lhal the broad overview ol the study 
suggests lhal Ihe unthoi ixdatcs ihe long¬ 
standing sliuctural crisis of India to two 
major inicr-connected developments with 
their numerous sectoral. SkH;io-poliiicHl and 
policy linkages; public inve.stmcnt slackening 
based industnal slow-down ot the mid-6()s 
and the BOP, external debt and fiscal crisis 
bred capitulation the international capital, 
paraded u.s globalisation. As a result of the 
Mahalanobis .strategy and the mixed cc< >i)omy 
model, which activated lu>siile U>rces from 
the word gtv many new siiaia i>f capitalists 
(the new b«)urgeoisic) and the bureaucracy 
came inUt conflict with the established 
monopoly capital paving the way Itir .siicially 
non-functional and internationally 
unimpressive industrial growth, which 
translormed the goal perspective from sclf- 
iclianeetogioh^ilisation making tlie external 
c( msiruints tlie chief feUer on people ^nented 
ilevciopment (p 272). 

In (his study the baste vorttradictions of 
the .system are konsideied hi>ri/imt4il. 
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within the upper Uyejrg though he alito 
aays^ ^*The bottom and middle nmgs of 
society fight one another...” (p 17). 
Numerous characterisations such as "state 
monopoly capitalism*, *state capitalism* 
dependent industrialisation, dependent 
bureaucratic capitalism exhibiting semi- 
feudal relations, dominance of comprador 
industrial classes rigid (oligopolistic) 
commercial and (feudal social relations), 
etc. can be found strewn across the study. 
All of them are not necessarily mutually 
consistent. One finds it difficult to zero in 
on any clear formulation as depicting the 
author's position. We have also seen above 
how a clear understanding of the author* s 
position is hampered by language, style and 
logic deployed by the author. 

The i.ssues discussed are so complex, large 
and fundamental that a review can hardly 
attempt dealing with them. However, given 
a largenumberof assertion.^, scant evidence 
and dixumentation, it is difficult to appreciate 
the basis and reasoning leading to many of 
the propositions, this difficulty is enhanced 
by neologism.s. For instance, many intra- 
capitalist contra<lictions arc presumed to play 
a crucial role in industrial policy and 
development. But neither any a priori 
reasoning nor any evidence for it have been 
provided. The concept and role of 
bureaucracy, as seen above, have been 
variou.'Uy interpreted, particularly the 
question of its autonomy Tliis factor alone 
IS sufficient to flaw his understanding of 
India's stateprcK:e.sses.capacity and strengtli 
Tliis trail is perhaps a reflection of the 
ambiguity concerning the aim of the study. 
“The central aim of this study is to trace the 
path of Indian industrialisation." But it is 
expanded when it is stated, “The bcK>k is 
about the Indian economy and fcKUses on 
its major problems and policies" (p 11). This 
is elaborated will* ‘ The book traces the history 
of this structural crisis and of economic 
policies since independence to show how the 
progress towards self-reliance was arrested, 
external constraints were intensified” (p 14). 
Then, the book attempts to outline “a vision 
of a new economic order” (p 17) 

The author considers “the ascendance of 
corporate priorities** and “the a.scendancy of 
central power and authority over regional 
affairs to be “ffce root cause'* of “the 
pciplexingeconomicchaQs'*(p 14,emphasis 
added). Tben,^ we read, ''Fundamental 
reasons for this unimtxvssive economic 
performance relate to India* s regional and 
social diversity and the lack of a unified 
political wiir (p 30, emphasis added). One 
is not sure why and how the author would 
like to tackle this ^diversity’ as apart of his 
vision of a *new economic order', and 
whether it is at all feasible or/and desirable, 
loanycasethe 'rootcause* and "fundamental 
reasons* seem to be poles apart. In any case, 
it is difficult to see how the 'root cause* and 
‘fundamental reasons^relate to tbeextenial 
factors as the ‘chief fetters’ on “people- 
oriented development” (p 272). 

To take up another issue: we find that the 
petiodof imiustrial slow-down 1964-74 was 


both preceded and followed by fairly 
comfortable rates of growth of industrial 
ou4)Ut. Alarge number of undesirableeffects 
associated with industrialisation have been 
pointedly brought out, which arc capable of 
raising doubts about the desirability and 
efficacy of the concept and content of 
industrialisation Indian dirigism spawned. 
One tends to wonder would we liave been 
better off if the industrial deceleration did 
not occur, or alternatively, do higher rates 
of industrial growth necessarily make us 
better off. A political economy approach 
would certainly raise quite a few questions 
about the nature and content of late-late 
fourth or fifth generation mimetic, catching 
up industrialisation. This would be so 
particularly in the light of recent questions, 
conventional industrialisation has pro¬ 
voked ’ In our case, the global context, 
marked by various tacit and open strategies 
of decolonisation, designed to maintain the 
hegemony of late imperialism and cold war, 
our size, demographic and resource- 
endowment constrains, the nature of 
prevalent technology and process of 
technology transfer, post-colonial s^Kial 
structure and newly introduced political 
institutions, etc, are quite likely, particularly 
with the advantage of hindsight, to lead to 
a serious questioning of both the desirability 
and feasibility of the prevalent concept and 
strategy of industrialisation. More so if one 
is a votaiy of people-centred development. 
Absence of such questions blurs the 
distinction between the peasant and other 
conventional studies. 

Tlie proce.ss of identifying various siKial 
classes and strata resulting from large-scale 
industridl change requires a good deal of 
empirical study. This is so particularly in our 
case owing to shaip differences obscrvcdln 
our industrial structure regarding the 
organi.sational foims, technological levels, 
product-mix, and varieties ot labour: 
commodity and financial markets. The 
author has made use of .some concepts and 
categories like the new bourgeoisie, regional 
bourgeoisie, business classes, industrial 
classes, industrial comprador class, labour 
aristocracy, middle classes, etc. Except for 
a leap of faith, it is difficult to figure out 
their empirical, concrete counterparts. 
Similarly, the relationships among these 
classes and strata, along with their 
differentiation cannotbe taken axiomatically. 
Their a priori or historical empirical basis 
has to be shown. 

Some pretty serious propositions made by 
the author give rise to misgiving in the 
absence of substantiation. Some instances 
are worth noting, (a) “Nehru rejected the 
worn out distinction between capitalism and 
socialism and led .the way toward a new 
mixed economy” (p 16). (b) “The discussion 
on the economy is focused on non-solutions: 
corruption, subgidies...” (p 16). (c) Tlic 
Congress under Oandhi’s leadership 
carefully orchestrated the political 
mobHisaition, always ensuring the safety of 
the cdlonial enterprises.,*' (p 41). (d) “Tlic 
setting up of new enterprises by the 


government obviated the nationalisalion of 
existing private enteiprises^* (p 56)*(e) **Thcy 
(the landed elites) were under pressure to 
implement land reforms for increasing 
agricultural productions” (p 65). “We are, 
below the 1 OOth rank in the world h ierarchy 
of industrial nations” (p 21, quoting S Patelt 
1985). On page 23, L K Jha (1986) is quoted, 
to say “India’s ranking as an industrialised 
nation had slipped from the lOth to the 26th 
position in the world”. The basic point is that 
for want of either source or substantiation, 
or on account of lack of consistency, the 
reader is unlikely to be certain about the 
author’s position on a number of issues. A 
political economy study requires a far more 
carefull, systematic and rigorous approach 
than the conventional economic studies, as 
the former asks relatively broader questions. 

^ •' ary 

* 

1 See. Nayy ar, Induxtiial Growth 

andSiagnation: The Debate mlndia, Bombay, 
Sameeksha Tnist, OUP. Nayyar, D 
recognised that the poor peiformance ‘*was 
neitheran aberrarion. nor a temporary deviation 
trom the trend but the beginning of a long¬ 
term structural problem” (p 219). 

2 The author has a footnote at this point which 

says. temi was used by Arun Bose 

(1090)”. Its implication is not clear. 

3 State monopoly capitalism is taken as the 
combination of ‘the strength of c^talisl 
monopolies with that of the state into a single 
mechanism”, while of the definitive demonts 
of state capitalism is ‘‘state capitalist property” 
which emerges underpre-monopoly capitalism 
asaresuliof the building dnew enterprises,,..” 
Volkov, MI (1981). A Dictionary of Political 
Economy, Moscow, Progress PubbcatKms, 
pp 340 and 337. 

4 On induslnal licensing, the author quotes the 
Report of the Industrial licensing Policy 
Inquiry Committee, 1969. However, its 
chairman has wrongly been named as R C 
Dutt. His name was S Dutl, (p 283). 

.5 Fonnstance, Gonva, Oscar Munoz (1994) ‘The 
Process of Industrialisation: Theories, 
Expenences, and Policies* in Sunkel, O (ed). 
Development from Witfun: Towards A 
Neostructuralist Approach for Latin America, 
Boulder, and London, Lynne Rienner 
publishers, matnuuning that 'indtistnali.sation 
has lost much of its appeal* aigue.s a case “to 
review the conceptual and practical 
foundations on which past industnali.^tion 
strategies have been b^ed” (p 257). In the 
context of the author’s proposition r^arding 
the transition from self-reliance to dependent 
indusinalisation, Cioma's conclusion that this 
reflects a stnicturai tendency inherent in the 
very process of catching-up industrialisation, 
*This industnalisation modd led lo a faster 
growth of imports but to a slower growth of 
exports, thereby introducing a stfuctuml 
tendency to nin a deficit in the balance of 
payments” (p 273). Even in therelaUveJy early 
industrialist economies like the US, many 
structural imbalances are created by 
industriallsauon. “Between 1970 and 1993, 
manufactunng output doubled in the US while 
industnal employment actually declined by as 
much as IQ per cent accoiding to some 
estimates”. Schwab. K and Smadja, Claude, 
‘The New Economic Order'. Hardward 
Business Review, reproduced in The Times of 
India, January 31. 1905. 
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Of Nations and Violence 

MSS Pandian 

Kacbchativu and the Problems of Indian Fishermen in the Palk Bay Region 

by V Suryanarayan; T R Publications, Madras, 1994; pp 74, Rs 100. 


THE Palk Bay, known for Its rich marine 
wealth, ha<; become a death trap for the 
fUbermen from Ram analhapuram district of 
Tamil Nadu. According to .statisticspublished 
by Fort St George, 

Since 1983 till end of Augu.st 1991, ihcfe 
have been 236 incidents of attack by the Sn 
Lankan Navy on Tamil Nadu fishermen. 
Throe hundred and three boats have been 
attacked and 486 fishermen have been 
affected. Fifty-one boat.s have been 
destroyed. One hundred and thirty-five 
fishermen have been attacked and injured. 
Over fifty fishermen have been killed. Fifty- 
seven fishermen have been injured in firing 
incident.^. The Sri Lankan Navy have seized 
65 motor boats and arrested 205 fishermen. 

The, situation is no different today and 
such violence continues unabated, drawing 
vocal protests from Tamil Nadu and half¬ 
hearted response.^ from South Block. The 
book under review traces in meticulous detail 
the histoiy of this conflict. 

According to the author of the hook, what 
is at the centre of this conflict is Kacbchativu, 
a small island of 285 acres. The island, 
which was not long ago an indisputable part 
of the Ramnad zamindari, had been for 
centuries used by the local fi.shermen as a 
staging post to dry their nets and the catch. 
The island also houses a Catholic church 
dedicated to St Anthony, much revcied by 
fishermen. It was in 1921 that Ceylon (now 
Sri Lanka) for (he first time .staked its claim 
over the island. A conference between the 
representative.^ of Colomb(% and Madras 
agreed that while zamindari rights of the 
Raja of Ramnad would continue, tlie island 
belonged to Ceylon. However, this agree¬ 
ment was not ratified by the colonial 
office and the question of ownership of . 
Kacbchativu was left unresolved. The local 
fishermen canied on tlicir vocation un¬ 
constrained hy national boundaries. 

The is'.sue cropped up time and again in 
the po.st-1947 India, especi ally after the 1967 
election which brought a ‘*vocal contingent 
of DMK members to ilic parliament”. The 
DMK, supported by Praja Socialist party. 
Samyuktha Socialist Party and Janu Sangh, 
engaged in acrimonious debates in the 
piu^liament and demanded that the island 
should not be ceded to Sri Lanka as it would 
affect the interests of the f i.shermen of Tamil 
Nadu. Asthebookrightly argues ^throughout 
thin pcricxl. New Delhi seemed to have 
adopted a policy of calculated indifference.” 

l&Ksfachativu was finally ceded to Sri Lanka 
in 1974, despite vehement protests in the 
parliament, pactiaitarly by members from 


Tamil Nadu. Era vSezhian. then a DMK 
member of the parliament. dc.scribed the 
1974 Agreement as an “unholy and 
disgraceful act of statesmanship, unworthy 
of any government”, Tlie in.scnsitivity of 
New I^clhi towards the problems of Tamil 
Nadu fishermen is more than evident from 
the fact that . .the principle of equidistance 
was not insisted upon by New I^lhi while 
delimiting the boundary near Kacbchativu. 
In that process, the interests of Tamil Nadu 
were sacrificed” (pp 24-25). After all, for 
Indira Gandhi, Kacbchativu was “a sheer 
nx:k with no strategic importance”. 

Significantly, the book details how the 
provisions in the 1974 Agreement, which 
safeguarded the interests of the fishermen, 
were unceremoniously surrendered by New 
IX‘lhi within two years. Referring to the 
1974 Agreement, the book notes, “Although 
the island was ceded to Sri Lanka, tlie 
agreement safeguarded the nghts of Indian 
fishermen and pilgrims to visit the island in 
the same manner as they had been doing 
before... The agreement also provided that 
the vessels of both countries would cn|oy 
in each other’s waters such rights as they 
had traditionally enjoyed” (p 23), This was 
ensured by Article 5 of the Agreement a.s 
well as by Swaran Singh’s statement in the 
parliament. The 1974 Agreement was 
superseded by the Exchange of Letters 
between the two countries in 1976, which 
among other things, demarcated the 
boundaries in the Gulf of Mannar. According 
to Paragraph I of Exchange of Letters, “The 
fishing vessels and fishermen of India shall 
not engage in fishing in the historic waters, 
the territorial .sea and the exclusive economic 


zone of Sri Lanka,,.” Hiia sealed the of 
the fishermen of Ramanlithapuram. 
Unfortunately, the Agreement of 1976 did 
not evoke any protest. It was of course the 
period of Emergency, when protest was a 
dirty word. 

Based on elaborate documentation, the 
book sums up the problem of Palk Bay thus: 
“The root cause of the pre.sent tension is a 
conflict of interests. On the one side arc the 
governments of New Delhi and Colombo, 
who, in the name of gtxicl neighbourly 
Illations, concluded the maritime agreements 
of 1974 and 1976, which ceded the island 
of Kacbchativu to Sri I .anka. On the opposite 
side are the Indian fishermen, who will not 
easily give up a means of livelihood they 
have enjoyed for several centuries” (p 4). 
In other words, as the book effectively 
demonstrates, it is a clash between conflicting 
notions of territoriality - one based on 
territorial nationalism and the other, on right 
to livelihood. As the book puts it, “The 
fishermen of the region arc no respecters of 
the international boundary, which they view 
as a post-independence phenomenon. They 
move to any area where fish are available 
in plenty... No wonder then, the Indian 
fishermen con.suler the whole of Palk Straits 
their natural habitat, ll is interesting to note 
that the Sri Lankan fishermen poach in the 
Arabian sea; .some of them move further we.si, 
enter Maldivian waters to catch tuna” (p 4). 

In concluding the b<xik, the author suggests 
that the government of India should “gel 
Kacbchativu and adjacent seas on * lease in 
perpetuity’ .solely for fishing, diyingof nets 
and pilgrimage.” Thus, “Sri Lanka’s 
sovereignty over Kacbchativu could be 
upheld; at the same time, 'lease in perpetuity’ 
would enable the Tamil Nadu fishermen to 
carry on their vocation as they have done 
for several centuries” (p 39). He cites Tin 
Bigha a.s a precedence. This i.s indeed a 
pragmatic solution. Then, it is a pragmatism 
which endorses territorial nationalism rather 
than based on a critique of it. 


Latest in GENDER STUDIES 


Vv^ajoihi 

POLYGAMY AND PURDAH: WOMEN AND SOCIETY 
AMONG RAJPUTS Rs. 300 

Neerj»AMawat 

WOMEN ORGANIZATIONS ft SOCIAL NETWORKS Rs. 225 

Indu Mtihur ft Sanjay SIwma (ids.) 


HEALTH HAZARDS, GENDER AND SOCIETY 

Umllajethanl 

SINGU WOMAN 


Rs. 250 


Rs. 250 



RAWAT PUMJCATIONS 

3’Nm‘20, JatsntmrNagar. JAIPUR 302 004 
Phona: 0141-507022 Fwc 0141-567748 


750 


Economic Mid Political Weekly ApiS 8,1995 



SPECIAL AimCLES 


Radical Histories and Question of 
Enlightenment Rationalism 

Some Recent Critiques of Subcdtem Studies 

Dipesh Chakrabarty 


Maimaining a critical position with respect to the legacies oj the European Enbghtemnent does not entail a wholesale 
rejection of the tradition of rational argutnentation. The author seeks to demonstrate, tn the first part of thus note, how 
a certain form of hyper-rationalism characteristic of colonial modernity has impaired Indian marxists' capacity to engage 
with *reUgion ' (something without which India cannot be omginedl The second part of the note argues how colonial histories 
are particularly helpful in making visible what is sometimes called 'the unreasonable origins of reason*. And the final 
section endeavours to show - without attempting a general defence o] post-structuralism - why post-structuralist and 
deconstructionist philosophies are useful in developing approaches suited to studying subaltern histories under conditions 
oj colonial modernities. 


Yes, I know all (hal I should be modem. 
Marry again. Sec strippers at the Tease. 
Touch Afnca Go to the movies. 

Impale a six-inch spider 
under a lens. Join the Tc.st- 
han, oi hetome The Outsider 

Or pay to shake my fist 

(oi whalttver-you-caJl-it) at a psychoanalyst 

And when I bum 

1 should smile, dry-eyed, 

and nurse martini.^ like the Marginal Man 

But, sorry, I cannot unlearn 

conventions of despair. 

They have their pnde. 

1 must seek and will find 

my particular hell only in my hindu mind' 
must translate and turn 
till 1 blister and lOfist... 

-A K Ramanujan, ‘Conventions of 
Despair’ in Selected Poems, Delhi, 1976. 

SUBALTERN STUDIES, the Gram.sei- 
in.spircd series on Indian history that became 
influential in the 1980s, has recently come 
in for a substantial amount of hostile criticism, 
particularly in India, on the ground that it 
has gone reactionary.‘ Why? Because, comes 
the answer, the mapcistcritiqueof capitalism 
that informed the earlier volumes in the 
,sme.s ha.s now been replaced - under the 
baleful influence of deconstructive, post- 
structuralist and postmodcrni.st philosophy, 
it is said - by a critique of tlie rationalism 
that marked the European Enlightenment. 
Since marxism is inconceivable except as a 
legatee of this rationalist tradition, a critique 
of this nature must be, at least implicitly, a 
critique of marxism as well. And is not that 
dangerous, it is a,sked, in a .situation in India 
where the rise of a ^religious' and aggressive 
Hindu right demands, if anything, an ever¬ 
more vigilant attention to the secular goals 
of class-stniggle, democracy and socialism? 


In a recent cs.say on the 'fascist nature 
of the Hindu right, the eminent Indian left- 
wing historian, Sumit Sarkar, spells out why 
a critique of Enlightenment rationalism is 
dangerous in India today. His propositions 
could be arranged as follows; (1) ‘Fascist 
ideology in Europe ...owed something to a 
genera! lurn-of-the-cenlury move away from 
what were felt to be the sterile rigidities of 
Enlightenment rationalism’; (2) ‘[NJot 
dissimilar ideas have become current 
intellectual com in the west, and by extension 
they have started to influence Indian 
academic life’ (^) That these ‘current 
academic fashions’ (Sarkar mentions 
‘postm<xlernism’) 'can reduce the resistance 
of intellectuals to the ideas of Hindutva 
[Hindu-ncss] has already become evident’. 
Examples: ‘The “critique of colonial 
discourse” has stimulated forms of 
indigcnism nof easy to distinguish from the 
standard Sangh parivar argument . that 
Hindutva is supenor to Islam and Christia¬ 
nity (and by extension to tlie creations of 
the modem we.sl like science, democracy or 
marxism) because of its allegedly unique 
roots’. Sarkarwams that *[a]n uncnticalcuJt 
of the ‘popular’ or 'subaltern’, particularly 
when combi Ad with the rejcclion of 
Enlightenment rationalism... can lead even 
radical historians down strange paths’ that, 
for Sarkar, bear ‘ominous’ resemblance to 
Mussolini’s condemnation of the 
‘teleological’ idea of progrc.ss and to Hitler’s 
exaltation of the German volk over "hair 
splitting intelligcnce”{Sarkar 1993:164-65). 
Oautam Bhadra and myself, identified by 
Sarkar as two ‘members of the Subaltern 
StudiesediUmul team’, are Sarkar's examples 
ofhistorians who have boenleddown ‘strange 
paths’ by their ‘uncritical’ adulation of the 
subaltern and by their ‘rejection of 
Enlightenment rationalism’ fSarkar 
1992:167]. Sarkar stop.s short of calling us 


‘fascist’ - we still qualify for the label 
‘radical’ - but one can .see that things may 
change.' 

Tom Brass, in a review article on Gyan 
Frakash (Prakash has since )oined the 
Subaltern Studies collective) work, and the 
mspected civil liberties activist KB alagopal, 
in an es.say on the dangers of neo-Hinduism, 
express similar misgivings. The charge 
appears in asummary form in Brass’ s piece: 
‘The real importance of post modemi.sm lies 
in it.s theoretical impact on political practice: 
It forbids .socialism, encourages bourgeois 
democracy and allows fa.scism* [Brass 
1993 1165]. Mi.squoting Gramsci (and 
thereby Romain Rolland), Brass accuses 
postmodernism (and his other phobias) of 
having distoricd Gram.sci: 
postmodcrni.sm. popular culture and 
re.si.s(ancc theory have all coin'bined to invert/ 
subvert the famous dictum of Gramsci [here 
Brass manages to gel the quote wrong in 
spite of refemng to the nghl pages in the 
Pn\on Notebook,^] about the nature of 
political action: instead of pes.simi.sm of the 
.spint and optimism of the will, they now 
license optimism of the spint and pessimism 
of the wiirjBras.s 1993: 1165). 

K Balagopal's blames ‘postmodernists* 
and ‘subaltcrnisls* alleged re|ection of the 
p<5ssibilily of ‘objective’ analysis for the 
inadequacies of Left resistance tothe fascistic 
Hindutva push- 

Having noted in more than .sufficient detail 
[he writes] the sins committed hy secularists, 
it is time now to look at matters objectively, 
however, dubious that task may seem to the 
subaltern theorists and the postmodernists 
whose current preponderance among the 
progressive intelligentsia is one reason ...for 
the latter’s hopele.ssly inadequate response 
to the bulldozing of Hindutva. [Balagopal 
1993:790]. 

The agenda, according to him, is that of 
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iftghtmg for '^quality and jwitico at ail fe vela * 
*to create a teal unity of all opprenaed 
people*. Tbia ia what he aeea thwarted by 
both *«cemingly down-to-earth and 
untheoretical OandhianK* aa well as the 
^incoiiu>rchenKiblepo«t-m<xicnuatK' whose 
resulting attitudeof ^theoretical and political 
flippancy is doingalot of damage* [Balagopal 
1993:793). 

The accusations are not unique to the 
Indian situation. Readers may be reminded 
of Christopher Norris’ The Truth of Post- 
moJemisnir which argues that postm(x(er> 
nist critiques of ‘universalism’ and 
"Enlightenment rationalism* preach incffect 
a form cultural relativism which is at least 
politically irresponsible when it is not 
downwright dangerous (Norris 1993]. Our 
critics are seldom as well-read in post* 
stnicturalist philosophy as Norris, but the 
sentiment they express is the same. For a 
historian, the advantage in di.scussing the 
Indian or South Asianist critics is that their 
accusation is levelled against historians, 
thus allowing me an opportunity to discuss 
why maintaining a critical relationship to 
Enlightenment rationalism may be of 
value in developing a third world historio¬ 
graphy. So in the re.st of this essay, I will 
engage these critics and their criticisms, 
focusing in particular on Sarkar. not only 
because his is the most elaborate of the 
three statements at hand but also because 
his criticisms repudiate his own earlier 
involvement with the project of Subaltern 
Studies. Sarkar, in other words, belongs to 
the same tradition of historiography 
from which Subaltern Studies has evolved, 
the tradition of marxist history-writing in 
the subcontinent. This conversation, in 
many ways, is with that tradition. But it 
also concerns a larger criticism now being 
made of post-structuralism generally. 

As this essay itself will, 1 hope, make 
clear, maintaining a critical position with 
respect to the legacies of the European 
Enlightenment does not entail a wholesale 
rejection of the tradition of rational 
argumentation. My procedure here will be 
gitmnded in that tradition while being critical 
of it. My argument will he presented in three 
parts. In the first segment I will seek to 
demonstrate how a certain form hyper- 
rationalism characteristic of colonial 
modernity has impaired Indian marxists* 
cfapacity to engage with ‘religion* 
(something without which India cannot be 
imagined). The second section will argue 
how colonial histories are particularly 
useful in making visible what is sometimes 
called ‘the unreasonable origins of reason*. 
And the final section will endeavour to 
Show - without in any way attempting a 
general defence of post-structuralism - why 
post-structuralist and dcconstnictionist 
philosophies are useful in developing 
approaches suited to stuping .•subaltern 


histories under conditions of colonial 
modernities. 

I 

HyperoRationalism of Cotonial' 
Modern 

My argument here is simple and 1 will 
basically use some material from Bengali 
history and historiography - u^ditions I 
share with Sarkar - to make my points. My 
contention is that .scientific rationalism or 
the spirit of scientific enquiry, was intn)duced 
into colonial India from the very beginning 
os an antidote fo(lndian)religion, particularly 
Hinduism, which was seen, both by 
missionaries as well as by administrators - 
and in spite of the Orientalists - as a bundle 
of ‘superstition' and ‘magic*. Hinduism, 
wrote the SaHtish missionary Alexander 
Duff in 1839, is ‘a stupendous system of 
error’ |I.aird 1972:207). Indeed, the paradox 
of early European-founded schools in Bengal 
being more ‘liberal’ and ‘.secular* in their 
curricula than their counterparts in England 
is resolved by the fact that the missionaries 
did not perceive much contradiction between 
‘rationalism* and the precepts of Christianity 
and a.ssumed that an awakening to reason, 
rather than tlie more provocative strategy of 
direct conversion, would itself lead to the 
undermining of the superstitions that made 
up Hinduism. As Michael Laird writes of 
the pcruHl: 

Apart from a genuine desire ki advance 
learning for it.s own sake, the missionanes 
also believed that western .science would 
undermine belief in the Hindu senptures; 
the new geography, tor example, could hardly 
he reconciled with the Puranas. ...fllieyl 
thus acted as instigators of an intellectual 
awakening, or even revolution ...(and their] 
schools were obvious agents of such a 
Christian Enlightenment. There is 
incidentally an instructive contrast with 
contemporary England, where the wide 
curriculum that was beginning to appear in 
Bengal was .still very unusual in elementary 
schools (Laiid 1992:86-87]. 

Even the very act of mastering English, 
wrote Alexander Duff, must make ‘the 
student the cfalld of Pantheism, 

idolatry and superstition than before* [Laird 
1992:207-08). ' 

his this simultaneous coding of (western) 
‘knowledge* itself as rational and Hinduism 
as something that was both a ‘religion* as 
well as a bundle of superstitions, that 
launched the career of a certain kind of 
colonial hyper-rationalism among Indian 
intellectuals who self-consciously came to 
regard themselves as ‘modem*. Of course, 
there have been importantlndtan intellectuals 
both before the British rule and after - the 
19th century reformers like Rammohan Roy 
and Swami Dayanand Saraswati or even the 
nationalist .scientist J C Bose would fall in 


thiscatcgory^whri strove, ncHunlilseiiFtahy 
intellectualsinEUn^peanhistaiy, todevelop 
dialogues between the ‘scientiflc-rattonal* 
and the ‘religious-spiri (ual * .^ Bqt we are yet 
to work out how these heritages have 
influenced the nature of modem academic 
knowledge-formations in India. In its self- 
image, modem Indian secular .scholarship, 
particularly the strands that flowed into 
marxist scKial history-writing, not only 
partakes of the social sciences’ view of the 
world as ‘disenchanted’, it even displays 
antipathy to anything that smacks of the 
‘religious’. A certain kind of intellectual 
bankruptcy, a paralysis of imagination, and 
u certain spell of reductionism have often 
attended attempts by Indian marxist scholars 
to understand religiou-s practices. The blight 
that this ha.s produced in the intellectual 
latulscape of a country whose people have 
never shown any sense of embarras.sment 
about being able to imagine the ‘supernatural' 
in a variety of forms, is only matched by 
the marginalisation of the marxist left in the 
struggles that constitute everyday lives in 
India. 

To be sure, these developments in India 
shared something of the .spirit of the 18th 
century Enlightenment in Eumpc to the extent 
that the Enlightenment, for all its internal 
diversity, ‘meantrepudiation of the irrational 
and the superstitious’ (Behrens 1985:261.0 
as a historian of the Enlightenment has put 
it: 

In.sofar a.s it was concerned with social and 
political que.stions. the 18th centuiy 
Enlightenment ...produced a great variety 
of mutually incompatible ideas. ...For all 
this, neverthele.ss. there were points on which 
people with any claim to being enliglened 
were agreed in every country. Particularly, 
Enlightenment meant the repudiation of the 
irrational and the superstitious. ... To be 
superstitious was to believe in the 
.supernatural [Behrens 1985:26]. 

Thus, while it is true that historian.^ today 
arc more sensitised to the diversity within 
the Enlightenment, what propagated itself 
among modem Indian intellectual.^ was 
something like - to take Preserved Smith's 
expression somewhat out of context - ‘the 
propaganda of Reason* which equated, as 
indeed did Smith in his own book on the 
Enlightenment, ‘modernity* with the 
possession of ‘scientific outlook* and 
‘ignorance* with ‘superstition* [Smith 
1966:117]. The resulting predicament for 
the Hindu modem was two-fold: (a) the 
intellectual possessing a self-defined 
‘scientific rationality* never made a dis: 
tinedon - unlike, say, practicing Indian 
scientists who have often, without any 
apparent difficulty, separated their own 
beliefs from the pfailosciphical assumptions 
of their professional knowledge-systems, so 
that it is possible for even a theoretical 
physicisttoee^outasgumsome ‘iidecle- 
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making* holy man between 'Kcience aK 
outUK>k* and *};cience uk a collection of so 
many efficacious techn'u)ues\ while (b) at 
the same time it proved impossible, in spite 
of some notable attempts, to align Hindu 
practices, the mainstream pantheon of gods 
and gtKidesscs. with Christian Enlighten¬ 
ment/ It. therefore, always remained 
pi>ssible. given the nature of the Hindu deities 
to see them as so many manifestations of 
belief in the magical. 

Why this came to be so is a long, involved, 
and on the whole an unreseurched story. But 
tliatanulylicai frameworks derived from the 
legacies of the European nuxiernity create 
a peculiar split in our self-recognition 4>r 
self-repmsentation, can be easily shown. 
Take, tor instance, the model of the 
autonomous, individual subject without 
which the idea of individual rights cannot 
be thought. The idea and the language ol 
‘rights’ have been of undoubted utility in 
a multitude of struggles in India <- m> much 
so that it would be silly to regard them as 
in any sense foreign. Yet, what is their 
relationship to the ideaK (jI the extended 
family or kinship which also mould us as 
sub|ccts in India? (To avoid uiinecessai*y 
argumentation. Iiowever. I should make it 
clear that I am not leproclucing here an 
‘extended vs nuclear family' argument On 
the ground, many extended families are as 
homhle as many nucieai tamilies. Noi am 
1 suggesting any cssenlialisiic east/wesi 
ciislinctions, torquilca tew'i>i my u'cstcrn* 
friends live in or pi act ice versions tit exieikled 
kinship.) The question usually gties 
unanswered in Indian hisk)!^ when it is not 
seen through .some versnm ol the sterile 
■iradition/modernity‘ diciiotomy. An 
instance of the histoi iogruphical silence that 
our frameworks prt>ducc could be the 
phenomenon of Inendship. We have as yet 
no researched hisUn ics t>f imxicm friendships 
in India, but surely it wt>uldnol be surprising 
it It turned t)iit that kinship-derived models 
td pcrsonhotul and .siKiality have been 
extremely intluential mihe lormutionot the 
affective bonds we now develop In Europe an- 
iierivcd public spaces and institutions such 
as the .•ichooi. university and the office (not 
to speak of the political party). ^ 

A similar point can he made about the so- 
ctillcd religious as it comes into our lives 
and shapes the structures id'our perception 
cognition and affect. A large range (d our 
pleasures, desires, emotiiins and 
uiidci standing of what cimstitutes the social 
(including the family) have the religious 
built into them at least as collectively 
practised rituals. How else could I - and here 
I dcliberalely s|H;ak auUd>iographically. as 
a male. Bengali. (H i ndu) niitltll^ rlas\ ma rx ist 
(of some kind!) - have emotional access to 
the human and other relations conjured up 
in (middle class versions of) the R^nuhana 
andthcMf//ir//>/ir/m/r/. in ‘medieval’ Bengali 


Uteratoro about minor gods and gcxldesscs. 
in Vaishnava .stories and songs about Rudha 
and Krishna, in the puranic legends about 
Durga and Kali, in the mystical songs of 
‘hauls’ and fakirs’ ? What makes il|>o.ssiblc 
forme (and many others) still to be moved 
by nationalist songs of Mukundadas. Tagore. 
li L Roy. Atulprasad Sen. Na/.rul Islam that 
duectly draw on ‘dharma’/kinship to provide 
a .sense of the natioii/community? It is 
4>hviously because the pri>ccs.s of becoming 
miKlcrn’ in the Bengali context never left 
these things out so that my desires, emotions, 
aesthetics and even my sense of what it 
means to he a persi>n were never trained 
simply in the light ol world-view that was 
|ust liberal or ‘secular* (in the sense of 
‘giKllessncss’ in which this wt)rd is u.scd iii 
India). 

Tlie problem is not the so-called alienation 
of the secular intellectual in India from its 
religious' tlemenis. Tlie Hindu right often 
makes this criticism of the |x:ople on the left 
and Siirkar is ijuile right to reject it [Sarkar 
1993|. The pioblcm is rather that wc do not 
have analytical cutcgi>rics in aca<lemie 
discourse that do justice to the real, everyday 
and multiple connections’ we have lo what 
we. in becoming modern, have come to see 
as *m)n-iaiu>nar ‘Tradition/rmHiernity’. 
ralional/non rational’ intellcctual/emolion* 

• these untcnalde and problematic binaries 
have haunied i>ur scif-repiesenlations in 
social science language since the 19th 
century Andrew Sariori's woikon the 19lli 
century Bengali tnientalisi and liKli>logist 
kajcndralal Milia has reeeruly drawn oui 
alteiilion tcMhis pioblern. As Sarlori slu'Ws. 
the spilt between the analytic and the afleciivc 
isstmiclhing itseltprcKluccd by the ccjlonial 
discourse and marks for ever the speech of 
the colonial intellectual. Sarlori has given 
us a telling example ol this phenomenon 
Irom the last century. He quotes Rajcndralal 
Mitia. writing, in the eaily IX7()s, on the 
custom ol ‘bhxHl sacrilice* in ancient Irulia, 
a pi act ice the Orientalist in him would have 
no iloubt seen as bari^aric and uncivilised. 
How'evei. tills ‘aneicnl* praelicc was in no 
sense aiitiqii.iled in Milra s own limes. As 
the folltwing quotation shows. Milra had 
had some pei sonal exposure to it. Yet notice 
how he categorises his own. lived etuincL tion 
lo the ritual as part of his afleclive' rather 
than the lationar or 'reasoning' sell. At the 
endol Ins essay discussing the ciistiMiu Milra 
writes in a memorable passage' 

The olleiing ol 4iiie‘s blood to tlu* goddes.s 
IKahli^a medicvul and modem ntc . 'I'he 
la.si lim.- I s;iw the ceremony was six yeais 
ago lwhen?l, when my late reveied parent, 
lotienng with age. made the otfenng lor my 
recovery trom a dangerous and long- 
protracted attack *»f pleurisy. Whatever may 
be thiiught ot it by )>ersons brought up under 
a creed ditlerent from that of the Indo- 
Aryans. I jannot recall to memory the (act 


without feeling the deepext emotion for Ihe 
boundless affection which prompted if 
(emphasis added)'*. 

This strong. oppi)sition between tlie 
rational and the uffectivc. or between reason 
and emotion, eharaelcristic of our colonial 
hypcr-ralionalism. has generally afflicted 
Indian marxist historians* attempt to 
understand the place of the ‘religious' in 
Indian public and political life. 8ince my 
polemic at this point is especially directed 
to Surkar's critique o\' Suhaltern Studies, I 
will begin with him. with his own study 
i>f the Swadeshi (Swadeshi = one’s own 
land] movement that bn^ke out in Bengal 
around Uie year 1905 when the British, in 
an tmperunis and high-hunded manner, 
decided to split Bengal into two halves and 
thus endunger the modern (Hindu) Bengali 
identity. Sarkar’s book. The Swadeshi 
Movement inBengai a study of the nationalist 
resistance against this piece of British 
imperialism, is undoubtedly one of the most 
important monographs of modern Indian 
hisitmy. Erudite and enormously well- 
doeumenlcd as It is. this marxisl' piece of 
Indian hisU>i 7 scrupuhmsly steers clear of 
any formulaic appit'oacli Yet there is a 
remarkable failure of the intellect in this 
b<K)kcvei 7 limc it is a quo si ion of interpreting 
or explaining the rtilc religion’ played in 
this political movement which did more than 
any oilier phase in iiUHlern Bengali history 
to bring lo life and immortali.se. for biith 
Muslims and Hindus, the image of Bengal 
as a mothei-goddess demanding love and 
sacrilice Irom her children. 

This was u movement, as Sarkar himself 
.so caidully documents, ub.solutely full of 
ilindu-religioussciitiincnt.s and imagination. 
But notice luw Sarkar. while he is willing 
to grant that a nuulcrn political movement 
may have to use 'religion' a.s a means to a 
pv^litieal end (and parliculaiiy so in a peasant 
.society), disapproves 4>fmomcni.s when, for 
the liisioncal actors involved, religion bxiked 
like becoming an end in itself’. He writes: 

...what .seems indisputable is that the other¬ 
worldly pull ol religion tended to as.sert 
Itself panieularly at moments ot .strain and 
frustration. Religion cultivated at first as a 
means to the end of mass (ontact and 
stimulation of morale, (onld all too easih 
become an end in itself. The pmccss of 
inversion is idleeled clearly in Aiiiobindo’s 
|a nationalist leader] famoii'^ Uttaipara 
speech... "f spoke once bebiie with ihi.s 
force in me and 1 said then that this movemeni 
IS not a political movement and that 
nationali.sm i.s not politics but a religion, a 
creed, a faith. I say it again today, but I pul 
It in another way. I say no longer that 
nationalism is a creed, a religion, a faith; 
1 say that it is the .Sanalan Oharina which 
for us nationalism |Sarkar 1977:316; 

emphasis added). 

So religion as a ‘means’ is ucceptubk. but 
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lf«^Ugion us 'an end in itself is not. For Sarkar. 
the marxisi historian, llic question never 
atiscs as to whether a 'religious sensibility 
could also use a pc>litieal Ntructure uml 
vocabulary as a means to a (religious) end 
(forthat indeed is the burden of Aurobindo’s 
speech from which Sarkar seems to have his 
ear turned away). 

Why docs this happen? Why docs one oi 
our most capable and knowledgeable 
historians fail to give us any insigtil into 
moments in the history of our political and 
public life when religious sentiments 
presented themselves as their own end and 
not as means to some end defined by a 
Hurt>pean political phih^sophy. however, 
much some Indians may have made this 
philosophy their own? Ii is because hi.si(>ry 
tor Sarkar is a perpetual siiuggic between 
the forces of rcasoir and ‘humanism’ tm 
(he one side and those o1 ‘emotion and tuith 
im the tilhcr. and we arc Icll in iu> doubt as 
to which side Sarkar himself is on. (')f the 
Swadeshi movement he writes in a manner 
that also discloses to us his view oi this 
‘ideological baitlcgroumr i>n which he 
piis'itions himself; 

(An| ...impoilant ...iheiuc [of the Swadc.shi 
movement] is the ideological conflict 
between iiuKlertiism and traditionalism - 
between an aiiitudv‘ which broadly speaking 
demands .social reforms, trios to ovaluato 
things and ideas by the criteria of reason and 
present-day utility, and hase.s itsoll on a 
humuniMii seeking to transcend limits ol 
caste and religion, and a logically opposite 
trend which doiond.s and justitles existing 
social mores in the name of tinmeinonal 
tradition and the glorious past, and which 
(ends to suhslUuie emotion and laith for 
reason (Sarkai h)77:24|. 

Whal else is this but an unreflexive 
(re)slatcmenl of the struggle ol the 
Hnlighteiiincnt with Superstition’? ‘Reason 
and truth’ on the side ol democracy and 
humanism, and tailh' - u tissue of 
superstitions, prejudices and errors', as a 
famous philosopher ol the hnlightcnment 
pul it - on the side of tyranny | Hegel 
I977:.'i3()|. This ctmflici, ft>r Sarkar, 
structures the whole nanalive of Bengali 
imxicrnity. He traces it ‘‘right through the 
19th century from the days of the Atmiya 
Sabha and the Dharma Subhu | lH2()s|" and 
sees it "continu[ing| ul the heart of the 
Swadeshi movement just as in the |Bengul] 
'renaissance' which had preceded and 
prepaix-d the way for it”. 

Insofar a.s the swudeshi age saw a determined 
though not entirely .succes.sful effon to give 
the national inovemeni a solid mass basis, 
the period can be regimied as a .sort of test 
for the adevance oft hose opposed ideological 
trends in the work of national awakening 
(Sarkar 1977:.t4-.^.Sl. 

This is Hnlightcnment rationallNiri indeed, 
but now (rc)visiting the history of the 
colonised as a mtxiomistdogma and wreaking 


intellectual huviK in its trail. Sarkar^s failure 
to give us any insights into the ‘religious’ 
(hat constantly crupt.s into the political in 
Indian irKulcrnity is not a personal failure. 
It is lailurc of hyper-ratumalism, a failure 
that marks (he intcllecl of the colonial 
moilern. li occurs within u paradigm 
secs ‘.science’ and religion’ asulUniuU:^, 
and iiTcvocably, opposed to each other. 

This dogmatism is an old and even 
rcs|>ecliible part ol the history tif Bengali 
'secularism’. 1 will provide two examples 
give the reailer some idea of tiie intcllcetuai 
trad it ion that Sarkar and 1 have both inherited 
and against which, m part, we have to 
struggle In 1949, .some leading Bengali 
academic-intellectuals of Icft-iibcral 
persuasion organised a .series of lectures in 
Calcutta to discuss Uic question of Indian 
modernity. The Iccluics were published in 
1950 by the Lell Btx^k Club as a hiK^k, 
Modern A)(i' and India. The essays collected 
in Modern and India reflected an impli¬ 
cit consensus among the contributors as 
to what ‘modernity’ was. They agreed. (I) 
modernity, apart from the differences 
impi>sed by different national histories, was 
universally the same all over the world (a 
view most powerfully expressed by Nirmal 
Bhattachaiya pp 242-43): (2) that ‘the 
Modern Age all over Uic world undeniably 
stcm|med] frt>m nuxlcrn Huropean history’ 
(Tripurari Chakruvarti, p 13); (3) that ‘fi|he 
most glorious charaeteristie of the spirit of 
the modern age | was) its emancipation from 
dogmas.. .[which] ha|d] marked Uie ceaseless 
pursuit of scientific knowledge in modern 
times’ (Uicse are (lie very opening sentences 
of the book written by Naresh Chandra 
Sen Gupta, p 1): (4) that .science itself was 
value-neutral, 'exemplifie|d| how man 
iia|d| lamed the forces of nature’, and 
science ‘|was| obliged to oppose religion 
uncompromisingly whenever religion 
‘I spoke I about things ol (his curlir 
(Satyendrunuth Bose, pp 144 and 14S): and 
(5) that a central meaning of imxlernity lay 
in the (heme of cmancipalion/freedom (a 
topic discussed in mo.st chapters of this 
IxMik). To be fair, the celebration of science 
in this b(K)k was not totally devoid ol any 
critical spirit. Writing in the shadows of the 
first atom bomb, .several of our authors 
warned about the evil consequences that 
ci>uld follow from the ‘unlimited nature’ of 
the power (hat science’ could offei 
humankind (sec in particular the eoniri- 
hulions by Saiyendrunath Bose and 
Nureshchandra Sen Gupta). They also made 
some pertinent criticisms of contempiirary 
political leadership in India. But the faith 
in the capacity of ‘scientific .spirit* lodelivcr 
the humankind from their pniblcms. runs 
intact through Uic.se essays. M N Roy, the 
communist (urned-radical-humanist. who 
alsocorUrihuted to tins volume, even argued 
that the tenets of ‘mtxlemiiy’ were but 
theoretical expressions of what were ‘natural 


instincts’ in human beings anyway* Roy 
even extended part of the ai^gunient to 
animals!' 

Modem Af>e and India was the voice of 
u ,^..ncrutiou now mi>s(Iy gone - optimistic, 
in iove with the vision of a modernised, 
democratic India, and .sure in its lx:lief that 
what was opposed to scientific rationality 
could only be characterised as ‘dogma*. 
Certain things had changed by the 1960s and 
(he 197()s when Sarkar wrote The Swadeshi 
Movement. For Sarkar and his colleagues 
who were our intellectual metuor.s in a shared 
Calcutta, the optimism of the 1950s had 
been extinguished. Indian capitalism itself 
hud pul an end to that. But the colonial 
hyper-rationalism which oppo.scd ‘reason’ 
li» ‘faith’ remained. The 1970s mai-xist 
critique of colonial India argued, as ime 
respected Itistorian put it. ‘|a|lien rule and 
modernity are never compatible’, and 
deduced therefore that what India had 
received as a legacy of the colonial period 
could only be characterised as ‘enclaves’ of 
iTn>deinity: 

iheie were indeed variiintes in we.slern 
I’uropean early modern developments ...on 
a comparative scale. Yet each particular 
pattern in western Riirope was clearer and 
more spontaneous, and where toreign 
interterence could be lesisled. more secular 
and rational than condilionf in the prcviou.s 
period... What i.s normally de.scnbed as 
modernity rcpre.sents the superstructure of 
a given culture, whose economic base is the 
emergence ol capitalism It is unreaii.stic to 
define a superstrucluic without its base, to 
expect the liuils of modelmly without the 
uneven development and hard-headed 
exploitative practices ot a R.uropean 
modernity which olien |in pi.ices like India] 
came to lernl^ with leiidal remnants... and 
which took to colonialism lor maintaining 
progress in its capitalist development 
[He 1976:12^-24; emphasis added) 

Tliis reference to base and sujx-T.slruclurc 
vvasrepa'.senlativeof what would have pa,s'.scd 
for ‘common sense’ in Indian marxist 
liisioriographyoflhc 197()s. For the purpo.se 
of thi.s discussion, however, 1 wish to 
highlight what this statement, admittedly 
shorn of the optimism of the 195()s, shares 
with the latter: a common understanding of 
what i t meant to be modern. True. rntxlemity 
born in Europe had been productive of 
colonialism in India, but it still had a 
disccrnilde ‘progressive content’ which was 
‘diluted’ in the colony because 4>l under¬ 
development (rememlxT that this was the 
period also of ‘dependency theory’). This 
‘progressive content’ hud in part to do with 
‘rational outlook’, the ‘.spirit of science’ and 
frcccnquiiy’, etc. [Ijt is jxissiblc’. wrote 
Bamn De in concluding his piece, that .some 
future historians ...might put the 19th and 
early 20th centuries at the end of a medieval 
pcri(xl of uncertainty, instead of the beginning 
of the modem peHixl, which .still awaits us 
in the third world’ |TX* 1976:121-125). 
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'Mi^rnity still Hwaiu this is the 
i^frain ortlic hyper^ratiojial colonial moilcm. 
Why would mcxlcrnity still await us in India, 
more than 200 years after it was introduced 
by European imperialism? How long does 
it take for an Indian to become modern? A 
'full-lledgcd modenuty \ us the idea is used 
in these texls» is by definition something 
g(X)d. It einbt>dies the fullness of every thing 
- of pmsperity. of rationalism. It cannot ever 
he what we have got is all we have got. What 
we have is only u bad version of what is tii' 
itself good. We have not yet airivcd. We 
look faulty thitugh it is not our tault. The 
blame lies with coioinaltsiTi. Coloniulisin 
stop|)ed us from being fully mtKiern. Scholars 
will repeat Barun Dc's lament; we are 
incompletely mixleni. Sumit wS;u‘kai'will open 
his btK)k Modern India, published a decade 
alter Barun’s De’s essay, on this elegiac 
note* India's is a story of a ‘bourgeois 
modernity’ that is ‘grievously incomplele’. 
Tile mourning will speak tlmiugh Susie Tliaru 
and K Lalitha’s impressive and sensitively- 
edited collection Women Writinj^ tn India: 
6(H) DC to the Earh 2()th Cent toy: 

Scholars wht) haw Ljue.slioned ...a linear oi 
progressive understanding ol hislory claim 
Ihal the liberal ideals of relormei'i |ol 
women’s conditions) could nol have been 
realised under I he economic and jx>litical 
conditflin.sof colonial rule, and warn against 
applying such simple, linear narratives ol 
progress lo the study ot nineleenlh cenluxy 
India Whal appeals as leliogressive in 
nationalism was not a coiiservalive backlash, 
hul the logical limits of reloi mist piograinmes 
in a colonial situation that would nevei, as 
Sumit Saikiir writes, allow more than a “weak 
and distorted” cancatuie ol "lull blooded" 
bourgeois modernity, eilhei lor women or 
foi men ('rhani and Lalilha IWI:1S41* 

Docs It now become cleat as lo why it 
might he useful lor us, inlcllcciuals ol a 
colonial lonnatioiilomainiain a critical watch 
on the hislory of (huropcan) reason? Why 
It might be helpful to see that the 
Enlightenment's story ol the .struggle ol 
‘science-rationalism* versus ‘faith-religion* 
can be repeated in India only as an example 
of bad translation? For both the sides of the 
equation aix: violated in translating them 
across to our past and present praclices. Tlte 
hislory of our hyper-rationalism is not the 
same as that of Hnlighlcnment rationalism, 
and the practices that wc gather under the 
name ‘religion’ do not ivpeai the liislory of 
that Eurojiean category of thought. 1 accept 
that in Uxlay’s world such translations are 
unavoidable and often needed. But wc need 
to recognise them for what are: they arc 
mistranslations, no mallet how much we 
need tliem in pursuing our multifarious 
conflicts of interests. It may precisely be an 
irony of our modernity lliat We arc constantly 
called upon to believe in whal only requires 
to be performed, to treat a bad translation 
as though it was a perfectly adequate one. 


that is to say. to hr what we also are not. 
This is not a question of having to dissemble 
or simulate, it is rather a quest ion of having 
to live p«H>rly, in and as bad iranslations. 

To move from the register of lament to 
that of irony: (hat is the shift produced by 
an attitude ol inercdulity towards the 
inctununatives of the European hnlighleii- 
menl. But that is only the first step though 
it prepare.N us lor opening up imr hi.stones 
to other |Hissibili(ics. some ot which 1 will 
consider in the final section of this essay. 

II 

IJnreaMinable Origins of Reason 

Salman Rushdie's Midniftht’s Children 
contains a sub-plot which illustrates how the 
problem ot toicc' or ‘coercion’ may arise 
in the conversation between the so-called 
‘movlein’ andlhe 'non-modern', and indeed 
how strategics of viominution emeigc as a 
necessary mt>vc lo bring to a cKisc an 
argument that cannot not be settled through 
purely rational procedures. It is significant 
that the subaltern of this particularnaiTalive 
of modernity should be a woman. 

Adam A/i/. the Eunipc-relurned medical 
doctor who Is also the graiulfather of the 
naiTutoi Saleeni Sinai, inaugurates a 
nationalist project in hisiiomesiic life wlicn 
he maiTics Nascern Ghani. A/i/.as a model n 
person, known that women in Islam/li adilion 
have been coni ined/unfree. He iiislrueishis 
wife to come out of purdah' and. as a 
denionstialkin of his will, burns hci veils, 
saying: ‘Forget about being a goinl Kashmiri 
girl, Sturt thinking about being a modern 
Indian woman' | Rushdie 19K4'341 Naseem. 
later the Rcveiend Mother of Saleem Sinai' s 
de.scriptioii. the daughter of a Muslim 
landlord, is liom the beginning porli ayed as 
tradition hersell. Readers ol the novel will 
ivcall that when Adam A/iz first cncounleicd 
lici as a patient in aeonscrvulivc/ti adilionai 
Muslim lam ily, she could only be examined 
through a seven-inch hole mubedsheel held 
iivcr her bmly with only the relevant putt 
of her Ixxly made visible. The doctor fell 
in love with this fragmented body and 
discovereil only after their wedtiing the 
formidably ‘traditionar heartthal lx:a( inside 
it. Tlicir mutual incomprehension slat ts with 
their love-making when, on their sectmd 
night. A/i/ asks her ‘to move a little’. 

‘Mow where?’ she asked. 'Move how'*’ He 
hecanie awakward and saul. 'Only move, I 
mean like a woman... ’ She shrieked in horror. 
‘My (lod what have I married? I know you 
liuropean-felurned men. You find lerrihle 
women and then you try to make us girls 
he like them! Listen Doctor Sahib, husband 
or no husband, I am not ...any bad word 
woman* (Rushdie 19ft4:.34|. ^ 

Tile bi;(tlc continues throughout ihcir 
marriage. A/iz conducting it fmm the 
position of the knowing, willing and judging 
subject ol* modernity. Hi.s modernising 


piditicul will .sometimes expresses itself in 
the form id' physical force. He physically 
throws out of the house (he Muslim mauivi 
tile Reverend Midhei had uppiiinted fortheir 
children s religious education, the only 
clement in the childi wm’s education that was 
of her choice. The icasoo he gives lo his wife 
in defence of his action will probably warm 
(he heart of every secular-rationalist' Indian: 
'He was leaching them [the chtldmii | to hate, 
wile. He tells them to hate Hindus and 
Buddhists and .lains and Sikhs and who 
knows whal other vegetarians.' 

The Reverend Mother is m the position 
of (he clas.stc .Nuballern. Tlic reasonableness 
ofthedoctoi s positi4>n is nevei self-evident 
|4> her. And so the battle goes on in the lives 
4)1 the Reverend Mother and her hu.sband, 
u h.ittle organi.sed around mutual 
incomprehension | Rushdie 19H4;42-431 . 
Tills mutual inciimprehcnsion is what, one 
c4>uld argue m A/.t/‘s defence, drive both 
the go4Hl doctor and their wile to their 
respective desperate measures. 

11 I were lo read this part of the novel as 
an allegory of the hisU>i 7 ol modernity, 
liistonans would object, ll Wiiuld be said that 
this allegoi-y, powcilul Ixrcaiise it ran such 
a St rong black* and-while binary ol tradil ion/ 
modernity right Ihiough (he st4>i7line. was 
nol true lo the complexities 4)1 ‘real'hist4)ry 
(which hisi4)rians are fond of picturing in 
the (.4)l4)ui grey). The nanaltvc could have 
g4)iie dilferenlly (as indeed we kn4)w from 
W4)men's and suhaltern histones) and might 
mit have been structured by such a sU)ng 
opp4)sition between the mtKierniser and the 
yet-to-be-rnodernised. In such possible 
alternative accounts the Reverend Mother 
might have in fact needed Azi/'s alliance 
against 4)ther patriarchal authorities, hci 
tathci, ora possible molher-in-law. and could 
have lx;en nioi c amenable (4.) his sugge.stions. 
.Similarly, the peasant held down by tyrants 
might seek out (he help of the m4)dern in 
thcii\)wn stmggles. And whul il the subaltern 
thr4)ugh their own agency discovered for 
themselves the pleasures ol the modern: v)f 
the uui4)n4)nious-sell. 4)f inicnorily, of 
science, of icchnolt^gy. 4 »l |)4)s(-cn]tgtenment 
rationalism itself? The coming of 
enl ightenment i atuMiahsm. in such histoncal 
recall. W4>uld nol be a st4)ry ol d4)mination. 
Have not the ei itii>4 4)| the tiKKlerii state iiad 
ll said to them that (he pe4)pie actually want 
(he state, or the critics id iniKlci n inedicme, 
that the j>ei)ple, once introduced i4» modern 
mcdicme, want it'^ 

Granted, but then whal is the relationship 
l)eiwcen Rushdie's story and the history 4)f 
modernity? Rushdie’s is an allegot^ of the 
orij^ins 4)f modernity, ll tells us alH>ul the 
beginning.sof the historical process through 
which W4)men in the A/iz family became 
Tnodern*. This process was not benign and 
(bat is not an untamiliur tale to historians 
of modernity even m the homeland of the 
Hnlightenmeni. western F^urope. The diK)r 
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by which one cHiers citi/cnshipor a nationa¬ 
lity always has a \lurwun* (gatekeeper) - 
himsetr usually only partially udmiited to 
the rites of equality-posted outside: his joh 
is to he mean, to abuse, bully, insult and 
exclude or to humiliate even wlicn he lets you 
in. This is recognised by Huri>pcan hisu>- 
rians and intellectuals. The violence of tlic 
discourse of public health in 19th century 
hngland directed itself against the poor and 
the working classes [Stallybrass and White 
19H6J. Tlic prix;ess by wliich rural France 
is miKlcmiscd in the 19th century is deseribed 
by Hugen Weber as si>mething akin to “inter^ 
nal colonialism' (Weber 1976). Dcnidadiscus- 
ses the stime pn^blem li\)m wilJiin the experi* 
enceofbeing French. * Asyou know’, he wnics, 

in many countncs, in the past and in the 
present, one founding violence ot the laxv 
or oft he imposition of slate law has consisted 
in imposing a language on national or ethnic 
^ miminlies regrouped by the stale. This was 
the case in France on at least two occasions, 
first, when the Villers-Cotleret decree 
con.soldialed the unity ofthe monarchic stale 
by imposing French as (he jiindico- 
adininistralive language and by forbidding... 
Latin... . 7'he second major moment o| 
im|x>sition was that ofthe F'renchkevolution. 
when linguistic unification took the most 
repressive pedagogical tuin... (Derrida 
I9y2:2ll. 

Derrida distinguishes between ’two kinds of 
violence in law. in relation to law... : the 
founding violence, the one that institutes 
and p^^silions law ... and the viedence that 
conscM'ves. ihconcthat niainiains.confinns. 
insures the permanence and enforceability 
of law...’ (Denida 1992:311. 

Tliesc are known tacts and probably arc 
featufe.s ot the history o1 modernity 
anywhere. Tlic question is. whai is our 
relationship to these two kinds ot violence 
in Indian mcKlcrnity'^ It is easy to see that 
our attitude to the (irst kind of violence - 
the founding i>nc - is dclciniined largely by 
our relationship to the second. Foi Hugen 
Weber, foi instance, the lad that something 
like an 'inlcrnai colonialisin’ was needed to 
make pca.sants into Frcnchinen. arouses no 
ire for the cnd-rcsult has been gooil foi 
evcrybixly; the past was a lime of misery 
and barbarism, the present a time of 
unexampled comfort uiui security. o| 
machines and scluMiling and services, ol all 
the wonders Ihataic translated ascivihsaiion’ 
I Weber 1976:4781. Beginnings, however 
ugly, do not matter for Weber - they cannot 
act as u .site from where to develop u critique 
of the piesent (as Foucault teaches us to do 
with his genealogical method) - for he tells, 
and ))clicvcN in, a story of progress. His 
teleology .saves him I'rom having i4> Ik critical. 
Tile pain of the 19th century Fiench peasant 
is no longer his own. It is a wound over 
which time has fcji'inttil a .scab, it docs not 
bleed any more. / 


Where can wc. hisUiriahs of u third W4irid 
country like India where the distinction 
between the founding and the preservative 
mixics of violence in the functioning of (he 
law is hard to sustain, anchor such facile 
optimism?'' Tlie priKcss of making ’peasants’ 
or individuals into 'Indians’ takes place 
everyday before our eyes. It i.s not u process 
with a single or simple characteristic, nor 
is it without any material benefits to the 
people involved. But were we to convert 
particular iKnefits, which often dt> create 
problems in their turn, into sixne kind oi' a 
grand naiTative of progress, it would leave 
us with a lew important and nagging 
problems. U a certain kind of colonising 
drive IS inhere 111 tothecivilismgmiKlcmisiiig 
project, and if one Wcie. m one’s point of 
view, to .sule uncritically willi this pro|ecl, 
h('W would one erect a critique ol 
imperialism? We!>cr*.s solution to this 
problem dtKS not solve anything: he says, 
in effect, maybe it\s all right to practise 
ciilomali.sm on one's people. Bui that is 
getting the story back-to-fronl. tor the 
assumed purpose of this colonialism, in 
Weber’s schema, was to make real llic 
calegtuy '<me s own people'! One cannot 
assume into existence at the beginning of 
a prvKcss what tlie procc.ss is meant to 
produce as its own 4»ulc4>me. If Wcbci s 
scntmiciK has any political validity in 
France t4>day. it diiIv means that llie 
col4>nising piocess sucecciled in atlneving 
(his end. popularising the siory of pi ogress 
(though that would he taking a ralhei 
Whiggish view ol that history). Lei me 
repeat my point once more: If it is true that 
Hnlighlenment rationalism requires as its 
vehicle the modern stale ami its 
aecompanymginsiiiutions-lhcmsimmeiils 
ot governmenlaliiy. in Foucault’s icriiis - 
audit (hisentails accriainkindotcotimiMiig 
violence aiivway (however |ustiliable ihe 
violence might be tiom a relrospeclive 
point of view), then one cannot both 
uncritically Welcome this violence and yet 
maintain aentiqueot huropcan impenalism 
in India except on some kind of cssentialistic 
and indigenist giimnd (e g. only Indians 
have a right to colonise themselves in the 
inieresiofmiHleimty). In the 197()s, maixisl 
historians in India and elsewhere - seeing 
themselves as inhentiH's o| the huropcan 
hnlighlcniTicnl and yet wanting to <iistancc 
themselves Irom Ihe fad t>f Huropeaii 
colonialism-tried out anothersidution By 
fusing maiTtisni with clcpeiulcncy theory, 
they siiughl to fetishise colonialism in(i> a 
distinct Si)civ>-eeonomic formalii>n. 
inhcivnlly productive of underdevelopment. 
The demise ol tlc|x.‘ndency thctiry has mblxjd 
us ol that giound. Frankly. ifHnlighlcmneni 
rationalism is the only way human societies 
can humanise thcinscives, then wc ought to 
be gratelul that the Huropeans set out to 
doinmute the world and spread its message. 


Will <njr Mstf-pixvclttimcd ‘ratioiialiitt’ and 
V«iceularii(t’ historians say tliat? 

Ill 

History as l>i;ni<K:ratic Dialo};iie 
with Subaltern 

I now come to what to me is the hardest 
part of my argument, not least because 1 
myself have not prucli.sed what I am about 
to preach. 1 am trying to think my way 
towards u subaltern historiography that 
actually tries U> learn from the subaltern. It 
IS also an attempt to transcend the position 
that early SuhaJietv Studies itwk as its point 
ot departure. 

I^t me go back to one of the fundamental 
premises of this essay. I do not deny tlie 
immense practical utility of left-liberal 
politicul piiilosophies. One cannot perform 
effectively in the context of modern 
bureaucracies - and therefore one cannot 
.icccss the benefits these institutions arc 
capable of delivering - it one is not able to 
mt'bilise own’s own identity, personal or 
collective, through the languages, skills and 
pi aciices these philosophies make po.s.sibie. 
The very idcaol distributive |usiiceiequires 
dial these languages and compeiencie.s - of 
cili/enship. 4)1 deiiKKi acy, 4)t well are -* he 
made av.iilahic Id all classes, particularly 
those MitHM'dinated and oppiessed It means 
that whenever we, mcml)ei siifthe privileged 
classes, write subjillern histones - whether 
we write ihem as cili/ens (i e. on behall td' 
the ideav>tdeiTn>cialic righls)oi as siKialists 
(ilesiring radical social change) - a certain 
pedagogic diivc C4>mes into play in our 
wilting We write, ultimately, as part 4)f a 
collective el Im t lo helj) teach Ihe oppressed 
of today how' to he Ihe democratic sub|ect 
ol iomt)n44W. 

Since pedagogy is a ili.ilogue even it it 
Is ixily the teacher's voice (hat is heaid - 
as Bat dies 4)nLe said, 'when the tcachci 
speaks lo his audience, the Other is always 
there, punciunnx his disc('>ursc* - subahern 
history priHluced in this inannci, is dialogical 
(Baithes 1979:951. But the dialogue, by its 
very structure, is not dcnuKiatic (w'hich is 
not l4) say that it is nt)t of use to the subaltern). 
To be open-ended, I would argue, a dial4>gue 
has to Ik genuinely non-telcological. i e, one 
must not presume, on any apnorihus'is. dial 
whatever jHisition our political ideology 
suggests as coned will he necessarily 
vindicated as a re.suli ot this dialogue. For 
iulialougc can be genuinely open only under 
one condition, that no party puts itself m a 
position where it can unilaterally ilccide the 
final outcomes of the conversation. This 
neverhappens between the rinKicrn* and the 
‘iu>ii-moilerir. Because, however, non- 
coercive the conversalnm between the 
Kantian subject (i c. (he tran.*icendcnt 
academic oKserver. the kiuwvmg. judging 
ami willing subject id modernity) amt the 
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subaltern whocnttN’M into ahi;$k7ricaldiulc>gue 
with the tormer from a non-HnIighicnmcnl 
position, this ctiaglogue takes place within 
a field of pi>s^ihilitic^ that is already structured 
fn>m the very beginning in favt>ur ot ceriuin 
outcomes. To pul this in terms of Cyan 
Prakash's bi>ok on 'kamiauti' (bonded, in 
bad translation) labour in the Indian district 
of Bihar, if the peasant has until now 
understiHxl the world of pt)wer in terms of 
ghosts and spirit>cults. surely the intended 
resuh of this communication lx;twecn the 
posiriim of the mtxlern subject and that of 
the peasant would be entirely predictable: 
that the peasant wt>uld learn to sec his world 
structured by die (removable) inequalities of 
class, gender and ethnicily | Prakash 1990). 
The reverse, that Ihc peasant might convince 
nu>dcrn. political ’comment.ilor of the 
existence »>! gho.sts and spirits, would be an 
unimaginable (therefore disallowed) 
ciinsequence of this process of communi- 
catum (In the limiting case of the prtibicm. 
all peasants would be educated oui i)f their 
peasantness.) 

In pedagogic histories, it is the subaltern’s 
lelationship to the world that ultimately 
calls lor imprewement. Suhiihrm Studies. 
the senes, wa.s founded within this gestuic. 
Ciuha s insurgent peasanis. loi instance, 
fall short m their understanding of whal 
isrequiretl fora compiehensive' rcvcisal 
of the relations ol pi»werin an exploitative 
society (Oiiha I9H3|. And this was exactly 
position ol the m.m who gave us the 
category subaltern’.Foi AnlonioCiramsci, 
readcis will rec.ilL the subaltern named a 
polilical position that, by itself, was 
incapable of llunking the stale; this was 
a Ihouuhl to be brought to that position 
the revolutionary intellectual. Once the 
subaltern could imaginc/lhink the state, he 
transcended, theoretically speaking, the 
condition of subaltcrnity While it is true 
that Gramsci devebqK*d a dialogic 
marxism which was meant to take seriously 
whal went on inside (he heads of the 
oppressed, he was clear tm w'hal the 
subaltern lacked and his wtirds would bear 
repetition 

The suhallem classes, hy dctinilion. are not 
united and cannot unite until they are able 
iob.fcoinea ’Slate'. . The hi story of subaltern 
social groups is neew'ssarily fragmented and 
episodic. There undoubledly does exist a 
tendency to (at least provisional .stages of) 
unification in the histoncal activity of these 
groups, hut this tendency is continually 
inlermptcd by the activity of the ruling 
group.s... In reality, even when they appear 
Inuinphant. the .subaltern groups are merely 
anxious to defend Ihem.selves... |(fraiiisci 
I97l;52..54-.551. 

As I have already indicated, histones wnticn 
in this pedagogic-dialogic mode arc niM only 
welcome, this itiiHlc is in lad inescapable 
We live in stKiclies structured by the stale 
and the oppressed need knowledge-forms 
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that are tied to that reality. Indeed, this must 
remain one entirely legitimate mode of 
prixiucing subaltern historic.s. 

Yet the problem of undeinocracy remains 
in the structure i>f this dialogue. Can we 
imagine anothermomentiif.subalternhistoiy. 
where we .slay - permanently, not simply as 
a matter of polilical tactics - with what i.s 
fragmentary and episodic. prcci.scly because 
that which is fragmenluiy and epi.sodic does 
not, cannot, dream of the whole callcil the 
stale and therefore must be suggestive of 
knowlcdgc-formsthut are nottiedtoihe will 
that prtiduccs the slate? Tliis is where we. 
the middle clusse.s. children of the state, go 
to the subaltern m oixler to learn, learn to 
im.igme what knowledge might look like if 
II were i^> serve hisi<irics lh*it were 
Iragmcniaiyaiulcpisodic. Wliai wouklindian 
hiNH>ry be like il it were imagined as 
fragmentary?No! fragmcnlary’ mlhcscn.se 
i)f fragment > that refer to an implicit whole 
bul fragments that challenge iu>t only the 
idea of wholeness but the vci’y^ idea of the 
‘Iragmeni’ iisell (for it there were noi lobe 
any wholes, w'hal would be tragment^’ lie 
‘fragmenls ot)? [Paiuley 1992 27-.S5; 
Chatlcriee I99.<1. 

I raise thisquestion because lo me it seems 
lobcconnecied to the quesiionol the liniitN 
lo ULjdcmic iorms of kntiwlcdge of society. 

1 am not. as 1 have said, sceptical ol ihe 
practical utility of the language of left-liberal 
political philosophy, paniculaiiy in enabling 
the subaltern classes lo enjoy (he bcnetits 
that ilie institutions of imKlernily offer. Bul 
I am deeply sceptical of an imtellcctual 
assiiinpiion ihai runs through the wTitings 
ol .sDLial scienlisfs who think only through 
this language. Tins »s the assumption that 
Ihc diversity of cultures, (he divergent ways 
ol being huirian that culture is all about, 
could be Tendered //J/v transpaieni to ihe 
ga/e of any i>ne parlicular political philo¬ 
sophy. no m.iHer how dillerenl the circum¬ 
stances within which the philosophy <»i igj- 
naled might be fiorn the culture understudy. 

A ce rt a in k i nd of m t >nc»ni an i a o11 e n s|>e aks 
through siatements by liberal scholars, the 
idea, for instance, that it is intcllectuully 
possible !(' envision a gotnl socicly for 
cveiylxnly on this earth even it we arc 
igiuirant ot (he circumstances and cuitures 
of others. In this, all pedagogic hisit>rie.s. 
whether Iil)eral or sfK'iulisl. are one. Tlierc 
IS always the as.surnplitm that while the world 
IS plural, il could never Ixr so plural as lo 
lx; impt ssible of dcscriptii>n in any one 
system of representation. For example, this 
passage occurs in an otherwise interesting 
boi>k on Heidegger by an American 
philo.sopner. arguing againsi Heidegger's 
altachmc'it to the ideal ot ‘cmooledness'; 

Ihe u-sull. HI one possible ii siiH, ot this 

demvihokogiKing fof Heiitegger| i.s a \m>iIcI 

lhal. . Heidegger - Ihe man - would abhor. 

It is a imnlilingual. multicultural, miscege- 

naicd, polymorphic, pluralist world without 
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national-ethnic unity, without Ihe unity of 
a single language or a deep monolinguisiic 
tradition. It is a world of gay rights and 
lemimsts. of radically deniocraiic. anti- 
hierarchiuil. aiiti-elitisi siructures. with a 
pragmatic view of truth and pnncipks. and 
in which children would be educated not in 
a Classical (lymnasium bul in free public 
insiilulions with schools in which Andy 
Warhol w'ould gel as big a hearing as 
Sophocles and Aeschylus, schools filled with 
computers and the latest technological 
advances, school,s that make a particular 
el tort to reach (he disadvantaged. 
Heidegger would rather be dead |Caputo 
1993:97). Not (Uily would a Heidegger die 
in sue!) a world, the absence ot a ‘deep 
monolingui.stic tradition’would kiJIaTagore 
loo! Our philosopher dtx;s even recognise 
the prtifouiidly parochial nature of his own 
favourite brand of North American campus 
radicalism that he prescribes fore very bcxly 
To go lo the subaltern in ordei to learn 
lobciadically ‘fragmcntaiy* and episodic' 
is lo move away from the monomania of the 
imagination that ojKi alcs wilhin the gesture 
that the knowing, judging, willing subject 
always already knows whal is good tor 
everybody, ahea<l ot any investigation. The 
investigation, in turn, must be pos.se.s,sed of 
an openness so radical lhal I can 4>nly cxpres.s 
It inHcklcggcnan terms* the capacity to hear 
that which dtx*s not already undcrstand.^In 
other words, to alhwv the subaltern position 
lo challenge our own conceptions of whal 
IS universal, to be open io the possibility of 
a particular Ihoughl-worid. however, 
concerned it might lx; w'ilh the task grasping 
a totality, being rendered finite by the 
pre.sence t>t Ihc Other: such are the utopic 
hori/tins lo which thi> i>lher morncm ot 
Suha/tern Studies calls us Knowledge- 
forms produced at this end will noi be tied 
loihe state or govcrnmcnlulity lor they will 
not reflect a will to rule The subaltern here 
is the ideal figure i>f he w4u>surv'ivcs actively, 
even joyously, on the assumption that the 
effective instruments ol domination will 
always belong lo sixTielxxly else and never 
aspires lo them 

Whal will history' produced in this imxle 
liH'ik like'* I cannot say. for one caiimu write 
this history in a pure lorm. Tlie languages 
of the state, tif cili/cnship. ol wholes and 
totalities, the legacy of Hnlightenmcni 
rationalism (lhal to say. the bad translations 
proiluclivei^fhypcr-rationalism) will always 
cut aemss it. At Ihc same lime this other 
history will present itself as that which 
disrupts these languages. To opeluiursclvc.s 
to these histories winild mean to listen 
carefully hs the radical polysemy of our 
languages and practices, ui admit to our 
consciousness the many possible world.s we 
inhabit, lo seriously allow torthe possibility 
(hut these worlds may be incommensurable 
u'lth respect lo each other, and hence to grant 
oursocial life a constant luck of Iranspaiency 
with regard lo any one particular way of 
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tliinking about it. This is no grouml for 
rejection of Bnlightenment rati(>nali>nr. it 
is. on the other hand, the ground on wincli 
1. an intellectual prtxluced by a colonial 
formation, accept Fnlighicnmcnt rutiona' 
lism. secure in the knowledge that 
investigative procedure embodying this 
rationality only give us a partial hold on om 
lives, and that too through ncccssai 7 . much 
needed and yet inevitably poor iranslatiims. 

Which means our lives are no lt)nger 
adci|uatclyrepiescnlable thiough the unitary 
language of a particular political philosi>phy, 
that is, through sonic kind of a Hegelian 
synthesis that can contain and subsume all 
ourdifferences with others and tliosc between 
OurKelves This is why wc need to go to a 
[)errida. or a Lyotard or a Levinas, not 
t)ecausc they have become ‘fashions in the 
west’ (that’s raising the question at its most 
superficial level) but because they ate (he 
philosophers of ‘difference’ and *mui- 
commensiirability’ for our limes. 

Sarkar's fear that a critical understanding 
of our intellectual inheritances from the 
F.uropcan Rnlightcnmeiii would only help 
the ‘fascislic' Hindus is based i>ii some 
spurious assumptions. Granted that Huropean 
fascism drew on certain spirit ol 
dis'cnchantment with ‘posi-Hnlightcnmcnt 
rationalism', but from this the reverse does 
not follow. One cannot argue on this basis 
that every critique of this posl- 
Enlightenment rationalism' must end up 
being fascist. Or else, wc would have count 
some strange candidates among our list of 
‘reactionanes’, and among them would be 
such different people as Gandhi and Weber 
and, for our limes, not only Michel Foucault 
hut Jurgen Habermas ax well. They remind 
us that to critique post-Fnlightenmeni 
rationalisni. or even modernity, is not to 1 all 
into some kind of ‘irrationalism*. As Lydia 
Liu has recently remarked in her discussion 
ofChincschistoiy, ’thccritiquc of modernity 
has always been pan of the Hnlightcnmeru 
legacy from the Romantics. Niet/sche. Maiit. 
and Heidegger to Horkheimci. Adorno. 
Foucault. Dcnida and even Habcrm.is’ |Liu 
1993-1^11. It is also true that the experience 
t>f fascism has lefla certain trauma in I .eftist 
intellectuals in tlic west. Tliey have ceded 
to the fascists all moments of poetry, 
mysticism, and the leligious and the 
mysterious in the con.struction of political 
sentiments and communities (however 
transient or ino|x:rativc). Romanticism now 
only reminds them of the Nazis. Ours are 
cultures rich in these elements. Gandhi. 
Tagore and a ho.st i)lhcr nutionulists have 
shown by their examples wliat tremendous 
creative energies these elements could 
unleash in us when mobilised lor the purjx>se 
of fabricating new forms of life, h would 
Imb sad li we ceded this ciuirc heritage to the 
Hindu extremists out of a tear that v>ijr 
romanticism must be the same a.x whatever 
tlie Huroi'ieans produced under lliat name in 
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th«irhltstoricj^ anil that (^urtn*cH<pnt blunders. 
Whatever these are, must he (he same as 
theirs in the past. What, indeed, could he 
a greater instance of submission to a 
Eurocentric imagination than that fear? 

Notes 

[1 am giBtcful to audiences ui the Univer.'^ity ot 
Melbourne and at the University of ('ajiloniia 
campuses at Berkeley. Irvine and Riverside who 
heard and comniented on an earliei version ol 
this paper, ("oiivcrsutions with David Lloyd. I.isa 
l4)we, Nuoki Sakai. Fiona Nicoll. Simon During, 
(linsiopher ilealy, Rohm Jetlrey. Jane lacohs, 
LeelaCiandhi. I .awrence ( 'ohen. Ciautam Bhadra. 
Sanjay Seth. Rajyashree CiokJiale. Ranajil (luha 
andCfayatn Spivak have been exttemely helptul.) 

1 The intensity ot the hostilit y of these ent icisnis 
may he gauged 1mm some ol tactics employed 
in (his debate. A historian ot Sarkai’s 
distinction, lor in.siaiice. tinds it necessaiy to 
.suppre.s.'. or igin>re or omit tacl.s pertment to 
a disc u.ssion of the ili.sagreenients he has aired, 
in cnticising Bhadra.ior example, he does not 
mention the debate he and others have already 
had with Ciaiitani Bhadra in the pages ol Naiva 
(the Bengali journal he menlion.s) where 
Bhadra'.s interview w.ts firsi puhli.slied and 
where Bhadra luis suhsotjuently defended his 
position 1 am etjually surpn.sed hy his disioned 
reading ot what I .said My BtMigali e.s.say does 
not. contiary to .S.irkar*'. claim, equate 
Macaulay with Marx, in tact it d(K*s noi, even 
mention Marx Nor does ii, being concerned 
wi!hdi.scu.s.singa cookhiiok wntten hy a woman 
ot an eliit?: zawituiaj family. have much to do 
with .subalterns, uncntically oi otherwise. And 
finally, it does not letecl Lnhghieninent 
ralioiailism fhougli il iiu hides a critique of ihc 
Kantian and Hegelian ideits of 'universal 
lu.stoiy’ - my position being, both m tlvd e.s.say 
and el.sewherc. that 4icademic cntK|ues of 
Lnhghtenmeni rationalism can only be 
pn»diiced lhrx>ugh a pert «»rmative contidictioii 
I e. by .slaying smelly within the ptocedure.s 
of .such a rationalisi tradition itself. Heie is. 
in translation, what I wrote 

'nu‘ early vehicles lor the spread of modcniily 
throughout the world were F'uropean 
imperialisms and iheir various violent 
procedures. 'Ilu.s hxs lodged a penuuncni 
contnidjcliun at the veiy centre ot the lu.story 
of modernity. Martin Heidegger oncc' said 
that, in any attempt to understand society, it 
wasalmost iinpo.ssibleioresi.si the temptations 
of Furopean categories itxlay since b<ith ‘man* 
and ’world’ had become ‘Europeanised’. One 
has to accept one’s position within nuidt mity 
- whatever this word means: .scientific 
rationah.sm, the autonomous individtjul, 
econonuc development, (he hungry society 
ofconsumensm, technical, governmental and 
bureaucratic rationality, civic/deiiiocratic 
rights, public health (and one has to add to 
(his, population iiicrea.se lexplosion], mass 
poveity and large-.scale ethnic conflict or 
racism) - and write lu.sioiy | from that pixsition 1. 
WhatOandlu once called ’Englislinilewitlxmt 
the Englishmen’ has some kind of truth today. 
It IS no longer possible therefore to build 
individual or collective lives ignonng the 
demands of the thoughts idready enimled in 
[concepts] such as ‘demircrav'y’. individual 
fieedmn and autonomy’, the ’nation-.state’, 
'nationality\ etc. 11ie.se are the contnhu(ion.s 
that European civil i.sation has made to cnir 
society and many desirable ctianges have 


been acliieved with liiek'hetp. I 'Amader 
hihaso hii< masters voice* (Our llt.sioiy and 
His Master’s Voice)’ Baunnas, p 72]. 

2 It i.s a well - worn point of European history thai 
the idea ot an irrevca'able opptvsition between 
scjence/rationalism' and 'religion* goes 
again.sl all available evidence. For a recent 
collection of carolul discussion.s. .see David (' 
Lindherg and Ronald L NumK^rs (ed.s), G(hI 
amlNatui a: Ihstoi irat Ex\ay.s on the Emmottet 
between Chttsffanttv mul Sr fence (Berkeley. 
I0K6). 

3 See the interesting discussion in A K 
Ramanujan. 'Is 1'here an Indian Way ol 
Ttunking.' An Intonnal lls.say in McKim 
Mamoll (ed). tfuba thiouj^hUtndni^ate\^ories 
(New Delhi. 1900), pp 41-58 Ramanuian 
di.scusse.^ the citse of hts own scientist father 
wh(» Wits Ixith an icsironomcr ;uid an expert 
astrologer*. RamHiiujcin wntes, "I had just been 
converit'd by Russel to the 'scientific 
altitude*...I looked for consi.stency in him. a 
ctinsisiency he did iioi .seem lo care abotii or 
even think about” (pp 42-43). 

4 Raieiidralat Mitia huh-Atyan.s, Vol 2. pp 11 L 
12. cited in Andrew Sartor’s mitsier's thesi.s 
(Melbourne University. 1991), p 60. Hie 
thouuhtsexpre.s.sett liere owe much Sarton’ .s 
iinaly'Ti.s ot ihi.s pas.sage. 

^ Stv M N Roy. '('ultund Requisitesol 1-reedom’ 
in A N B(»se (ed). Modern Age iitui buita, 
pl8I' "Mankind has pursued (he ideal ol 
Ireedom fn>m time immemonai Because ilic 
struggle toi Ireedom.... i e. lo experience Mie 
untoldment ot human potentialities, is a 
biological iJige in every human being”. And 
on p 181; "il IS one thing lo teel the urge lor 
I leedom, as all am mals do” (Roy (hen proceed.s 
to distinguish humans from animals). 

6 Tlie ref ereiK e is to Sumil Sarkar’s A Cuttifoe 
of Cifinwal huha. pp 1-17, 71-76 

7 Seethe Amnestv Iiuenuitional's mpoir on Iluiia 
111 1992 where the nia|onty ol illegal torture 
are diaumciited lo have been inlhctcif bv the 
law-eiiloreing arm ol the stale machinerv. ihe 
police. 

8 Heidegger .speaks aboui ndding oui.selve.s ol 

Ihe hahii iil iilw.iys heiinng only whal we 
already uiuleisiand' See Martin Heidegger. 
■'Hie Nature of Language’ in his On the \Va\ 
in p *58. Should Heidegger's n.mie 

rai.se politically torrect hackles betau.se of his 
,Na/i past, let us reiiiembi'r that the Na/js 
somei I mes mou nted the .same object ion agai list 
hi.s thoughts its tho.se raised h\ (he Old I ett 
again.st post-structuralism: in his la>t recior’s 
speech [.said a Nazi evaluation of Heidegget) 
philosopliy tends in practice ti> ..dis.soive into 
an aporetic ot endless (fuesiioning. .In any 
cfise, one ought not to be silent about certain 
themevS of Ihe plulosophy ot "care” (.So/cc| 
which, like angui.sh. could leiid lo mily 
paralysing’ clients'. Victor Fanas, Z/c/r/cji'jife/ 
Qfui Nazism, p 165. 

9 My debt to l^winas and Dernda and then 
numerous commentators will K* obvious at 
this point 
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Dravidkm Movoneitf and Saivites: 1927>1944 

A R Veiik«tiidMiki|Hittiy 

The recent attempts portraying the dravidian movement as a brain-child of saiva vellalar intellectuals aim to discredit 
the movement by identifying it with the upper castes. By juxtaposing the sectarian interpretation of anti-brahminism 
qf the saivites with the broad anti-religious and anti-patriarchal content of the self-respect agenda, this article draws 
attention to the wider sources of the dravidian movement. 


*Whal,Sir! Yourwords fim appear to Ruppoft 
our view, then they seem to skirt it/* 

A saiviie in a ftcrional conversation with 
a self-respecter. Sivanesan 2(6), September 
1928. 

participate in both Saiva Siddhanta 
meetings and Self-respect meetings. Some- 
might say that I* ve no ideology and that Tam 
a chameleon. It is not so. 1 have my 
ideological di.sagreements with Periyar... 
Penyar was bom to oppose the selfish gang 
which has enslaved (he Tamil language and 
the 1 amil people. If Periyar had not come 
on the scene, we’d have been in the most 
derogatory slate, calling ourselves “shudras” 
without any shame.’* 

A Varadananjayya Pillai, 
Periyar Ramasainy, Pondicherry. 1949 

IN the existing literature on the druviclian 
movement, the relationship of the saiva 
vellalar elite with the movement constitutes 
A central problematique. Both, contem¬ 
poraneously and in later scholarly and 
political literature, the movement has largely 
been identified with the machinations of a 
bunch of saiva vellalar intellectuals who 
attempted to redefine their identity vis-a-vix 
the brahmins, and also to .secure a larger 
share of the fishes and loaves of office. 
Eugene Irschick. in his wofk on the non¬ 
brahmin movement and Tamil separatism, 
sought the intellectual rcx>Ls of the movement 
in the wntings of the educated non-brahmiiis/ 
veil ala who formulated llie concept of a 
pre-uryan dravidian civilisation |Irschick 
1969: 282-295). R Sriiiivasan, tracing the 
ideological genesis of the dravidian 
movement, cunie to a similar conclu.sion. 
Posing thequestion, 'A Veilalu movement?*, 
he saw the dravidian ideology as *basicully 
the work of a tiny group of highly educated 
and capable Vellalars’ [Shnivasan 1987:17]. 
Arguing that the movement ruled out the 
lowest orders of Tamil society, he holds (hat 
the 25 percent of the middle and upper class 
vellalars not only created (he ideology but 
were also fervid supporters of it [Srinivasan 
1987:4]. Such an argument has its political 
uses and has often beenemployed todiacredit 
the dravidian movement. A striking 
illustration of this could be the reoentdebate 
on the dravidian movement, in the literary 
supplement of the Tamil daily Dinatnani. 
Tbamiahavin, albeit using post-mcKlemist 
phiaiimlogy.iefMnated the samepoint, seeing 
the dravidian movement as nothing but the 


collapse of *a historical alliance’ between 
brahmins and vcllalars to dominate Tamil 
society [Thamizhavan 1992)* While this 
argument shares the premises and 
conclusions of the earlier historiography, 
there is an interesting shift. Earlier on, the 
dravidian movement wa.s often judged vis¬ 
a-vis tlie brahmins and the nationalist 
movement. Roundly condemned for its 
regionalism, separatism and chauvinism and 
its so-called collaboration with the colonial 
rulers, the dravidian movement was seen as 
undermining the nationalist cause. Butin the 
prc.sent context where ’native’ is coming in 
for increasing attack, and caste. cs}>eciully 
the dalit question, gaining increasing 
piximinencc, the dravidian movement is being 
fudged in relation to this. Attempts arc being 
made to identify it with upper castes, who 
are portrayed as the real perpetrators of caste 
oppression. Tlie political mileage drawn fnim 
such approaches is considerable (Suresh 
1992: Washbrook 1989|. 

In this context, the present paper attempts 
a fresh look at tlie relationship between the 
dravidian movement and the saivitc' elite in 
its complexity and ambivalence. Tlie time¬ 
frame of the paper is roughly that of the 
Suvamarivathai or the self-respect phase of 
the dravidian movement, between 1927 and 
1944. when it was at Us radical Inrst. 

I 

Rationalist Critique of Saivlsm 

In NovcinlxT 1925. Periyar H V Ramasamy 
(henccfoilh Periyar) walked out of Ihc Tamil 
Nadu Congress provincial contcrcncc at 
Kanjipuram. unable to see thriXigh his 
resolution on proportionate communal 
representation (castc-hased reservations). 
Tilts event was to constitute a watershed in 
the modern history of Tamil Nadu. Kollowing 
this, Periyar launched a strident and 
uninhibircd campaign lor social justice 
through communal rcpresciitatioii. and a 
vehement attack on brahminism which 
stalled its attainment. Kudi Arasu. the 
weekly started by him some months before 
his walk-out. was the primary vehicle of 
his ideas. By mid^ 1927 (here was a gradual 
shift in the content of Periyar’s campaign 
which was reflected in the pages of Kndi 
Armu. The attack cm brahminism and Ihc 
championing of rc.serva(ions quickly grew 
into a radical critique of caste and religion. 


The itihmamsHindpuremnms were critiqued 
from a rationalist viewpoint and condemned 
as irrational and inimical to morals and 
social justice. The Remtervanam turned OMt 
to be one of the first targets of this cam¬ 
paign. E M Subramania Pillai. a saivitc 
scholar, writing under the pseudonym of 
Chandra.sckara Pavalar. began a serial on 
the ‘Obscenitie.s (^f the Ramuyanum' in 
Kudi Arcisii. Gradually, this attack cm 
religion began encompassing saivism also. 
Saivitc texts like Periva Puranmn and 
mriivilaivadal Puranam. and Che saivite 
saints like Tliirugnana Samhundar. were 
brought under rationali.st scrutiny In a serial 
on the venerated 'Periya Puranam’. one 
Meikandai proclaimed. “Periyu Puranam 
creates caste conflicts; Pcriya Puranam 
advocates caste dificrenecs; Pcriya Puranam 
portrays many acts mimical to one’s self- 
respect as devotion toGcxl; Pcriya Puranam 
justilic.s murderous deeds u.n service to 
saivism*’ \Kudi Araxu August 26. 1928). 

This attack on saivism and its apostles by 
the .self-respect movement was initially 
encountered witli sluKk, disbelief and dismay 
by the saivites. This wa.s because the self- 
respect movement was generally perceived 
by the saivites. as a movement sCaitcd ”to 
counter (he harm done by the bralunins to 
the Tamil people** \Siyanesan 6(2), 
September 1932). Tlie saivites had for long 
seen the non-brahmui movement as an 
organisation to champion their cause and 
protect their interests, if not actually launched 
and run by themselves. In the initial stages 
i>f Ihc contlict. this was emphasised again 
and again, and a campromt.se was .sought on 
this ground. As llavaluganar. a student of 
Maraimalai Adigal.* wrote: 

Saivism is not one iota different from the 
primary aim of the self-re.speci movemenit 
ihe self-respect movement ani.se to dispel 
the illusion ot brahminism from the Tamil 
people and inluse selt-respect into them. 
Saivism also doe.s the same The self-respect 
movement detests the aryan brahmins. 
Saivism too doesn’t like ihe aryan brahminii 
one bit... The .sell-respect movement wishes 
to uplift the depressed clas.ses. That is also 
the basic idea ol saivism... 1‘he setl^respect 
movement is against caste difterence.s among 
The 'lamil people. Saivism liHi empfutsiaes 
the same point. when rhere arc so many 
common points, why .should .saivism and 
saivite apostles be deprecated and conde¬ 
mned? \Sentamil Selvi, July-August 1928]. 



U ati»o urgised fKin-brah^iii 

H^ovement drew mtich fwm the aaivite 
inteUtemaiK, Maraifnahi Adigal actually 
claimed thatChc aelf^t^ipectmoveineotcam 
into being by adopting hiK viewa and 
prIncipleK ISeniamlSglvi, May-June 1931]. 
Tbe editorof SiiUhammi, M Balaaubraitiania 
Mudaltar. went one atep furtfaxsr when he 
aaid. '*The beat paru of die ael^rcapect 
movement are nothing but alma thrown by 
Maraimalai Adigal. the spiritual fatlier. If 
tliey who got these alms and campaigned 
hik^ on it, are thankless to the spiritual 
Sadler, alt their efforts will go waste...*' 
\SidJhmia9fi, June 1929]. The most strident 
anti-self-respect views were expressed in 
Sivmesun, a saivite journal published from 
Chctlinadu. which published a senes 
articles nght from early 192K condemning 
both reforms and radical change expounded 
by the self-respect movement. 

Though there was much in common in the 
saivitcs* reactions, they did not speak in one 
Voice. There was much divergent opinion. 
In the beginning, these voices were a big 
phorus and individual strands could not be 
distinguished easily. But with the relentless 
campaign of the sclf-iespcct movement and 
the opposition it evoked, the different 
ideological screams became distinct, 
highlighting the ambivalent relationship 
between the two. Let us now turn to these 
conflicts among the saivitcs. 

II 

Mnraimalai Adigal 
and Self-Respect Movement 

It is hardly surprising that Maraimalai 
Adigal should be the first to respond to the 
challenge posed by the self-respect 
movement. Born as S Vedachalam in 
Nagapattinam. he had Ins early education in 
Tamil and saiva siddhantam. and was known 
for his erudition. Somasundara Nay agar, 
well known for his tirades against 
vaishnaVism and vedantam. further educated 
him in saiva siddhantam. Adigal launched 
die Annual Saiva Siddhanta Conferences in 
1906 and occupied an eminent place in the 
saivite intellectual world. Well known for 
his Pure Tamil movement and his liierur>' 
and philosophical treatises, he was hiphly 
respected (Tbirunavukkura.su 1959|. 

I^m Adigafs diaries of this period, it is 
clear that the self-respect movement occupied 
his mind predominantly. He seems to have 
discussed the criticism launched against 
saivism with unybcxly Who visited him in 
his house at Pallavaram, then a little village 
outside Madras,' He thought of ways and 
means tocountcr the "dcstnictive movement** 
laid the “atlicistic viunitings'* of Periyar. 
He asked Ulagmutha MudsUor. the brother 
of Thiru Vi Kultyanasundara Mudnliar, 
am>dier eminentsai vile scliolar, to arrange^ 
for upiesklency wide lecture courtocounter 


the propaganda of the seH'^reiipeci 
movement. Here it ts interettltpg lo note 
why, in Adigal's view, tbe self-respect 
movement singled out saivism for attack. 
He considered the movement to be Uie 
**miKchief of vaisbnavites'*! ‘The leader of 
the self-respect movement is a vaiehnavite; 
his brother too. we come to understand, is 
a vaisbnavite who has converted many 
gullible saivitcs to vuishnavism. Their 
accomplices Ux') are vaishnavites. Some of 
(lie Justice party leaders too are vaishnavites. 
Moreover, not only are they vaishnavites. 
they are alsoTclugu-speakert** [Sivtmexan. 
.lunc-July 19281 Thus. Maraimalai Adigal 
could not. at least iniiiuliy. comprehend the 
far-reaching objectives and the significance 
of the self-respect movement, and was only 
able to come to terms with it from a very 
.sectarian perspective. But not all saivitcs 
were like him. Probably, this was why Thiru 
Vi Kuliyanasunctara refused to publish 
Adigufs essay ‘Saivumum Suyamariyathai 
lyakkamum* (saivism and llic self-respect 
movement), which expressed these views, in 
his Navasakti |MAD. July 5.1928). Adigal 
hud to resexTto die orUxxlox Sivanesun to get 
through his views [MAD. August 10.1928] 
Muttcis came to a head on July 22.1928. 
Maraimalai Adigal presided over the 
annual celebrations of the Balasubramania 
Buktha Junasabhai at Royapettai. Madras, 
a leading sat vttc association which boasted 
of Thiru Vi Kuliyanasundara. his brother 
and M Balasubramania Mudaliur. the editor 
SUIdhtmtam, as active members among 
others. In Hits meeting. Adigal 'condemned 
vehemently the atheistic doctrines of 
Mr Ramasamy Nuickcr [Periyar] and the 
mi-schiefof his Suyamariyathai [self-respect] 
movement* [MAD, July 22. 1928). During 
the course of his lecture. N Dundapuni Pillai. 
a self-respect activist and J S Kannappar.^ 
of the editorial bouid iif Dmvidian. the 
JusticiteTamil daily, raised queslioii.\ about 
the persecution of Jains by the seventh- 
century saivite saint Thirugnanasambandar 
Consequently, pandemonium broke Uxise. 
and tlic meeting ended in confusion. 

There were conllicting reports on what 
actually transpired in the meeting-hall. 
Maraimalai Adigal wnue in hi^t diary that 
he ".... answered |Daiuiupani Pillai's] 
questions tellingly and sht>wed that there 
was no| t) u particle ot evidence to prove the 
Jain.s were persecuted by St Jnunasambanda. 
My answers .satisfied Datulapant Pillai and 
the audience and Mr Pillai. at the end of the 
speech, (hanked me heartily and tell (he 
place" (MAD. July 23,1928). This version 
was reiterated in the pamphlet is.sued hy his 
supporters anddiscipies, '/brrt'fi/rtnmPoimai 
Nandotttha Vannam Uraitliar (A tme account 
of DretvUlan's falsehcHid). But the self-respect 
papers gave an entirely different version of 
the events. Kudi Amsu alleged that 
Maraimalai Adigitl instigated Ihe audience 


broke intolears, unable loieAitc them tXudi 
ArasH July 20, 1928). 

A virtual print-war broke out between the 
two sides 0 ^ serious charges we«e traded. 
The Balasubramania Baktha Jonnsabhai 
issued a series of pamphlets in defence of 
Adigal and refuted **tbc calumnies heaped 
by the self-respecters on the saivite religion 
and its apostles.** In Kadi Amsu too, there 
were editorials and articles attacking 
Maraimalai Adigal. Kaivalyam Swamiyar 
wrote a particularly hard-hitting piece, 
alleging that Adigal, while propagating 
saivism. actually ale meat on the sly. He 
further added, "Swami Vedachalam 
(Maraimalai Adigal] is no apostle bom to 
e.stablish religion. Nor is he a prophet. He 
is but a tutor who teaches for a mere wage’* 
{Kadi Arasu, August 12, 1928]. 

Maraimalai Adigal was so infuriated tliat 
he met K Subramaiiia Pillai, a very eminent 
saivite scholar, at his residence in Egmore 
in Madras, and “warned him of the Justice 
party: told him plainly that be must not put 
faitl) in the support of that and a.sked him 
to practise as a vakil...*' [MAD. July 24. 
1928]. He was so incensed about “the brute 
followers of Suyumariyathai movement 
[who] continuously criticise me with rancour 
and indiscrimination*', that he actually 
contemplated sending a letter to tlic police 
authorities about their mischief 
Finally, in order to defuse the situation, 
Tliiru Vi Kaliyanasundara and K A P 
Vlswunatliam, a saivite and an active membei 
of the Justice party, met Maraimalai Adigal 
at Pallnvurum and attempted u reconciliation. 
Tlicy requested him to write "a letter in a 
friendly tone", to which Adigal readily 
complied. Tlie letter ran as lollows* 

Dear Sir. - I am fine. Let me know of your 
well-being. I understand from [K A P) 
Vi^waiutiha Pillai of Tiiuchi that there is a 
nvSe about me in Kttdi Ara\tt I am given 
to undersuind that it was wniten ba.sed on 
the n:porl.s ot Dravidaii and Tamilnadu on 
the annual celebrations at Chennai 
Ouhananda Nilayum. Tve never wi.shed nor 
even uttered a word that cither you or the 
fnends of yiiur movement may come to 
harm. Don*t mistake me and bear any grudge 
Howe\cr. I am not in agreement with your 
view.s regiaxiing (lod and the apostles. Please 
do not get ottended by some o( the reptiris 
in Ilk- piess. May your attempts tor the 
upliltmeia of the Tamil ptxiple succeed | Kudi 
Arowf. September 2. 19281. 

But the matter did not end there. As the 
letter was ‘wrongly distrthuted’ by K A P 
Viswanutham. the Drmidtm puliiislied it as 
an apokigy mitdercd liy Maraimalai Adigal 
to Periyar. Folkiwtft^ this, Periyar witHc «i 
long cdit^alin hisXiad/Am.vfi.Thcedit(irtnt 
ts of interest, mu tinly for the magnammiiy 
of Periyar, but also for the light it thmWK 







m df Hitt oiigiM 

PeriyAr,.biiiiit ttuaiiid 

dttmaiided 911 only for fHHiing 

meiutto the wholecontfoverKy. He not otUy 
ioonpmd full iuii|KMifttbiIity tox.Dmvii^H'% 
unu^aiTiiited dticcourwe of the letter but abto 
offiaiiMiao uiKXMididonei apology to Adigal. 
Only then did be publiKh Adigal'a letter. 
However, he hUxkI Kteadfast in hi9 principles 
and said. '*But regarding Ute dilYerence of 
opinion.howinuclicverfMaraimalai Adigal] 
is willing to compromiHc, we will not budge 
an inch ftom our views and principles, either 
for the sake of his or anybody else's 
friendship/' Then why did Feriyar accept a 
rcsconctiiation? The answer is to be found 
in die same editorial itself **Right from the 
tune we came to know of (Maraimalai 
Adigal]. a son of inexplicable attachment 
grew. Wlienevcr we discussed about him 
with our friends, it emeigcd Uiut he was a 
close confidante and a source of strength to 
all our aspirations and principles" [Kadi 
Arasu, Sq^tember 2. 192H|. Thus, it was 
only on a broad non^brahmin platform that 
a reconciliation was struck. Nothing else 
was yielded, as both stuck to their guns. As 
a sign of the leconciliation, Maramalai Adigal 
began a serial on the Kamay anam in the self- 
respect English weekly. Uie Revolt, 

" UI 

Tiriuielveli Saivite Conference 

The reconciliation between Pcriyur and 
Munitmalai Adigal was more at die personal 
level and hardly involved the ideological 
issues that were at the bottom of the 
controversy. As reiterated by Periyar, even 
in the 'unconditional apology' to Adigal. the 
self-respect movement continued its tirade 
against .saivism. And when the saiviies sought 
to counter, in their view, the blasphemous 
campaign, the KitdiAretsu hit below the belt 
by exposing them in the following terms: 

... When the .self-respect movement 
condemned brahmins and hrahminism, 
vaishnavisin and vaishnuviie.s, these 
saivites jumped in joy and sang paeans on 
the self-respect movement. 

Moreover, they even helped us when we 
attacked Sankarachariar and brahmin 
domination, fatcr. when we started 
exposing the vaishnaviie pumnums. they 
helped us. Further, when wc argued that 
there was no such thing as the Hindu 
religion and that what goes by the name 
of Hinduism is nothing hut hruhininism. 
they even rallied evidence to prove it {Kudi 
Arasu. October 7. l'>2K|. 

As we noted earlier, the saivitc scholar. 
E M Suhramanta Pillai actually wmte a 
series of articles on the 'obscemties of die 
Ramayanam* in Kudi Arasu, 

The continued attack on saivism by the 
self^respeciers implied the saivitos toadiipt 
immediate firefighting tractics. In an 


*ap|te9l to Uie aaavi^ aaivfte mutts 

iind aaivita associations, the then ificlia 
Sahm SiddbatHa Sangafp of TiruncJveli 
(run by V Thinivarangam Pillai and his 
brother. V Subbiah Pitlhi, the founders of 
the Saiva Siddbaota W^irks Puhlfahing 
Society) called for urgent action. It called 
for extended lecture tours of saivite 
propagandists, the publication of pamphlets. 
Uieestablishmentof saivite schools and more 
importantly the organising of a saivite 
confeiencc. Out of this was born the 
'SaivapperiyarThanikkootam* (The Special 
Conference of Saivite Scholars) which played 
a crucial role in the .struggle between the 
saiviics ami the sell-respect movement, 
throwing into shuip relief the complexities 
of the subtect of vmr present cxcrci.se. 

S Suchidanandum Pillai. a respected saivite 
.scholar, was the first to respond to this 
appeal. Ill a lengthy personal communication 
to V Tliiruvarangam Pillai. he discussed 
matters at icngtli. He conceited. "KudiArasu 
and Dravidan were first launched with die 
lofty ideal of improving the lot of the Tamil 
pcviple in the piditical. public and social life 
W ith die cont used idea of freeing the Turn ils 
from the conspiracy of brahmins as their 
objeettve". they bad now rejected religion 
as a whole. Blaming the self-respect leaders 
of Ignorance in religious matters, he also 
added that there was indeed some decadence 
in the state of religion. “In this context", he 
wmte. 'It is my view that before condemning 
the unwarranted trespasses of Kudi Ara.su 
and Dtavidan. we must call a meeting of 
scholars of saivite and vaishnavilc Tamil 
peopled wlio are well-versed in the arts, 
religious texts, worldly matters, and ancient 
religion ami culture, llie meeting should 
ihH be a big conference which lulls into die 
vile net ot the press, but held separately. The 
rc.solutions amved at may alone be made 
public. Only then should wc consider con- 
ilemning the above iournals. I am of the view 
that wc should guide them along the right 
path and not try to finish them off. It is 
expedient U> invite Ihe editor of Kudi Arasu 
U) the meeting and arrange for a dialogue." 

Sachidunandum Pillai*s views were the 
result of much serious thought and 
contemplation. Resolutions were passed in 
Uie Saiva Siddhunta Mahusamaiam in 
Decembci 192K and the India Saiva 
Siddhanta Sungum in January 1929 culling 
for Uic special conference of saivite scholars. 
The moderation and sobriety ot 
Sachidanandum Pillai Were evident in tlic 
planning ot the conferenec. But the self- 
rcspectconfcrciicehcldon February 17-IK. 
1929 at Kanjipurani. came as the lust straw, 
and any hofics of diah^guc or compromise 
were da.shed. In this historic conference, 
radical speeches and lesolutiims Were mmic 
\Kudi Antsu Fehruaty 24 1929|, Two of 
the resolufitms that evoked hysterical 
reaciams^tnongilhe saivitcs were the ones 


nagardmg ihpt dropping of caste atimameit, 
and the condemnation of spotting i^igi^us 
maiis on the forehead.'' 

These resolutions gave a sense of 
urgency to the saivites and the arrange¬ 
ments for the special conference were 
hastened. Sachidanandam Pillai set the 
tone of the conference with a questionnaire 
titled “Satvapperiyar Thanikkiiotiathin 
Avasiyamum Velatyum' (Tlie need for the 
special conference of saivite scholars and its 
functions). This was carried in* all the 
important saivitejoumals. with an appeal for 
tlic considered response of all ciniceraed 
saiviiex. The statement began with the 
preamble: "Confusion now lixims large in 
the stKiety and religious life of Tamil Nadu. 
As the social formation and religion appear 
to he inextricably tied loonc anoUier. siicial 
reformers argue that religion is the cause of 
all MKial hardships, and arc going about 
condemning religion and working hard 
agaiivst it." Then it proceeded to ask die 
following quc.stionK: (|) Is religion essential 
for culture and morality? (2) If yes. what 
is die nature of religious life?. (3) What 
sort of religion is required in this century? 

(4) Can saivtsin be that teligion? and 

(5) What are the cardinal principles and 
practices of saivism? Tlic list extended to 
about 25 questions. Clearly, the .sell-respect 
challenge had rattled the saivitcs: they were 
now being forced to intmspect and raise very 
basic que.stions. The self-respecters 
responded to this with counter-questions, 
reiterating their position. 

Consequently, (he .special conference 
evoked great interest and Uic outcome was 
eagerly awaited. It also brought to the fore 
the various strands within the saivitcs and 
much debate went on about them. Three 
predominant divisions could be discerned 
among t lie .sai vi tes. Tlic lirst was the orthcxiox 
group. coiiMsting of scholars like PMuthiah 
Pillai uiut Swiuninalha Pandithar. who were 
for lundamenlals. and opposed all change. 
Sivanesau was their mouthpiece. The 
dominant strand wa.s that of Ihe moderates 
which included Maraimalai Adigal, Thiru 
Vi Kaliyana.sundara, Sachidanandam Pillai, 
M Balasuhramania Mudaliar and others. 
Tlicir aim was to accept some amount of 
reforms and overhaul saivism to the needs 
of changing times, and .silence criticism 
from others, especially the self-respect 
movement. Tlicy wielded considerable 
influence over Ute saivite fold and ran mqor 
journals \\k^ Navasaksi. Senlamit Seivi and 
Siddhantam. I..ast came Uie I'eformists. a 
miitley crowd consisting of S Murugappa. 
V O Chidambaram Pillai. P Chidambaram 
Pillai. P 'niirukooda-sunduram Pillai. 
K M Bulasubramaniam and others.^ 

Tlic spec I ul con fercncc was lield on March 
29*31.1929 alTirunel veil. ()vcr 90 scholars 
a'prcseiUing over 35 saivite organisations 
were present. Tlie conference was bogged 





dtiwn tn controversy right from the 
beginning. Them was widespreed aocuiudion 
that the organisers had sent invitations and 
entry fonns only to their trusted men. In fact 
P TlurukcK)dasundariim Pillai was at first 
even denied entry into the conference hall. 
He farther ctnnpiained that the cemference 
resolutions were all passed only in the 
subjects committee and not debated in the 
general mceUng {Swadesoimtrm, May 20, 
1029). 

The strength of the moderates was only 
too evident as all the resolutions reflected 
their preponderance. It was resolved that 
religion was indispensable for morality and 
righteous living, and that saivism was a 
ratiimal religion suited to all times and all 
social formations. But it cannot be denied 
that the propaganda of the .self-respecters too 
hod its impact. Some forward-looking 
tesolutions like the abolition of dedication 
of devadasis to suivite temples, tlie elimination 
of obscene images from temples and the 
nominal equality of all devotees within the 
precincts of the temple, were carried out.* 

The other sections iif the saivitc foie) could 
not push forward their views. The orthodox 
saivites were totally sidelined and the 
conference "was tactful enough to steer clear 
of the shoals and shallows of orthixlox 
saivism*’f/fm>lr, April 10,1929].PMutbiah 
Pillai opposed the resolutions regaixiing the 
equality of all inside the temple. He argued 
that 'the base classes' who indulge in drink 
and such other vice.s had no business inside 
the temples. He furtherelaborated his views 
in a particularly obscurantist article titled 
Toruthamatra Thecrmanangar flrrelcvanr 
Resolutions). 

On the other hand, the reformists 
fared even worse, and as the Revolt 
observed, a three months* fuss had ended 
only in a lot of smoke Scholars like 
K M Balusubramuniam. S Muruguppu and 
P Chidambaram Pillai did not even turn up 
at the conference, for whatever reason Tlic 
icfonnists pul up a weak presence in the 
form of V O Chidambaram Pillai and P 
ThirukcHKla.sundaram Pillai. and it is not 
even clear what they actually did. Kumtran 
reported that "V O Chidambaram Pillai 
elubiirated on some of the ways to reform 
satvism. As most ot the delegates did not 
agiee to his views. Mr Pillai walked out of 
the Subjects Committee'* IKtttnfirfm, April 
1929). Kudi Arasti, probably exaggerating, 
wrote. *1t appears that V O Chidambaram 
Pillai and PT1iinikcx>dasundaram Pillai were 
not permitted to attend the Special 
Committee. Then V () Chidambaram Pillai 
walked out saying that, instead of even 
outsiders getting drawn towards saivism. the 
outcome of the conference was that some 
actually had to move out of saivism. \Kudi 
ArastL April 7, 1929J. 

Though the saivite journals maintained 
silence over affair in the beginning, later 


they came oat with theltr Vention. 
M Balasubrimania Mudaliar kaid that 
V OChidambaramnikiwaspmentdtmng 
the entue course of the Subfecta Committee 
and tliat he signed the minutes and posed 
for tlic photograph in the end; further he had 
even argued thatsporiing sacred ash was not 
an mdispensablc saivite practice. In keeping 
with his view, the Subjects Committee had 
defined thepiectice (anuttanam)ma '^general 
practice*' \Siddhan$am, May 1929]. 

IhirukocxIasundardmPillai criticised the 
forma] passing of resolutions at the general 
meeting without any debate. He was a 
Oandhian nationalist and hud noconnection 
with the self-respect movement as such. But, 
as he had a zeal for reform, he participated 
in theconference. As the self-iespect journals 
wrote in praise of his activities, he was put 
in a delicate situation and was forced to 
explain his stance vi.v-ci-vi\9 the self-respect 
movement through a public statement. He 
explained that he favoured the reforms pro¬ 
posed by the self-respect movement hut not 
at the expense of tlie freedom of the nation 

On the whole, the Tirunelveli Special 
Conference ended with the moderates 
as.serting themselves. Both lheconKervalivc.s 
and the reformists were sidelined in the 
buttle at Tiininclvcli But the war was not 
yet over. A further bout had to be fought 
at the Thirupputirippuliyur cimfercnce, to 
which we shall now turn. 

IV 

Thiruppathirippuliyur Saivite 
Conference 

Tlic Tirunelveli conference had closed 
with the decision that the resolutions passed 
had to be ratified in a further conference to 
be held at Tliinippathirippuliyur, in the light 
of further discussions. 

Lcumitig from the Tirunelveli experience, 
rearguard action was taken to barricade the 
conference fromsclf-respcclcrs’ infiltration. 
In a siatement. the secretary of the conference, 
M Balusubrumania Mudali ar. announced that 
only delegates sent by saivite assixiations 
would have u vote: all amendments were to 
be submitted in writing beforehand, and 
finally, all those who wanted to addres.s Uie 
conference would have tosuhnnit tlic written 
text [Navsokti, May 8. 1929). 

Tlie target of these restrictions and their 
objectives was clear. They were meant to 
ward off any threat to the hold of the 
moderate suivites from the self-respect 
front. P Thirukoodasundaram Pillai 
condemned the moves of tlie organisers and 
laid hare tfacir motives. Kitdi Araxu 
condemned these moves: it clear from 

the fact that Messers VO Chidambaram 
Pillai. P Tliirukoixlasuiidiirain Pillai and 
PbovalufwSelvaganapatfaywerenot permitted 
mattendthe SaiviteConfcmmoeatTininelveli 
and ThiruppailtirippuHyur, that whatever we 


had^aaM aboitt^ Saivitaadiolata iodtfMiir 
mcitiveii in organising Conleinnoe ia 
tiwr AmsHl lime 29,1929]. 

The ThinippathirippuHyur cofifemice 
was held as sohedul^ and went for ak 
days from May 16,1929. The oonfomnee 
was held with much fanfare in the Onaniyar 
Mutt under the presUlentshipof Maraimalai 
Adigal. In Uiis conference, orthodoxy 
raised its head once again and attempted 
a comeback. Sivanesan expressed its 
apprehension that the presidentship of 
Maraimalai Adigal, instead of Onaniyar 
Adigal as contemplated earlier, would give 
concession to further reforms. It called for 
resolutions tliat would reflect, in its view, 
the true aspirations of the entire saivite 
community {Sivemesan, April-May 1929). 
Rm S Chokkalinga Ayya of Chidambaram 
argued against the equality of all in the 
precincts of the temple. P Muthiah Pillai 
further continued hiscon.servative attack by 
criticising at length the presidential address 
of Maraimalai Adigal 
The conference finally concluded that 
religious reforms should be effected without 
prejudice to *Miidispcnsable ancient 
principles", and granted quite a few 
concessions to the orthodox The sporting 
of .sacred ash which was changed to "general 
practice'* from "indispensable piacticc" in 
the Tirunelveli conlerencc was again 
reversed. Mtireover. the clause that tmly 
those who agreed to the resolutions would 
get franchi.se was incorporated into the 
constitution of the Saivu Siddhanta 
Muhusamaiam, tlie apex hixly ol all saivite 
ass(X'iations [Siddhanloin. June 1929] 

The saivites thus met the challenge posed 
by the self-respect movement. The moderates 
more or less asserted themselves by granting 
token concessions to the conservatives and 
fully wardered off tlic reformist challenge 
As the entire ref ormist stream was given no 
quarter tn the conference, a rival conference 
was called by it The self-respect .saivites' 
uiiifcrcncc was heldonMay 26,1929. where 
S Muruguppa and N Dandapani Pillai spoke. 
Tliey argued that suivism had become a 
puranic religion and external features were 
given priority over the substantive essence. 
The Tirunelveli and Tinippathirippuliyur 
conferences were roundly condemned, and 
their resolutions, they maintained, *%vould 
not in any way bind (he true saivites**. It was 
also resoTved to hold the next conference at 
Tiruchi, and Mani Thirunavukkurasu 
Mudaliar. V O Chidambaram Pillai. 
P Thirukoodasundaram Pillai, K A P 
Vtswonatham^OuruswanilSaaitChklumharam 
and S Murugappa were elected Co the 
reception committee. We have no furtbef 
news on this conference, which in all 
likelihood, fizzled out But another *Tnie 
Saivites Conference' was held oh July 21, 
1929 at Tirunelveli, where PChkhun^arm 
Pillai*' of Nagereoil delivered a lecture on 
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dtef^ltaKd^ii i9iAikbli«diRotkiio 
to ito oortiipthis inifhionoe of ntniutha 
brahmiiiim^ In adeapemte bid to win over 
t)ie aaiviten, he apoka of the eaiva-velliilar 
dirtgttie of the aetf^reepeol moveoMt He 
tried to rally aoher acholani like 
Sachidanandam Pillai by attempting to 
make common cause. But his strong 
coodemnatiQn of caste superiority and the 
aiyan element in saivism, along with the 
advocation of liberty«equality and fraternity 
were only bound to further alienate the 
saivites. K M Balasubramaniam wrote on 
more or less similar lines, presenting the 
self-respectsai vite view in his articles in the 
Revolt. 

Tbe reformist self-respect saivites were 
clearly marginal to tbe saiviic fold. Apart 
from their numerical minonty, they also 
lacked ideological clarity, which further 
weakened them. This is also home out by 
their future career, which requires a separate 
study. Tlie ma)ority of tlie saivite elite had 
met the challenge po-sed by the self-respect 
movement on its own terms and also 
redefined their self-identity. The relationship 
with the non-brahmin movement was more 
or less clearly delineated, and from then on 
It was mainly aquestion of strateg ic alliance 
at times of mutual enses and common threats. 
Such alltangcs were .struck in die 193()s. only 
to break down after the stotm hud blown over. 


Suivite and Self-Respect 
CoUaboration 

The 1930s did not witness the sort of high- 
strung and heated conflicts between the 
saivites and the self-respect movement that 
marked die final years of (he previous decade. 
Tbe non-hrahmin movement, which was 
expanding its social base and mobilising a 
far wider section of the populace than ever 
before, had more or less made clear what 
its position was vis-a-vis the saivites. The 
link between these two aspects deserves a 
more diorough study, which we shall not 
undertake here. Ideologically too, the self- 
respect movement had clearly defined its 
stance regarding saivism; the saivite texts, 
apostles and elites were to be treated on a 
par with other religions, whether aryan or 
non^aryan. Religion, of whatever origin, was 
to be targeted from a raumalist perspective. 

Qradualty the critique of saivism lost 
much of its sting, though it continued to 
be made in the pages and platforms of the 
self^^respect journals and conferences. The 
saivite reaction too was njot as vociferous, 
and lesoiutions condemning sdlf-respect 
propaganda were, proposed more as a 
routine^ and paased without much hype. 
Pot instance, in tbe saivite conference at 
Thiruvennainallur in early 1930s* a 
resobition was pasaed calling for the 


dofehce of ^ "pmmtd 

danger' by appMitiitg {propagaiidiats, 
pubtishing and distributing pamphlets and 
btuddets.andtbelike.Simi^ intheannuai 
conference of the Saiva Siddbanta 
Mibasamiyaiii held at Thinivirfcolam in 
January 1933, the quesikms of untouch- 
ability, caste distinctions and cemple-entiy 
were discussed, in which the impact of the 
encounter with the self-respect movement 
could be fell [SiddhanUinu January 1933]. 

Direct encounters between the two, which 
were now becoming .stray, continued to Ik 
maiked by heated exchanges. The Madras 
Provincial Tamil Conference held in June 
1934 was one such instance.In the Subfects 
Committee of the conference presided 
over by T V Umamaheswaran Pillai. 
C D Nayqgam, closely identified with the 
self-iespect movement, raised the question 
of llte agenda right at the start. Chavudi 
Kootlia Nayanar wanted to bring a resolui ion 
calling for the abolition of caste, which was 
disallowed. Virudhai Sivagnana Yogigal 
po.sed a challenge to the self-respecter^ hy 
saying that all Tamil works affirmed the 
existence ot god. Someone from the crowd 
.said that there should he scope to discuss 
atheism Um). T V Umamaheswaran Pillai had 
to intervene and put an end to all such 
discussion. Later, as Maraimalai Adigal 
began his inaugural lecture. C D Nayagam 
raised u point of order saying, “aconference 
meant to discuss Tamil should not he begun 
with an invocdtion to god.'* When Adigal 
quei icd if 77im/r(r/iiia>uld he sung. Nayagam 
replied that it could he sung as music 
[Kimwran. June 21. 1934] 

Another turning point in (he relationship 
between the two sides cKcuned in 1935. In 
that year. Maraimalai AdigaLs hix>k of 
essays. Arivural. Kolhti, was prescribed as 
a textbook for intermediate examinations ot 
the university of Madras. Nationalist loumals 
like Hindu. Dinammi. Swadesaimtran and 
Ooliyan raised a cry Uiatone particular essay 
titled, Tamils and Westerners*, was an 
affront to nationalist sentiment as it spoke 
highly of the west at the expense of Tamils. 
OoUvan declared. “... No Utjc son of Motlicr 
Tamil will bear to read the passages which 
indulge in unjustifiable pmiseof westerners 
and deride Tamils in the most repulsive 
terms... That such acts should he done in tiie 
name of non-hrahmin struggle Is a shame 
to those who call themselves non-brahmins** 
[Ooliy^m. August 9,1935]. The nationalist 
press, demanded the withdrawal of the book 
from the university syllabus. 

The self-respect‘movement, burying the 
hatchet and sinking its earlier dififerences. 
hastenacft(*thedefeiiceofManiimalaiAdiga]. 
Kudi Pakutharivu and Justice 

publiabed editorials and articles justifying 
AdigaPs position and bis constructive 
critique of the Tamils. Neelavaihi, writing 
ilirthe Kudi Aram rallied evidence fioin 


Snbramanin Bharad.. ibe Tt^yul pobt, who 
had made similar observations. Kaivatyem 
writing in the same journal exposed Ae 
motivations behind the moves of the 
nationalist press and alleged that it was all 
nothing but a conspiracy of the brahmins. 
P&kmharivu compared Maraimalai Adigal 
favourably to U V Swaminatha Iyer, and 
drew attention to the disproportionate share 
of respect fame and name that the latter had 
made. Tlic crux of tlie self-respect response 
was that Adigal was being made the target 
of attack for being an erudite non-brahmin 
scholar, which fact the brahmins could not 
stomach. Haiiier differences and had hhxid 
were forgotten. In fact, when Maraimalai 
Adigal remitted some money to Periyar for 
the Uxdcs dial had been sent. I^riyarietumed 
the money saying that the books were a gift. 

Tliese acts of personal gtxidwill was 
followed by a broader alliance between the 
Kcif-iespcctmovemcnt and the saivites during 
the anti-Hindi agitation in 1937-39 (Arooran 
1980| .Ini 937. shortly after accepting office 
under the government of India Act of 1935, 
C Raiugopalachari introduced compulsory 
Hindi in .schools. Tins was seen as a hra/en 
act of imposition ol a foreign language, io 
the detriment of Tamil language and cultum. 
Tlie self-respect movement picked up the 
gauntlet and launched an ugilution culling 
for the repeal of Hindi. Tlie saivite elite Ux), 
who for long had championed the Tamil 
cause and even proclaimed themselves as 
the guardians of Tamil, jumped into the fray. 
Both sides opposed Hindi and saw its 
imposition as part of a larger brahmin 
conspiracy 

Tlic saivites conducted a number of meet¬ 
ings and processions to condemn Rajajrs 
move. Inaugurating the Tiruclu Tamil 
conference, K SubramuniaPillaicinpliasi.sA 
that the entry of Hindi would s|kII d<K>m 
to Tamil and even called for the creation of 
a separate Ttimil province. In (lie Annual 
Saiva Siddhania Mahasamajam conference 
at Vellore held in December 1937, similar 
views were expressed and lesolutions passed 
One resolution condemned the imposition 
of Hindi, which was not even part of the 
Congress manifesto T V Umamaheswaran 
Pillai organised condemnatory meetings 
under the aegis of the Karantluii Tamil 
Sangam in Thanjuvur. The Tillai Tamil 
Sangum at Chidambaram, in its first 
anniversary meeting a)ndemiicd compulsoiy 
Hindi. Prominent saivite Tamil scholars like 
N Kandaswamy Pillai, Pandithamani 
Kathiresan Chettiar and S Somasundara 
Bharati participated in this conference. At 
Thinivaiyaru. R Venkatachaiam Pillai lead 
a rally of students of the Sentamil College 
on August 31. 1937. He also organised a 
meeting in November 1937, in which 
S S Bharau, T V Umamaheswaran Pillai 
and K A P Viswanatham spoke. The 
saivite elite in then traditional stronghold 
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Tirunetyeli, c^ti^niinsd 
cikiled T^imil P«thQk^|fm Ka«;hatti|in 
<Tamti PtottcHon Anttooialtotl) for fighting 
Hindi. DoyenR of th<J t?«jvitis world M V 
Nellaiyappii Pillai. M S PumaKi^am PiUai. 
Atnnai vananatbaMndaltar, K Appadurai and 
V Tliinivaraiigain Pillai were active in thi« 
aaaociatkni. The aasociation alao published 
a number of pamphletK. V Tliiruvarangam 
Pillai. who waa the moving spirit behind it, 
al«o publifthed a number of anti-Hindi 
wiiUitga in Se$uamilSeM, the Tamil research 
joumalrunby him. ScbolarKlikeMaraimalai 
Adigal. Si vananda Adigal, M V Nellaiy appa 
Pillai, Anil Thangayya, Devancya Pavunar 
and llavalaganar contributed to the ab<we 
journal [Senteuml Seivi 1936-38). 

It was in the amtextof anti-Hindi campaign 
that the sclf-reKpect movement sought to 
forge an open alliance with the saivites. Its 
call to the saivitc world were marked by 
statements meant to provoke them into an 
active alliance, which also shed light on the 
actual nature of relationship then existing 
between the two. Kudi Atmu, exhorted the 
heads of the pi^werful saiviie mulls. “Wc 
will forget all that you have done before. 
Bravely come forward now: apart from 
providing pecuniary help, you should als<i 
send your devotees to i>ur side../' \Kudi 
Arasu, May 8 1938]. Again, in another 
editorial. Kndi Arewt, calling for the unity 
of all Tamils, dubbed the impi>Kition of 
Hindi as an insult to saivism. It went tin to 
elaborate. *it cun be generally said that if 
the Tamil pet)ple have tumbled into the 
Aryan-trap and arc unable to extricate 
themselves, it is because the saivites arc 
assisting the Aryans ... It was because td 
tIUs that Aryans achieved dominance inTamil 
society thmugh religion... To this day. it is 
the Saivites who act us Hanumans in 
maintatning this dominance. We ask them, 
should they not expiate for their past acts. 
There is no doubt that the ruthless mlc of 
Achariar [Kaiajil will come to an end ilie 
very day that true Saivites attain at least an 
iota of self-respect and fight against their 
*Satsudra^ status. And if Achunur is able to 
indulge in ruthless and fcxilhardy acts it i\ 
because lie is certain tliat Saivites will not 
attain such consciousness very easily'* [Kudi 
Arwtu, May 29, 1938). We notice here a 
shrewd mix of incitement and encouragement 
to botli provoke and exhort saivites to join 
hands with the self-respect movement to 
oppose Hindi. The basison which thcalliance 
was sought was aiiti-bnihminism'und a threat 
to the Tamil language. 

An article in Kudi Armu reminded the 
saivties of the hue and cry they hud raised 
against the self-respect movement in die late 
1920s, and asked sarcastically what Uiey 
were going to do when the brahmins were 
attacking Tamil which had been begotten by 
Lotfd Siva himself. M R Mithiran of Dindigui 
wrote an epistle in verse form toMuraimalal 


Mtt:a} retjtwgiinfi jump ttuif 
and join hitnds widi S S Bhamti ln the (igtit 
against Hindi. 

The call of the sel^respectem did not go 
unheeded. C>n the occasion of the annual 
celebraticms at the Thiruppathirippuliyur 
mutt in June 1938, Gnaniyar Adigal, when 
asked about the ininxtuction of Hindi, said: 

... A thiHisand years ago. Sanskdt came to 
Tamilnadu. We welcomed fl,.. A few 
centuries ago. English came. We said. 
Welcome* and showed watm hospitality. 
What did we gain? Slowly these two 
languages devoured our Tamil language. 
N(tw Hindi too ix cofmttf^. Moreover it h 
going to he mandatory. Let it come and stay. 
Let Tamil he done away with: destroyed. Let 
Tamil lovers he abettors to this! INavasakti 
June 17. 1938; emphasis original]. 

Such mtrving words uttered by u venerated 
scholar - saint aiufd not be easily ignored. 
Hven Tliim Vi Kaliyanasundara whoopposed 
the anti-Hindi agitation as it undermined the 
nationalist cause, was forced to publish this 
speech in his Navasakti. 

An alliance between saivites and the self- 
respect movement was marked by a scries 
of joint meetings and conferences. At the 
third self-respect conference in Thuraiyar 
in August 1937. Periyar. Ponnambalanar. 
K M Balasubramaniuin. C N Annadurai 
and K A P Vi.swunathum spoke. In Madras. 
S S Bhurali. Annadurai and K M 
Balasubriimaniani spoke at an anti-Hindi 
meeting K M Balasuhramaniam. K A P 
Viswanalluim and C N Annadurai addressed 
the third .Salem District Self-respect 
Contcrcnce in (Vtober 1937. S S Bhurati 
went on an extended leeture-iour of Tamil 
Nudu catling for the repeal of compulsory 
Hindi At Tirunelveli. Annadurai spoke on 
the platform i>f the Tamil Pathukappu 
Kaxhagum in Octolicr 1937, with M S 
Puranaligam Pillai on the chair. S S Bharati 
as a co-speaker and M V Ncllaiyappa Pillai 
proposing a vote of thunks. The thiol Mudra.s 
Provincial Conference at Tiruchi in 
December 1937 contained a fair proportion 
of self-respect leaders like Periyar. C N 
Annadurai. Gurtisami and Kunchitliam. So 
was the Ramanathapuram District Tamil 
Conference held in December 1938. 

Tlic ituivuiic journals were open to the 
self-respecters and vice versa. The 
proceedings of the anti-Hindi agitation were 
reported at length, especially of Uie saivitc 
meetings, by self-iespect journals. Ezhathu 
Stvunanda Adigal. on behalf of the self- 
respect movement, printed and distributed 
free 15,000 copies of Maratmalai AdigaPs 
hiKik, *Why Hindi should not he made the 
lingua franca of India* [MAP, November 3, 
1937], The agitation against compulsory 
Hindi brought forth views both, the self- 
respect movement and the saivites. shared. 
A classic instance is the inaugural lecture 
T V Umamaheswaran Pillai deli vea*d at the 


be ascribed fbeir fdil to myen consphre^. 
The brazen aotibns of the CungreKsmiiitsity 
and tlu^vanhyofRaJajiweiuidentifitadwiib 
brahmintain and roundly eotulemned. 

But the consensus that had lieen forged 
had its limits. The self-respect movement's 
obleaives wercfar-reaching, and the alliance 
with the saivites was arrived only on an anti- 
brahmin platform to defend a commonly 
perceived threat to Tamil. The limits were 
clear even during the honeymoon at the 
Tiruchi conference. Periyar brought a 
resolution saying that the conference had 
lost confidence in the governor as he had 
signed the Congress bill on Hindi. Many 
developed cold feet and Periyar’s resolution 
had to be dropped { Kudi A rasu, January 23. 
1938). A deputation to meet the governor 
was then proposed. Periyar declined to be 
part of this deputation us he felt that the 
governor would not intervene in this matter 
as the British hud nothing to lose by 
mandatory Hindi. 

Tliis incident dramatically highlights the 
umhit of the consensus. The self-respect 
movement had far-reaching goals, and the 
anti-Hindi agitation was only one issue in 
its programme, and was not an end in itself 
as it was for the saivites. Moreover, given 
its political experience, it was not uvcr.se to 
using coercive agitational tactics to achieve 
its programme. Tlie saivitc elite could never 
think beyond safe, constitutumul methcxls. 
It was only a sense of crisi.s aiul the threat 
of a common danger that hud led to their 
alliance. With the Congrc.ss relinquishing 
office after the outbreak ot' second world 
war and the repeal of compulsory Hindi, the 
stage was once again set for conflict between 
the two. 

The first of such conflicts in the immtxliute 
aftermath of the anti-Hindi agitation was the 
Tamil Marriage Conference. As part of its 
larger programme for a six^ially just and 
egalitarian society, the marriage-system also 
came under tlie self-respect movement’s 
attack. Hie prevailing system ot mamages 
was amdemned as patriarchal, atyan. devi.sed 
to serve the needs of brahmin priests. To this 
system, the self-respect movement 
counterposed a new form of marriage which 
emphasised the contractual nature of the 
relationship and the equality of man and 
wi>man in it. This new system did away witii 
brahmin officiution, rituals and even tlie 
*tliali', the wedding choin which the brkle 
was expected Ki wear around her neck all 
through her life [Anandhi 1991; Pandian 
e(aM99l|. , 

While the anii-brahmin nature of self- 
respccimarriage was wekxintc u i tlie sai vitos, 
itsdUusr aspecls, cspeciallytlieaiiti-religkHis 
ami anti-patriardial content were anadiema. 
In July 1939, a Tam it MuiTfageConfemnce 
was conducted in Madfati. Presided over 
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ji^tlvIedlCSilbnmMliU FBUti* S S Bkm^i 
4k 1 T V Um«miilieKWur«n Pilliri, Che very 
caivtieRwbo ^le in Cbe vanguard of the 
^anti^HiiicH agitation. In the conference it 
rwaaemphaKtaed thatpieaent-day marriagea 
were full of embelliabmenta introduced 
^ aryan brahmina after their infiltration 
into Tamil aoctety.'^ The ancient Tamil 
practice of marriage, baaed on love waa to 
be emulated. Brahmin officiation and 
Sanskrit incantations were to be abolished, 
Simple momagcs, in the presence of eiders, 
by the lying of the thali was to be the basis 
of the Tamil system ofmarriageliKrMmnrnn 
July 27. 1939]. 

In 194(). tliesaivites organised the Tamilar 
Samaya Manadu (Conference of Tamil 
Beligion). Here ux>. Maraimalai Adigal. S 
S Bharati and K Subramania Pillai gave 
shape to the sai vite response. The sclf-respecl 
movement interpreted the pre-aryan Tamil 
society tn secular terms. A golden age ot a 
harmonious society, devoid of religion and 
caste, was portrayed as the ideal that was 
to be recreated. Tlic saivitc conception went 
only half-way. Pre-aryan Tamil society in 
Iheirvicw was a vellalarci viltsation. Saivism 
was its religion. Caste distinctions based on 
birth, rituals and priesthood were aryan 
accretions. Some ol the best elemciil.s of 
uryan-braljpiinism weie actually the product 
of Tamil genius which had been appropriated 
from saivism [Adigal 1927. Pillai 1940]. 
These views were pul forward in the 
ccmfcrence and c<ilomal Hindu law.s were 
condemned tor their aryan bias During the 
course of Uie conference some self-respect 
activists stormed in and tned to debate the 
resolutions, causing chaos. Tlie self-respect 
movement also responded in writing to the 
saivitc view expressed in the conference. 

Tile incidents of sclf-respcctcrs gate¬ 
crashing into saivitc meetings were more or 
less regular affairs, and were seen more as 
a nuisance than as real challenges to the 
saivitc view. For instance, at the Salem 
Scntamil Conference, presided over by 
Maraunalai Adigal in October 1944, Era. 
Neduncheliyan **spoke insultingly of saiva 
religion and temple worship and offended 
the audience which rose against him. He and 
his self-respecters caused great commotion** 
[MAD October 22. 1944|. In 1943. when 
the self-respect movement launched a 
campaign to burn publicly, tlie Kamba 
Ramayanam and the Periyapuranam. the 
saivitc reaction was a muted echo of the late 
1920s. Pandithomani Kathiresan Cheuiar 
released a statement condemning the move 
in Strang terms. And when an open debate 
between the self-^respect leaders and saivite 
scholars was organised in early 1943. C N 
Annadurai and Ezliathu Adigal confronted 
S Somasundara Bharati and R P Sethu Pillai. 
’ While the brunt of tlie attack was against 
Raiftayaiiam* die saivitc classic 


Mommiur, S S^BhariM Sethu PtUai 
defended the elttisies not in religtoits/saivite 
terms but moreor fess {Hirely on literary and 
aesthetic grounds. Annacanicil the day with 
his youthful exuberance and novel style of 
eliwution. Clearly the saivite question had 
ceased to he an issue. Yet the fact remains: 
tlie stalwarts of the anti-Hindi agitation, who 
once shared a common pbtform nowerassed 
swords. 

VI 

Conclusion 

The discussion of the self-respect 
movement and the saivitc elite suggests 
that a one-to-one matching of the suivites 
and the dravidiun movement is untenable 
and does not even deserve the description 
of being reductionist. With the launching 
of the self respect movement in the mid- 
1920 k. the gulf between the saivite elite 
and the non-brahmin movement widened 
enormously The differences between the 
two were piedoininantly ideological, which 
rattled the suivites into rethinking their 
raligion. philosophy and politics. The 
discussions within the saivitc fold 
crystallised and came to the fore under the 
impact ol the self-rcKpcct movement While 
(he non-brahmin movement did have its 
ideological genesis in the micllectualoutput 
of the saivitc elite, the roots of the selt- 
respccl movement did not draw solely fioin 
thi.s. and even when it did. it gave an 
entirely different radical interpretation 
which terrified the saivites. 

Even when both shared an anti- 
brahmuiism. there was wide divergence over 
what it meant. Tlic saiviic.s gave a very 
sectarian interpretation to anti-brahminism. 
harking back to a pre-aryan Tamil s(H:icty. 
where the vellalars iHx;upied a pre-eminent 
position. In this conception of ancient Tamil 
society, .saivitesrcpluced brahmins, and theu* 
Kcriptuies replaced the vedas. Even ca.stc 
remained, though it was only occupation- 
based and no stigma was attached u> it 

(n companson to this, tlic self-respect 
Version wu.s revolutionary. In its view ancient 
Tamil s(x:icty was cgaliUirian and dcmoci-atic. 
There was neither religion nor caste. Perfect 
equality prevuilecJ.Thedisintcgration of this 
ideal society was seen to be the result of tlie 
brahmin incursion into Tamil country and 
all (Iw ills of u caste-ridden and religious 
siKiety were ascribed to this. In many ways 
this reminds us of the notion of 'Norman 
Yoke * which was held by the radicals during 
the English revolution: the fall of merry 
England was seen to be the result of the 
Normtn invasion. This notion possessed 
immense radical potential during the 17th 
century and impelled the English to 
iitsurgcticy [Hill 1986]. Further, when the 
Tamil classical canon was constructed in a 


€onilteri4tageii«0hic kuwe in the the 
dravicHan movement was able to exetutb 
religkms texts, which in the Tamil conti^t 
mostly consisted of saivite works. 

Tlic laic ]94()s and 1950s saw a further 
widening of the social base of the dravidiatt 
movement, with the Dravida Munnetnt 
Kazliagam (DMK) joining electoral ppIfticK. 
Consequently, it has. in pi>st-tndep^encc 
Tamil Nadu, created an ambience to contest 
the still-powerful brahmin hegemony and 
has also delivered a share of political power 
to backward castes.** Thus, the saivite 
question in the dravidian movement would 
how seem to he of little more than academic 
interest, if not for the fact that recent 
researches have once again raised the bogey 
of vellalar dominance. 

Notes 

I Hus paper fomut a part ot the ongouig jami 
work on (he history oi the dravidian movement 
by M S S Pandjan*. S Anandht, and my.^elf. An 
earlier version was published in the Tamil 
research quaneriy Atatcht (new .senes). No .15. 
April 1990. lt.s editor, and P Alhiyainan pro¬ 
vided elaborate aunment.s. K N Panikkar 
cntiei.soi1 the tiiial drah. An expanded version 
1 .^ (odhconiing a.s a biHik in Tamil.] 

1 The definition ol saivitcs is no doubt 
dilliciili. underlining the complexity ot tlie 
whole issue I iutue.stion. As PlTudaiiibaram 
Pillai, htXh ft .saivite and a scl1-re.specter. 
said 111 1929. "Who is a .saivite and what 
IS saivisin arc ditticult to del me. Sometimes 
It denotes <i casic or <uh-ca.ste: at other 
times It denvxes a religion; at a third it 
dciHXes a system ot philosophy It may be 
all thfcc at the .same time. It may indicate 
a Vollalaor not: it may indicate a vegetanan 
or non-vegetanaii". iSuvainamorhaivim 
Satvamum. tirode 1935). For purposes of 
the issues raised in Ihi.s paper, saivite refers 
to ilie educated elite belonging to the upper 
castes of saiva vellalurs, inudaliars. 
dieltiar.s. etc. who swore by the saivite 
religion and .saiva siddhanta philasophy and 
identified themselves as satvttCxS. 

2 Maraimalai Adigal (1876-1950) was an 
eminent scholar in Tamil and .saivism. He 
Wits a precocious ymilh and wm.s assiKnated 
with P Sunduram Pillai and Somasundara 
Nay agar in his youth. Acclaimed as the lather 
of the Pure Tamil nuweiuent, which .sought 
to emphasise the independence and self- 
reliance of the Tamil language, his books also 
provided one of the bases for the f ormulatian 
of Uiu dravidian idetdogy. As we shall see in 
the course of this paper he playtsd a leading 
part in the conflict.s between the .saivites and 
the self-respect movement. 

3 See theenines dated May 27.1928. June 5. 
1928, June 16.1928. June 26.1928 and June 
29, 1928 (henceforth MAD\ Mfutumalai 
Adigal itiatnlained hixS dianes id English 
from 1898 till his death in 1950. See 
A R Venkatachalapathy (ed). Maraimalai 
Adiffatar Natkunppujfai Madras. J988. 1 
am thankful to R Mulhukumarasatny, 
Managing Director, Saiva Siddhanta Woriui 
Publishing Society for the opportunity to 
editthasediaries. 11ieh3q;iotho$isputf(ifward 
in this paper was first fortiudaied during 
the course of editing the diaries. 
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4 

1090 a Mudeni i>f MMatnalitt A4^, 

5 Sacfafdatiaiklaiii fttlm fhia. the 

poim beieg made ts that hmhfxuaj^ are mn 
pait of the Tamil people^ 

6 SafViteii wore thimneem or sacred ash cn 
Iheir fore^ad ^ch coitKtitutes a very 
tmpmtaitt mark cif (heir rehgjoa. 

7 This (hm-fold cheiaificatUHi is drawn from 
themsightN ohaervidions of Ktmaian (March 
24. vm) and HiMwtitam (May W29). ilie 
latter aciualjy used the very terms 
'consmvatives', 'moderates' and 'radicals* in 
pmentliesis. 

4 For the hill text of the proceedings and 
itMdtitKiiisof theTinnielveli (\mterence. see 
SMhoHt^inK Apnl 1929; Navautkli, April 5, 
1929; .Vfvniie.ui/i, 2(^4), 26 Pangupi. Vthhava 
(Maich-Apnl 1929). 

9 PCludamhamni Filial*s addru^^ to tlie meet, 
SmamanyathatyMmSatvamum. Enulc. 19^5. 
was published only many >ears later. But an 
English version of it was senaliscd iit Revr/it 
eviHy week, Irom August 18 to September 22 
1929. Ihe aittcles were signed *P('P' 

10 In 19'H5. there was a dehalc between 
M Raghuvatyangar and S S Bharati over a 
stan/a in Tolkappiyam, the ancient Tamil 
book of grammar, concerning the in.stilution 
of mamage The debate gencrateil much 
heat Ihe sell-respect movement sided 
with S S BharatI's retutation ot Kaghav- 
aiyangar's pni-hralmun inler-pretuiion 

11 luctd^ally, theSaiva Vcllalars are not in the 
list at backward castes deserving reservations 
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Groi]iid>>vater Expli^tion 

B D Ohawan 

Official statistics indicate a rather confusing picture of groundwater exploitation in India. As per the irrigated 
area figures of the Planning Corntnission, development of groundwater irrigation has reached disturbing levels in 
many stares, notably UP. Gujarat, Punjab and Tamil Nadu. But the le.^s known volumetric .uatLstics in respect of 
groundwater irrigation compiled at the behest of the Central Groundwater Board are rather reassuring. Barring a 
dozen districts of the West Indo^Cangetic plains, no state as a whole appears to have reached the danger mark of 
groundwater over^exploitation. The reality is somewhere between these extremes, more Itkelv nearer to the Board's 
than the Comnission's assessment. 


I 

Introduction 

THE objective of Ibis article is to examine 
available empirical evidence with regard to 
over-exploitation of ground water resoiirces 
ot the country. There is much misgiving on 
this account, and several measui cs lia vc been 
suggested to prevent and rectify i>vcr- 
exploilation of groundwater Tlie focus here 
is simply on assessing the extent of over¬ 
exploitation of groundwater. 

Water can be conveniently measured by 
volume. But no volumctnc estimates of our 
groifticlwalei reserves are yet available, 
though groundwater is a mineral resouice. 
Thus over-exploitation of groundwater 
cannot be as*ccrtamed in terms ol a reduction 
in volume ot groundwater reserves Thus 
over-exploitation has to be studied perforce 
with the aid of other data sources While 
doing so. we must bear m mind two things. 
First, in such indirect probes concrete 
idea about the rate ol reduction in 
groundwater reserves can be formed At 
best, ive can get to measuring the excess of 
groundwaterwithdrawalsover groundwater 
inflow into a given groundwater reservoir 
culled aquifer in hydrological parlance. 
Second, the evidence could lx? merely 
symptt»matic of groundwater over- 
exploitution. 

There arc many measui cs that piiint to 
groundwater resource being underpressure. 
Prominent ones among these are; 

(1) reduction in imgaied urea per well: 

(2) reduction in discharge ot water from 
pumps and bore holes; 

(3) increase in well-deepening by larmcrs; 
and 

(4) premature drying up of shallow wells. 
All that we need to ensure i.> the elimination 
of factors other than groundwater depletion 
that might be giving rise to the above 
symptoms. For example, reduction in 
irrigated area per well could be also due to 
following contributory factors:' 

(i) increasing shortage of electricity for 
pumpset operation; 

(ii) well owners shifting away from lightly 
to heavily in;igated crops like paddy 
and sugarcane; and 


(iii) newer wells being installed increasingly 
on smaller land holdings having lesser 
irrigable urea. 

ThRIM- ALTORNATIVliS 

Groundwater over-^exploitaljon can be 
examined using three seu of statistics, 
namely, in igatcd aiva stutiNiics. volumetric 
data on groundwater use, and data on decline 
in water table The area statistics according 
to groundwater and surface water iirigation 
are separately prepared by the Planning 
Commission. These pertain to (I) ultimate 
irrigation ptnential. (2) created irrigation 
potential and (3)utilised imgation potential. 
It the creutcd/uliiiscd imgation potential 
Irom groundwatei sources comes to exceed 
the ultimate irrigation potential irom 
groundwatei lestiurces. one can say that 
groundwater has possibly reached a stage of 
(wcr-exploitation. 

Volumetric data on gnmndwatei are 
compiled by the Central Groundwater Bi)aixl. 
ltdocs tills Lompilation in close collaboration 
with groundwater invcstigatii>n tM ganisiilions 
of various state governments Hs.scntially. it 
offers two estimates: (1) volume of annual 
groundwater I echarge on eplcnishmcnt and 
(2) volume ol annual groundwater draft or 
withdrawals. Over-cxploilalion anscs when 
groundwater draft tends to be in excess of 
groundwater recharge. In acc<.)unting terms, 
this excess withdrawal of groundwater 
comes from a like decrement in the stock 
t)f groundwater reserves. 

Deplli to water table is measured thiough 
selected observation wells (also called 
‘hydrograph stations') The Central 
Groundwater Board, as also the state 
groundwater investigation organisations, 
keep such oh.scrvation wells so as to measure 
rise in water tahle due to monsoon rains, a 
key parameter in the assessment of 
groundwater recharge. This rise is the 
difference between the pre-monsoon and the 
pi>st-monM)on water levels in a well. The 
case <>f over-exploitation aViscs when the 
pre^moKisotin/posi^monsoon depth to water 
table in a well tncrpuscs permanently. In 
other words, cyclical decline in water table 
in a droqght year ts to be ignored because 


such decline gets reversed in subsequent 
abi)vc normal lain fall years of a rainfall 
cycle. 

As far as ready availability of data is 
concerned, llic irrigated area approach to 
groundwater over-exploitation is the most 
convenient one of the three approaches. Next 
in convenience is the volumctnc approach, 
wliich IS alsi> conceptually superior to the 
irrigated area approa^. The leastconvcnient 
IS the water table approach. For one. long¬ 
term data on changes in water table are 
lucking. Gathering of such data on a 
systematic basis commenced in the early 
seventies. For another, even these data are 
not readily available in published form. 
Tliirdly, there is the problem of changing 
coverage in terms of number of observation 
wells. For example, the number of such 
wells under the aegis of the Central 
Groundwater Board rose from about 5,500 
at the end of the Sixth Flan to nearly 12,500 
by the end of Seventh Plan, on to 13,674 
in 1991 and 15,023 in 1992. Such increase 
in the density of observation wells is also 
occurring in the case of state groundwater 
investigation bodies. In view of these 
difficulties the analysis of groundwater 
over-exploitation in this article is based on 
statistics of irrigated area and of volumetric 
data on groundwater, notwithstanding the 
potentiality of exploring groundwater over¬ 
exploitation through water table route 

In the volumetric approach, statistics of 
groundwater recharge and groundwaterdrafl 
or utilisation are compared with each (.>ther. 
Groundwater depletion is signified by an 
established trend in groundwater use for 
irrigation purpose exceeding groundwatei* 
recharge caiilnarked for imgation purpose 
by the groundwater planners. The es.sentials 
of the direct area approach arc similar to 
those of the volumetric approach, the 
difference being useol ultimate groundwater 
imgation potential instead of gix'iundwater 
recharge and recourse tocrealed gnmndwater 
imgation pi>tcntial in lieu of groundwater 
draft. 

Conceptually, these two approaches are 
quite lelated with each (.>tfacr. This linkage 
is via irrigation delta or depth of watering 
lor crops. In pructice. the results ftom the 
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two^^t{)pro<icheA ciun diverge toftotdemlAy, 
depending upon Inttr ctfo divergence in 
enUmates of iirigaiion delta underpinning 
the baaic atadatica used in tbe two appioachca. 
(Such di vergenoe is daoobicerved in the case 
of titiliaadon of created irrigation potential 
from major irrigation works* with the 
difference that the areaapproacb exaggerates 
tbe phenomenon of underutilisation of 
irrigation potential because farmers tend to 
deviate from the designed or presumed crop 
pattern - they opt much more for heavily 
iirigated crops like paddy and sugarcane.) 
In the following text* results based on 
Volumetric data are dealt vv'ith first and then 
brief results based on area statistics are given. 

II 

Volumetric Data 

TheCentmlOroundwaterBoard (CGWB), 
an apex body for assessinen t of groundwater 
resources in India, brings out periodically 
adocument entitled Groundwater Statistics. 
The latest edition of this document was 
prepared in 1993. It gives data, among other 
things, in respect of groundwater recharge 
and its utilisation for irrigation for 1992 (or 
thereabouts) for various states* by districts 
and by major river basins of the country. The 
same statistics at suh-distnet level, say, at 
block level, are available in the reports 
prepared by the state-level groundwater 
investigation bodies. 

The COWB document reveals a highly 
varied picture of groundwater utilisation in 
the country. At the highly aggregative level, 
namely, the national level, groundwater 
resource is still far from depletion or over¬ 
exploitation, as only 30 per cent of tlie 
groundwater resource of the order of 385 
billion cubic metres (38.5 million hectare- 
metres) was exploited for irrigation purpose 
by 1992. But at a less aggregative level, 
namely, the state level the wiUidrawals for 
irrigation purpose in Punjab |ust about 
equalled (he annual recharge. All other states 
appear to be well below the 100 per cent 
exploitation mark. The phenomenon of 
depletion in gmundwater has surely set in 
the small union territory of Chandigarh, for 
which withdrawals exceeded recharge by 
over two-tliirds margin. This is suggestive 
of tbe possibility of groundwater depletion 
occurring within pockets or small tracts of 
an otherwise under-exploited state, with local 
demand for groundwater irrigation out¬ 
stripping local availability of groundwater. 

I^e statewide picture of groundwater 
recharge and its level of exploitation is shown 
in Table 1. Tbe similar picture for 18 river 
basins of the country is shown in Table 2. 
There is wide disparity in the rate of 
groundwater exploitation across states and 
across the river basias. The high level of 
exploitation in Punjab and Haryana is in 
conformity with die general impression in 
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this regard. What is nolin 
level lepoaiedforsouthMi and westnm States 
from which etpanate storie.s of alarming fall 
in water tables and drying up of wells (these 
stories are reported in the media as well as 
in fora like conferences and woikshops). For 
the western state of Gujarat, the level of 
groundwater use is hardly 40 per cent of the 
recharge. The same percentage for southern 
Tamil Nadu is about 60. Only (he low levels 
of groundwater exploitation in the eastern 
states - 4 per cent in Assam, 7 per cent in 
Orissa, 19 per cent in Bihar and 22 per cent 
in West Bengal - arc in harmony with general 
impression in this regard. 

If the general impression is formed on the 
basis of pockets within states experiencing 
groundwater depletion, (his would not be 
.sustained by aggregative data for tlie state 
as a whole. Likewi.se, sharp recession in 
water table due to a .sev^i^re drought is usually 
taken as a sign of groundwater over¬ 
exploitation, without reckoning with the 
harsh fact of natural decline in water table 
due to lack of groundwater recharge in a 
drought year, especially in low rainfall 
regions of the county. Indian hydro¬ 
geologists tend to underplay the recession 
in water table during drought years as a 
purely transitory phenomenon (that is to say, 
they expect the water table to bounce back 
in above-normal rainfall years). Here, one 


in weie prone to 

ascribe ri$e in iVater table wiUito canal 
commands to good rains. Also* one cannot 
outright rule out the poasibility of the 
estimates 6f groundwater recharge being 
deliberately inflated by some state level 
groundwater investigation bodies. The 
motivation here i.s to enable the NABARD 
and other financial institutions to continue 
credit support for programmes of develops 
ment of well irrigation without inhibition. 

The highest rate bf groundwater 
exploitation i.s found in (he Indus basin, 
where about 81 per cent of its groundwater 
recharge earmarked for irrigation purpose 
(also labelled as 'utilisable groundwater 
resource’ for irrigation purpose) is already 
tapped. Of the total annual groundwater 
recharge, 15 per cent is now eannarked for 
non-irrigation uses, including subterranean 
*los.scs’. Thus the rate of exploitation 
(labelled as ‘stage of groundwater 
development’ in the COWB dexjument and 
in NAB ARD parlance) is being measured 
in a partial manner, by simply contrasting 
net groundwater use for irrigation with 
groundwater recharge earmarked for 
irrigation activity Evidently, a more 
appropriate measure of the rate of 
groundwater exploitation would be to 
compare total groundwater withdrawals for 


Table 1: Siatewise Estimates oi* Groundwater Potential and Utii isation in 
VoiUMfiTRK Uni IS. 1990-1992. 


State 

(1) 

Total 

Annua) 

Recharge 

(Million 

ni') 

(2) 

Recharge 
Earmarked 
tor Imgalion 
(Million 

111') 

(3) 

Recharge 
Used lor 
Imgatjon 
(Million 
in') 

(4) 

Rate ot 
Gmundwaier 
Exploitation 
(Col 4 a.s Per 
Cent of CoJ 3) 
(5) 

1 Andhra Pntde.sh 

43365 

36861 

8780 

23.80 

2 Aninachal Pradesh 

1438 

1222 

0 

0.00 

3 Assam 

21670 

18420 

797 

4.33 

4 Bihar 

33.521 

28432 

5467 

19.23 

5 Gujarat 

22551 

19169 

7170 

37.40 

6 Goa 

605 

453 

35 

7 71 

7 Haiyana 

8523 

7248 

5814 

80.21 

8 Himachal Pradesh 

356 

285 

67 

23.55 

9 Jammu and Kasiimir 

4425 

3737 

46 

1.24 

to Karnataka 

16186 

13759 

3695 

26.85 

11 Kerala 

7900 

6586 

1006 

45,28 

12 MxHlhya Pradesh 

59718 

50760 

7331 

14.44 

13 Maharashtra 

38835 

32098 

7739 

24.11 

14 Manipur 

3154 

2681 

0 

0.00 

15 Meghalaya 

1226 

1041 

0 

0.00 

16 Mm>nim 


Not Assessed 



17 Nagaland 

724 

615 

0 

0.00 

18 Onssa 

23279 

19787 

1411 

7.13 

19 Punjab 

17832 

16048 

15762 

98.21 

20 Rsyasthan 

127(n 

10801 

5820 

53.89 

21 Sikkim 


Not Assessed 



22 Tamil Nadu 

26391 

22432 

13557 

60.44 

23 Tripura 

251? 

2135 

97 

4,54 

24 Uttar PiradeuRh 

83815 

71248 

26708 

37.49 

25 West Bengal 

22050 

18742 

4103 

21.90 

26 All stales 

452791 

384567 

115410 

30.01 

27 All unkm temtones 

626 

532 

395 

74,25 

28 Ail India 

453417 

385099 

U5805 

30,07 


ficopomk BiKl 





'hi A fiiB^ AAisentmokit, two'netting out 

jdt!» haveu^becaniedout Plr$t. groundwater 
withdrawals must be assessed net of ground* 
water peroolating back to water table fioiii 
t(ietnigatedfields. Second, some provision 
needs to be made for the nonsrecoverable 
portion of the gxoundwaterrecbarge and for 
the unavoidable outflow to slreams. 

The princH>al states of the Indus basin are 
Punjab and Haryana, though parts of these 
states tie outside the the basin. Their 
comparative level of groundwater 
developmentduring 1991>92wasasfd]ows; 



Ground- 

Ground- Per Cent 


water 

water Exploita- 


Potenual 

Exploita- tion 


for 

tion for 


Irrigation 

Imgation 


(Million m*) (Million m’) 

Punjab 

16,049 

15,762 98 

Haryana 

7,248 

5.X14 80 

Indus basin 

21..534 

17.341 81 


utt whll ^notiineefod^.^ esacb oidter, 
hoiimtatty as weU as^vertkaliy, th^ 
that well connecwd in bard rodk areas, 

Aceording to the COWB document, two 
districts of Rajasthan, namely. Jalore and 
Alwar, are also in tlte Category of over* 
exploited to the extent of 46 and 7 percent, 
respectively. Leaving aside partsof (he union 
teiritoxy of Delhi (Najafgaih and Meinauli), 
no other district from any otlwr state has yet 
reached the level of groundwater over' 
exploitation. Fpr all these 11 districts, their 
combined groundwater j^tential adds up to 
just about 10 billion cubic metres (out of 
a national total of 385 billion cubic metres). 
Thus, the bulk of our groundwater resources 
would thus appear to be yet free from the 
pressure of over-exploitation. 

The cofrectne.s9; of this conclusion, 
however, is constrained by the veracity of 
the estimates of groundwater potential and 


ite uUltsadbn for irrigation a$ are given in 
the OWB document. Otherwise, the 
conclusion would, in all probability .remain 
tenable even if we go by blockwise instead. 
ofdistrictwisedataontherateofgroundwater t 
exploitation. But. then, we still have to 
contend with the issue of veracity of our data 
base. Let me concretise my point According 
to the CGWB document, the level of 
groundwater exploitation for Mehsana 
district in Gujarat which has acquired a 
notoriety of sorts for well deepening and for 
huge decline in water tables, stood at 72.67 
percent only. But this docs not square with 
what K C B Raju. an erstwhile director of 
CGWB with field postings in Gujarat, 
reports in his invited theme paper at the 
workshop on groundwater in New Delhi 
(January 11-12, 1944). He writes: 

The range of over-exploitation vanes from 

117 to 340 percent of the utilisable resources; 


TaBI V 2: BaSINWISE EsTIMAIFS of CiROlINDWATeR PorENFlAl and Uni ISATtON IN 
Voi iiMETkif Units. 1900-1992. 


OvER-Expi.c)rniD Dis'ikici.s 

Tlie disaggregated picture at district level 
in the two states of the Imlus basin show.s 
clear sign.s of groundwater depiction in nine 
districts. The names of these districts, from 
which field observe!s have also time and 
again reported recession in water table during 
tlie last one decade.*are listed in Table 3, 
The SIX d istnc Is of Punjab where groundwater 
depletion has set in are Kapurthala. Jalandhar, 
Sangrur. Patiala. Ludhiana and Amritsar 
Whereas the combined groundwater potential 
of the.se six districts is ol the order of 7 
billion cubic metres, the utilisation works 
out to over 10 billion cubic metres, indicating 
40 per cent over-exploitation. Likewise, in 
the three over-exploited distnets of Haryana 
state, namely. Kuruk.sbetra. Karnal and 
Mohindcrgarh. the ovei -exploitation works 
out to be about 47 per cent in excess of the 
combined potential of 2 billion cubic metres 
of these districts. 

Tliereis need to add a rider here. Neglecting 
for the moment the fact that estimates of 
groundwater use are essentially based on 
some normative values (e g. cropwi.se 
irrigationrequirementsasperfarm scientists' 
experimental studies, or volume or 
groundwater withdrawn per year by a well 
of given characteristics), the over-drawal of 
groundwater in aregionaiuld be partly fmm 
groundwater stock or reserves and partly 
fmm adjacent aquifers of a neighbouring 
district/districts experiencing less than full 
groundwater exploitation. Evidently, as water 
table in ap over-exploited district recedes 
below the level prevailing in neighbouring 
diatrict/dis^icto, the groundwater from the 
latter begins moving towards the aquifers of 
thefomierasperthcmaximof water finds 
its own lever. In alluvial formations, aquifers 


Kivor Basin 

(1) 

Total 

Annual 

Recharge 

(Million 

m') 

(2) 

Recharge 
Uinnarked 
loi liTigaiion 
(Million 
m') 

(3) 

Recharge 
Used for 
Imgaiion 
(Million 
m') 

(4) 

Rate of 
Groundwater 
Exploitauon 
(Col 4 as Per 
Cent of Col 3) 
(5) 

1 Brahmadi with Biutanii 

5079 

4296 

307 

7.06 

2 Brahmaputra 

25938 

22046 

783 

3.55 

3 Cambay comptwiie 

7814 

6659 

2500 

37.55 

4 Cauvery 

12294 

1045O 

5712 

54.66 

5 Ganga 

17410*) 

148878 

48635 

3267 

6 Godavan 

46761 

v;418 

6868 

17.42 

7 Indus 

25403 

21^34 

17341 

80.53 

8 KnsShna 

26644 

22302 

6502 

29.20 

9 Kulch and Saurashtra composite 

1247*^ 

10604 

5009 

47.24 

10 Madras and South Tanul Nadu 

18464 

15689 

9001 

.57.37 

11 Mahanadi 

21283 

18091 

1067 

5.90 

12 Meghana 

9330 

7931 

196 

2.48 

13 Narmada 

11889 

10097 

2026 

20.07 

14 Nonh east composite 

22788 

19369 

2890 

14.92 ‘ 

15 Pennar 

5047 

4290 

1625 

37.90 

16 SuhamrekliA 

1815 

1543 

134 

8.72 

17 Tapi 

8172 

6751 

1961 

29.05 

18 Western GItai composite 

18083 

15104 

3239 

21.45 

Total 

453419 

385094 

115805 

30.07 


Tabi b 3: DtsTRiri.s Exferibnc:in(iGroundwater Over-Exfi oftation in Punjab and 
Haryana S taten, 1991 -92. 


District 

Stiitc 

Utilisable Groundwater 
Recharge 
(Million m^) 

Percent Exploitationo 
Groundwater 
Recharge 

1 Kapunhala 

Punjab 

.307.5 

259 

2 Jalandhar 


891.8 

178 

3 Sangrur 

*• 

1388.1 

150 

4 Paliala 


1344.2 

138 

5 Ludhiana 


1680.9 

123 

6 Amntsar 


1640.2 

107 

7 Subitotal (1 to 6) 

•• 

7252.7 

140 

8 Kurukstaetra 

Haiyana 

658.0 

178 

9 Kanua 


1089.6 

132 

10 Maheudragaih 

*4 

260,2 

130 

11 Sub-total (8 to 10) 

*4 

2007.7 

147 

12 Grand total (7 plus 11) 


9260.4 

142 


6(i«»naMl||p Wa^ April 1995 



aft a tteftUU tha emiit difttciigt of "Mehaatui ift 
over-exploited and ilie ovcfdiatt per year is 
440.81 millfon ifi^, as perthe statement No 1, 
page 66 of the Xeporr of Committee for 
Exttmathn of Groundwater Resource and 
Irrigation Potential in Gujarat State 1991, 
issued hy the Narmada Water Resources 
Departmentt Government of Gujarat, 
Sei^ember 1992. 

OvBR-ExpLorrBD Bukxs 

Within a district one again finds marked 
variations in the level of groundwater 
exploitation. For most states this level has 
been as.ses&cd at block level. However, the 
blockwise data in respect of groundwater 
resources and its utilisation are not reported 
in the aforesaid document of the CGWB. 
Such data are reported in state level 
documents prepared by individual states. 
The author has access to one state report for 
Tamil Nadu and he would later report some 
results from the same. 

Three sets of summary information at 
block level are reported in the CGWB 
document. A block is characterised as 'dark', 
‘grey' or ‘white’, depending upon the level 
of ground water exploitation it has witnessed. 
A 'white' block is one where the rate of 
groundwater exploitation is still below 65 
per cent Likewise, a block is characterised 
as ’grey’ if the rate of exploitation lies in 
the range of 65 to 85 per cent. Finally, a 
’dark’ block is the one where gix>undwater 
use is above 85 per cent of its utihsable 
groundwater recharge. Bank finance for 
construction ol wells or installation of 
pumpsets IS not made available for a ’dark’ 
block, which is now described as a critical 
block in official parlance of the CGWB 
Grey block is likewise being labelled as 
semi-critical hlotsk. This three-way, colour- 
hhsed scheme ol categorisation was first 
suggested by tlie World Bank, a major donor 
tb NABARD for agricultural loans. While 
a ‘white’ block was considered as a safe 
block for farm loans for well irrigation, a 
‘dark' block was considered ‘unsafe* - 
exceptions were made for loan disbur.sement 
under a variety of circumstances (c g. 
rq^lacementof a diesel pumpset by an electric 
pumpset, exmstrue tion of ficki channels and 
installation of water ecomunising drip and 
sprinkler systems, etc) 

Dismhution of blocks tcveals that 86 pci 
cent of 4.568 blocks in the country arc still 
in the ’white’ category. Another K percent 
of these are in the *grcy‘ category, thus 
leaving only 6 per cent blocks (numbering 
257) in the ‘daik’ catcg<>ry. In addition, 10 
per cent of the taluka<i irv Gujarat and 2 per 
cent of the watersheds in^ Mahara.shtra fall 
in the dark category (in KxHh these states, 
block is not the lowest^ level unit of 
groundwater as^eKsmenO. ' 

The problem of groundwa\ter depletion is 
primarily confined to ‘dark’ bi\ocks.lnearlier 


eatimateaofgitioiHi^t«rin^f4dcin|3«^^ 
only 70 per cent of the total groundwtiter 
recharge, lutd not 85 per cent as at present, 
was earmarked for irrigation puipose.^The 
remalnmg 30 per cent was meant for 

(1) maintaining off-season *ba«e’ flow in 
rivers. (2) utilisation by forests, shrubs and 
other natural vegetation, and (3) non- 
irrigation uses like drinking water and 
industrial purposes. The reduction in the 
share of non-iirigationrequirements in total 
groundwater rechi^ge is unwarranted. Going 
by the earlier share of 30 per cent, 
groundwater could he deemed over-exploited 
if its utilisation lor irrigation purpose 
exceeded 70 per cent of total recharge. By 
this yardstick, all blocks categorised as ‘dark’ 
today could be deemed as over-exploited. 
This is because the groulfidwater use in such 
blocks exceeds 72 percent mark (85 percent 
of 85 per cent amounts to 72.25 per cent of 
groundwater recharge). 

Even then, the problem of groundwater 
over-exploitation does not appear to be all 
that serious, confined as it is to hardly one- 
sixteenth of the total blocks. At the state 
level (vide Table 4) the problem states are 
Punjab (58 percent blocks in 'dark' category), 
Rajasthan (27 percent ’dark') and Haryana 
(25 per cent ’dark ’). In contrast, the incidence 
of ’dark' blocks turns out to be much less 
in hard rock states of M P, Maharashtra, 
Karnataka, Tamil Nadu and Gujarat This 
data pertains to 1992, and its source is shown 
to be NABARD in the CGWB dcKumcnt 
For 1993, the NABARD estimate of number 
of ‘dark’ (as well as ‘grey') blocks has risen 
considerably (vide Table 5). 

Thus the latest position of ’dark’ bkx:ks 
for slates .showing perceptible change over 
1992 is as follows. 

(1) Dtuir Prade.sb 63 (7 per coni) 

(2) Rafasthun 70 (39 per cent) 

(3) Haiyana 31 (20 percent) 

The secondary summaiy information m 
the CGWB document is a listing by names 
of ‘dark’ and grey’ blocks for each district 
of a sta le. The interesting fuctcmerging 1 lom 
this inrormution is that when a disti icl as a 
whole in the ‘dark* category, all the blocks 
(or taluli'.as/wjiersheds) in that district need 
not he in the ‘dark’ category. Likewise, 
some blo\cks in an otherwise ‘grey’/‘while’ 
districlm ightlull in the ‘dark’ category. Let 
u.s concixsitise (hi.s with relevant examples 

Coimbai^irc district is widely mentioned 
U.S experiencing considerable groundwater 
dcplctum. According to the CGWB 
document. H7 per cent of the groundwater 
potentiaK of tdns district has been exploited 
so far. 5>till, four bkx^ks of this district, 
namely. Rurumdai, Perianaickampalayarn, 
Sulur and Uclamalpet. are in the ‘grey* 
category . 1 likewise, m the ‘White’ dislrictof 
Gurdaspiur in Puniab, four bliHsks, namely, 
Haia. Di »ra Baba Nanak, Kalamtur and Sbri 


Harg<wi«^dpiir^ am aiMly in 
category and Dhariwat, Fategarh Cburiim. 
Ourdaqiiir and Dinanagar am in die 
categoiy. ^ 

In some 'dark' and 'grey' blocks, specia) 
groundwater investigations have been 
conducted Da assess groundwater position in 
different parts of the block, so as to identify 
areas for which embargo on institutional 
lending for well irrigation could be lifted. 
Such di.saggregative assessment within a 
blcKk has been done mainly in the states of 
Tamil Nadu and Ratasthan. Thus, in several 
‘dark* blocks, ’grey’ and ‘white* portions 
have been delineated. 

CHANCUNC. DlSTRiaimoN OF Bi.ocic^ 

The third summary information in the 
CGWB document pertains to statewise 
changes in the distribution of blocks by 
category of development over the recent 
years 1116 composition of‘dark*, ‘grey* and 
‘while’ blocks in a.state changes perceptibly 
from one year to the next. Here, year-to-year 
variations in rainfall conditions can be a 
major factor in changing the composition. 


Table 4: Buxics Sufperino prom Groundwa ter 
T (TvER-EXRorrAtiON,J992 


S No State 

No of 
Over- 
Hxploited 
Blocks 

a 

Remarks ^ 

1 Andlira Prade.sh 

28 (9) 


2 Gufarat 

18(10) 

Pertain.*, to 
talukas 

3 Maryana 

24 (2^) 


4 Kaniataka 

'j(^) 


^ Madhya Pradesli 

3(1) 


6 M:iliaraslitra 

^4(2) 

Pertains to 
watershed.^ 

7 Punjab 

69 (S8) 


8 RajiLsihan 

63 (27) 


9 Tamil Nadu 

43 (11) 


10 UtiarlYadesh 

17(2) 


11 West Bengal 

1(0.3) 


12 Other states 

ml (0) 


13 A1 India 

257 (6) 

Pertains to 
blocks only 


Note: Figure.^: in p.'irenihcse.*; indicate pcrcent- 
ago.s tu total blocks/talukas/watersheds 
in respective .states 


Tabu*. 5: Chanhe in ‘Dark’ and ‘Grey’ 
Tra<T\ BETWhUN 1992 AND 1993 


No of • Dark’ No ill ‘(irey’ 

Tracts ._TntCLs 


Jan 

Jan 

Jan 

Ian 

1992 

1993 

1992 

1993 


1 Blocks 

257 

324 

.361 

473 

2 Gujarat 

taluka.s 

18 

18 

14 

14 

3 Maharashtra 

watersheds 

34 

35 

57, 

61 


Note: The NABARD data for 1993 arc culled 
fnim P K ChatteiyM’s paper presented at 
the recent New Delhi workshop on 
gmundwaier. 




BcoiKiink> Md 'WedBy. 



for Kajikftchttil* oitc cannot 
afibnn that tbe pbenomenon pt grouftdivater 
<|cp)ctioi^. 9 » aigniflecl by the incuSicnee of 
blocb faUtng in the *dark' category, haa 
;been on the riac during the last one decade 
orao, which witnessed substantial expansion 
in groundwater development PorRajasthan, 
the changing oompositionofblocks issbown 
in Table 6. 

A drought can significantly affect the 
distribution of blocks in three categories. 
The severe drought of 1987-88 led to shaip 
rise in the number of 'dark* blocks when the 
assessment was carried out in July 1988 for 
thestote.Therelevanceofdroughtin affecting 
the composition of blocks in a state is again 
brought home by the unstable picture from 
Tamil Nadu which witnessed droughts in the 
early eighties (vide Table 7). 

For Gujarat, the CGWB document 
mentions changes in taluka composition for 
the period 1980-'87. From tliisduta no increase 
in the number of *dark' talukas is discernible: 
41 dark talukas of 1980 become 28 in 1981. 
21 in 1982, 12 in 1984 and 18 m 1986 as 
well as 1987. While the updated NABARD 
data cited in F K Chatter|ee's paper also 
maintains the number of dark talukas at 18 
for 1993, K C B Raju in his paper portrays 
a different picture altogether about this slate. 
According to him, there were in this state 
6 ‘dark’ blocks (and 13 ‘grey* blocks) in 
1984, rising to 26 ’dark’ blcx;ks (and 10 
‘grey’ blocks) in 1991. More importantly, 
in 24 out of these 26 ‘dark* bkx:ks the rale 
ot groundwater exploitation exceeded 100 
per cent level. 

P KChatteijce in his theme paper bemoans 
the change in the status of a block, say, from 
‘dark’ to ‘grey*, by state level groundwater 
organisations on the plea ol fresh 
invest! gallons into groundwater recharge and 
its draft He writes a.s follows while 
enumerating problems of financial 
institutions for financing in critical and semi- 
critical blocks. 

There have been frequent changes in the 
categorisation of blocks due to reassessment 
of groundwater by the State Groundwater 
Departments (SGDs) in *dark’ and ‘grey’ 
areas. Annexure III (named as Jahle 8 here) 
indicates changes in the number of ‘dark* 
blocks from 1984 onwards. It will be 


obaarw^ bos tkmm in Rte 
iiumbef of 'dark^ Mocks Bom the picvious 
years .in a few of the states, It implies 
. institutional fumnees wem Ipwiel available 
in a few erstwhile 'ditk* blocks due to 
recategorisation of Mocks. Such changes, 
however, affect flow of schemes as many 
banks feel shy to formulate schemes inblocks 
oncti} they were declared as ‘dark* though 
suh-sequent]y they would be made ‘grey’ or 
‘white’. 

With the increase in the stag8‘hf groundwater 
development (‘dark’ and 'grey* blocks) most 
of the SGDs are submitting reassessment of 
groundwater data with increase in 
groundwater recharge and decrease in the 
groundwater draft. In some cases the 
deviations aie considerable. resulting in delay 
in reconciliation and consequent clearance 
for linancing 

Even if there is no material change in the 
composition of blocks within a state, it is 
not inconceivable that the level of over¬ 
exploitation of groundwater has been rising 
ill the ‘dark’ blcKks. Without information on 
level of utilisation of groundwater resource 
over time, it is. however, not possible to test 
the veracity of this proposition. 

t 

iMPI RArrVKOl* RfcAS.'jE.SSMENT 

The current volumetric estimates of 
groundwalci recharge, utilisablc ground- 
water recharge and groundwater utilisation 
were prepared in pursuance of the 
recommendations of the Groundwater 
Estimation Committee (GEC) which 
submitted its repi^rt in 1984, This committee 
considerably modified the earlier basis for 
woiking out the estimgles of groundwater 
resources. Tins eliminated substantially ad 
hoc elements in the earlier procedures being 
adopted by the state groundwater bodies, 
and laid down uniform methodology for 
groundwater assessment. 

But tile striking outcome was that the 
estimates of groundwater resources 
underwent sharp upward revision. For 
example, the estimate of utilisable 
groundwater recharge shot up from 26 to 38 
million hectare metres, and the estimate of 
uitiinatc irrigation potential from this volume 
of ground waterrose from the earlier estimate 
of 40 to 80 million hectares of crop area. 
*rhat these estimates did need some upward 


rpvUion is beyond dotibt, though in ti)e 
process of revision some over^slimation 
crept in (for specific details on these points, 
sec the author’s paper, ‘How Reliable Are 
Our Groundwater Estimates?' Economic 
and Political Weekly, May 19, 1990). 

The committee also recommended 
reasaiessmentof ground water resouioes after 
a five-year period, taking advantage of more 
refmed methods and freshly gathe^ data. 
This reasscsssment work is now in progress. 
The groundwaterestimates pre.sented so far 
are primarily those which were prepared in 
the latter half of the eighties following the 
publication of the GEC report, with the 
notable exception of Tamil Nadu for which 
a reassessment was carried out in 1993. As 
aresultof this second round of reassessment, 
the state gn mod water investigation body 
revised downwards its first round c.stimates 
of groundwater recharge by about one-flftb. 
(A downward revision of the same order, 
namely, one-fifth, is reported to have 
occurred in the case of Maharashtra.) These 
.second-round reassessments lend credence 
to the apprehension that the Hrst-round 


Table 6: Chanoes in Composition w Biocr& 
IN Rajasthan between 1982 and 1991 


Period 

Dark 

Grey 

White 

Total* 

1982 

36 

29 

163 

236 

1985 

25 

23 

180 

236 

1986 

53 

21 

1.58 

236 

1988 

81 

30 

125 

236 

1991 

63 

29 

144 

236 


** Includes some blocks (e g, 8 in 1982) which 
were not assessed for,some reason, say, due 
to groundwater being saline. 


Table 7: Chanoinci Composition of Biocks 
inTamii Nadli 


Penod 

Dark 

Grey 

White 

Total 

Blocks 

1980 

72 

103 

142 

377 

1981 

133 

59 

125 

377 

1982 

127 

68 

122 

377 

1983 

65 

124 

188 

377 

1984 

62 

134 

181 

377 

1985 

39 

155 

183 

377 

1987 

41 

86 

251 

378 

1988 

43 

76 

259 

378 


Table 8; Ybarwkse Variation in the List of ‘Dark’ Blocks 


State 

Total Number 
of Blocks 

1980 

1981 

1982 

1983 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

1 Andhra Pradesh 

309 

4 

na 

2 

na 

na 

na 

na 

na 

na 

18 

28 

na 

28 

2. Gujarat 

184 

41 

28 

21 

na 

12 

na 

18 

18 

na 

na 

na 

na 

na 

3 Haryana 

118 

(108) 

76 

76 

82 

02. 

60 

na 

(32) 

na 

(24) 

74 

(24) 

na 

na 

68 

na 

oa 

(31) 

4 Puqjab 

118 

.76 

76 

82 

62 

60 

na 

na 

74 

na 

na 

69 

na 

na 

S Rajasthan 

239 

na 

na 

36 

na 

na 

25 

53 

na 

81 

na 

96 

na 

na 

6 TanoilNadu 

384 

72 

.133 

127 

65 

62 

» 39 

na 

41 

43 

na 

na 

na 

97 

7 UttarPradesh 

895 

na 

na 

na 

na 

na 

53 

26 

19 

na 

na 

17 

na 

63 


Note: ktheotigiiial source, namdy, Annex 111 of PK Qialtetiee’spaper, data for Haryanaand Punjab arealike. For Haryana, coneetdatafrom the CGWB 
documeiit are reported within brackets. 







reaftfteKsmentKof groutidwater potential and 
it» ntiliitHtion were biased upward^t. 
deliberately or inadvertently. In view of 
one might say that the existing estimates of 
the rates of groundwater exploitation for 
many states as well as for the country as a 
whole are biased downwards, probably to 
the extent of one-fourth - the true rate of 
groundwaterexploitation at the national level 
might be nearer 38 rather than 30 per cent 
as revealed in the CGWB document. 

Ill 

Area Approach 

The area approach to groundwater 
exploitation consists of comparing area 
reportedly irrigated by wells and tubcwells 

(A) with the estimate of ultimate irrigation 
potential from our groundwater resources 

(B) . The available estimates in respect of * A' 
and *B' indicate as if groundwater is a fully 
exploited resource for the country as a whole. 
As against the estimated magnitude of 40 
million ha for ‘B’, the level for ‘A’ had 
crossed the 34 million ha mark by the close 
of the Seventh Plan. The target for addition 
to groundwater irrigation potential for the 
ongoing Eighth Plan is of the order of 10 
million ha. During the first three years of this 
plan fresh capacity of the order of 6 million 
ha has already been added. Superimposing 
this capacity over the capacity of 34 million 
hr at the beginning of the plaiv ‘B’ at the 
national level becomes 40 million ha. This 
indicates signs of full exploitation, and over¬ 
development of groundwater source.s in states 
like Uttar Pradesh and Gujarat. 

Thus, the area approach to groundwater 
exploitation yields a picture that appears 
quite in conformity ^yith the impression that 
our groundwater resources have come 
increasingly underpressure. Evidently, this 
picture of groundwater development is at 
gross variance with that thrown up by our 
analysis based on volumetric approach in 
this paper. Pragmatism would suggest that 
the true position of our groundwater 
exploitation lies somewhere bc^tween40 and 
100 per cent of the groundwater earmarked 
for irrigation use. This is Ux> wide a range 
for an estimate to be of much value for 
practical policy planning purposes. 
Therefore, prudence demands that we have 
acloser, critical look at the available estimates 
in respect of ‘A* and ‘B\ 

Critique of Area Approach 

The first thing to note is that the estimate 
of ultimate groundwater irrigation potential 
(B) of the order of 40 million ha is an old 
one prepared over two decades ago. It was 
a rather crude estimate, based on the 
assumption that irrigation delta in lands 
watered by well water would be about two- 
thirds of that required in major canal 
irrigation. As a result, groundwater use per 
average crop hectare area was reckoned at 
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OM metmi of water applkaton (aa againai 
one metre delta, meaiiured at canal 
headworks. for canal irrigation systems). 
The major flaw in thiis aaaumption watc that, 
besidcK being uniformly the Kamc for all 
regions of the country, it wa.s expressed in 
gross terms, whereby it was not netted out 
for the portion of groundwater percolating 
back to the groundwater tabic. As-a result, 
the derived estimate of ultimate groundwater 
iiTigation potential, obtained by dividing 
groundwater recharge by gross inrigation^ 
delta, got biased on the lower side. This source 
of downward bias would vary from state to 
state, depending upon the disparity between 
gross and net values of groundwater delta. 

The groundwater resource assessment 
exercises, carried out following the 
publication of the Groundwater Estimation 
Committee Report in 1984. revealed that 
irrigation delta on net basis for groundwater- 
irrigated tracts worked out to about 0.4K 
metres at the national level. This is about 
28 per cent less than the gross value of 0.66 
metres. Thus correction for downward bias 
in ‘B’ on account ofuseofhigher value delta 
would be of considerable magnitude* the 
value of ‘B’ would rise Irom 40 to about 
55 million hectares With this justifiable 
adjustment, Iheovcrall level of groundwater 
exploitation today would stand around 72 
per cenl-^of the groundwater resource. 
Needless to add. this picture would vary 
fiom state to state, because the value of 
iiTJgati«)n delta on net basis varies from state 
to stale, as shown below for selected states 


(1) IJuarPrade^sh 

(Mel res) 
0..^6 

(2) ()n.<5.sa 

0.37 

(^) kajasthan. Haryana, 

0.39 

Himachal and Delhi 

(4) Madhya Prade.sh. I^Jii)ab. 

0.40 

Gujarat and Bihar 

(5) Kantalaka 

0.44 

(6) Miiharushtra 

0.55 

(7) Kerala, Andhra Pradesh, 

above 0.66 


Tamil Nadu. West Bengal 
and Assam « 


Two more facttirs help in the upward 
u.ssessment of ‘B’. These are* (1) enhance¬ 
ment of figure of groundwater recharge and 
(2) higher proportion (85 instead of 70 per 
cent) of It being allocated for groundwater 
irrigation. As a result of these two changes, 
along with the use of net instead of gross 
irrigation delta, the magnitude of shot 
up from 40 to 80 million hectares. In some 
slates, the upward reassessment was more 
than twice - for states with rocky geology 
the average upward reassessment was of the 
order of three times. But then these new 
estimatesof ultimate irrigation potential have 
yet to be accepted by the Planning 
Commission. Becauseof serious reservations 
expressed about them in several quarters, the 
government of India issued a gazette 
notification, underlining the tentative 
character of the revised estimates. 


AnotborcHfUctilfy with the area approach 
is that the estimates of *A' themselves are 
open to serious questioning. These arc 
essentially judgemental estimates prepared 
at the time of plan formulation. Progress in 
the construction programme for wells and 
tubewclls and certain irrigated area norms 
for each well/tubewell are used in arriving 
at these estimates by Yojana Bhavan. The.sc 
are thus not prepared on the basis of routine 
data compilation by village functionaries. 
Therefore, these lack firinne.sK. Routine 
statistics in this regard are compiled as part 
of land utilisation statistics, though the.se 
also have drawbacks. For one, these arc 
published with a lag of four to five years. 
For another, irrigated land areas by principal 
sources are recorded on a net basis, and not 
gross basis of crop acreages benefited by a 
source, say, groundwater. Use of such data 
on net inigated basis for wells and tubewclls 
would .seriously understate the level of 
groundwater exploitation, the degree of 
under-usscssmenl determined by the simple 
factor of intensity of irrigation on 
groundwaler-irrigated lands (le, the ratio of 
gross cropped to net cropped area under 
groundwater inigation). 

Thus the area approach to groundwater 
exploitation is presently beset with 
limitations and the results based on this 


approach can give rise to an exaggerated 
picture of gniundwater development. Alao, 
this approach, unlike the volumetric appioach, 
cannot be used for getting distnetwise and 
blockwise picture of groundwater develop¬ 
ment, because estimates ‘A’ and ‘B' arc 
currently available on statewide basis only. 

CoNCLUDINC', RhMARICS 

Because of non-availahility of estimates 
of reserves of groundwater resoufee, over¬ 
exploitation of groundwater for irrigation 
purpose is usually examined through indirect 
approaches and through analysi.s of 
groundwater-ielalcdstatistics.Tliiscangivc 
rise to conflicting results for a variety of 
reasons. For one. the data base one uses may 
suffer from infirmities, say, motivated 
attempts by^thc data compilers to deliberately 
over-project or under-pro)ect things. For 
another, an indirect method may fail to reckon 
with all factors that influence a given statistic, 
say, decline in water table. This decline 
could be as much hecau.se of over-develop¬ 
ment of groundwater-based fanning in a 
given tract as due to (x;currence of droughts. 
Thus, any evidence on groundwaterdcpietion 
needs to be viewed with abundant caution. 

fTliis poperis pail of a largerstudy on groundwater 
depletion and land degiadalion within canal 
commands in India.] 
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rascussioN 


Utilisation of Health Services 

P Satya Sekhar 


BRUESH CPUROHITand TaN]eem ASiddiqui 
(bencelbrth P and S) ‘Utilisation of Health 
Services in India'. EPW, April 30, 1994) 
analysed the information on NSSO (1986-87) 
and NCAER (1990) survey.s on the relative 
levels of ulUisalion of health facilities, both 
all-India and across states. 1 would begin by 
pointing out that the methodological anomaly 
of comparing the NvSSO survey and NCAER 
study which are non-comparable, 'fhe NSSO 
study provides data only on the incidence of 
mofbidity whereas the NCAER study covers 
pie Valence of morbidity, and it is well docu¬ 
mented in literature (hat the prevalence rates 
are significantly higherthan the incidence rates. 
Further, the NCAER study was a one-time 
study (two weeks prior to the date of interview 
during May-June 1990) and unlike the NSSO 
study, it did not consider the possibility of any 
seasonal variations in the reporting of morbidity 
levels. Hence the P and S findings of (a) higher 
preference for indigenous medicine (speci- 
heally homoeopathy system) in the NCAER 
study as compared to a low percentage (below 
2 per cent) of the NSSO survey and (b) the 
lowaveragecost oflrcatment perillncss epi.sode 
in the NCAER study (which remained around 
one-fourth of comparable figure from that of 
NSS(3 survey) are que.stiunable. 

I also have .some reservations about the 
classification of states into low, medium and 
high expenditure states, based on all-India per 
capita expenditure on health (1990-91 data) as 
a reference point. The states with per capita 
health expenditure less than the ull-lndia 
average Rs 116.52 (namely, Andhra Pradesh, 
Assam. Bihar, Karnataka, Madhya Pradesh. 
Maharashtra, Onssa, Punjab, Rajastan, Uttar 
Pradesh and West Bengal) constitute the low 
expenditure group. States with a per capita 
health expenditure equal to or more than all- 
Indta average but less than Rs 200 per capita 
forms the medium expenditure states (Haryana, 
Kerala and Tamil Nadu). Thirdly, the high 
expenditure states, each with health expenditure 
more than Rs 200 per capita fonns the third 
group. The states included arc Jammu and 
Kashmir and Himachal Pradesh. 

To quote P and S. 

' in order to look into state level differentials 
we presumed that the state level expenditure 
on health care will be a prominent factor in 
detemuniiig the availability of these facilities. 
Bearing this fact in mind we classified Indian 
states according to their per capita state 
expenditure on health (p 1073). 

The comparison of the ‘special category* stales 
in the high expenditure group along with (he 


.Table. Incunsnch of In-Patients in Medium 
Expenditure States 




{Per cent) 

Medium ExpendHute 
States 

Rurd 

Urban 

Total 

Tamil Nadu 

2.89 

1.45 

2.39 

Hiuyana 

2.73 

1.83 

2.51 

Kerala 

7.23 

2,34 

5.95 

So$a-ce: Sanvlalmitt (199Z). 




remaining two expenditure classes is questiona¬ 
ble, since public expenditure in these states in 
based largely on transfers from the central 
government. 

Reddy and Selvaraju (1994) cautioned that 
though the relationship between per capita 
health expenditure and per capita income was 
positive, it vaned across slates during the period 
1974-75 to 1990-91. They observed that 
developed stales like Maharashtra and (iujarai 
displayed a weak relationship while relatively 
less developed states (Uttar Pradesh, Madhya 
Pradesh and Assam) showed a strong positive 
relation.ship. On the other hand, both Punjab 
and Haryana which are highly developed .states 
showed a high positive relationship. In the 
light of these conclu.sions,classifying the stales 
by per capita health expenditure is inappro¬ 
priate. The authors could have classified the 
state.s more appropriately ba.sed on some 
development indicators .such as pef capita stale 
income lSa.siry and Reddy 1988 and Guptaand 
Sankar 1994) or physical quality of life index 
(1\)LI) or human development index \EPW 
Re.search Foundation 1994]. 

In the papei P and S have analy.scd the 
utilisation aspects of in-patient and ambulatory 
care acros*; the three expenditure groups ot 
slates. The utilisation of in-patient ca.se.s as 
reported by P and S are higher in medium 
expenditure states as compared to other two 
categories. A siutewise comparison of the 
incidence of in-paticnis hospitalised in these 
three .slates are presented in the table. The 
pievalence of high morbidity in Kerala has 
been well-documented in literature and 
explained as being due to the state*s wide health 
care network. This higher percentage of Kerala 
state statistics has pulled up the average of the 
medium expenditure group. However, I he other 
two .stales in fact showlow levels of utilisation. 

Pand wS have compared the three categories 
of states by theuiili.sat]on of in-patient and out¬ 
patient care, by type of hospital. There are N^ide 
ihter-stale variations in health infrastructural 
facilities, such as accessibility of roads to the 
health centre from the place of residence, etc. 
A mere comparison of per-centage utilisation 
by type of hospital without standardisation by 
population for grouping of the states would 
give misleading results. 

P and S reponed in case of in-patient care 
that: 

the utilisation of PHCs (both in rural urban 
areas) is observed to be tl^ highest among the 
high expenditure gmup of states (p 1075). 
Among the major states of India, the utilisation 
of PHC for in-patient care was below 10 per 
cent and they hardly have any hospital beds 
for in-patient care. What then is the relevance 
of such acomparison? (Chart III of the original 
report of P and S, p 23). 

P and S have also observed that (p 1077): 
In niml as well as urban areas, average duration 
of treated sickness in private sector is less than 
that of (he average duration in government 
sector. With exception of medium expenditure 
group, prcibably shorter thiiation is one of the 
factors which underlies lower treatment 


expenditure in private sector. Simultaneously, 
longer duration ot treated sickness in public 
hospitals could be Considered indicative of 
over-use of government facilities. 

The average duration of treated sickness 
either in public or private sector depends on 
the type of ailment. This observation ignores 
the fact (hat the types of diseases treated in 
goveni-ment and private hospitals may be quite 
different, F'or instance, the CESS .study (1994) 
on the utilisation of in-patient care in Andhra 
Prade.sh reported that the ailments treated in 
public/go vernment ho.spitals are lepntsy, polio, 
cancer and tuberculosis for which treatment 
has to continue for .several weeks. On the other 
hand, the ailment.s treated in pnvate sector 
(include private doctors and private hospitals) 
insti-tutionsare cardiac, accidents, water-borne 
di.seases and complications of pregnancy and 
childbirth. 

In some of the Tables (6, 8 and 9(a)) the 
figures given for the three .state groups by 
P and S do not match the all-India tigure.s a.s 
given in the Sarv€kshana{\9^2)on ‘Morbidity 
and Utilisation of Medical Service.s Report’ 
(Number 364; henceforth MUMS). For example, 

(a) In the MUMS study (Statement 5, p 15) 
the original figure foi no-payment category in 
rural areas i.s 23.16 percent. However in Table 
6 of the paper, in all the three calegorie.s of 
slatc.s, the respective figures are above the all- 
India average (in low expenditure group (23.3 5 
percent), in medium expenditure group (24.98 
per cent) and in high expenditure group (32 75 
per cent) respectively. 

(b) The original figure ol average number 
of days stayed in urban hospitals (in MUMS 
study. Statement 9, p 24) 15.2 days and the 
averagelotal expenditure forhospital trcalmeni 
a.s Rs 1,182.95. To our.surpri.se,Pand S reported 
(in Table 8 of p 1076) that all the three 
expenditure groups have lower magnitudes as 
compared to all-India figures. 

(c) ITic figures given for the urban areas of 
Table 9(a) .show gross oversight by the authors. 
The all-India averages arc higher than the 
figures given in the three expenditure classes. 
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Fishermen against Joint 
A^tures 

THOMAS Kocherry, the national convenor 
of National Fisheries Action Committee 
against Joint Ventures (NFACJN) will go 
on an indefinite fast in Porbunder, Gujarat, 
the birth place of Mahatma Gandhi, from 
May 2. Simultaneously, 50 fishermen from 
all coastal states in India will stage an 
indefinite satyagraha in Jantar Mantar in 
Delhi and fisbcrpeoplc in the 10 coastal 
states will begin indefinite agitations. There 
is only one demand: Cancel all the licences 
issued for joint ventures. 

Tarun Gogoi, the minister for food 
processing industries appointed a committee 
under the chairmanship of P Murari to 
review the deep sea fishing policy. Wc 
strongly protest the non-inclusion of anyone 
from the NFACJN, though he had 
acknowledged in parliament that the 
committee was appointed in response to the 
all India fisheries strike by the tisherpeople. 
We are also concerned about the repeated 
statements by the minister and his secretary 
Basu. defending the existing policy. We 
fear that this overt partisan attitude of the 
minister and his secretary may hamper the 
impartiality of the proposed committee. 
We also strongly protest the deliberate 
distortion of facts by theminister by partially 
quoting Thomas Kocheny as saying that 
thereal problem was between the traditional 
fisbcrpeoplc and the small mechanised 
boats. Wc affirm the unity wc have 
established among all sectors of fisheries to 
fight the deep sea fishing policy, because it 
is a real threat to the entire fishenes sector 
in India. It is surprising that minister never 
refers to the FAO committee (appointed by 
government of India) report which has 
unambiguously recommended that there is 
no scope for joint ventures for deep sea 
Wishing. The minister is duly bound to 
explain on what scientific authority his 
ministry has issued joint venture licences 
for 100-metre long vessels. How will the 
technology that depleted fish resources in 
the temperate waters be beneficial to us in 
the tropical waters? What infrastructural 
guarantee can the government offer to 
prevent unaccounted transfer of fish in the 
deep sea by vessels operated by joint venture 
companies? 

Thomas Kcxherry 

New Delhi 

Hazardous Plant Import 

INDIA is importing a used and hazardous 
chlor-alkali plant from Norske Skog, 
Norway's largest pulp and paper company 
according to a detailed investigation carried 
out by Kenny Bruno and Ocir Wang- 
Andersen of Greenpeace. 


For over 1 Oyears (1981 -92). Norske Skog 
operated a membrane cell chlor-alkali 
facility with acapacity of20,000tonnes per 
year of chlorine. After three yews of intense 
pressure from environmental groups against 
chlorine bleaching, this plant was shutdown. 
On February 21, 1994, the company 
informed the Norwegian State Pollution 
Authority of the sale of iltc plant through 
Perry Princess Equipment. With United 
Phosphorus, tlie company signed the contract 
and shipped the plant in 1994. United 
Phosphorus will use the chlorine puxluced 
by the plant for manufacture of several 
hazardous pesticides, including endosufan 
anddichlorous, phosphamidon, endusulfan, 
paraquat. This plant to manufacture 
organochlorine and chlorinated organo- 
phosphorus pesticides will be located in the 
industrial estate of Vapi in Gujarat and is 
due to become operational in 1995. The 
Vapi estate is already highly polluted with 
its 3,000 chemical plants which do not 
comply with any mandatory environmental 
and health regulations. 

This project has the full backing of the 
Norwegian government. This project wa,s 
given clearance by the Norwegian ministry 
of foreign affairs in May 1994 although it is 
totally contrary to the Norwegian 
government’s stand on environmental 
issues. The project reveals that through 
technology transfer, the most successful 
environmental protection efforts in Norway 
can result in negative consequences for 
India. The export is taking place even when 
Norway has an expressed policy against 
transfemng dirty technology. Despite the 
'green* language used at the international 
forums and meetings by both the Norwegian 
and Indian governments this project has 
been cleared by both the governments. Wc 
demand an immediate comprehensive 
review of the adverse environmental and 


health impacts of this project by tlic 
govemmeiit of Indian Till this review toi^ 
olace, no production plant should be aSowed 
to operate. 

Kavautt Sinoh 

New Delhi 

Kfljgtimir ^nil India 

THE repression that the Indian security 
forces are carrying on in Kashmir is 
inhuman. That Kashmiris have a separate 
identity is clear from the aloofness we 
Indians maintain so far as this atrocity that 
is devastating Kashmiri society is ooncerned. 
Indian people reacted overwhelmingly to 
the US aggression in Vietnam, thousands of 
miles afar, yet when the Kashmiris are 
bleeding, in our own backyard, no 
reverberations are felt any where-especially 
not in the boardrooms of the parliamentary 
left parties, who are too eager to follow the 
ruling class line, whether in the field of 
human rights, economic policy or labour 
policy. This sufficiently proves that 
Kashmiris have a separate identity and their 
independence is the logical solution to the 
ensis. Indian security forces by theirruthless 
repression in Kashmir are creating a 
monster ~ a mirror image of itself. If today 
India has any right to intervene in the internal 
matters of Kashmir, then tomorrow the 
security forces can also intervene in Indian 
affairs to promote their own interests. This 
is exactly what happened with the LTTE. 
This small guerrilla organisation could 
intervene in the internal matters of a big state 
like India in a big way by - if the official 
version is to he believed ~ assassinating 
Rajiv Gandhi. It is high time that India left 
Kashmir lock, stock, and barrel. 

. A Reader 
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Wishful Thinking on Employment 


T he government’s Economic Survey as well as the finance 
minister in his budget speech have placed the creation of 
additional enquloymait opportunities at 6.4 million in 1992*93 
andS.6 million in 1993-94 compared to 3 million in 1991*92 
and an annual average of S million during the six-year period 
1985-86 to 1991*92. The finance minister did not hesitate to 
rub it in; “the'drawing-room Cassandras, who predicted 
massive unemployment as a consequence of the reforms, 
have been conclusively proved wrong”. Really? 

It is well known that reliable employment statistics in our 
country become available with a considerable time-lag. This 
is understandable because, in the first place, the bulk of 
employment generation takes place in agriculture and the 
non-farm informal sector and, second, there are complex 
problems of measuring irregular employment which is the lot 
of the overwhelming majority of those constituting the labour 
force. The nationwide surveys undertaken by the National 
Sample Survey Organisation (NSSO), using three alternative 
concepts of usual, weekly and daily status employment and 
unemployment, are the sole source of comprehensive 
information on the employment situation, but the last survey 
results of which are available relates to 1987-88 and the 
results of the next one for 1992-93 are still awaited. So it 
would be interesting to know the basis of the government’s 
aggressive claims of acceleration of employment growth in 
1993-94 and the preceding year. 

The earlier, widely-shared, misgivings about employment 
growth in the 1980s were based on NSSO data and it was 
conceded in the Eighth Plan that the declining trend in the 
employment elasticity of GDP growth had rendered the task 
of accelerating employment creation difficult. The annual 
rate of growth of employment, based on the usual status 
criterion, bad declined steadily from 2.82 per cent per annum 
during 1972-73/1977-78 to 2.22 per cent per annum during 
1977-78/1983 and further to 1.55 per cent per annum during 
1983/1987-88. This happened despite the acceleration in the 
rate of growth of GDP to about 5.6 per ctait in the 1980s. In 
the meantime, the growth of the labour force had accelerated 
to 2.5 per cent per annum, leading to a mounting backlog of 
unemployment. The Eighth Plan had envisaged an average 
annual employment growth of about 2.6 to 2.8 per cent or 
8 to 9 mUlion additicmal employment opportunities. This 
was based on the assumption of an eiiq>loyment elasticity 
close to 0.3 with respect to GDP growth. 

It is possible that tte government’s claims of mnployment 
generation are based on the sectoral elasticities asstnned in 
the Eigbdi Flan. The plan had pushed up eiiq>loyment 
elastidty frcan 0.38 achieved during 1983-88 to a target of 


0.46 on the consideration that 1987-88 had not been a good 
year. On that ground the elasticity for the agricultural sector 
was raised from 0.36 to 0.50 and that for manufacturing was 
doubled from 0.26 to 0.50. As a result, the growth of 
enqrloyment for the targeted GDP growth was to be 1.5 per 
cent per annum for ^riculture against the actually achieved 
rates of0.91 per cent during 1977-78/1983 and 0.94 per cent 
during 1983/1987-88. For manufacturing the rate of growth 
of employment was to be 3.65 per cent per annum against the 
rates of 3.76percentand2.18percent,respectively, achieved 
in the above two periods. The overall employment growth 
was expected to accelerate from 2.10 per cent and 1.77 per 
cent during these two periods to 2.6 per cent. 

The economic situation in the 1990s after the initiation of 
the economic reforms should not encourage expectations of 
accelerated growth of employment either in agriculture or in 
the other sectors. This is so even after taking into account the 
review of the results of the various rounds of the NSSO by 
experts suggesting that probably the Eighth Plan’s impression 
of a deceleration in the growth of employment in the earlier 
period had been misplaced. The prognoses about more rapid 
growth in the number of days worked than in the number of 
workers and the growing diversification of rural employment 
with marked growth of non-agricultural employment in non¬ 
factory and non-household manufacturing do not neces.sarily 
go against the likelihood of sluggish overall employment 
growth in the recent period. 

First, among the m^or sectors, it is true that agriculture 
has shown an impressive growth of 5.3 per cent in 1992-93 
and 3 per cent in 1993-94, but then it is generally accepted 
that agriculuire has been characterised by a decline in 
employment elasticity. Also, aprecondition for larger labour 
absorption in agriculture is better spatial diffusion of 
agricultural growth, but this seems to be taking place at a 
niggardly pace. The agro-climatic regional planning project, 
initiated in 1988, is still at the pilot study stage and ha.s now 
been put off to the Ninth Plan for wider adoption On tlic 
other hand, manufacturingGDProseby only 3.1 pt-r cent and 
3.6 per cent, respectively, in 1992-93 and 1993-94 against 
the Eighth Plan target of 7.3 per cent per annum. Clearly, 
additions to employment arising out of the sectoral growtli 
rates in the first two years of the Eighth Plan cannot but have 
been modest. 

Second, much the larger part of employment growtli in the 
organised sectors in the past was linked to public sector 
activities which have been reined in as a matter of policy in 
the post-reform period. Employment in Uie public .sector ro.se 
by6.2millionor3.3 per centduring the four-year period from 
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1990 lo 1993 ill ecmtmeto til 
tboiit 11 rniUkMa or 6.2 
preoedUiig four-y««r period. In the private 
organised sector, the corresponding 
increases were 2A9 milUon (3*3 per cent) 
and iJO&miUiaii (2M percent). Interestingly, 
the rise in employment was Ugber in 1991- 
92 in holh the public (1.53 million) and 
private (1.86 milliim) sedors than in the 
following year when the respective figures 
were 1.77 million and minus 0.15 milium. 
In the plthBc sector, the budget documents 
show that the strength of the central 
goVQcmient establishment which had risen 
from 40.82 lakh as on Miu^ch 1. 1991 to 
41.39 lakh on March I. 1992 has since 
then steadily declined to 39.74 lakh on 
MaiY^ 1. 1993 and furtlier to 38 42 lakh' 
onMarcb 1.1994. 

Third, employment exchange data, for 
what arc worth, show a decline in the 
number of vacancies notified and of 
placements effected. The number of 
vacancies notified fell from a peak of 5.81 
lakh in 1989-90 to4.04 lakh in 1992-93 and 
further to 3.84 lakh iti 1993-94. Likewise, 
placements feU from 2.94 lakh to 2.29 lakh 
and 2.22 lakh in the respective years, 
nacements as a percentage of regisi rations 
declined from B.S per cent to 7.9 per cent 
and 6.7 per cent. 

Fourth, gross investment and gjoss fixed 
investment ratios for the economy showed 
an umnistakable drop between 1990-^91 and 
1993^94. Public sectorinvestmentespecialb^ 
suffered during this period. Gross dome.stic 
capital formation as aproportion of ODP at 
market prices (both at 19K0-81 prices) 
Khodred a sharp fall front 24,6 per cent in 
1990-91 lo 20.6 per cent in 1992-93 and 
furlher^to 19.4 per cent in 1993-94 and the 
ratio of gross fixed capital formation 
slipped 21.1 per cent to 19.7 per cent 
and 19.8 per cent. 

finally, this has also been a periiid when 
the flow of institutional credit to agriculture 
and to the non-farm mformaJ sector has gi>t 
choked for a variety of reasons Scheduled 
commovcia! banks' advanccs to these sectom 
as a proportion of their total credH which 
were above 40 per cent a few years agi> had 
dwindled to 38.7 per cent by March 1992. 
35.3percent by March 1994 and 35 ]>er cent 
by Ittly 1994. 

FAMILY PLANNING 

Missing the Point 

4 

PERHAPS Uie bc.sr kntvwn fact ahinit our 
family planning programme is that India is 
among the first countries to liavc made the 
programme a part of its planned national 
development effort, giving it constdcmblc 
wciglHage in (he planning process, especially 
since the fourth Plan. No other prograinim: 
has perhaps been invesicd with as much 
importance^ The t980s. httwevei*. brought a 
rcalisaiiofi ^at the programme in all ib; 
various gajrbftliad not udiicvcd die expected 
results. Ami then rethinking begun at 
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sommi bvds. lit this the ViMk Accatmbi 
CommiHiBe report had ptayed ati imporlaiii 
role in focusing not cmly ott foe lacunae in 
the progyramme. hut on departmental in- 
cofusist^cies and failure to implement 
many ctf theccimiiuttec’siuiggestions. Now, 
howevei^. there appears to be a disturbing 
note of'mmchalancc in the committee's 
renc^. 

The 73rd rtipori of the PAC of the Tenth 
Lok Sabha deals with the actUm taken on 
the recommendations 4>f the 139th report 
of the PAC of the Eighth Lok Sabha. As 
usual it IK more an account of action not 
taken. What is remarkable about the report 
is that quite clearly there is little com¬ 
prehension among the elected repre¬ 
sentatives of the real nature of the recom¬ 
mendations the PAC makes or of the 
problems of implementing them. At one 
extreme the uimmittee castigates the de¬ 
partments for non-performance in regard 
to what appear to be some naive and 
impossible-lo-implement recominenda- 
tiotisofthe 139th report. At another level 
tt accepts without cimiment factle and 
evasive explanations regarding pointed 
and concrete sugge.stioiis of the earlier 
report. 

For instance, tlic 73rd report points out 
that the earlier repi^rt had stressed the need 
for inter-sectoral co-ordination of various 
socto-ecomimic development programmes 
having a bcanng on family planning *'to 
attack the multi-dimensional population 
problem". It is troubled that the ministry is 
''completely silent about the actual 
achievement in the development of a 
mechanism for the integration of the 
programmes''. It therefore reiterates its 
earlier recommendation after castigating 
the ministry for its inaction While a 
comprehensive evaluation of the why.\ may 
be beyond the scope of the FAC. there is no 
indication that the PAC is even .sensitive to 
the reasons for the failure ti> act upon its 
earlier recommendation. A little undci- 
standing of the manner in which the family 
welfare programme has been const iluted 
and functions would show that most other 
departments, including health, regard the 
pn)grammc as something ol a pampemd 
intruder. And it is a faef that the inclusion of 
family planning ctxicerns in other aieus. 
such as health prograimncs, has liad a 
disastrous effect - Ihc family planning 
programme has drained away fund.s. 
hutnanpower and other resourecs. If inter¬ 
sectoral linkages are to be deveh]ped. the 
family planning programme ha.s to be re¬ 
evaluated and in departmental and 
administrative terms devalued 

Anotluu' recommendatbn lelates to the 
age of acceptors The !39ih report had 
suggested that yiHingur ctmples needed ui 
He better ct>vcrcd by family planning 
.stTvicc.s. Tlie ministry in its reply ixunts out 
liwl winie it is true that younger couples 
need ()eci>vvrcd through |H>pularisalion 
of spacing mcfhtKiK, older couples cannot 
he ignored, it stresses in^Uend the need to 


motivaie coupUt fo gri in for fmiiUy 
pianuiiig^ This nuply fmm foe mimMy hat 
amvcmtly Katigfied foe cutnmithse. for it 
dkx»s iHU wish to lake any further adkm in 
the mailer. There am other similar ineiaiices 
where the action taken by the minisiiy deals 
with the committee's suggestion only 
tangenitally. and yet tlie committee appears 
satisned with the 'progress^ made. 

Similarly, the 139th report's comment 
that the "committee are at a loss to 
understand as lo how and why the birth rale 
has remained stationary at 33 since 1977 
despite the fact that couple pn>tection rate 
has goncupconsidcrably from 22'5per cent 
in 1977 lo 34.9 per cent by Marcli 19K6" 
elicits a convoluted explanatum about the 
discrepancies in estimates of birth rale 
between SRS and the Census with foe 
smthing assurance that a woricing group 
has been constituted by the Planning 
Commission for reviewing the family 
planning programme and that this group 
has made several recommendations. Again, 
the 139th report poinUoutfoat53.3per cent 
of the .sample case.\ of acceptors in a 
particular year could not be traced due to 
wn>ng addresses and suggested foat vigcmnis 
monitonng and evaluation prcKcsses be 
instituted. The ministry has responded U> 
foi.s by stating (hut 'ficki evaluations' show 
that only 10 to 11 per cent of the ca.ses could 
not be traced due to wrong addresses, 
brushing igside the recommendation of the 
139th report But the troubling thought js 
that in both the above cases the PAC appears 
to have been supplied inadequate or wrong 
informatii)n in the first place. The 
committee's report, however, makes no 
comment on all this. 

In a .sense, there seem.s to be a consensus 
now that the minristry’s handling of the 
family planning programme is the best that 
Ci)uld possibly be and the need of foe day i^ 
to suppt>rt it. More generally, the family 
planuing/fumily welfare programme has 
never become a political issue worthy of 
parliamentary debate, although every 
political party ha.s made pronouncements 
on it. cither critical or complimentary 
depending on the need of tiic hour. 

PUNJAB 

Akali Unity 

THE decision of the two main Aka 
facthms. Akali DaffBadal) and Akali I) 
(Amritsar), li> form foe united 'Shircnnai 
Akali Dal' marks u triumph of the mialera 
forces among the Akulis. This triumph 
underlined by two factors. Firstly, tli 
unity has been baseil on Che Anandpi 
.Sahibrcsoluiionof 1978 whichisatont 
down version of tire aUcgedly sccesaiorn 
iv.solutioii of the same name of foe yci 
1973-and not on the controver'i 
‘Amritsar dcdarulton' us was demand 
hy the extremists in (he Akali Dal(A 
Secondly. Parkash Singh Badal of 
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mi tN tbe uiM&dd 

Hiiii aimtld^Aisie of ybe mxfttute^ jwiiiiiifi 
the Ak«lU. hi tiirti, tmi a iwivfold 
«igliifkafK». Flint, It ]>iiu a fimd ax of 

ooivl on tlM defeat of the miHtant and 
xacenxtoitiat folcex in Sikh and larger 
Ptinjah politics. Second, it slu^ws that the 
fHdkiral element in the Sikh tradition has 
not given up its struggle against the reiigio- 
temporai forces. While the defeat of the 
militants would open the way for the 
ushering in of electoral politics in the stafe 
in its full fi^QC, the continuing struggle of 
the political element in the Sikh tr^ition 
to emerge as an independent force ^ 
unencumbered by tlic religious side of the 
tradition represenied by the priests who 
evoke the traditional dominance of the 
religions over the political in order to 
assert their authority -- has longer term 
consequences for state politics. For, truly 
demcKratic politics, in its current modem 
sense, cannot take root in the state (ill the 
Sikh priestly class has been shown its 
place which is to conduct the religious 
affairs of tlic .Sikhs without interfering in 
tbeir politics. The struggle against the 
priestly class has. in the recent past, been 
carried out by the moderate Akali Dal(B) 
which refused to torge unity with the 
other fuctj4)n.N on the terms put forward 
by the head priest ot the Akal TaklU. It is 
a good augury that this taction has been 
able to impose its own conditions on the 
head priest as is shown by the unity 
declaration. 

What bi>des ill for the current unity. 
Iu>wever. is that this very as.scrtion hy the 
mixlerate Akahs has already alienated u 
section of the militants led hy Simranjit 
Singh Mann who have accused the 
mediators of cementing the unity in 
haste and have 6nce again evpkcd the 
Amntsar declaration and the Anandpur 
resolution of 1973. While in the absence 
of .support both among the Sikh populace 
and u majority ot the Akali leadership this 
protest hy the militants cannot be accorded 
much significance, it shows that the 
element of extremism is likely to remain a 
permanent feature of Sikh and Punjab 
politics. 

TAX REFORM 

Lost Revenue 

ALTHOUOH the net loss tom his revenue 
proposals in the 1995*96 budget worked out 
to more than Rs 4.000 croie the basis of 
amventionAleatimatBs**. the finance minister 
claimed in his budget speech that "the gains 
tom the (tax) reform will ensure that there 
wilFbe no revenue loss'* and that Ihemfore 
he wan not **«sminitfig any leas tom f(he| 
budget pfopogals"'. thus, the centre's gross 
taxrevenite is projected to inca^asefnnnRs 
S7,]36em«<BE) and Rs H9,8.31 ciore (RE) 
in 1994^ to tU 10$ J62 crore in 1995^96. 

The gains (roan his tax reform that the 


turnip minleteryg eelyUlg upm ^or has 
prelected reVenue eidimeiAs are Oioiie 
likely to aiuefite fh»m '^simplificataoii, 
rationalisation and improved tax 
compliance'*. In his budget «fecch for 
1994'%9S also he had adr^ted a similar 
stance, in that the assumption made was 
that the net revenue toss from the proposed 
tax reductions as conventionally estimated, 
of Rs 3.600 crore. would be made up by 
improved collections. The finance minister 
cit^ in support fiscal experts, without 
naming anyone, who supposedly were 
'*near unanimous that there is considerable 
evasion of taxes in our system and that it 
is possible to reduce tax rates and yet 
mobilise additional revenue by improving 
tax administration and compliance**. Of 
course, he did not rely altogether on the 
opinion of the 'fiscal experts' and thought 
it also necessary to urge **tax-payers who 
have long argued for moderation in the 
rates of taxes'* to live up to''the assurances 
that this imtuleration of tax rates) would 
improve ciMupliancc”. 

The clear impression the finance minister 
has been trying to convey right tom his 
first budget speech is that whatever the 
reductions he was intnxiucing in tax rates 
and whatever the changes he was making in 
the rules and pr(x;edures fortax enforcement, 
they winild not result in revenue losses hut, 
on the contrary, would lead to enhanced 
collections. If this had really turned out to 
be correct. 4>ne would have expected the 
cciftrc’s tax collections to .show an upward 
movement as a proportion of gross domestic 
prcnluct Hiis is (he i>nly yardstick available 
to test whether or not tax collections are 
actually showing some improvement. 

How docs ihc government's per I orma nee 
stand the test? Between 1990-91 and 1995- 
9^ (BK) the centre's tax collections as a 
proporiiiMi of gross domestic product show 
not an incre.isc hut a decline from 10.9 per 
cent u>9.9pei ceni Trunslated into absolute 
figua^s. t;ut collections in 1995-96 should 
have been pio)ccted as R.s 1.14,4.50 crore 
instead ol Rs 1,0^.462 crore. i e, they 
should have been higher hy over Rs lO.(KK) 
crore. if improved tux compliance and 
administration hail in fad ensured at least 
the .same ratio ol tux collections to gix>ss 
dcHHcstic prixlud. Hvidcnily. the finuiice 
minister's exhortations to lax-payers have 
fallen on deaf curs At the same time, lax 
administraliiHi has little to show by way ot 
improved performance. All Ihc same, year 
after year claims are made which are 
altogetlier unsubsiantiable. 

SMAIJ. SAVING 

An Embarrassnient? 

IN his budget speech, fimince minister 
Manmohan Singh explains die increase in 
the fiscal deficit in 1994-95 lo 6.7 per cent 
from 6 per cent projecHBd in the budget 
estimates for tlie year in terms of ^'Uic 
extmoiKlinaiy rise in small saving coUectioiis, 


Til per cent of wtiidb aretMwMixi to die 
stiles^ l!ame waa when4naiice n^iaters 
used m provide special inceoCives for 
peofAe to contribute to the govenunenf s 
small saving scheioes and take in the 
mobilisation of additionalcoliecttoos. Today 
small saving schemes seem to havebeccune 
an embarrassment and that too ai a time 
when the overall saving rate in the economy 
is on the decline. Why? Just bccaiiae three- 
quarters of the collections tom the small 
saving schemes have to be passed on to the 
states a.si loans? 

Interestingly, in the budget estimates for 
1995-96, the projection is that small saving 
collections will come down tom Rs 14,000 
crore in 1994-95 (RE) loRs 8,000crore. No 
explanation is offered in the budget 
documents about why the collections are 
expected to decline by more than 40 per 
cent in a single year. The suspicion arises, 
however, that the finance minister has not 
quite revealed his hand in this regard and 
that there may be some measures he has in 
mind to slow down accretions under the 
small saving schemes. 

Although the finance minister chooses 
not to be explicit about the reason why he 
expects small saving collections to decline 
so sharply after the extraordinary rise’ 
registered in 1994-95, the projected 
downward slide is most likely related to 
the little publicised decision to bar 
institutional investors from access tosmall 
saving schemes with effect from April this 
year. It is believed that the recent spurt in 
investment in small saving schemes was 
on account of in.stitutional investors who 
have been attracted to these schemes by 
the substantial commissions offered by 
.several .state governments. Whether or not 
this belief can stand scrutiny, the blanket 
ban on institutional investment is bound to 
have a severely adverse impact on small 
saving collections. At the same time, the 
question remains as to why several state 
governments have been driven lo offer 
substantial commissions on small saving 
collections. 

The present finance minister has, through 
his budgets, iricd to re.stric( tlic incentive 
benefits small saving contributions bad 
enjoyed earlier. If the collections have still 
gone up. the credit for that should go largely 
to the slate governments for their increased 
efforts to mobilise these savings, even 
though they have to share the fruits of their 
effort.s with the centre. If now the centre 
attempts .somehow to slow down the 
accretion under the small saving soheme.s, 
it will not be surprising if the states start 
losing interest in these schemes. But will 
that he in the interests of the ccoiuxmy as a 
whole when the need is to pn>mote overall 
savings so chat the recent trend of their 
decline can be reversed? 

If the centre's major concern over small 
saving £ol)ection.«^ arises because of the 
current .sharing arrungemenis, would it not 
be appropriate lo revive the idea, mooted by 
Manmohaii Singh's immediate predecessor. 
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of eninbliKhing ii Atiptmt ^all aaviiiga 
bank? Then tbeee couectiotia win not have 
to pass through the central budget and show 
up in the centre's fiscal deficit. This will be 
no different from asking central public sector 
enterprises to raise fu^s directly from the 
maiket rather than through the budget. The 
states will continue to show the fiscal deficits 
that they would otherwise, because, under 
the Constitution, they can borrow only what 
they are permitted to by the centre, but the 
centre will be spared the embarrassment 
small saving collections now seem to cause. 
At the same time, the need torestrictpeople's 
choices with regard to the forms of saving 
would not arise. 

POLITICS 

Uneasy Stock-lbking 

* 

THE ups and downs in the political fortunes 
of major parties in the recently concluded 
assembly elections set the tone for the 
national Icvc 1 conferences of the Congress, 
the B JP and the CPI(M). While the results 
of Bihar elections raised the spirits of the 
communist party, they doused the BJP's 
dream of an unhindered "march to Delhi' 
and spurred further dissident activity in 
the Congress. Nonetheless, the formation 
of BJP governments in four states and the 
emergence of the party as the main 
opposition in five other states has triggered 
off debates in all parties regarding the 
ultimate regrouping of forces for the Lok 
Sabha elections next year. 

Though the success of the BJP in the 
assembly elections owes less to its 
communal propaganda and more to the 
downward graph of credibility of the 
Congress among the masses, the long¬ 
term debilitating consequences of 
Hindurva demagoguery for the secular 
polity of the country should not be 
underestimated. Though the chief election 
commissioner proscribed incitement of 
communal passions through campaigning, 
the Hindutva onslaught has effectively 
damaged the backward-minority ha.se in 
the major states. Though corruption, 
criminalisation and inefficiency were the 
main charges against the incumbent 
governments in Gujarat and Mahara.shtra, 
the riots in the 1980s in Gujarat and the 
post-Ayodhya Bombgy riots in 
Maharashtra fractured the base of the 
Congress in these states. The riots on the 
one hand marooned the Muslims and on 
the other exposed the callous indifference 
of theCongresss governments to the plight 
of the minority community. The com- 
munalisation of the political atmosphere 
in Karnataka around the telecasting of an 
Urdu news bulletin and flag-hoisting on 
fdgah maidan in Hubli definitely 
contributed to the BJP performance in the 
stale, gven in UP the SP-BSP government 
sits on a precarious alliance of backwards 
and minorities and Malay am Singh has 
ycl to show convincing evidence of his 


grip ewer the it lain 

this context &at Lalob Praaad^s v^bry 
assumes added significance, A revival of 
the third force is imperative so as toprevetit 
the forthcoming Lok Sabha elections from 
being just a race between two parties, in 
which case BJP may further improve its 
tally in parliament. 

Never^eless. chalking out a strategy 
for NP-LF alliance is not going to be easy. 
The rampant dissidence within the 
Congress pro jects the party as a weakened 
force and in turn makes the presence of the 
BJP all the more threatening. Given the 
party structure of the ID, marginal 
presence of the left in the Hindi belt and 
theBSP's animus towards the communists, 
it is open to question whether the NF-LF 
alliance can project itself as a formidable 
national alternative. Yet, it will also be 
simplistic to make a straightforward 
reading of the assembly election results 
and conclude the eclipse of the Congress. 
In 1971, for the first lime, Indira Gandhi 
broke the cycle of simultaneously 
conducting elections to the Lok Sabha and 
the state assemblies and relatively insulated 
the parliamentary elections from the impact 
of the results of assembly elections. Thus 
the political calculations for the two types 
of elections were also rendered different. 
After 1971, many non-Congress govern¬ 
ments have come up in the stales but that 
did not automatically rule out the Congre.ss 
from the centre. Still it is true that earlier 
the Congress defeats in the states were 
either in the north or in the south while this 
time it has been all pervasive. Hence, it 
will be of interest to see whether Indira 
Gandhi's strategy to sustain Congress rule 
at the centre will weather this major 
transition in Indian politics. 

SECURITY FORCES 

IVigger Happy 

THE killing spree indulged in by the Indian 
army's latest creation, the Rashtriya Rifles, 
in Kohima on March 5 once again under¬ 
scores the need for appropriate training of, 
and better supervision over, members of 
such paramilitaiy forces to prevent them 
from degenerating into gang.s of trigger- 
happy mercenaries without any account¬ 
ability. 

The sequence of events in Koh ima on that 
fateful day - more or less ignored by the 
mainstream national press suggests on the 
one hand the farcical state of reHexes among 
the army personnel, and on (he other the 
tragic consequences of such reflex actions 
for innocent citizens. According to reports, 
acxmvoyofthc 16th Rashtriya Rifles reached 
Kohima from Manipur (where it was 
deployed forelection duty) in the afternoon 
of MarchS. As sixm as it entered the town's 
most thickly populated area on National 
Highway 39, it opened fire on the inhabitants 
killing and injuring bystanders. Almost 
immediately, jawans of the Assam Rifles, 


empiing above mtldcnceof 

NegalaiidiuwemUyspealUur,^ 
persomie] posted neai1>y, started firing 
tndiscriminaiety. This was fedbwed by a 
combing operation launched by the Assam 
Rifles for over two hours covering a 
residential area of four square kilometres. 
In the course of the entire operation, at least 
seven people were killed, 22 injured by 
bullets and 26 arrested and tortur^ by the 
armed forces. Among the dead were two 
small girls aged three-and^a-half and eight 
years. 

As it transpired later, the whole 
paramilitary operation was the result of 
sheer panic among (he jawans of the 
Rashtriya Rifles and Assam Rifles. 
According to the director-general of police 
of Nagaland. Chaman Lai. "it was an out 
and out panic firing". There had been no 
sign of any attack on the Rashtriya Rifles' 
convoy. That there are no takers for the 
army vencion, that the jawans had opened 
fire because their convoy was attacked by 
Naga insurgents, was evident soon after 
when the centre had to intervene by 
despatching the union minister of state for 
home, Rajesh Pilot, to Kohima. who assured 
the Nagaland state government that 
'"appropriate action" would be taken against 
all the jawans who were found guilty. Some 
400 personnel of the 16th Rashtriya Rifles 
responsible for sparking off the March 5 
mayhem in Kohima are understood to have 
been detained. 

While the guilty jawans do deserve 
punishment for killing innocent people, 
one cannot lose sight of the ludicrous 
depths to which our security apparatus h&s 
sunk. On-tlie-spot inquiries and eyewitness 
accounts reveal that the Rashtriya Rifles 
convoy went berserk after the sound of a 
blast - which eventually turned out to 
have been a tyre-burst in one of the 
vehicles of the convoy. In an even more 
ridiculous chain-reaction, the Assam 
Rifles jawans, posted nearby, hearing the 
sound of firing by their Ra.shtriya Rifles 
colleagues apparently a.ssumed that the 
insurgents wesr about to attack them, and 
responded by resorting to indiscriminate 
firing. 

If the government is seriously concerned 
about combating terrorism - for which 
purpose the Rashtriya Rifles has been 
ostensibly raised - it is elementary for it 
first to make arrangements for proper 
training of its anti-terrorist intelligence 
outfit and military personnel in identifying 
terrorists. Till today, the Indian para¬ 
military forces have failed miserably in 
both identifying and apprehending 
terrorists, as evident from the escalation 
of terrorism all over the country as well 
as the persecution by the paramilitary 
forces of thousands of innocent citizens 
who arc branded 'terrorists'. Instead of 
being able to put an end to terrorism, these 
forces have emerged a.s tools of state 
terrorism directed against the people. 
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MocUstone 

FORMERLY known m Bombay tyres 
International, Modistone is currently 
engaged in the manufacture of a wide range 
of tyres ranging from small scooter tyres 
to the large tyres for earthmoving. The 
export turnover of the company has 
increased by Rs 4.48 crore in the past four 
years. The company was awarded the 
certificate of merit for its export 
performance for three consecutive y^rs, 
viz, 1989-90, 1990-91 and 1991-92, by 
Chemical and Allied Products Export 
Promotion Council (CAPEXIL). In the 
previous year the performance was affected 
by a two and a half month lock-out in the 
plant which was preceded by a three month 
go-slow by workers. The management 
signed an industrial accord with workers 
to settle the dispute. The company also 
faced a shortage of funds due to which it 
could not undertake normal capital 
expenditures for replacement of certain 
essential items such a.s moulds, jacks, skids, 
trolley motors, etc. This led to scriou.s 
disruption in production. To plug this 
shortage of funds the company plans to 
make a rights issue of 45 lakh zero coupon 
unsecured fully convertible debentures of 
Rs 80 each at par aggregating to Rs 3,600 
lakh to the members of the company. The 
BCD would be convcrtecl into four equity 
shares on allotment. The issue is being 
jointly managed by DSP Financial 
Consultants and State Bank of Jaipur and 
Bikaner. The issue is slated to close on 
April 28. 

International Housing 
Finance Corporation 

Intematumal Housing Finance Corpi^ralion 
(IHF(?) was incorporated in 1990 and 
since,then wasdormant and had not curried 
out any business activity till September 
1994. The company which is provisionally 
classified by the National Hou.sing Bank 
a.s a housing finance company is to 
provide finance to builders, developers, 
co-operative societies, associations* of 
persons and individuals tor canying out 
construction or acquiring residential units. 
The project has been appraised by Bank 
of Baroda's project finance division and 
the total cost has been estimated to he at 
Rs 17,5 crore. To part finance the project 
thecompany is entering the capital market 
on ^ril 27 with a public issue of 108 lakh 
equity shares of Rs 10 each at par 


aggregating to Rs 1,080 lakh. The balance 
of Rs 670 lakh is to be financed by the 
promoters, their friends and relatives. The 
issue is being jointly managed by Bank of 
Baroda, Bank of Maharashtra and Vijaya 
Bank. 

Pioneer Investcorp 

Pioneer Investcorp is engaged in the 
business of leasing, hire purchase and bill 
discounting activities and lease and loan 
.syndication. The company also provides 
services like corporate counseling, issue 
management, investment banking, capital 
market operations and underwriting and 
investment advisory services. Its investment 
hanking activities include both primary 
and secondary market operations. Merchant 
banking activities include corporate 
advisory services on capital structuring 
and the entire gamut of issue management 
'which include.*; pre-issue and post-issue 
management and private placement of 
securities and underwriting. The company 
has established itself in the syndication 
business and has been regularly doing 
business of more than Rs 100 crore in the 
past. The company is now entering the 
capital market with a public issue of 20 
*1akh equity shares of Rs 10 each at a 
premium of Rs 50 per equity share 
aggregating Rs 1,200 lakh including 
2,50,000 equity shares of Rs 10 each at a 
premium of Rs 50 aggregating Rs 150 lakh 
reserved for NRls The issue, slated to 
open on April 24, is being jointly managed 
by ITCClassic Finance, IndbunkMerchant 
Banking Services and Sterling Holiday 
Financial Services 

ANG Exports 

ANG Exports is setting up an expansion 
project for export of auto-components ol 
air brake systems for medium and heavy 
trucks and trailers. The company is 
already exporting auto-componeiits ot 
air brake sy.stems of trucks and lrailer.<> 
and hot forged bblts to US-hased 
companies. It has export orders in hand 
worth Ks 530 lakh for brake rollers and 
pins and hot forged bolts and hitch balls. 
To fund die project the company is entering 
Che capital market on April 24 with u public 
issue of 15.60,000 equity .shares of Rs 10 
each at par aggregating Ks 156 lakh. In 
addition, shares worth Ks 64 lakh are 
being offered on firm allotment basis to 
NRIs/OCBs, Rs 20 lakh to financial 


institutions and Rs 35 lakh to Indian mutual 
funds. The issue is being jointly managed 
by Imperial Corporate Finance and 
Services, Uttar Pradesh Financial 
Corporation and State Bank of Hyderabad. 

Rajesh Malleables 

Rajesh Malleables, engaged in manu¬ 
facturing malleable cast iron pipes, 
proposes to moderni.se its malleable 
casting division with technical assistance 
from Production Tcchnik GmbH of 
Oennany. The modernisation will enhance 
productivity and increase capacity hy 
1,000 tpa. The company has also 
commenced manufacture of rotomoulded 
plastic item.s like automobile parts, barrels, 
drums and toys besides undertaking 
custom moulding jobs. This is in technical 
collaboration with Bowdene Garden and 
Leisure Products with which the company 
has a buyback arrangement. The total 
cost of the project has been estimated at 
Rs 28.97 crore The company has export 
orders worth Rs 10.34 crore in hand. To 
part finance the project the company is 
making a public issue of 14 lukh equity 
shares of Rs 10 each at a premium of 
Rs 53 per share aggregating Rs 882 lakh. 
The issue, slated to open on April 27. is 
being leadmunuged hy Bank of Baroda and 
Market Cicators. 
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CURRENT STATISTICS 


£I»W Re$«ftr«h Fo«ml«i^ 


11ic infliitton rate in 1 *>94-V5 ha^ lUmcd owl to l)c lOper cent (provi.<iional)cciiii|>iiredl(»IOKf)orceiit(riiuil)in (he pi-eviou,H year. Baxed on the 52-week nwiigc i 
uidcx. the inflaiiutt rate wurk^ out tu 11 per cent against 8.2 pei cent in the preceding yeui. Yeai-cnd foreign exchange assets showed a rise otf $ 827 initlion j 
over the lust numtb and^ofS 5.M0 million over the year, partly due u> the depreciation ot the dollar vts-ti-vix the yen and the DM. Trade weighfed. the fup^e i 
<«tands deiireciated by about 7't per cent m nfuninal lenns. nut only by 15 |)er cent In real lemis over the level m March^ 1991. Officially permitted imports have i 
given a rillip to gold "and silver innow.s. their value cros.^inc $ 4 biiliou in 1994 at Indian prices As a i esuh. the 'havala* rale for the dollar has persisted gt Rs 35 
or -VO over the pa.si mx months With lum-POI. ini}x>ri.v galloping by uUuii .^2 per cent and cx|Hirt« rising by alxml 17 per cent, the trade detfcit is widening. 

Macroeconomic Indicators 


Indcit Numbers of Wbolemlc 
Prices (1981-82^100) 


Wciuhi.'! 


Mar 25. 
1995 


_ Vail at ion (Per Cent): Poiltt-to-Point _ . 

1994-95 199*1-94 1992-93 1991-92 1990-91 1989-90 1988-89 1987-88 


All (^>miWHliiic>! 

Primary Articles 
Hcaid Article.s 
Non-lu^id Article.^ 

Fuel. Power. Light and Lubricaiit.*^ 
Manufactured F^oducts 
F'vkxI Products 
Food Index (computed) 

All (\Hnmodilie.s (Average Bu.si.s) 
(April-March 25, 1995) 


Cost of Idving Indice-v 


lntiu.stnaJ Workers (1982=100) 

Uiban Non-Man Hnip (1984-85=100) 
Agn Lab (July 60 to June M=I00) 


Money and Banking (Rs crorc) 


Mar 17, 
1995 
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__ Variation _ 

Fiscal Year So Far _ 1993-94 

1994-95 1993-94 


1991-92 


Money Suptdy (M,) 511031 7420 (1.5) 

('urrency wilh I'ublic 102857 2817 (2.7) 

Deposits with Banks 405100 4491 (LI) 

Net Bank f'rcdil to Govl Secloi 220515 2588 (J 2) 

Dunk (Yedil lo (!omml Sector 279561 6216 (2.2) 

Net Foreign Exchange A.s.sets 72291 1581 (2.2) 

Re.s'ervv Money 168457 4315 (2.6) 

Nel RBI Credit !«> ( enire 100497 2995 (3.0> 

Scheduled ('ommeicial Banks 

l>ep(.vsits 365969 2988 (0 8) 

Advances 201696 4796(2.4) 

Noii-FV)od Advances 188542 5294 (2.8) 

liive.stmeii(.v 147899 -457 (-0.3) 
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11726(12.4) 
5904 (6.7) 

38216 (19.8) 
9291 (8.0) 
9127 (8.2) 
15131 (20.2) 


■noex rtiiimncni m uiausiriai 
ProducUon (I98()-81=I(H)) 

wcignts 

[NOV 

1994 

1994-95 

1993-94 

’ 

1993-94 

VJ 

1092-93 

iriation (1 
1991-92 

'ert ent): 

1990-91 

I-CaxA 
1989-90 1988 

Ciciieral Index 

100.0 

251.6 

236.5 (8.7) 

217.6 (4.1) 

LO 

2.3 

0.5 

8.4 

8.6 

Mining and Quanying 

11.5 

256.0 

223.8 (6.7) 

209.7 (3.1) 

2.5 

0.5 

0 9 

4.5 

6.) ' 

Manulactunng 

77.1 

242.3 

228 4 (9 2) 

209.2 (3.6) 

2.2 

2.1 

3.0 

9.1 

8.6 i 

Electricity 

11.4 

310.5 

304.1 (7.8) 

282.1 (7.5) 

7.3 

5.1 

8.5 

7.8 

10.8 ‘ 



Capital Market 


Naliunal Index (1983-84= I(K)) 


* iiiaikeis were clo.sed frtmi 11 lo 14 April 


Foreign Trade Ivb 


Exports; crtire 
US $ inn 
Imports; Rs crore 
US S mil 

Ni>n-P(JI. I’S $ mil 
Balance of 1 rade* lis m>re 
I IS S ntn 


Apt 10. 

Month 

Yeai 

1995-96 So l-ar 

1994-95 

iiud of Fiscal Yeai 

1995*> 

Ago 

Agt» 

Trough 

Peak 

Trirngh 

l>cak 

1994-05 

1993-94 

1992-93 

M65 

(-12.2) 

,3410 

3945 

(77.1) 

3316 

3484 

3233 

4604 

3261 

(-13.7) 

3779 

(65.71 

2281 

(-46.8) : 

1688 

(-11.5) 

1633 

1908 

(^>0.2) 

1618 

16V1 

1572 

2176 

1606 

(-12.2) 

1830 

(79.2) 

1021 

(-48.1) i 


mujiattve lor Pi.scal 
1994-95 I 


72929(17.3) 
2.3248(17,3) 
78620 (23.3) 
25062 (23.3) 
19953 (31.7) 
-5691 
-1814 


62181 (3L0) 
19825 (20.6) 
63780(11.3) 
20335 (2.0) 
15150 (4.5) 
-1.599 
-510 


69547 (29.5) 
22173(19.6) 
72806(14.9) 
23212(6.1) 
17456(10.6) 
-32.59 
-1039 


1991-92 


53688(21.9) 44042(35.3) 
18537(3.8) 17866 (-L.5) 
63375 (32.4) 47851(10.8) 
21882(12.7) UMIl (-19.4) 
15782(12.3) 14047 (-22.2) 
-9687 -3809 

-3345 -1545 


32553 (17.6) 
18143(9.1) 
43193 (22.0) 
24073 (13.2) 
18045(3.1) 
-10640 
-5930 



Mar3L 

Mar 31, 


Foreign Rxebange Reserves 
(exchidtng gold) 

1995 

1904 

Mt)iiih 

Ago 

R.^-cToie 

66028 

47626 

.3510 

rs Smn 

20816 

15176 

827 


1994-95 1993.04 


_VatwlBniPvy^r__ 

1992-93 1991-92 1990-91 1989-90 1988-89 1987-88 


784 


Hcomrmic aad PoUttciil Wmjldy Aprif 1^119 W 












Battalia! jSectbr ____ 

Sept Sapt _ManfaTWER_ 

EMtagclIatooriUiiMe 1994 1993 1994 1993 1992 1991 1990 1989 1988 1987 1988 


364>iM(y TWER ri98S«l(n) 

OBaMd on PB>AI Rata* withm bradceU) 

NoMiiial (43.19) (44.18) (44.99) (44 94) (43.87)49 89 64 08 7S.S2 7343 7942 8219 92.01 

Red (64 IS) (61.33) (63.SS) (S9 IS) (S6 S3) 64 24 74 69 78 70 77 52 84 S6 84 73 9213 


Moaihiy Avenge Annual Average Rate* 

_EaIss_____ 

Apr 14. Month Year Mar 31, Mar 31. 1995 1994 1994-95 1993-94 1992-93 1991-92 

199S Ago Ago 1995 1994 


Officul/RBlReterenceRateo/RaperUSS 31 37 31 37 31 37 31 37 31 37 31 37 31 37 31 37 31 37 25 97 2447 

Matket/FEDAI RatasAts per US $ 31 37 31 37 31 37 31 37 31 37 31 37 31 37 31 37 31 36 30 65 


Foreigii Direct Investment 


Foieisii Collaboration Ai»rovals 

__Approvals Involving Pofoiga Invc^ttnent 

1994 1993 1992 1991 1990 

(up to Dec) 

1994 ^ 
(up to Dec) 

1993 

1992 

1991 

1990 

Numbers 

1854 

1476 

1520 

950 

666 

1062 

785 

692 

289 

194 

Amount 

Amount of Foreurn Investment AoDToved 


Actual Flow of FDl 


1994 1993 

(up to Dec) 

1992 

1991 

1990 1994 

(up to Dec) 

1993 

1992 

1991 

1990 

RsGrore 

a 14190 

8860 

3890 

530 

120 

2970 

1786 

675 

351 

— 

US $ million 

4523 

2852 

1386 

215 

67 

947 

575 

240 

142 

- 

Foreign Aid (Rs crore) 

Apni-November 

1994-95 

1993 94 

1992 93 

1991 92 

1990-91 

1989 90 

1988-89 

1987-88 


1994-95 

1993-94 





(Actuals) 




Net Aid Receipts 

1053 

WSM 



WSSM 

5319 

5421 

3181 

2595 

2460 

Net Aid Inflow 

-1314 





1514 

2717 

1347 

110] 

1218 


Toniinn r 

April-January 
1994 95 1993 94 

1993 94 

1992-93 

1991 92 

1990-91 

1989-90 

1988-89 

1987 88 1986 87 

Tourist Amvals (000) 

15315 15115 

1871 3 

1820 8 

1781 9 

1613 7 

1765 0 

1619 3 

1513 5 

14919 


(1 3) 

a«) 

(2 2) 

(104) 

(-8 6) 

(9 0) 

(7 0) 

(14) 

(-) 

Foreign Exchange Earnings (Rs crore) 

- 

4572 

3989 

3318 

2444 

2386 

2054 

1856 

1607 



(14 6) 

(20 2) 

(35 8) 

a 4) 

(16 2) 

(10 7) 

(15 5) 

(-) 

(US $ million) 

- 

1457 

1302 

1356 

1362 

1433 

1418 

1431 

1309 



(119) 

(-4 0) 

(-04) 

(-5 0) 

(1 1) 

(-0 9) 

(9 3) 

(-) 


Bullion 


BuUIini Pites 

Apr IS, 

^ Month 

Year 

March 

March 

March 

March 

March 

March 

March 

March 


1995 

, Ago 

Ago 

1995 

1994 

1993 

1992 

1991 

1990 

1989 

1988 

Bombay Gold (Rs/lOgm) . 

4835 

4670 

4629 

4680 

4611 

4082 

4443 

3440 

3140 

3140 

3140 

t/mdon Gold (S/Oz) 

389 00 

383 00 

377 90 

386 70 

387 35 

330 34 

344 64 

363 39 

393 66 

390 27 

443 49 

Spread over Eondoiy(Per Cent) 

23 1 

209 

21 5 

200 

180 

21 9 

36 1 

53 4 

448 

61 3 

69 6 

Bombay Silver (Rs/Kg) 

6882 

6238 

7100 

6335 

7159 

5492 

8050 

6663 

6464 

6755 

6136 

London Silver (S/Oz) 

5 25 

4 63 

5 29 

. 5 18 

564 

3 63 

4 50 

3 97 

5 07 

S79 

641 

Spread over London (Per Cent) 

29 8 

33 6 

33 1 

* 213 

25 9 

49 1 

88 9 

171 8 

131 5 

133 V 

129 4 

EithMted bMparto 

1994 

1993 

1993 

1993 

1993 

1993 

1992 

1991 

1990 

1989 

1988 

(Official/Oaiidestiiie Tonnes) 

^v) 

Total 

Q, 

Q, 








Gold 

276 

221 

50 


48 

85 

260 

150 

170 

173 

135 

Silver 

2802 

3575 

1052 


875 

806 

17S0 

1360 

1300 

550 

250 


Balance of Payments Key ladicator^ (US $ nullioii) 



1993-94 

1992 93 

1991-92 

1990-91 

19*9-90 

1988-89 

1987-88 

1986-87 

1985 86 

Exports 

22700 

18869 

18266 

18477 

16955 

14257 

10420 

12646 

9463 

ImiXMrts 

" 23985 

23237 

21064 

27915 

24411 

23618 

19816 

17740 

17298 

Trade balance 

-1285 

-4368 

-2798 

-9437 

-7456 

-9361 

-7170 

-7320 

-7835 

Invisfbles (net) 

970 

842 

1620 

-242 

616 

1364 

2317 

2758 

2967 

Investninnl inoome 

-4002 

-342- 

-3830 

-3152 

-2928 

-1711 

-1337 

-978 

-776 

Pvttraiisfeiv 

^ 3825 

2774 

3783 

2069 

2281 

2653 

2698 

2329 

2305 

Current aopoiint 

-315 

-3526 

-1178 

-9680 

-6841 

-7997 

-4853 

-4^63 

-4845 

Captud aecQunt total (net) 

91E3 

4254 

4754 

8402 

6100 

6997 

4116 

3990 

4267 

Other fKiws* 

2148 

-243 

271 

2318 

938 

1442 

-731 

-101 

474 

Reserve use (minus means addition to reserves) 

-8868 

-728 

-3576 

1278 

740 

1001 

738 

573 

577 


* Iqcliidedi ddayed esipttft vecctpta aod errors and oitiuutioiis For the year 1992-9^* it aiso inUudes ecroTY and omissions arising out of dual exchange rales 
apiihcahlettoidtarttwLibcMcafased Exchange Rate Maiu^ernem Systems 

Nouts:(i) $it|krsm|g mmieral denotes mondi to which figiarei)^fes«eg,sutiersc»ipt^sunds for Apnl (ii) Figures in brackets are pcsrcontagevalriaticnis over 
the period specified or over the coapinble period of the previaus year (hi) means noi available/nol relevant 


BomeotiOidilPtolltkeWfi^ Ainril 15.1995 


785 























COMPANIES 


KPW BlMiVCll PMMidtfliM 


LML 

Capacity Expansion 

KANPUR^based Lx>hia Machines (UML), 
manufacturer of the Vespa brand of 
scooters, has come out of the ted. For the 
past two years the company was in loss, 
resulting fromtherecession in the economy. 
In 1993^94, sales rose by Rs 62.72 crore, 
operating profit by Rs 27.95 crore and net 
profit by Rs 32.47 crore. Depreciation and 
interest charges were up by Rs 23 lakh and 
Rs 3.43 crore. This was offset by increase 
in other income and non-operating profit. 
Imports were up by 55 per cent, while 
exports fell by 3 per cent. 

The company is a joint venture between 
the Singhanias and the Italian auto giant, 
Piaggio. The company has major expan¬ 
sion plans whereby the capacity of its 
current single product, the Vespa 150 cc 
scooter, would be increased in two 
stages to 2,40,000 from 1,70,000 by 1995 
and then to 3,60,000 by the end of 1996. 
The company plans to tap the export 
market through the dealership network of 
its collaborator, Piaggio, which implies 
that LML would not take up direct 
marketing and Piaggio would buy back the 
product for the export market and 
market it. In the domestic market, the 
company's market share rose from 7 per 
cent to 21 per cent. The company is to 
increase its range of vehicles with 10 new 
models to be introduced in the next three 
years. 

Piaggio is to transfer the tephnology for 
the new product line. The company 
proposes to introduce robotics and 
computer- aided manufacturing in the new 
plant for the expanded capacity of6,00,000 
scooters. The company has decided to 
concentrate on ^e scooter market and has 
dropped its plans to take up three-wheeiers 
and other puxKlucts. 

The two collaborators, who hold around 
25 per centeach of the equity, have decided 
to raise their stakes. And with a view to 
part-finance the expansion project, the 
company pian.s to make aright-cum-public 
issue. 

The debt-equity ratio fluctuated at 1..500 
per cent in 1991-92, 8,195 per cent in 
1992-93 and 90 percentin 1993-94. Short¬ 
term bank borrowing declined to 35 per 
cent in 1993-94 from 54 per cent in 
1992-93. Turnover ratio.< have increased 
in the past three years. While raw materials 
consumed to value of production declined 
in the same period, return on investment 


rose by 14 percentage points. Earning per 
share rose by Ra 7 in the year. 

PRAKASH INDUSTRIES • - 

Export Awards 

Prakash Industries, with units in Uttai 
Pradesh, MadhyaPtadesh, Puiy ab andOissa, 
is in the PVC pipes, picture tubes, video 
magnetic tapes and sponge iron industries. 
It declared a dividend of 27 percent for the 
year. Sales were up by Rs 94.5 crore, 
operating profit by Rs 17.86 crore and PAT 
by Rs 10.19 crore. Depreciation was up by 
30 lakh, and interest charges by Rs 8.80 
crore. Though other income fell by Rs 1 
lakh.non-opcratingsuipluswasupbyRs 1.93 
crore. Both exports and imports were lower. 
Imported raw materials accounted for 37 per 
cent of total raw materials used. 

Quality control, better product mix and 
marketing efforts helped the company’s 
picture tube division achieve impressive 
growth. The division’s turnover grew by 29 
percent over the previous year. Tocapitalise 
on the upward trend in the TV picture tube 
market, the division commissioned its TV 
picture tube plantat Pithampura. Thedivision 
was awarded ISO 9002for excellence of the 
quality of its picture tube. This has given 
the (xxxluct a competitiveedge in the market. 
The PVC. pipe division maintained its 
position as the largest manufacturer of PVC 
pipes in northern India. It executed deemed 
export orders for the West Bengal andl B ihar 
governments. Its turnover was higher by 40 
per cent. The video tape division ha;; been^ 
concentrating on exports and is exploiting 
to UK, US and east Asia. The division was 
awarded the ELdNAceitificateofmeirit ti|r 
its: export performance in 1992-93. A s hicld 
has alsobcen awarded for export peifonr lance 
by the Export Promotion Council. The 
division is also catering to the deman id of 
video tapes in the domestic market. The 
1,50,000tpa sponge iron project at Champa, 
in Madhya Pradesh, was commissioned and 
operations have commenced. The plant, 
based on SL/RN technology of Lurgr of 
Germany, has achieved 92 per cent 
meulliaation and is operating at over l^OD 
per cent capacity utilisation. The power 
generation plant is doing well. Mining u nd 
iron ore crushing were also operating at 
optimum capacity. The company has 
commissioned a steel melting furnace during 
the year. 

The company plans toenter Che wind powe r 
sector. It has installed 40 wind milla 
each of 250 KW capacity at Muppandal in 


Tamil Nadu. The total generation eapadty 
is Id be memsed to 40 MW. The company 
is also planning to undertake a forward 
integration project for manufij^ture of 
stainless steel and set up hotioUingnictlities. 

SHAW WAIXACE 

Diversification Plans 

Shaw Wallace and Company, the Rs 600 
crore liquor giant, has declared a dividend 
of 45 per cent for 1993-94. Net sales 
were up by 40 per cent (Rs 160.26 crore), 
operating profits by 76 per cent (Rs 28.26 
crore) and net profit by 280 per cent 
(Rs 40,03 crore). A rise of 160 per cent 
(Rs 28.17 crore) in other income and 
Rs 6.03 crore in non-operating surplus 
coupled with nil taxation and a decline of 
83 per cent in interest charges helped in 
keeping themargins high. Exports increa.sed 
by 73 per cent. 

The agricultural inputs division recorded 
the highest profit in the year. The basic 
manufacturing capacity at the Haidia 
factory was fully utilised. Demand for the 
insecticide Acephate has been high and to 
meet this the company plans to expand its 
capacity at Haidia. Partial decontrol of 
supciphosphate f^iliserproved favourable 
and contributed substantially to the 
company’s margins. Modernisation of the 
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Mwch 

1993 

nasi; 

1994 

27«7i 

20800 

23047 

2S290 

20463 

23479 

992 

859 

34 

29282 

21322 

22333 

17?53 

13489 

12137 

926 

743 

4332 

1892 

1477 

467 

3248 

2945 

1470 

5463 

2668 

3927 

2075 

1732 

1870 

3706 

436 

2230 

1066 

1043 

274 

2640 

^7 

1975 

0 

0 

0 

2646 

-^7 

1975 

0 

0 

652 

2640 

-607 

1323 

4135 


2627 

1448 

-ym 

7048 

5027 

9998 

18336 

5491 

5438 

3292 

2087 

2308 

2986 

14606 

13979 

21333 

8504 

7441 

2233 

S843 

4262 

3027 

24179 

22663 

36106 

6967 

5146 

1214 

7724 

3065 

.5118 

941 

973 

1063 

l\% 

2325 

«i33 

114.4 

91.8 

61.1 

171.9 

133.7 

70.4 

519 

21.9 

18.1 

U.3 

1.9 

6.2 

13.4 

2.1 

10.2 

19.7 

12.8 

17.8 

9J 

-2.9 

M 

0.0 

0.0 

0.0 

47^ 

-497.5 

30A 

0.00 

0.00 

27.00 

6J8 

-1.58 

7.52 

13.5 

0(3 

36.8 

21.3 

-53.8 

24.9 

90.0 

8195.1 

189.5 

35.7 

54 JE 

82J 

275.7 

201.7 

133.8 

24.5 

48.2 

9.1 

6.7 

7.2 

Z1 

. 4.3 

U 

29.1 

37.10 

7.37 
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1 N^Mlef 

2 VdqeafymdocitiiHi 
S OlheriMMiie 

4 fdlMf 

5 iUw Brteiials/iUwM iiid t|»afef 


^ Other MMifaotiiriiig €3^1^^ 

7 Remoimtioe to emp^ 

8 Other expeues 

9 Operattmg profit 

10 Inteieft 

11 Gross profit 

12 Depieciation 

13 Profit boforo tax 

14 Taxpiovinon 

15 Profit ofiettax 

16 Dividends 

17 Retained profit 


18 PanMip capita] 

19 Reaerves and mirplus 

20 Long tenn loMis 

21 Shoft tenn loans 

22 Of whieh bMk boitowiags 

23 Oioas fixed aaseu 

24 Accu n mi a ted depreciation 

25 Inventofies 

26 ToUl aaaets/liabihties 


27 Excise duty 

28 Ofou value 1 

29 Total fbieiga exchange income 

30 Total foreign exchange outgo 


31 Turnover ratio (shies to total assets) (%) 

32 Sales to total net asaeta (%) 

33 Gross vahle added to gross fixed 

aaseu (%) 

34 Return on Investment (gross profit 
to total asaeu) (%) 

35 Orosi profit to sales (gross migtn) (%) 

36 Opeiai^ profit to sales (%) 

37 Rrofit befoie tax to sales fA) 

38 Tax provision to ppefitbefoie tax (%) 

39 AEolltnRcr lax most worth 
(ietunioneqin4y)(%) 

40 Dividend (%) 

41 Earning ipershaie (Ra) 

42 Bonk xahis per share (Rs) 

43 IVE stub (based on lat^ and 
cofvosponding last year's price) 

44 Debt^egidty iitio (adjusted for 
ievnlittnkHi>(«) 

45 Short lem bi^ bdrrowiags to 
invmnofies (%) 

46 Sundry crodkofi to sundry debtors (%) 

47 Total ronuamiHikm ro en^doyees 
to gross value added (%) 

48 Total asinunentioa to eai|doyees 
to vnhieof produotiiHi (%) 

49 Chon Itod aaseu |pfntttioa(%) 

50 Growth in iaveaiQsiei(%) 
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1S17 

4217 

12923 
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2632 

21939 

1985 

303t 

29195 


39975 
304 
2351 
11874 
6522 
153 
6911 
1480 
5431 
. 0 
5431 
1073 
4358 

2386 

14646 

2455 

11725 

5005 

12511 

3358 

3539 

46387 


28816 

297 

2153 

7381 

3696 

909 

2726 

263 

2463 

1035 

1428 

835 

593 

2386 

10432 

2922 

3097 

2728 

10032 

1806 

2709 

29486 


12166 

3854 

923 

3198 

4888 

1378 

3597 

524 

3073 

51 

3022 

474 

2548 

1225 

27123 

.6468 

3126 

1575 

13440 

1559 

7291 

42156 


16083 

17034 

311 

17345 

7416 

2976 

631 

2254 

4068 

805 

3425 

307 

3118 

500 

2618 

355 

2263 
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4060 

2867 

5376 

3689 

7555 

1034 

3584 

17075 


15694 14592 

15381 14910 

355 372 

15736 15282 
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3339 

2891 

923 
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1005 

60 

945 

115 
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462 

4639 

6258 

2123* 
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13653 

4587 

2784 

15769 


7931 

nil 
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3066 

2496 

911 

1575 

800 

775 

225 

550 

102 

448 

460 

3803 

4871 

2174 

1971 

10814 

3687 

3133 

13144 


396 

2617 

1233 

4807 

3328 

9685 

1474 

1055 

2762 

5815 

1006 

99 

0 

5940 

5086 

4183 

0 

5054 

3959 

1658 

0 

3736 

3547 

912 

0 

3163 

3052 

914 

43.! 

48i 

120.8 

1^.6 

135.7 

'-A ^ 

50.9 

56.6 

94.2 

123.6 

99.5 

116.4 

111.0 

129.0 

11.9 

77.4 

5!L0 

44.2 

66.9 

274 

29.2 

4.1 

9.5 
17^ 

7.6 
0.0 

14.9 

12.3 

11.6 

9.7 

0.0 

9.2 

6.8 

9.2 

6.2 
424 

8.5 

16.8 

22.8 

144 

1.7 

20.1 

214 

254 

19.4 

164 

12.4 

12.5 
18.4 

6.4 

6.0 

120 

10.8 

17.1 

54 

29.0 

13.8 

23.00 

3.26 

33.2 

31.9 

43.00 

22.76 

44.0 

11.1 

4340 

5.98 

53.7 

10.7 

50.00 

24.67 

230.4 

54.9 

50.00 

3647 

65.5 

18.5 

25.00 

20.45 

107.6 

12.9 

25.00 

11.96 

89.5 

8.4 

4.8 

0.0 

33.2 

34.7 

18.1 

33.5 

214.2 

23.4 

228 

229 

61.7 

125.9 

1184 
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oofisuinerpixxluctsclivUionjds^ helped. Both 
soap and detergent categories achieved 
significant growth. 

The liquor business did very well for the 
year. The company is the largest exporter 
of Indian- made foreign liquor in the country. 
Despite decontrol of molasses, production 
at tfaecompany*s units remained satisfactory. 
To expand the production base in liquor, the 
company acquired a controlling interest in 
FfimpasarDistillery in Karnataka during the 
year. A separate L and C division has been 
formed to boost the growth of the wines and 
spirits business. Beer being a growth area, 
the company made investments to increase 
production capacity of the division. The 
company acquired a controlling interest in 
Central Distilleries and Breweries in Uttar 
lYadesh and East Coast Breweries and 
Distilleries in Orissa. 

Andaman Plantations and Development 
Corporation, Detergents India, Maharashtra 
Distilleries, Shaw Wallace Gelatines, Shaw 
Wallace and Hedges Group in Sri Lanka are 
the company's subsidiaries which have 
registered good results, while Shaw W allace 
and Company, Indian East Company, Sica 
Breweries, SKOL Breweries and Cruick- 
shank and Company did not do well because 
of stiff competition, sluggish market and 
recessionary conditions. The Calcutta 
Chemical Company is being revived with 
the plant being modernised and with 
capacities being expanded. 

The company's diversification plan 
include entering into areas of travel and 
tourism, real estate, consumer electronics 
and financial services. 

UNITED PHOSPHOROUS 

New Projects 

United Phosphorous is the only manufacturer 
of complex organophosphatc pesticides fmm 
rock phosphate in the world. White 
phQsphorou.s and phosphorous compounds 
are primarily used in the manufacture of 
pesticides. The company is a major supplier i 
to other firms in the pesticides market: half 
of the Indian pesticides market being | 
phosphorous based, the company has cost 
advantages over its competitors since it is 
an integrated producer. 

Net sales were up by 33 percent, operating 
profits by 20 per cent and net profit by 15 
per cent. A 32 per cent rise in other income 
and an 89 per cent fall in taxation was offset 
by a rise in depreciation by 70 per cent, 71 
per cent in interest charges and a 46 per cent 
fall in non-operating surplus. Debt-equity 
ratio fluctuated at 49 per cent in 1991-92, 
60 per cent in 1992-93 and 22 per cent in 
1993-94. Short-ieim bank bofrowings fell 
drastically by 82 percentage points in the 


year. Return on investment fell by 3 
percentagepointsin 1992^93 and by afurther 
12 percentage points in 1993-94. Earning 
per share fell from Rs 39 in 1991-92 to Rs 
36 in 1992-93 and Rs 24 in 1993-94. 

The company made a rights issue of 17 
per cent PCDs of Rs 200 each in the ratio 
of ] :2.It also made a$5S million euro issue 
of GDRs. Consequently the share capital has 
increased to Rs 1,225 lakh. At the Anldeshwar 
unit, a plant was installed for the manu¬ 
facture of phospbamidon and DDVP with 
a capacity of 1,000 tpa. These were added 
to the existing range of pesticides. A new 
[>esticide plant for manufacture of various 
agrochemicals was set up at Ankleshwar. 
Plans to set up more plants for manufacture 
of various chemical intermediates and 
pesticides are being considered. At the Vapi 
unit the company successfully completed a 
plant for metaphenoxy bcnzaldchyde. This 
intennediatc is used by the company for 
manufacture of fen velrate and this i.s a 
backward integration project. The company 
has also undertaken a project for the 
manufacture of a new pesticide and herbicide 
which has a high export potential. 

An expenditure of Rs 85 lakh was incurred 
by the company in 1993-94 on R and D 
activities. In-housc development of 
technology and new intermediates were the 
key areas of activity. 

SUDARSHAN CHEMICALS 

\ 

Bright Prospects 

Sudarshan Chemicals is a Maharashtra-based 
company manufactures inorganic pigments, 
organic pigments, dyestuffs, intermediates 
and pesticides. The company has two 
manufacturing units at Pune and Roha. In 


1993-94 net sales wm tip by 7 p«f cetkk 
operating profit by 15 per centand net profit 
by 71 percent. Fall in other income and non¬ 
operating profit and increase in interest 
charges and depreciation were offset by a 
substantial fall in taxation. Exports weie 
higher by 16 percent, while imports increased 
only by 5 per cent. A dividend of 25 per 
cent was declared for the year. 

Earning per shate was up from Rs 11 in 
1992-93' to "Rs 20 in 1993-94. Retuin on 
investment fell by 8 percentage points in 

1992- 93 and rose by 1 percentage point in 

1993- 94, Consumption of raw materials was 
lower by 6 percentage (n^ints. Short-term 
bank borrowings fluctuated at 54 per cent 
in 1991-92, & per cent in 1992-93 and 18 
percent in 1993-94. Sales to total assets and 
sales to gross fixed assets have fallen in the 
past three years. Inventories to sales also fell 
during this period. 

The company’s project at Mahad was 
completed and commercial production of 
organic pigments commenced. A ma|or 
portion of the production is to be exported. 

The pigment business picked up well in 
the domestic market. Sales of pesticides 
stagnated due to deficient and eiTatic rainfall 
in the soutjiern parts of the counliy. With 
the increasing demand foi the company’s 
pigments and with pesticides demand also 
increasing, the company expects to do well. 

An expenditure of Rs 13.17 million was 
incurred on research and development 
activities in 1993-94. Improvement in the 
quality of existing pigments and development 
of new pigments, modifications in the 
existing pigments lor meeting cusiomers’ 
requirement, development of newer grades 
of Pearl Pigments gnd pnx^es.s improvisation.s 
were some of the activities undertaken in the 
year. 


MD 


TRIBAL SITUATION AND DEVELOPMENT IN CENTRAL INDIA 

Editor 
S K Tiwari 

This edited volume ettempts to introduce socio-economic reeiities of tribel 
communities of India's largest tribal state, Madhya Pradesh situated in 
Central India. The book also discusses the geographical location of various 
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Elections ynHh a DifiFeraice 

Tibk D Gupta 


What decisively tilted die balance in favour of the Janata Dal and its 
allies m the assembly elections in Bihar was the overwhelming support 
of the rural poor. This support is not easy to explain considering that 
the Laloo Prasad government had done little in its five-year term to 
ameliorate the condition (f the poor in the Bihar countryside. At the 
same time, while the vast majority of the poor Biharis who backed the 
Dal belmg to the subordinated castes among the Hindus and Muslims, 
polarisation along economic lines is taking place among the electorate. 


1 

BIHAR continues to be an enigma to the 
rest of India. While governing parties in all 
other major states that went to polls in the 
recent months tasted defeat in Bihar the 
ruling Janata Dal and its left electoral allies 
scored a stunning victory over its rivals. 

The extent of the Dal’s success in Bihar 
has indeed exceeded even the expectations 
of most of its leaders except chief minister 
Laloo Prasad Yadav. All along during the 
poll campaign, Yadav was insisting that his 
party and its poll partners would get a two- 
thirds majority. Eventually, the tally of the 
Dal and its allies fell only just a little short 
of the chief minister’s projection. 

The major opposition parly in the last 
assembly, the Congress, has been decimated. 
The party, which had 71 members in the 
previous legislature, now has only 28 
representatives in the new assembly. More 
pertinently, it now has a notable presence 
in the Jharkhand region alone This region 
has sent half of the Congress ML As to the 
new house. The BJP, the other major 
contender for power in the state, fared only 
a shade better. While the party was victorious 
in 39 constituencies in the 1990 elections, 
it won one seatmore this time. It is, however, 
noteworthy that, following the Karnataka 
example, the BJP has replaced the Congress 
as the main opposition party in the Bihar 
legislature. 

A closer perusal of the election results 
reveals that the BJP has done well in two 
specific regions. One, it has been able to 
retain its position in the Jharkhand region 
from where more than half of the 40 MLAs 
of the party have been elected. Secondly, the 
Hindutva force.s have scored important 
victories in the north-east extreme of Bihar 
bordering West Bengal and Bangladesh. 
Bvidently, playing up the Bangladeshi 
infiltrators issue has yielded electoral 
dividends for the party.fiesides, theB JPhas 


also captured most of the major urban 
constituencies in the state including all the 
three Patna seats at stake. 

As for the countryside of mainland Bihar, 
the BJP suffered a number of setbacks in 
central Bihar as well as in the north Bihar 
plains. Nevertheless, it would be imprudent 
to belittle the limited success achieved by 
BJP. Even in rural constituencies where the 
party to.st to the Dal and its allies, usually 
by big margins, it ha.s in many instance.s 
overtaken the Congress to emerge as the 
main challenger. 

The announcement of the results of the 
elections in Gujarat and Mahara.shtra even 
as the elections in B ihar were going on might 
have helped to improve the BJP’s pro.spects, 
particularly in some urban areas. But moi-e 
fundamentally, the collapse of the oldest 
national party across the country has created 
sufficient space for the party at the right end 
of the political spectrum. In regioas borden ng 
Bangladesh and in the urban constituencies 
with a record of communal clashes, the BJP 
has received a favourable response for its 
saffron politics. But in rest of Bihar, the 
party seema io have made an initial 
breakthrou^ ipArticulating the worries and 
anger of the upper caste rural propertied 
classes striving desperately to defend the old 
and weakening semi-feudal order. 

The new-born Samata Party,Che brainchild 
of George Fernandes, had been hailed, at the 
start of the poll campaign by a section of 
the media as the most potent challenger to 
the ruling Janata Dal. But the party turned 
out to be a complete flop. Essentially 
conceived as another backward-minority 
coalition minus the Yadavas and led by a 
section of Kurmi and Koiri neo-rich, the 
Samata Party hoped to rope in a substantial 
section of upper caste voters by projecting 
amoderate idnd of backward politics. In the 
final count, the party stood neither here nor 
there. The backward castes, including even 
a section of Kunnis and Koines, became 


suspicious of the party’s hobnobbing with 
the upper caste rural gentry. The forward 
castes, on the other hand, did not trust this 
new backward coalition and chose to back 
the traditional upper caste-dominated parties 
like the Congress and the BJP. 

As the major left party in the state, the 
CPI, and its junior partner in Bihar, the 
CPI(M), allied with the Janata Dal, the left- 
wing challenge to the ruling party came from 
the CPI(M-L) group led by VinodMishra. 
The CPIfM-Lys alliance with the Samata 
Party, a more rightwing formation in terms 
of its social base compared to the Bihar 
Janata Dal, however, failed to click. The 
party, while losing all but one of the seats 
it held in the last assembly, won in five 
new constituencies to keep its scorecard 
intact. Significantly, for the rirst time the 
CPI(M-L) group bagged two seats in the 
north Bihar plains in the face of a pro-Laloo 
Prasad wave to indicate the growing spread 
of the agrarian movement beyond the 
traditional Naxalite strongholds of south 
and central Bihar. 

The CPI(M-L) group has reason to be 
satisfied with its electoral show, though its 
performance fell far below its somewhat 
exaggerated expectations. Among airpaities, 
the CPl(M-L) had to face the maximum 
hostility from an administration organically 
connected with the big landowners. 
Additionally it had to face a situation where 
a substantial section of the toiling rural 
masses, who have been mobilised by the 
parly in agranan struggles, opted for the 
Janata Dal at election time. Further, the 
CPI(M-L) fought the elections solely on its 
own strength, compared toCPI andCPI(M). 
Given these circum.stances, it may be sard 
that the party did fairly well in a rather 
difficult situation. 

Having said this, it needs to be pointed 
out that its unprincipled attempts to forge 
an alliance with a patently right-wing 
formation, though with socialist pretensions, 
articulating the aspirations of non-Yadav 
landed interests, smacks of a kind political 
opportunism so commonly witnessed in the 
Indian communist movement in the past 
Besides, in its anxiety to defame and dethrone 
the Janata Dal, the CPI(M-L) group along 
with other opposition partic*^' became to an 
extent tacit supporter.^ of, if not willing 
collaborators in, the arbitrary and biased acts 
of the chief election commissioner in B ihar. 

n 

What could be the reasons for the 
convincing victory of the Dal and its allies 
in spite of the poor record of governance of 
the Laloo Prasad regime. The opposition has 
predictably alleged that massive poll rigging 
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the fuliAg pmy ill coimivAiip^ with the 
officdiU Uec bebuid Y«div*g poO fuccess. 
Uii&iitiiii«ldly far the ad veisa^ 

^ef tbia lineof thtnkiiig haafew 

buycrajavoi urithia the natioiial teaikrahipa 
of thoaa vanquished parties. It is, of course, 
aquitebgitimateoppositioo tactic to attempt 
to gain'maximum political mileage 1^ 
focusing 00 the reid or imaginary poU 
malpractices of the ruling party. But it may 
malm the opposition even more vulnerable 
if theseparties fail to grasp the true meaning 
of the pei^'i mandate in Bihar and start 
believuig in thdr own propaganda. 

An aiqiaieiilly mote rational explanations 
would attribute the Dal's landslide victory 
to the Muslim^Yadav (M-Y) card played to 
pesrfoctionby the chief minister. Though the 
bulk of Muslims and Yadavs did vote for 
the Janata Dal, this too cannot folly explain 
Da]*s victoiy, if only because these two 
categories taken together constitute less 
than 2S per cent of the state’s population. 
Moreover, it bad become evident in the last 
one year that the Muslim vote bank was 
beoomiog less willing to honour all the 
cheques issued by Laioo Prasad Yadav. 
The fact that five Dal ministers lost the 
elections in the Pumea-Kishangunj region 
having the highest Muslim concentration 
in the state confirms this. As for Yadav’s 
casmmen, they were also not that united 
behind the Janata Dal as during the 1990 
polls. In this connection, it is instructive 
to note that a sigiu5cant number of Yadav 
candidates, cashing in on their caste 
brethren’s support, have won the recent 
polls also u BJP, Congress and independent 
nomiiiees. 

.What seems to have decisively tilted the 
balance in favour of Dal and its allies is 
the overwhelming support of the rural poor 
extended to them. It is indeed difficult to 
explain this support considering that the 
Prasad regime has done precious 
little daring the last five years to even 
partially ameliorate the sufferings of the 
underdogs in Bihar countryside. The land 
reform measures crucial for the upliftment 
of propertyless classes were neither 
attempted to be carried out earlier nor were 
they promised in the Dal’s manifesto fen* 
the recent poll. The*slipshod and corrupt 
state administration also ensured that the 
bulk of poverty alleviation funds continue 
to be pocketed by various vested interests. 

The answer to this riddle may be found 
partly in Laioo Prasad Yadav’s projection 
of hWf^ as a man rising from humbk 
origins who could be identified by the 
common masses as one among themselves. 
An able oommomcator with somemasleiy 
over folk language, the Bihar chief minister 
has in fact relentlessly sought to establish 
hU pro-poex credential in hundreds c^mass 
me^gs across the state in the last few 
years. And the p^le, oppressed by a 


snffocatfag semi*feodal(miQi4^ 

andlarge ^ men of supcriorpedigiee, have 
for (he moment come to trust this mao who 
spit venom against the upper caste landed 
gentry, though witiiout implementing any 
land rodistribution^lKrograiiuiie. 

That this *garib’ rhetoric of Laioo Prasad 
Yadav is mostly an eyewash and that he 
essentially remains a shrewd representative 
of the neo-rich among the backward castes 
are besides the point. What was electorally 
significant is that the toiling inasse.s in the 
Bihar villages for the time being accepted 
this man as a messiahof the poor and voted 
for him. Even more revealing was the 
animosity of the upper caste rural gentry 
towards the chief minister, who was accused 
of destroying the social peace that had 
presumably prevailed in Bihari society. 

Nevertheless, it would be preposterous 
to suggest that clever propaganda alone 
could win over the rural masses to the Dal ’ s 
side. Admittedly, no tangible economic 
gain has accrued to the rural poor under 
the Janata Dal dispensation. But change 
has come about during the last five years 
in a large number of Bihar villages in the 
shape of increased human dignity for the 
rural underclass. Uimervcd by the garib 
rhetoric of the chief minister, the landed' 
gently has been forced to give up practising 
some of the more naked forms of semi- 
feudal oppression. And the resultant sense 
of acquired 'ijjat’ felt by the poor inspired 
them to throw their weight behind the chief 
minister. 

It may well be aigued that the grossest 
manifestations of tik semi-feudal abuses 
were, in any case, already on the wane because 
of the slow but sure growth of capitalist 
relations in agriculture even in backward 
Bihar. One can legitimately also point out 
that the agrarian movements led by the far 
left in particular have gone a long way to 
reader some prestige to the dispossessed 
classes. Yet itremains a fact that beyond the 
pockets of left influence in the state, popular 
perception has given Lxloo Prasad Yadav 
the credit for giving voice to the long- 
suppressed silent majority. 

Lmking back, it can be noted that faced 
with a fracture in the backward castes 
coalition agd diminished returns from the 
Mandal card, Laioo Prasad and his Dal 
changed gears quite some time back to 
prop up the rural poor plank. The desertion 
of the Kunni-Koiri elite from the Janata 
Dal camp and the formation of the Samata 
Party revealed a split in the backward 
alliance. And with the virtual embargo on 
fresh govemmentemidoyinent in a bankrupt 
state like Bihar, the reservation issue was 
obvious-ly losing its sbioe. No wonder, the 
spectacular Patna rally organised by the 
Dal in lastOctoberwaschristened the garib 
rally to send the appropriate signals across 
the state. 


1hattheviMitta}i^ 

have backed the tM and its partners alee 
belong to (be auboidtiiated castes among 
Hindus and Muslims is, of course, a fam. 
But that does not take away from the 
polariaation almig economic Ikies that is 
increasingly taking place among Che 
electorate. Significantly,BihariMusItini of 
superior pedigree - the Sheiks, Saids and 
Palhans-aieshowing growingdiainclinilion 
to back the JanaU Dal. The landed gentry 
among them are annoyed with the chief 
minister for the govenunent’s allegedly soft 
attitude towards the agrarian movements 
being waged in the state. Besides, these 
sections as well as the backward elite are 
also feeling somewhat shaken by the garib 
rhetoric letloose by their very own political 
representative, Laioo Prasad Yadav. On the 
other hand, the poorer sections of the 
Muslims - the weavers, butchers and other 
artisan groups - as well as those of the 
backward and scheduled castes are with the 
Dal at this point of time. 

The support of the rural poor to the Dal, 
ironically, )ias also eroded the support base 
of its left rilies, the CPI and the CPI(M), 
though the CPI, the bigger among the two 
established left parties, has increased its 
taUy of seats, benefiting from the pro-Laloo 
Prasad current. The CPI(M), however, could 
not iqiprove its position in the new assembly, 
in spite of tbe favourable situation. And that 
should be acauseof concern for tfaeCPl(M)’s 
national leadership striving unsuccessfully 
to make inroads into the Hindi belt since the 
Salkig Plenum of 1978. What should in 
particular be worrisome for both the CPI and 
CPI<M) in Bihar is that their proletarian 
organisations are becoming more and more 
dependent on a bourgeois party with every 
passing election. 

Rural poor support to tbe Dal apart, the 
opposition parties ’ strategy of concentrating 
their fire against the chief minister ideally 
suited the game plan of a man who ranks 
high in image-building and low in 
pcrfonnance. The targeting of an individuiti 
as the principal enemy was in a way also 
a grudging recognition on their part of the 
pre-eminent sole of Laioo Prasad Yadav in 
Bihar pcditics. 

Anumber of consequences followed from 
such a strategy. For one, the voters looked 
around to see whether a more charismatic 
leadm* than Laioo Prasad Yadav was os the 
horizon. They found none. Secondly, it 
robbed the opposition parties of their distinct 
colour and 1 ^ of them got clubbed together 
m thepublicmind as just ’anti-Lalooforo^' 
And alxivc all, it allowed tbe chief minister 
to distract the voter’s attention from crucial 

iasues and turn fee election inm areferendum 

forjudging his personal popularity, in any 
case, it was interesting to note how fee rule^ 
of fee hdim electorid game hkve changed 

wife feecontinuoos decline of the Congress 
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any tidk c^Mn^Congm bfte«4» 
electoml tnetica in vogue dieae day* i$ to 
cooaplidale anti^B JP voces in one state and 
aoti^Janaia Dal votes in another^ 

m 

It was not that the anti-cstaUiduKientinood 
of the electorate* witnessed in Che other 
states going to polls, was not visible in 
Bihar. But three qualfications require to be 
made to bring out the peculiar nature Che 
ahti-establishment trend among the Bihari 
voters. Rrst, this trend assumed an anti- 
sitting MLA undercunent, cutting across 
party barriers. Secondly, the trend was more 
conspicuous among the comparatively vocal 
and well-off sections of the electorate. 
Thirdly, the resentment against ministers 
and sitting MLAs was mainly related to their 
failureto bring development projects to their 
respective constituencies. 

Before we probe a little deeper into the 
anti-sitting MLA trend, it may he useful 
to fecord that the election results did confirm 
the prevalence of such a trend in Bihar. A 
rough calculation shows that in the 307 
seats for which results have been declared 
so far around 170 sitting MLAs have been 
defeated. All tlye major contesting parties 
were affected by this trend, to a lesser or 
greater degree. 

So far as the Dal and its allies are 
concerned, the pro-Laloo Prasad current 
among the poorer sections to a great extent 
neutralised the anti-establishment trend. 
Nonetheless, the Dal and its partners could 
not altogether escape its impact. Thus, 14 
ministers of Laloo Pmsad*s previous cabinet 
lost the elections. The CPI, while winning 
a number of new seats, also failed to retain 
many of its strongholds and the former 
leader of its legislature wing was afn^>n£ 
those defeated. 

In the case of opposition parties against 
whom the pro-Laloo Prasad current and the 
anti-establishment trend got combined, the 
results were devastating for their incumbent 
legislators. The Congress was the greatest 
loser. Among7l Congress MLAs in the last 
house, no more than 10 could retain their 
seats. As for the BIP, half its sitting MLAs 
who got renomination lost the battle. And 
as we have mentioned earlier, ail hut one 
of the former MLAs of the CPI(M-L). who 
had won the last election under the IPF 
banner, {suffered defeat. 

Various explanations have been offered 
for the anti-establishment mood among die 
voters in the recent state assembly elections. 
The Congress leadership insists that the 
election results reflect the voters* vetdicton 
the performance of the state governments 
and notfaingmore needs to he read into them. 
The Left parties, on die other hand, claim 
that the results indioite a rejection of the 


oantfc^i aati^-people economic iMi^. 
The BJP.hai interpreted the and-estaUisli* 
ment mood as a sign of the urge among the 
electorate to hand over the reins of power 
10 the party. 

In Bihar's case, H appears that the anti- 
establishment mood had a good deal to do 
with economics. The vocal sections of the 
electorate were angry with mtnisters and 
MLAs for their inability tokeep theunqUeen 
prcrniises they had made. If in one case it 
‘was their failure to open a sick state sector 
sugar mill or build promised roads, bridges 
and power and iirigatkm projects that caused 
voter resentment, in another it was their 
failure to provide employment to local 
people, ensure power supply or bring funds 
to rejuvenate local cottage and small 
industries. 

It would he simplistic, however, to inter¬ 
pret the votc^* wrath against ministers and 
MLAs as a rejection of the current policies 
of ‘liberalisation and globalisation*. On the 
contrary, at the present level of voter 
awareness in Bihar, it would he proper to 
recognise (hat the electorate was, by and 
large, opposing the immediate effects of the 
new economic policies rather than the 
underlying causes. The electorate seemed 
hardly aware that the declining capacity of 
their elected representatives to bring 
government funds for agriculture, industry 
or infrastructural sectors bad something to 
do with the policy changes effected at the 
highest levels. 

Thus we were witness to a spectacle where 
the ministers and MLAs were being held 
responsible by the voters for non-develop¬ 
ment of their constituencies. Little did th^ 
know that large government investment in 
power or irrigation projects as well in 
agriculture and industry had become a thing 
of the past under a new economic order 
guided by World Bank-IMF wisdom. To put 
it briefly, if the Bihar experience is any 
indication, it wa.s in a sense the play of the 
pre-liberalisation aspirations of the electo¬ 
rate in the post-liberalisation era that wreaked 
havoc on the electoral fortunes of many 
ministers and MLAs. 

One is not sure why this anti-establishment 
mood was less observed among the poorest 
sections of the Bihari population, worst 
affected though they are by the steep rise 
in prices of all essential commodities. 
Possibly their emotional satisfaction in 
achieving amodicum of human dignity under 
the Dal dispensation offset to a great extent 
the hardsh^is experienced by them in their 
daily lives. It mgy also be that for many 
among them, struggling for survival at a 
helow-suh)sisrence level, development 
issues are not yet on the agenda. But these 
are mere conjectures and a rigorous study 
is called for. 

If the Bihar exparienee has any wider 
validity, it may reveal how the economic 


art diani|itiilg; the old 
patronage links that suataiodd the 
ccmvoadcmalliidSan political system 
dlatrflmlionQf*dcvek>pim ftmds.Itwottld 
then also lay bate lie fact that with the 
shrinkage and eventual withdrawal of state 
investment in key economic sectors, the 
elected representatives of the people who 
used to nurse their constituencies through 
patronage distribution face the threat of 
marginalisation. Whether that would open 
new vistas for another kind of people's 
representatives with a diffeieiit orientation, 
of people's struggles and movements, 
remains an open question. 

IV 

Given themedia treatment ofTN Sesban's 
acts in Bihar and the depiction of the state 
as the ‘wild west of the east*, it is useful 
to examine briefly how free and fair were 
the Bihar polls. 

Once we agree that Tree and fairelectiorts' 
are at best an idealised bourgeois notion 
never realised in practice and, at worst, one 
type of ruling class deception to legitimise 
their hold over state power, the question can 
be addressed in more practical terms. In the 
context of the Indian parliamentary system, 
this issue can be tackl^ from various angles, 
The fairness of th is election may he compared 
to that of earlier assembly elections in the 
state. A comparison might also be made with 
the totally rigged election in West Bengal 
in the early 1970s, in Assam in the 1980s 
and the even more farcical one in Punjab 
in the 1990s. Further, the authenticity of the' 
people's verdict in Bihar may he checked 
in relation to that in other states in the recent 
past. 

On the first two counts, it can he said with 
certainty that the results of this election in 
Bihar approximate the political preferences 
of the people of the state far better than in 
the other cases referred to. The incidence of 
booth-capturing, whether violent or 
otherwise, by powerfiiiclass-caste combines, 
was distinedy less this time. Bogus voting, 
witli or without the connivance of poll 
officials, too was much less evident in die 
just-concluded Bihar polls. 

As a matter of fact, the print media in 
Bihar have declared in chorus that the March 
elections were unparalleled in the suie's 
electoral history as the rural fKx>r~ specially 
the dalits and most backward castes and the 
women among them - were able for the first 
time to cast their votes in large numbers. 
Even spokespersons of different political 
parties had initially agreed that the poll 
process bad been less vitiated this time 
cennpuped to the past. But as the results 
start^ trickling in to indicate a thumping 
victoiy for Che Janata Dal and its allies, the 
same persons changed their tune to acouae 
the ruling party of poll-rigging. 
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Even tfao^e into #4mit that Cte Mmch 
elQCtioti5k were relRtively fttt tod fair, 
however, givetbecieditforthis to (beitMMive 
deployment of ptoamilitaiy forces at the 
election booths. Leaving apart the ominous 
implications of conducting adult suffrage at 
ganix>int, such views are also notconsistent 
with the Bihar reality.Tme, the mobilisation 
of paramilitary forces from other states for 
election duty in Bihar did help. But it is 
equally true that without the new awakening 
and confidence among the toiling masses 
seen during the polls, no amount of policing 
would have been really effective. 

In retrospect, it may be said that (he 
continuous exhortations of the Bihar chief 
minister urging the B ihari have-nots to assert 
themselves and exercise their democratic 
rights did create a new consciousness among 
the masses. In areas of agrarian struggles, 
the new-fbund confidence of the rural p<x>r 
also sprang from their actual experiences of 
struggle. Besides, the setting up of thousands 
of new polling booths by the slate government 
in hamlets inhabited by the weaker sections 
further facilitated the comparatively free 
polling. The paramililaiy forces, who kx>kcd 
more like an occupation army on a civilising 
mission because of their high-handedness, 
were partially successful in preventing poll 
malpractices only under these objective 
cxinditions. 

This is not to suggest that the Laloo Prasad 
regime did not indulge in the usual dirty 
tricks tomanipulate the poll re.sults in favour 
of the ruling party. Like bis predecessors, 
the Biharchief minister also strove todepute 
loyal bureaucrats as key election officials in 
the different districts. There arc also reports 
that in some constituencies the number of' 
ballots cast exceeded the total votpr strength, 
indicating poll-rigging very likely engineere< j 
by pro-Dai officials. There is also little doub 
that the powerful among the backward caste; 
like theirupper caste counterparts, organise d 
bogus voting in tl^ir areas of dominatk >n 
in the ruling party’s favour. 

It is beyond odr competence to judige 
whether such happenings arc peculiar to 
Bihar or are an integral part of the Inddan 
election system. But they have been regular 
feature.s of Bihar elections to a far gre atcr 
extent than was witnessed in the M.arch 
elections. What was unique this time was 
the unusual attention paid to these asj )ccts 
by a section of the media as well as b y the 
chief election commissioner. While, the 
prejudices of the Bihar pre.ss can be partly 
explained in terms of its caste-class 
complexion, TN Seshan’s actions in Bihar 
are of too serious a nature and call for a 
separate study. Itmay Ix^notedin thep assing 
that Sesfaan did his best to stand IWuween 
victory and the Janata Dal in Bihar.' That in 
the end he could only delay the l|iour of 
triumph of Laloo Prasad Yadav is .| another 
matter. ^ 
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Anliy KiBb^ in Assam 

Ud«yon Misra 

Dozens of youth hwe been killed by the army in fake encounters in 
Assam and the people have lost all faith in the eyewash enquiries 
conducted by the state administration into these killings. 


IHEGuwahati High Court has ordered the 
director-general of the Central Bureau of 
Investigation to condiKt an inquiry into the 
deaths of five young men in an alleged 
encounter with the security forces in the 
Doom Oooma region of upper Assam in 
February last year. The ctwt, acting on a 
writ petition filed by an AASU leaden also 
directed that lire inquiry be conducted by an 
official not below the rank of SF and that 
the report be submitted within threemonths. 
This is the first time that the high court has 
ordered a CBl inquiry into killings by the 
security forces in Assam The high court 
order comes at a time when the army’s 
profile in the north-cast has hit a new low 
particularly after the recent shoot-out by the 
RashO'iya Rifles at Kohima which left eight 
people, including twi> school children, dead 
and over 20 injured. 

On February^ 5,19S)4. Ramesh war Singh, 
general manager of the Assam Frontier Tea 
Company was gunned down in his office at 
the Talap Tea Estate by suspected Ulfa 
extremists. Singh was apparently on good 
tenn.s with the Ulfa ‘boys’ and had not 
received any threats. Some, however, tried 
to link the murder with the arrest some days 
carlierol an Ulla activist from Singh sojlfice- 
chamber while some discussion was going 
on. Following the gunning down of the tea 
official, the security lorces started rounding 
up several young men in and around the 
surrounding villages of Talap. Between 
February 17 and February' 19, nine youthis 
were picked up by the peisonncl of the 18 
Punjab Regiment. Most of them were petty 
contractors and garden supplierv* and had 
come into contact with Rameshwar Singh 
at some stage oi the other, Amtmg those 
picked up was Prabin Sonowal, advisor to 
AASU*.s Tinsukia unit. The others were 
Akhil Sonowal, Debajit Bi.swas, Bhupen 
Moran, Pradip Dutla, Prakash Sarmah, 
Manoranjan Das, Motc.swar Moran and 
Gunin Hazarika. Unable to locate the 
whereabouts of the an*ested youth in the 
army camps at Dhola, Hathighirii and 
Tinsukia, ^adip Dutta’s father moved a 
habeas corpus petition in the Guwahati 
High Court. The court ordered on February 
22 that the arrested youths be immediately 
produced before a magistrate. But. within 
24 hours of the court order, the army 
authorities handed over the bodies of 
Prabin* Akhil, Debajit, Bhupen and Pradip 


to the Tinsukia police, while the other four 
were let off. 

The army’s version of the incident was 
that the five persons were killed in an 
encounter which took place in the Dibru- 
Saikhowa reserve fore.st on the night of 
February 21 -22. It .stated that a large cache 
of ammunition was recovered, but no 
weapons. Later, unable to explain the 24- 
hour delay in handing over the bodie.s to the 
police, an officer stated that the encounter 
occurred on the night of February 22-23. 
The police, however, had a different story. 
At first it .said that the encounter look place 
at Kaitia village, and later on placed it at 
Rangdoi in the I)ibru-Saikhowa reserve 
forest. There were few lakers for the army’s 
version of the encounter because of the tell¬ 
tale marks of torture on the bodies of the 
victims. The photographs carried by the 
press revealed that the five persons had been 
subjected to sustained torture. 

Interestingly, llic government of Assam 
declared that it had no information about 
lho.se killed having any links with the Ulfa 
and tried to pass off the incident as just 
another army operation. Dispur ordered a 
magisierial-lcvel inquiry inU^ the incident 
and ti led to distance ilself from it, paiticulai ly 
in view of the public outrage and Uie blanket 
condemnation by all opposition political 
groups and organisations The mass 
cremation of the live youths was attended 
by thousands of people and the 36-hour 
Assam bandh called by the All Assam 
Students’ Union to{)iotcst against the killings 
evt)ked an unprcccdeiUcd response 
througlu^ut the state. The SentmcK in its 
editorial of February 25, 1994. entitled ‘It 
Was Muixlcr in Ct>ld Bloixi’, declared' “In 
a piiignanlly ironic translation of the l.atin 
expression habeas' corpus, only the dead 
bodies were handed to the p<dice'. Tlic one 
and the only conclusion that can be drawn 
out of this shocking epistxle is that Uic Army 
had killed the inniKcntyouths in cold bl(K>d 
after subject ir g I hem to third-degree torture”. 
Organisations like the Manab Adhikar 
Suraksa Samili and the AASU consistently 
tried to draw the attention of national and 
Inleniutionul organisations as well as that of 
tlic centre to the incident. But the innumerable 
incidents of violence which occulted in tlic 
slate in the succeeding months seemed to 
deflect public attention from the Dunguri 
killings. 


Oneyciar lata*, intoreatin the incident has 
been revived both by the Guwahati High 
Court order and the revelations made by an 
arrested Ulfa activist in mid-March. 
Phuleswar Mahanta alia,s Biren Deuri told 
the police of his involvement in the murder 
of tea-garden manager Rameshwar Singh, 
thereby giving a new twist to the deaths in 
anny custody of the five youths. Meanwhile, 
the chief minister declared in the state 
assembly that his government ha-s not 
accepted the inquiry report submitted by the 
additional deputy commissioner, P K 
Goswami, on the killings m Dangari last 
year because the findings were “‘not clear”. 
This report is said to have discounted the 
army’s version of the incident. Obviously, 
the chief minister did not wish to state the 
facts of the ca.se before the assembly at a 
time when he was facing ever-increasing 
criticism for the violation of human rights 
in the state. The chief minister admitted in 
the assembly recently that there have been 
as many as 76 custodial deaths in the state* 
since the promulgation of TADA and that 
between January 1994 and February 1995 
21 person.s had died in police cu.stody. The 
Opposition would, however, put the figure 
much higher, and its leader in the assembly 
pointed out that during Hiteswar Saikia's 
tenure 11 persons had died in army cusuxly 
and 81 (including seven policemen and an 
army jawanj had been killed in encounters. 
Anyone marginally acquainted with the 
present Assam scene knows that dozens of 
youth have been killed in fake encounters 
and that the people have lost all faith in the 
eyewash enquiries conducted by the stale 
administration 

Agamst this background, the high court 
ruling on the Dangari killings comes a.s a 
welcome relief. The Guwahati High Court, 
in another order passed on the same date, 
held the army authorities responsible for the 
death of Manik Gogoi, an employee of Oil 
India. Duliajan. Gogt)i had been picked up 
by the army in Guwahati on March 2,1993, 
Acting on a habeas corpus petition, the court 
ordered tin April 2. 1993 that Manik Gogoi 
be produced. Buton April 5,1993 the papers 
reported that Gogoi had been killed near 
Lekhapani When the attention of the high 
court was drawn to tins, itordered an enquiry 
by a sessions judge Tins enquiry refused 
to accept the ann>’s version that Gogoi had 
been killed while ti'ying to escape from a 
vehicle which wa.s taking him to Dulia)an 
fmm Lekhapani. Acting on the basis of the 
enquiry leporl. the high court has ordered 
the defence minisliy to pay Rupees two and 
a half lakh as compensation to the family 
t)f Manik Gogoi and alsotoinitiatemea.sures 
to punish those responsible tor the crime. 
Tlicsc are indeed small mercies for all those 
who arc today at the receiving end of an 
increasingly hostile and repressive state 
machineiy. 
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Social Seaii% fiir IHsliliite 



KVEgwunFriiM 


StcM interventkms directly address^ to the needs cf widows hfwe 
been very few. This article examines one such interventkm, the 
pension s^eme for destitute widows in Tamil Nadu. 


OQNCERN atomte positioii of widofws 
in indU has naiiiwr bans adbquala nor 
iatstfactoiy. Scats iaiervencioiis diraetly 
addraaand to tlMBaadi of widens have bm 
fartoo few. lliaiinfaaofthej^haincrt been 
adequately anai^Md. This article examines 
one such incnrwscition aimed at extending 
lodal security benefits, namely, timpensiem 
scheme for desdfeuia widows. Our limited 
purpose is both to understand how far the 
scheme is acoesalHe to needy destitute 
widows a^examineaomeof the distortions 
that have arisen in hs impleinentation. 

Recent yean have witnessed growing 
interest about the condition of labour in the 
imorganised sector m general and women 
in particular. The fact that social securiQr 
measures am yet toieaofa them have figured 
in national debalae prominently. Several 
major problems for rural unorganised 
labour remain unmitigatBd: first, a vast 
number of people^ at least 40 per cent of 
hdia* s population live below poverty line 
having no income jmeurity; secondly and 
mote imporUmtly,iRany are under constant 
threat of falling funiier into a state of acute 
deprivation. Finally, the increasing 
casualisation of labour force seems to be 
taking place along with once again lack of 
both job security mmI social security ben¬ 
efits. Added to those are a host of social 
pcobims arising out of their low social 
status. For women in particolar gender 
iniquities remain in almost every walk of 
life. 

As a response to this, several state 
governments have attempted to provide 
direct measersa fef aocial security targeted 
at labour in the utiOfgaoised sector. These 
have been designed to ensure minimum 
relief to workers lofsce contingencies due 
to old age, sickneaa, ensployimt injury, 
matem^, invaUdi^ and death. 

A quick review of die variety of social 
security scimnei and programmes carried 
out by various sMss in Incha (see K V 
Eswira Prasad (1919}: ^$ocsiI Security for 
Unorganised Laboar A Review', mimeo) 
reveal the foltowinf: (t) Almost all sutes 
and ttnioo te arito rini have old age pension 
schemes. A few stales such as Andhra 
Ptidesh, Oujarsi Kerala and Tamil Nadu 
also have specU pension schemes for 
africttltiiialMimteOt)Ta^ 


Oujarut and Orissa have pension schemes 
for destitiite widows and die physically 
h a nd icapped; (iii) While Mahanuditra has 
introduced an employment guarantee 
scheme, other sUlea Vkt Tamil Nadu, 
Kersla, Oujarat have unemployment relief 
schemes; (iv) Maternity bemfiu for land¬ 
less agricultural labour have been intro¬ 
duced in Oujarat, Karnataka and Kerala to 
compensate loss of wage due to absence 
alwofk - allowances however aie payable 
for the first and second issues only; 

(v) Health cart as a part of social security 
does not seem to exist in any state; and 

(vi) Oujarat, TamilNsduandMaharashtra 
have certain welfare schemes*exclusively 
for women and chikhen while a numb^ 
of other states offer welfare benefits for 
various categories of population below the 
poverty line. 

Evidence and the luach of the schemes 
available for selected mates (Table l)sbow 
the following; first, old age pension schemes 
cover lurgm^namberofbendldaries in most 
of the stoles. The exception to thi s are Kerala 
and to some extent Tamil Nadu which have 
a consideraUe number of beneficiaries in 
other schemes also. 

Secondly, the yeur to year variation 
(19S9-90to 1991-92)indMSfiumberof bene- 
diaries does not seem large in Oujarat, 
Kerala and Maharashtra reflecting a 
stagnation both in the expenditure on social 
security and in the coverage. Theexception 
to this are Tamil Nadu and Orissa which 
have shown impreiaive increases in the 
coverage of the schemes in recent years. 
In Orissa in 1990-91 and 1991-92 the 
number of beoeficiaries under old age 
pension scheme increueodby almost 50 per 
.cent while the numbereovered under the 
scheme assistance for widows by a 
stoggeriag 206 per cent, fifanilarly in Tamil 
Nadu for the tfam-yumr period 19S9-90 to 
1991-92 old age pwtoion beneficiaries 
aacreaaed by 36 per com while destitute 
widows receiving aeaimnnee increased by 
4S per cent. Although fhuie are impressive 
increases what peicentoge of the total 
eligible population fikpy cover are not 
particulariy clear from these data sets. 

Thirdly, within eachofIfehse stotes, there 
worn iftler-disiriei varfetmi in the mmibw 
of benofkiariee for any sdieme. In a given 


fbm others uM hge pumimi mimm 
jn OiBijmt, agriarimral wmkois pensjon 
sebemu in Kerala^ etc); yet a few other 
dittrkf ritow ihsi|«r kictoaaei m fee y^ 
to yem variation in fee mnibcMrof he^* 
ciasies whUe others a drop. In sum, 
dtstrictwise data, where aviUaUe, poiot 
towards an uneveimcis in fee impam of 
social security pfogrammes in any state. 
Finally wife ^ exception of fee schemes 
for widows no data me available legaiding 
fee oovenge of women in other schemes in 
Btost of fence states. 

These findings are not umeiatnd to fee 
larger issue of how far fee schemes are 
accessible to rural poor jn general sad 
women in particular. This paper is an 
exploration of this theme. We have drawn 
frew a recent field work in Dindigui 
district of Tamil Nadu to focus on fee 
working of the widow pensacm achemc at 
the village level. 

Tamo. NxiMf Case 

Although Tamil Nadu introduced a 
pension scheme as a measure of providing 
social security for aged pensions in 1962, 
it was 13years later in 1975 that fee scheme 
was extended to destitute widows The age 
limit initially prescribed for widows to be 
eligible for pension was 45 years and thiin 
was reduced to 40 years in 1978. At fee 
inception fee amount payable was Rs 20 
per month. It has recently been increased 
to Rs 75 per month. In addition two sarees 
every year and free meals or free ration up 
to 10 kg of rice are also provided to the 
widows. 

A widow is considered destitute if she is 
without any regular income or source of 
income and if she has no relationsof20years 
of age particularly a son, or grandson or 
spouse. Widows without any relative and 
who do not own land or a houae worth 
Rs 1,(X)0, who do not wear jewels worth 
Rs 5<X),who<loAoChave any fonnof regular 
empbyment or who do not have helpful 
relatioits aie also treated as destiMes. 

A destitute widow needing assistance is 
required to apply on a prescribed form to 
fee 'tahsildar' of the taluk in which she 
resides. Enquiries are conducted by the 
revenue staff in fee village in fee presence 
of fee peneionent, village officers mid 
other elderly persons. After sanction by 
the revenue divisional officer, Chepeoskm 
■mounts are despatched by postol money 
order. Payments are made generally not 
later than fee second week of every month. 

Triile 2 ptesettls some details on fee 
working of fee widow pension sdiama in 
Dtndig^ district for a fbur^yearperiod. Hie 
data presemed ciMrIy show fent: (t) while 
feenumberofbenafkiarkeiii^ 
more than doubled in fee whole stole of 
Tamil Nafeu Diodiful diitrici p e as en ts a 
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d! Ascmmi coVor^gi^ de^pit^ an 
increafe in ilie actual number of beneficia* 
riea. In 1988^89 the district accounted for 
6 per cent of ail the widow pensioners in 
the state and this has since reduced to 2.5 
per cent in 1991-92: and (ii) the operative 
strength as a percentage of sanctioned 
posittonK in both 1988-89 and 1990-91 
peaked to about 97 percent after which there 
have been dramatic drops in succeeding 
years. In 1991 -92 the operative strength was 
83 per cent showing a large number of 
vacancies. 

A further breakdown of the district data 
showed that Dindigul and Palani taluks 
accounted for slightly more than 50 per cent 
of the beneficiaries, clearly showing an 
unevenness in the coverage i>t the scheme 
within the district. Tliese two taluks are 
somewhat more developed than others such 
as Vedasandur, Kodai Kanul. etc. which arc 
backward regions located faraway from the 
di.strict headquarters. The rclarivc 
development of a taluk seems therefore a 
contributory factor to the unevenness in the 
implementation of social security schemes 
in general. The unevenness in (he cH)veragc 
is perhaps due to the ptHir implementation 
of the scheme at the village level. 

How far do the pension rules get 
operationalised at the village level ?Tlie rules 
for instance mention that application forms 
may be obtained from taluk otfices, office 
of the panchayat unions and panchayal. 
village officers, etc. In most of the villages 
we visited in different blocks in the district. 
It was found that application forms are not 


available mi bad to be purchaaed from 
vendors for a price. Forms were rarely 
available witlt the village administrative 
officers or the panchayaLs. Some of the village 
administrative officers when interviewed did 
not consider it their responsibility to keep 
these forms or sec the relevance of informing 
a needy widow where to obtain them. For 
widows, obtaining an application form to 
seek state assistance in itself wa.s a major 
block. 

The application form before submission 
demands (i) proof of age: if birth certificates 
are not available, an authmsed doctor’s 
certification is compulsory; and (ii) 
authentication from cither a member of the 
1 >ok Sabha. Ra jy a Subha. legislative assembly 
or a puncbiayat president, or the Mayor of 
a pis>r house or a gazetted government servant 
of the state or central government are also 
essential These arc not easy ta.sks for an 
average destitute widow in rural Tamil 
Nadu. Theyuie in fact extremely demanding 
in icrcn-'^ of time, travel and expense.^. 


Completed applications with necessary 
enclosures/autfaenticationsmaybesubmitted 
only at the taluk office. For widow,s living 
in distant places, this implies travelling 
and therefore, unnecessary expenditure. No 
acknowledgement for the receipt of 
applications arc given to any applicant. 
Follow-up therefore, means visiting the 
tab.sildar's office in person, and waiting to 
enquire the status of the application. 

Alternatively, applications on plain paper 
or completed forms can be handed over to 
the district collector on the public grievance 
day held oncc-a-week. This means more 
travel for an applicant living in di.siant villages 
and extremely long hours of waiting. While 
villagers in Dindigul taluk were aware of the 
public grievance day, as we moved further 
away from the di.strict headquarters fewer 
widows knew about this. Once the application 
form IS submitted a verification process 
begins initiated J)y the tahsildar. Enquiries 
arc u.sually conducted by the revenue 
staff - the revenue in.spcciorand the village 


Tabi h2: Oi snrirrE Wiixjws Pension in Dinduuji Dis-trict in 1988-80io 1991-92 


Distnct/Staie 

1'>8 8-80 

1989-90 

1990-91 

1991-92 

Dindigul disinct 

4.4.54 

4,613 

5,315 

4.870 

Tanul Niidu 

7.^1,579 

128,820 

160,997 

190,140 

Dindigul <is per 
ceni ot Tamil Nadu 

6 

3.6 

3 3 

2.5 

Operative strength iuv 
per cent sanctioned 
strength 

96 

80 

97 

83 


Sou) re- Data supplied by govcmineni ot Tanul Nadu. 


Tabi l I . Benefu’iaries and (:xi*rNi)miRh* for Varjoik Scx iai Shrirkrn' Schemes 


Years/Slale 

Old Age Pension 

Assi.stance lo Widows 

As.sisiunce 

to Disabled 

Pension to AgncuUural Workers 

Unemployment Relief 

and Scheme 

(CAP) 










Benefi- 

Expendi- 

Benefi- 

Expendi- 

Benefi- 

E^pendi- 

Benefi- 

Expendi- 

Benefi- 

Expend! - 


cianes 

lure 

cianes 

ture 

eiane.v 

ture 

cianes 

ture 

Claries 

ture 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

Gujarat 











1989-1990 

56.470 

5.63 

1,813 

20.06 

865 

6.35 

— 




l<>90-1991 

58.622 

9.05 

2.437 

33.33 

1,445 

1.00 

— 




1991-1002 

Kenlu 

63,658 

9.04 

2.883 

66.24 

1,088 

1.31 





1988-1989 

57,321 

13.47 

1,20,244 


66.764 

60.84 

30,06,347 


215,456 

23.54 

1989-1990 

58.115 

11.79 

l',24,355 


72,835 

69.86 

3,02.312 


246.040 

19.96 

1990-1991 

MahanLshtra^ 

27.795 

12.77 

1,33,401 


77.372 

87.52 

3.23,781 


264.314 

)9.35 

1989-1990 

3.21,576‘ 

41.^7 







14,183 

4.96 

1990-1991 

3.40.5.57 

41.46 







12,206 

5.29 

1991-1992 

Onssa^ 

3,28,592 

50.17 







12,140 

5.51 

1989-1990 

1,00,000 

7.57 

40,000 

3.03 

20,0»30 

113 



' 


1990-1991 

89.847 

9.07 

62,994 

6.36 

20,000 

202 





1991-1992 
Tamil Nadu 

1.30,422 

16.45 

1,93,026 

24.34 

30.000 

292 

76,707 

9,67 



1989-1990 

171,972 

103.1 

128,820 

9a9(e) 







1990-1991 

213.213 

122.3 

160.997 

105.3(e) 







1991-1992 

232,821 

133.7 

191.140 

205.9(e) 








Notes: (a) Expenditures shown are in mpees lakh, (b) Data aot available for aU the districts, (c) Data includes widows also as MabafasfaUa has 
no special schemes for this, (d) Scheme for AgricuUunil labour intinditced during t991-92. (e) Includes pension to physically handicapped 
destitutes and destitute labour. ^ 

Sources: Data supplied by state government of Qujaiat, Kecala, Maharashtra, Orissa and Tamil Nadu. 
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adminiKtrative officer in the presence of the 
pensioners, village officers and otherelderly 
persons. Where the age of an applicant is in 
doubt the pension/rules specify that the 
tahsildar seek assistance from a medical 
officer in the nearest taluk headquarters. In 
practice however this has been replaced by 
an unwritten norm: any destitute widow 
wanting to apply for a pension and not having 
a birth certificaie must necessarily obtain a 
doctor's certificate to prove her age. As most 
applicants do not have birth cerdficaies and 
as govemmentmedical officer.^ are not easily 
available to them, most widows are compelled 
to pay private doctors practising in the near¬ 
by areas money to obtain an age certificate. 

Some Distortions 

A widow has to pnwe to the .satisfaction 
of the sanctioning authority that she is a 
destitute. Therefore, where destitution is to 
be verified attempts art made to ascertain the 
age of relatives (of the applicant) who arc 
less than 20 years and all other details deemed 
necessary to understand the extent of 
destitution. In practice this is one stage where 
a large amount of arbitration prevails. For 
instance,, if a widow has a son or grandson 
her application is summarily rejected. It is 
possible that a son or a grandson may not 
be suppoitiVC to the applicant: may be living 
in distant places, have no regular contact 
with the applicant and may not be of any help 
to her. Yet the applicant will be reject^ and 
found ineligible for a pension. 

Consider the housing criteria for 
destitution: the house in which a destitute 
widow resides has to be worth less than 
Rs 1,000if her application is to be a)nsidered 
favourably; from our discussion with 
village administrative officers, levenuc 
mspcctors and tahsildars in Dindigul district 
it was not clear if any measurable criteria 
have been evolved to estimate the true value 
of the house/dwelling of an applicant. 
Therefore, despite some clarifications given 
in some government orders, the imputed 
value of tlic dwelling of the applicant is often 
arbitrarily determined by the enquiry officer 
much (o the disadvantage of the applicant. 
In fact we saw a number of rejected pension 
petitions where the only remaiic afterenquiry 
has been that the applicant owns a house 
valued Rs 1,000 or more. 

In other cases there was a contradiction; 
widows who own and live in dwellings 
granted to them under the weaker section 
housing scheme were found ineligible for a 
pension. The market value of some of these 
dwellings were over Rs 5,000. Therefore, 
although they are eligible in other respects, 
being a recipient of a subsidy from the 
government under another scheme, goes 
against their interest and makes them 
ineligible for a pension. 

Owning land or a similar asset is a 
disadvantage for a widow applicant. In 
considering such an asset base, factors such 
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as the nature of the land (irrigated or 
uniirigated), its liKation, etc, is never closely 
scrutinised. The likelihood of a widow 
possessing a very small piece of land and 
yetbeadestitute is never imagined or accepted 
as legitimate or possible by the .sanctioning 
authority. R.ssentiaUy, the criteria used by the 
social security administration to consider a 
woman as destitute are such that they make 
the rejection of an application easy. In actual 
practice, a widow to fall in the eligible range 
for a pension in the understanding of some 
tahsildars ate that: *'she must be single: have 
nochiklren: earn Ic.ss than Rs 100 per month; 
be physically unfit to work; should not beg; 
should not own a house, etc". However, .she 
must be capable of applying for a pension; 
willing to visit the taluk office several times 
and put up with apathy of the officials: she 
mu.sl be extremely patient and wait for long 
pericxls till enquiries are completed at each 
.stage; must be capable and willing to spend 
money out of a pocket; and so on! 

This then is how destitution among widows 
i.s perceived and understood by the social 
security .system. In this pixx:c.ss thatdestitution 
among women can arise due to other 
contingencies arc notgiven any importance 
Consider llic following example: a poor man 
legally married to a woman may have children 
out of wedlcx:k. The legal widow having no 
children or any asset is however treated as 
having children and thcrefoieden ied pens ion. 
Such examples can be multiplied. Finally, 
rejected applications arc kept as they are. Tlie 
applicants arc never informed on the status 
of their application. Once found ineligible, 
it IS most unlikely that they would be 
considered as eligible again. That is how 
rigid the system is. 

Once a verification on the applicant is 
completed by ijjc revenue staff, a report is 
forwarded to the tali.sildar witli a recom¬ 
mendation on tlie eligibility of a widow for 
IKiision. By and large the recommendation 
of a village administrative officer (VAO) 
holds. But this is not always the case. As a 
VAO put it candidly few of us really want 
to help the needy. If we want to genuinely 
help a destitute, it is possible to do so by 
recommending the case well. Ultimately it 
is one's attitude that counts largely." Not all 
tah.sildars accept favourably Uic recommen¬ 
dation of the VAO and may therefore opt 
for verification on their own. If after all the 
scrutiny, a widow is found eligible, pension 
orders are approved by the tahsildar and .sent 
to the widow through the VAO. The whole- 
process may take several months, some! imes 
a year or more. 

Receipt of the pension orderby (he widow 
does not mean that they will immediately 
start receiving payments. There could be a 
long wait .sometimes up to three months for 
cash disbursement. Waiting may also be 
neces.sary for a vacancy (due to death) to 
ariite. At other times waiting may be made 
oompnisory, to suit the convenience of the 
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collector. Widows ait made to wait fot such 
progranunes tobe held in the nearby villages 
and they are con^lled to be there to receive 
the pension order/first pension amount. 

bospite the emphasis on publicity we found 
that application for pension from villages 
located near taluk headquarters were more 
compared to interior villages situated at 
distances. The number of applications horn 
the latter were lesser and verifications took 
unusually longer lime. Aged in general and 
widows in particular felt discouraged to seek 
state as.sistance, a,s the opportunity cost to 
do so was exceedingly high. 

The quantum of assi.stance provided both 
in cash and kind works to less than 10 per 
cent of the poverty line income. Therefore, 
a numberof widow beneficiaries talked about 
the compulsions to obtain some form of work 
round the year to earn additional income. 
Tliis was most neces.saiy to lake care of essen¬ 
tial consumption needs, to tide over health 
problems associated with age and so on. 

There was al.so the need lo continuously 
prove to the .social security administration 
that they are alive, residing in the same 
village and so on. Many of them arc oi- 
dcred to visit the taluk office at least twice 
a year; more recently, they have been 
ordered to produce then pht>togruphs to be 
kept in the pension register. If these orders 
arc not obeyed, they stand to lose their 
pension. 

At another level, if a postman fails to 
locale the widows to dclivci the money 
order, the money is returned to the tahsildar's 
office. Tlie widow has lo gt) u> Uie taluk 
office, plead with the staff there, explain 
how .she missed the fiostman. .seekpardon 
and so on. It they are lo travel lo another 
village on emergency to visit any one they 
must inform the tahsildar at once. Tliese arc 
to be strictly followed to be tound eligible 
continuously for a pension. 

We found a numberof widow pensioners 
who having been admitted for long periods 
in hospitals were losing their pensions for 
months. In such case.s they are expected to 
pixxluce medical certificates from doctors, as 
proof of having been admitted to hospital 
and so on. If for some reasons the pensions 
are s.topped it is indeed an uphill task to 
revive this particularly if one is a widow. 
Therefore once a destitute widow is awarded 
a pension, it is a new kind of struggle for 
her - to survive, work harder lo retain her 
statu.s as a beneficiary. 

[I would like to (hank a large nunlber of destitute 
widows (beneticiaries, rejected appUcaats and 
others) for willingly sparing their time.to talk to 
us. Geetha, Sivalingam, Sritangam, Bhanumathy 
and NuQanuthu accompanied me during v'lsiis to 
selected villages on various occasions and 1 am 
extremely grateful to all of them. Finally, my 
thanks are due to Many Chen and B S Nagantfan 
for all their help and extremely usehtldtacussions. 
The usual disdaimeia howev^ apply.] 
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KARNAMtA 

Badanvahi: E^erg^ Dalit Paradl^ 

Ambnwe Ffnto 

The atrocities on dalits of Badanvalu have evoked a retaliation from 
them, indicating that the dcdits in Karnataka are in no mood to bow to 
the state*s callous indifference and lingayafs oppressive hegemony. 


badanvalu is a small village in 
Nunjangud Taluk, an hour's journey from 
Mysore. Sixteen hatijans returning on cycle.s 
accompanied by their schix)! headmaster 
from Aniyamballi village after playing a 
local cricket match, imnicafly culled 'Cricket 
for Peace', were attacked by a group of 40 
strong lingay ats armed with choppers, sticks, 
knives and sickles on March 26, 1993. In 
the attack, middle-aged B R Narayanaswamy, 
the headmaster of the Badanvalu school, his 
18 year-old son. Madhukur. an engineering 
student, and Natraj, the cashier of the school, 
were hacked to death in the broad daylight. 
sSix other dalits were seriously injured. 

As a retaliation in the last week of Januaiy 
1995, thcdaliLsof the village killed Muhe.sh, 
one of the accused in the 1993 killings. The 
Central Bureau cjjfinvestigation (CBl) which 
investigated into the 1993 killings had not 
yet filed the chargesheet even after two 
years. Only after a week of the recent murder, 
the CBl amidst pressure and charges of 
inaction tiled chargesheet. In the given 
circumstances the dalits decided to handle 
the case through the use of their own 
resources. 

Oric.in oI' Dij>cord 

Hie origin of the Badanvalu discord goes 
back five years when the village decided to 
renovlite the temple of Lord Siddeswar at 
the outskirts of the vill age. Tlicrc were already 
three temple.s in theharijan locality and five 
in the lingayat's. On a promise given by the 
lingayat leadership that the dalits would be 
allowed to worship at the temple, the harij ans 
contributed Rs 30.000 and provided free 
labour for three years. Under the Aradhana 
scheme, the state government provided part 
of the sum to repair the temple while the 
lingayats contributed a part. At the 
inauguration on January 30.1993. the dalits 
were not permitted entry. 

There were several dignitaries present for 
the inauguration, chief among them were 
several lingayat 8wami.s. and the local 
Congress MLA, Mahadev, a lingayat leader. 
When the dalits made their claim to the 
temple entry, they were threatened, intimi¬ 
date and attacked. In the prevailing tension, 
the police booked cases on 31 lingdyats and 
26 dalits under Section 107 for abetting and 
instigation, leading to public disorder. 


The immediate response of the administ¬ 
ration to the conflict was the constitution of 
the peace commi ttec. The committee included 
the circle inspector, tlie deputy superintendent 
of police, the tahsildar and equal number of 
rcprescniaii v<ps from l^oth the communities. 
Since ihe 1 .SSUC of temple entry affected the 
entire dalit [population in the surrounding 
villages of Uie area, the lingayats demanded 
a dura-tion of 24 days for consultation with 
the neighUiuring temples and swamis at the 
peace committee meet. But the super- 
iiuendciU of police. Kishore Chandra, was 
not willing to give in to such an abominable 
demand. On tlic very next day (he dalits 
gained entry Into the temple through police 
intervention. Tlie angered lingayats decided 
to teach a lesson to the as.sertive dalits. The 
dalits had planned for a big puja on March 
25. On the very day, they were invited for 
a 'Cricket for Peace ' match organised by 
the local lingayats. The Badanvalu dalit 
cricket ream while returning after their 
victory against Anyyamballi village was 
attacked by choppers, sickles and knives. 
It was a planned attack. The victims were 
well targeted. The headmaster of tlic local 
middle-school, Narayanaswamy. wa.> a 
representative of an as.sertive Dalit Voire. 
The lingayat childien of the village studied 
undci his cure in the school. In fact some 
of those who munlered him were his own 
past students. Madhukar. his son, an 
engineering student, was a symbol of 
emerging dalit strength. With no engineers 
and doctors among tlie lingayats of tlic 
village, the caste group perceived him with 
envy. Nataraj. the ca.shier in the school, had 
an important place in the community 
According to the Ambedkar Yuvaka Sangh, 
the lingayats had also targeted a lawyer and 
another two youngsters in public service 
with a view to suppress and subordinate the 
dalit challenge to their hegemony. 

Challbnoe It) Pervasive Hegemony 

Hie village had no histoiy of caste conflicU 
till 1993. Both the communities were living 
under an illusory peace. Since the dalits had 
accepted the inferior position in the caste 
hierarchy and had notchallenged the lingaya| 
social position, the circumstances posed no 
challenge to the existing social o^r. But 
with education, the dalits of Badanvalu have 
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cximetDierilse their legittmaterigbts.Hiough 
the village population is equally divided 
between the lingayats and the dalits. the 
lingayat community can boast of only two 
graduates. There are a lot of drop-outs and 
hardly anyone pursuing high school and 
‘ college studies. In sharp contrast, the dalits 
have over 50 graduates, two dozen post¬ 
graduates, and practically, everyone has 
completed school studies. At the village 
school, the dalit enrolment is much higher 
and tlve drop-out rate minuscule. With new 
awareness coming out of education, the dalits 
of Badanvalu cannot be expected to take on 
to their traditional inferior status. What is 
more encouraging is that many of the dalits 
from the area arc employed as teachers in 
neighbouring schools. There arc government 
employees, workers in private companies, 
lecturers, and even, a member of the Indian 
Foreign Service among them. The dispersion 
has provided them a new awakening. They 
have come to challenge the age-old caste 
hegemony • 

The lingayats are u dominant caste in 
Karnataka, politically sUong and econo¬ 
mically powerful. They can be easily termed 
as the ‘neo-brahmins' in the state. They arc 
likely to lose socio-economically if they 
accept the dalit rights. For instance, much 
of the land in Badanvalu is in the hands of 
the lingayats. The dalits work in tliose fields. 
The daily wage is Rs 8 for women and 
Rs 1 formen. This i.s fur below the minimum 
wage prescribed by the Karnataka govern¬ 
ment. Some dalits who go for daily 
employment Ui Nanjungud. a town four 
kilometres away, are paid Rs 25" per day. A 
change in social order is bound to lead to 
the implementation of the government's 
minunum wage act. The prosperity of the 
dalits will marginali.se the lingayats. 

After the [)eace committee meeting and 
the intervention of the police in breaking 
open the temple for the dalits for the pooja, 
the district authorities thought the is.sue was 
solved once for all. They claimed that they 
hud brought about a rapprochement between 
the feuding factions. Once the patch up was 
affected the authorities believ^ it to be the 
end of all hostilities. What they failed to 
perceive was the lingayat anger at tlie audacity 
of dalits in challenging their hegemony. For 
over4,000years the daliLs had accepted their 
fate. They had never questioned the words 
and deeds of the upper castes. All of a sudden 
their demand for temple ently and the right 
to worship was perceived as a threat. In fact, 
entry to the temple was a symbol of a larger 
demand for the right to equality. Fully 
understanding its implications when the 
demand for entry to the temple was made 
as the sole point in the peace committee, the 
lingayat leadership asked for 24 more days 
^4o consult the other temple pric.sts of the 
> area. Whatdisturbed the local lingayats was 
the likely repercussion of allowing dalits to 
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enter the temple on Ums other lingay at 
in the whole of Mysore. Once the daliu gain 
acceptance to one temple^ the lingayat 
hegemony would he challenged all over the 
taluk and the difttrict. Ail theae years it is 
the temples and the mutts that had legitimised 
the authority and power of the lingayais. 

Status Qi»oist Rjbspoksb 

The lingayat leadership, both political and 
religious, playedakey role in preserving the 
selfish and vested interests of the conununity. 
There were demands for the arrest of 
Mahadev, the local Congress MLA, who 
hailed from the lingayat community. He was 
present at the inaugural function of (he 
renovated temple and was a witness to the 
conflict but did not ask his community to 
accommodate thcdalits. Instead, it is alleged 
thatheeven instigated his people to violence. 
The local religious establishment was also 
responsible. The secretary of the Ambedkar 
Yuvaka Sangh made the allegation that the 
mutt in collision with the lingayat political 
leadership had kept away the dalits from the 
temple. In fact when the police opened the 
temple by force for the pooja, the Archaka 
disappeared from tiie scene. He refused pooja 
for the dalits on the inaugural day and later. 
M DNanjundasamy, the leader of the Raitha 
Sangha of the state, a prominent lingayat 
leader, went to the extent of saying that 
he was against the harijans fighting for 
issues like entry into temples or appoint¬ 
ment of Archakas. When the chief minister 
announced the CBI inquiry into the whole 
episiKlc, the All-India Veerashyva Maha- 
sabha demanded that the local MLA and the 
swamiji of Devanur mutt be absolved from 
the inquiry. Later, the association had 
condemned a scclicm of the press for 
highlighting the atrocities on harijans and 
Ignoring the a(i\>citic.s on caste Hindus. 

With a view to defend themselves, the 
local MLA and the Devanur swumiji were 
able to organise a mammoth procc.ssion of 
more than 25,(KK) people against the doubts 
expressed by the people of Badanvalu about 
their involvement in the episode. People 
were bniught in lorries, tractors and private 
buses. The effigy of the dalit MP, Sriniva.s 
Prasad, a symbol of dalit pride,' was burnt 
at the end. During the public address, die 
local lingayat MLA demanded a bun on the 
DalitSangarshana Samithi (DSS), a powerful 
organisation for dalit rights. Terming the 
DSS as a 'bunch of goimdas*, he called the 
RSS and the Islamic Seva Sangha a.s 
organisations wiUt a dharmic base. Srinivaa 
Prasad, the dalit MP of the area, demanded 
the arrestof bis party MLA underthe National 
Security Act for his stand on the militant 
organisation.s that were banned by the 
government then. Kvery action of the 
lingayats right from the murder of the three 
important daliu to the public procession 
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were meant to cover up their heinous crimes 
and to preserve their interests. At no point, 
did thclingayatleadershipexpress their regret 
over the incident. 

In the midst of such resistance coming 
from religious heads, local political leaders 
and social organisations, the response of 
the state was most intriguing. The circle 
inspector, Hudkeri, alingayat, was suspended 
for his casteist handling of the situation. The 
DIG. Shankar Bidri, was transferred. Kishore 
Chandra, SP. and Basavaraju, ASP, were 
blamed for the incident. The chief minister 
ordered a CBI enquiry and announced on 
the floor of the assembly that the kin of tlic 
three killed would be given a compensation 
of Rs 1,00,000 each. The government even 
threatened to take over ^management of 
public places of worship run by private 
managements which prevented SCs from 
worshipping there. At his visit to Badanvalu. 
the chief minister even agreed to install a 
statue of Narayanaswamy, the village 
headmaster, who was brutally killed. Thirty- 
seven dalit legislators threatened to resign 
from the assembly: Suggestions were made 
in the legislature that all religious jatras and 
functions where the dalits were prevented 
fmm participating be banned. Soon after tlie 
incident, the CM promised to set up tlirec 
more special courts to deal with the atrocities 
on harijans at Bifapur, Gulbarga and Mysore. 
At present the wliolc state of Karnataka has 
only two special courts, one in Kolar district 
and the other in Raichur district. Other than 
paying u compensation of Rs 5(),0()(), half 
of what was promised, no other promise has 
tieen fulfilled. Knowing the past experiences, 
in spite of a CBI enquiry the dalits were 
aware that the guilty were not likely to be 
punished. The nexus between caste and 
politics in Karnataka is stronger than the 
claims of justice and humanity. After all 
over 3()perccnt of the legislators in Karnataka 
have been lingayats though they constitute 
16 per cent of the population. The state 
government in the initial stage makes all 
kinds of promises. It will not implement any, 
once the incident becomes old. Take, for 
example, the Bangarappa government's 
announcement of making the deputy com¬ 
missioners and superintendents of police 
responsible for atrocities on the dalits. The 
legislation to this effect is .still to see the light 
of the day. 

CASTT.-Poi.mcs Nexus 

In a society where caste laws arc more 
powerful than constitutional laws, what is 
the option the dalits are left with? They had 
to depend primarily on their own resources. 
A day after the brutal killings the police 
arrested 26 dalits after they damaged some 
houses belonging to the lingay aicommunity. 
It is no doubt an act of nstaliation. But it 
is also an exhibition of dalh prowess. In the 


absence of such exhibition there is hobiid 
to be greater atrocities on them. Exactly a 
month after the Ungayatprocession of23,000 
people, in response to the call given by 
various dalit organisations, thousands of 
people marched in procession inNat^angud 
to denounce the murders in Badanvalu. Two 
were killed, A section of the crowd attacked 
thehouseof theCongress(I)MLA, Mahadev. 
Harijans coming to Nanjungud from the 
village of Kollegal taluk set fire to about30 
houses belonging to lingayats at Unmathur 
village as a retaliation for throwing stones 
at them. The Dalit Sangarshana Samithi while 
owning moral re.sponsibility to the event 
even condemned atrocities on caste Hindus. 
The latest is tlie killing of Mahesh. And yet 
without such retaliation will those who inflict 
atrocities on dalits ever come to know the 
strength of dalit power? 

All through the conflict in Badanvalu the 
stale machinery profe.s.sed itself to be on the 
side of the dalits but favoured the lingayats. 
Though thechief minister haddenied initially 
the allegation that the Badanvalu incident 
was clue to squabbles between the lingayat 
MLA and the dalit MP, later, he had to 
retract his statement. On the flfxir of the 
assembly the chief minister had to admit that 
the group clashes were due to political and 
personal rivalry withinCongress(I). The twt) 
leaders were politicising caste to settle 
personal scores. What is unintelligible to the 
dalits of Badanvalu is how can an MLA 
continue to be a people ’ s representative when 
he had been a silent spectator, approving the 
lingayat misdeeds and later even demanding 
a ban on DSS and requesting the lifting of 
ban on RSS and ISS Instead of trying him 
and his a.ssociatcs under the anti- 
untouchahility act. he was permitted to further 
the selfish interests of his community. When 
the archaka refused the pooja for the dalits, 
Siddaiingaiha. the noted dalit poet in the 
assembly, demanded the removal of 
irreligious archakas. None of those measures 
will ever be initiated hccauseof the political 
power the lingayats possess. 

Tlie Hindu! va movement is primarily 
responsible for the construction of temples 
In the last five years Karnataka has witnessed 
the construction of over 2,000 temples. 
Temples have provided legitimacy to caste 
atrocities in the name of God. Politiciaas in 
Karnataka freely pander to religion and 
religious beads today much more than before. 
The immediate effect is. while encouraging 
the upper caste hegemony, temples have 
given rise to hatred and encouraged 
discrimination. Political leaders have fumed 
caste differences. That DSS should be banned 
and RSS and ISS should be encouraged 
a philosophy of caste politicians. What they 
really desire is that a section of society 
should be.kept eternally in bondage to he 
used for the interests of caste people. There 
is a nexus between the political leaders and 
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i«ltgioa^ heJid«. Ocherwi^^e whaf h the 
philoMopby behind providing money to 
renovate temples? If the state respects all 
religions then religious places of the 
communities should be provided state 
subsidy. Besides consuiiction or renovation 
of temples is not the work of the state. In 
a state where there is high levelof illiteracy, 
money can be produc^vely used for 
building sch(K)ls, health and literacy centres. 
In the name of God while promoting the 
interests of caste groups, the slate has 
encouraged atrocities on dalits. 

Atrocities did not begin in Badanvalu. 
They will not end there either. The dominant 
caste, the landlords, the pi>liticians, and 
others are all exploiting the dalits. Past 
atrocities on the da lits have been on account 
of their inability ta protest. For centuries 
they were tutored to accept (he leadership 
of upper castes. They had no say in the 
decision-making process. They never 
challenged the ruling class paradigm that 
they arc socially inferior. Today the 
paradigm is challenged. The spurt in the 
atrocities on dalits is an indicator of their 
assertion for equality. The dalits art: 
beginning to protest and dissent. In the lace 
of terrible and persistent onslaught to their 
dignity, they have ignited a chain ol violent 
reaction.s. Their dissent is met with a 
disproportionate reaction. DSS has been 
singled out for attack with a demand to ban 
the organisation. 

F.MERcaNO Dai.if Power 

The DSS .strategy has been creditable. It 
is defining its identity today outside the 
Hindu fold. Dalits considered thcm.selves 
a.s Hindus. The progressive and radical 
elements within the dalit fold have come 
to forge dalit unity 4)U(side the Hindu caste 
sy.stcm today In keeping with iheir 
philosophy, they keep away from temples, 
rituals and Hindu way of life itself. In 
fiadanvalu during the Ayodhya incident 
the harijans had joined the linguyats in 
'Shilanyas' by carrying the hold bricks. 
After the 1993 incident, they have kept 
away from temples and they hold that they 
are no more Hindus, joining the DSS en 
masse. Defining their caste identity outside 
the Hindu fold has sent shivers down the 
spine of the dominant caste groups who 
have thrived for the last many centuries on 
dalit exploitation. 

When the dalits were killed there was 
hardly any fun>re hut plenty of rhetoric. 
But the latest killing of the lingayat has 
garnered a lot of interest trom the public, 
press and politicians. That the CBl in spite 
of two years of time could not file the 
charge-sheet is an indicator that the state 
is afraid to book culprits from the dominant 
group. The announcement of a CBI inquiry 
was merely to appease tlie dalits. 


In a situation where the state does not 
pix^teot dalit interests, where the inquiries 
are meant to hoodwink the dalits, where 
the politicians and religious heads use them 
and atrocities on them continue unabated, 
what alternatives dalits can exercise? The 
only option the dalits have is the option 
they exercised in Badanvalu. Justice 
delayed is justice denied. If even after two 
years the culprits could not be brought to 
trial and were going about triumphantiy in 
the village meant that the legal methods 
of governance are not for the dalits. 

What happened in Badanvalu is perhaps 
a foretaste of things to come. The dalits 
may not be able to rely on constitutional 
methods. W ith increasing atrcKities on them 
and the police and the public unable to hear 
their cries, they will have to work out their 


own strategies to empower themselves. 
Such strategies and methods may be 
unconstitutional, violent and retaliatory but 
those are the only ways through which they 
would be able to protect themselves. The 
lingayat youth of Badanvalu attribute the 
emerging power of the dalits to the 
reservation system through which they have 
been pampered. This is again an argument 
to keep the dalits in their age-old .slavery 
and oppression. The culprit however is the 
state that has constantly stood by the 
interests of tlie stronger and refused to 
provide security to the weaker sections of 
society. With the declining tru.st in the 
machinery of the stale, the dalits will have 
to tru.sl more and more in their 
organisational strength to provide 
them .selves security and power. 


UNITRD STATES 

Facing Our Histories 

Peter J Kiunick 
Uday Mohan 
Akihiko Kimijima 

By Jorciiiff the Smithsonian Institution in Washington to cancel its 
atomic bomb exhibit, conservative veterans groups and politicuuts have 
made certain that many Americans will be denied access to the kind of 
injormation that would make a historical and ethical judgment on the 
atomic bombing of Hiroshima and Nagasaki in 1945 possible. 


IN 19^3 the American Catholic Bishops 
issued a pastoral letter on nuclear weapons 
that stated. “After tlie passage of nearly (our 
decades... wc must shape the climate of 
opinion which will make it po.ssihle for our 
country to express piofound sorrow ovci the 
atomic bombing in 1945. Without that 
sorrow, there is no possibility of finding a 
way to repudiate future u.sc of nuclear 
weapons.” On January 30, by forcing the 
Smith.sonian Institution in Washington, DC 
to cancel its atomic bomb exhibit, 
conservative veterans groups and politicians 
made certain that many Americans would 
be denied access to the kind of information 
that would make such a historical and ethical 
judgment possible. 

Critics of the exhibit particularly obiccted 
to three salient features - the wartime and 
subsequent debate ab<.)Ut the decision to drop 
the bomb, the sensitive rendering of the 
Japanese victims of the bombing, and 
references to the post-war nuclear anns race. 
The approximately year-long controversy 
initially involved problems with some 
of the script's language and its inadequate 
historical context. But all along the public 


umlroversy )m gely moveti between and often 
mixed two very diftcrcnl concerns: how the 
experience oi American veterans of second 
world war should be remembered and how 
to understand the historical issues related to 
(hedecision to drop the bomb.Tlie insistence 
on uncritically linking these two concerns 
and the heat of the debate demonstrated the 
unwillingness of many Americans to re¬ 
examine their past, especially when that 
reconsideration became embroiled in the 
deepening conflict over who defines 
American political and cultural values. Also 
largely forgotten a.s the controversy 
developed was the early and limited concern 
about .lapanese scn.sibililics regarding the 
exhibit. 

A wide gap has now existed lor at lea.sl 
two decades between the opinion of many 
experts and public understanding of why the 
bomb was dropped. In a recent review of 
the expert literature on Truman’s decision. 
J Samuel Walker, the chief historian of the 
US Nuclear Regulatory Commis.sion. 
concluded that. “The consensus .imong 
scholars is that the bomb was not needed 
to avoid an invasion of lapan and to end the 
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war within a relatively ishtnt time. It i% clear 
that alternatives to the bomb existed and that 
Truman and (lis advisers knew it... It is 
certain that the hoary claim that the bomb 
prevented one-half million American 
combat deaths is unsupportable.'* 

Many of America's top military leaders 
antedated historians in questioning 
Truman's decision, including General 
Eisenhower. General Curtis LcMay. 
General Mac Arthur. General *Hap' Arnold, 
Admiral Chester Nimitz. and Admiral 
William Leahy. These military leaders 
understood that Japan had been militarily 
defeated before the bomb was dropped. In 
addition, the US had intercepted Japanese 
diplomatic cables that indicated that the 
emperor and many Japane.se leaders were 
seeking a way out of the war. The 
intercepted cables also affirmed that the 
US call for unconditional .surrender was an 
obstacle to Japanese capitulation because 
it left uncertain the post-war fate of the 
Japanese emperor. 

Duing the Smithsonian controversy the 
gap between scholarly and popular 
understanding remained wide as the 
historical debate was minimised or 
dismissed in favour of the veterans' memory 
of their war experience and the prevailing 
view that Truman used the bomb to avoid 
an invasion of Japan. In a striking display 
of the cognitive boundaries between old 
and new ways of looking at the past, many 
people appeared unable to come to grips 
with the historical issue at stake: that given 
recent historical findings. Truman’s 
decision to use the bi)mbs no longer seemed 
defensible. 

Late last September the Smithsoniah 
made its first big concession to lobbying 
pressure and thus turned its back on its 
original objective to hold an exhibit that 
*'is nuanced and cau.ses the public to 
debate the dropping of the bomb, especially 
in light of recent scholarship". Veterans 
groups - in concert with Congressional 
pressure, ranging from two*flo7.en House 
members calling the exhibit ‘anti- 
American' and 'biased* to the inlixxluction 
of a Senate resolution demanding revi¬ 
sion of the .script-succeeded in pressuring 
the Smithsonian to eliminate much of the 
evidence historians had uncovered 
questioning Truman's dcci.sion. The 
Smithsonian would not budge in respon.se 
to letters from tlic executive committees of 
the Organisation of American Historians 
and the American Historical Association 
expressing concern over political 
interference, or to a letter signed by scores 
of historians that stated, ‘it is most 
unfortunate that the Smithsonian is be¬ 
coming associated with a transparent 
attempt at historical cleansing. That archi¬ 
val documents and artefacts have been 
removed from the pUmiecI exhibit under 


political pressure is an intellectual 
corrupt itm". 

Tlie Smithsonian's capitulation - coupled 
with its earlier public diffidence in making 
the exhibit an issue about historical 
evidence ratlier than generational concerns, 
and a late and relatively restrained entry 
into the public controversy by historians 
- left it open to further pressure, which the 
veterans applied. Despite being given line- 
by-Iinc veli> power over the text, the 
veterans were not satisfied and used the 
Smithsonian’s rejection of their inflated 
casualty estimates (for an invasion of 
Japan that appeared to war planners to be 
only a remote possibility in the summer of 
1945) to call for the cancellation of the 
exhibit. 

With 70 per cent of Us budget coming 
from federal funds, perhaps the Smith.soniun 
could have done little else at this point 
except truncate the exhibit. It is facing 
budget hearings before a newly elected 
Congress apparently out to gut the 
infrastructure of u federally funded pub¬ 
lic culture that it sees as oppositional. 
More than KO Congresspcople were cal¬ 
ling for the resignation of Marlin Harwit, 
the director of the National Air and 
Space Museum, the site of the propo.scd 
exhibit. 

The Smithsonian controversy demonst¬ 
rates once again how .slow and painful a 
process it IS for a nation to come to grips 
with its past, and how the shift to a new 
understanding inevitably gets caught up 
with the interc.stsof tliose who hold political 
power. This is an issue for Japan as well. 
a.s commentators in the US never fail to 


A recent VAN! publication 


note tind afi itbown by the fate of die high 
school textboede on Japanese histoiy written 
by Saburo lyenaga. a well known historian 
in Japan. The Japanese minUtry of 
education refused to approve his book for 
use in schools principally because it was 
critical of Japanese behaviour during sea^nd 
world war. lyenaga filed a iaw.suit u> have 
the ministry’s decision repealed, but the 
case has largely languished fen* two decades, 
as has the historical understanding lyenaga 
hoped to place before the Japane.se public. 
Moreover, restricted access to Japanese 
archival material continues to thwart 
historians' efforts to fully assess the process 
of war termination. 

In the US, historians have made some 
headway in re-examining the decision to 
drop the bomb. Courses on nuclear culture 
and diplomacy that grapple with the i.ssues 
the Smithsonian exhibit wu.s intended to 
asses.s con.sisieinly generate student interest. 
These perennial efforts will be 
supplemented this spring and summer by 
the many events planned in the US to help 
reassess the American use of the atomic 
bombs aguin.sr Hii‘o.shima and Nagasaki. 
The American University is holding a 
.summer in.stitutc on nuclear history, which 
will involve courses as well as a study tour 
in August to Japan where American students 
will meet Japanese counterparts as well as 
atomic bomb suivivors and experts in the 
field The .students will al.so participate in 
several Japane.se commemorative events. 

It is to be hoped that the upcoming 50th 
anniversary of tlie end of .sccimkI world war 
Will provide an opportunity for both sides 
to come to terns with their past in the war. 
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Utopia in BoDywood 

‘Hum Aapke Hain Koun...! ’ 


Rustom Bharacha 


It is sad that we should he celebrating the century of cinema in India 
with a Superhit so vacuous as ‘Hum Aapke Hain Koun...!’, a film devoid 
of any illusion worthy of the condition of the millions of people who are 
at once the primary patrons and victims of iUs visim. This is a film that 
is obviously in time with the ‘liberalisation’ of our times, while being 
thoroughly grounded in the .ugns of a homogenised, upper class, upper 
caste Hindu constituency. 


AT a time when the master narratives of 
Hindi cinema ai'c facing an inner collapse, 
or repeating themselves ad nauseam, a new 
Kuperhit seems to haVe broken all box -offices 
rccoixls in thehistory of BollywcKKl. Defying 
oil norms of 'success', it has attracted 
audiences throughout the country, cutting 
across differences inclass, caste, community, 
gender, age, religion, and political affiliation. 
What more cou Id one ask for in the.se di vis ive 
limes ?nic perfect unifier, the entertainment 
forevery Indian* ‘Hum Aapke Hain Koun...!’ 

What IS the secret of Sixiraj Barjatya's 
phenomenal success? Does his film introduce 
a long-awaited superstar? Is it politically 
provocative in playing with the immediacies 
of the rcalpolitik - ‘leironsts’ in Kashmir 
and bomb blasts in Bombay ? Does it feature 
a bandit queen? Has it advertised a new 
titillating dance number on the lines of ‘choli 
ke peeche kya hai'? l!)ocs it explore some 
new-wave cinematography? The answer to 
all these questions is an incredulous ‘no'. 
‘Hum Aai^e Hai Koun' (HAHK) must be 
one of the most banal superhits in the history 
i)f Indian ciiiema. Its audacity lies in the fact 
that it totally dispenses with u plot and all 
the ‘masala' as.scx:iated with sex and violence. 
It is an emphatically clean film, a family 
entertainmentpur excellence, celebrating one 
supremely hum an event - 'shaadi'. with all 
the conventions, rituals, and merriment 
surrounding it. With the exception of one 
break in tiic narrative, resulting fn)m u death 
in the family, which ironically contributes 
to the insistently celebratory drive of tlie 
film - we shall examine its implications later 
in the essay - HAHK could be desdribed 
accurately (and not just witli the hype of 
advertising) as a non-stop roller'•coaster of 
laughter. AxhI. songs qikI games, functioning 
within the perfunctory framework of 
romance. 

I say ‘perfunctory* because romance is 
almost the pretext for sustaining the 
dominance of fun in the film.* So fervent 
is Bariatya ’ s commitment to providing ‘pure' 


entertainment that his narrative annihilates 
whatever one ha.s come to internalise and 
appreciate as ‘variety* in entertainment. In 
the context of H indi film blockbusters, this 
would include melodrama, rousing 
climaxes, shifts in perspective, histrionic 
revelations, showdowns, suspense, subplots, 
and a range of songs - not just ‘happy’ 
party numbers which dominate Ram- 
Laxman’s moni>chromatic, predictably 
rhythmic .score. What makes Barjatya’s 
intervention in popular cinema significant 
is the ruthlessnes.s with which he reduces the 
levels in tlic narrative, providing us with 
almost no breathing space, no time to switch 
off. no diversion of interest. Qfiustrophobic 
in effect, the protection of happiness in the 
film is ‘jabardaslf. forced on us, whether 
we like it or not. a manifestation of aggressive 
hospitality ratlier than generosity of spirit. 

It is the purpose of this essay to question 
the construction ot happiness in Barjatya’s 
film, which almost assumes a utopic 
dimension. Keeping in mind that “a realised 
utopiacan be anothername for terror" [Nandy 
19K7;L]. 1 am alerted to the specific 
difficulties in analysing ‘utopia* within the 
framework of what would seem like a total ly 
innocuous, harmless entertainment. 'Why 
take it soscnously ?* is aquestion that almost 
any analysis of HAHK would seem to be 
up against from the very start. It is almost 
as if the film is immune to being read against 
the grainof the expectations, auyek ivactions, 
publicity and hypo surrounding it. Indeed. 
1 am only too awaire that my emphasis on 
certain details in the film can easily be 
dismisseil on grounds of overstatement or 
nit-picking. Nonetheless, at the risk of 
appearing elitist in countering cultural 
populism, or more specifically, a populism 
that does not question its own premises. 1 
would claim that whxle entertainment cun \yt 
enjoyed as entertainixient. this does not mean 
that its apparent ‘autonomy* and aura of 
‘innocence* are entirely free from the 
exigencies of history and captial that it 


appears to transcend. If this were so. 
entertainment could be reduced to an 
essentialised. a historical set of categories, 
conventions and formulae that could be 
perpetuated through skill alone. But this is 
not thecase. since the worldof entertainment 
had different significances at different 
points in time. There are different kinds of 
entertainment, different ‘treatments' of the 
same rhetoric, different way.s of envisioning 
utopia. Thesediffemeces. I would argue, are 
not arbitrary, but intricately dependent on 
a range of strategics, guesses, and gambles, 
by which directors like Sooraj Barjatya 
appear to ‘ give people what they want’ while 
vetting the agenda for their desires and 
dreams. 

In one of the most illuminating reflections 
on ‘Entertainment and Utopia’. Richard Dyer 
has problematised this paradoxical terrain 
by which the world of entertainment 
responds to needs’ that are ‘real*, while 
‘‘defining and delimiting what constitutes 
the legitimate needs of people in society** 
[Dyer 1993:272-83]. Soon the one hand the 
avatars of entertainment can posit ‘utopian 
solutions’ (‘abundance’, ‘energy’, 'intensity*. 

‘ trunspai-ency ’, and ‘community*) in respemse 
to the very real tensions of everyday life 
(‘.scarcity*, ‘exhaustion’, ‘dreariness’, 
manipulation’ and ‘regimentation’), but in 
the process, these manufacturers of a ‘better 
life’ can exclude many vital needs for the 
transforp:iation of society, for example, tlie 
need to respect women outside patriarchal 
norms, or the need for oppressed communities 
to develop alliances across difference.s 
without the ‘enlightened’ patronage of the 
ruling class. The only ‘needs’ addressed in 
the world of entertainment aie tho.se which 
capitalism acknowledges and promises to 
meet, so that in the final analysis, 
"entertainment provides alternatives to 
capitalism which will be provided by 
capitali.sm." 

Dyer attempts to counter this one- 
dimensional situation’ by emphasising the 
‘‘contradictory nature ol entertuininent 
forms", which arc to be found in ilu 
disjunction between narrative and musical 
numbers, representational and non- 
representationai signs (colour, texture, 
movement, rhythm). I'omy mind, what Dyer 
a.ssumes as ‘contradictory’, which he never 
defines, is more often than not a form of 
elaboration or substitution by which a 
dominant set of signs in a particular 
rcpre.scntation gels reiterated in seemingly 
different ways. Tlie ‘contradictions', if any. 
arc cosmcticised. What appears ti^ be a 
.subversion is actually u means of reaffirm mg 
the underlying norms ot <i narrative. If 
Hollywotnl musicals (which are the focus 
ofDycr’sinvestigationlorcommci'cialHindu 
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filmi could cofitr^dict the premiscii of then- 
production through oppoHitionai Aign«, which 
could radically intenogate the content of the 
overall construction, then wecould begin to 
speak of their reprenentations of *utopia* in 
a more liberatory context. Unfortunately, 
what exists in the form of ‘utopia’ is far less 
reflexive, and indeed, as I hope to elaborate 
in my discussion of HAHK. almost 
frighteningly hermetic in construction. 

FnnsHisBD RemiSENi aiion 

In its categorical rejection of acimventional 
stoiy'*line, HAHK would seem to exemplify 
what has been described in film studies as 
"fetishised representation’, which permits 
only ah attenuated narrative* to repeat 
ceaseless ‘scenarios of desire’ [Ellis 
i992:160*‘61]. Abolishing the distance 
between the spectator and the image, the 
'fetishised representation’ focuses, indeed, 
lingers and luxuriates, on the materiality of 
objects, which arc substitutes for desire, 
more often than not concentrated in (be 
bodies and faces of the performers 
themselves. At their most extreme, such 
representations exploit the erotics of 
performance, ‘explicitly posed for the viewer 
(sometimes involving the performer kn^king 
directly at the audience)’. 

This is precisely what happens in the 
opening shots of HAHK as the credits unfold 
to reveal the charismatic faces of Salman 
Khan andMadhuri Dixit, gigantic closc-ups 
in alternate frames which almost fill an entire 
half of the screen. Tlic stars appear to be 
singing to each other even as they look out 
directly at us in the audience, almost inviting 
us to enter the seduction of their world 
(‘chehra mera pad lo kubhi'. as Madhuri 
Dixit invites us to read hci face). The very 
repetition of the words, ‘bcchain hai meri 
nazar/hai pyar ka kaisu asar'.../huni aapke 
hainkoun’. lulls us into accepting the inanity 
of non sequiturw tines that go nowhere and 
centre coyly around themselves. This 
circuitous rhetoric is amplified in the 
repetition of the shots, slow, langorous. and 
oddly momentous, which provide u visual 
clue as to what lies in store for us in the film, 
as the story is sidelined for an endless 
elaboration of desire. 

The ‘repetitive’* motif of HAHK is 
perpetuated in the idiom of romance that it 
posits and postpones. In this regard, the very 
title 'Hum Aapke Hain Koun’ could be 
regarded as a tease. While appearing to he 
a question, it is implicitly rhetorical, 
neutralised of inflection and gender. No 
wonder then that it is merely echoed by the 
young lovers when they voice the line, never 
answered. When it makes i is final appearance 
in the closing shot of the film, it is in the 
form of a bold caption followed by an 
exciamtition mark. We are expected to be 
regaled by it. not to question the inanity of 
its inscription, as it brings the film to a 


clecUtve end. almost flaunting its success 
like a signature.^ One technical innovation 
that has contributed visccrally to the projec¬ 
tion of Baijatya’s success is the unprecedented 
use in cinema halls of sparkling lights rotating 
around the screen during the hit songs and 
llie ‘happy end’. These lights, reminiscent of 
the decorative borders surrounding film 
hoardings, further intensify the two- 
dimensional frame of Burjatya’s spectacle, 
cnhacing the materiality of its images, which 
almost hit us in (he face with the calculated 
immediacy of their impact. 

Among the objects fetishised in the film, 
it is food that is most alluringly foregrounded, 
textualised. and texturalised with a. pov'cr 
that I have not witnessed in any 'form of 
advertising. Indeed, Barjutya’s film is 
gastronomically lavish and loaded w ith signs. 
On the one hand, there is the ‘slnaadi ka 
khana’. topped with generous su pplies of 
mithai. kulfi. cold drinks and pasin. But it 
istheeverday ‘gharka khana’ (hat is almost 
overwhelming in its omnipresence:, ranging 
from kachori, sarnosa. halwa. tnamkeen, 
achar, to a seemingly limitless supply of 
vegetables and fruits, primarily sfiining red 
apples, which arc only too visilile on the 
dining tables and in the interiors ofkitcheiis. 
the primaiy sites of numerous scenes. Most 
conspicuous of all details are the ri'iunds of 
chai which arc .served throughout the film 
at the oddest moments, cot isiiluting a 
leitmotif in the narrative. 

A lot of humour in the film specifically 
f(KHl-cen(icd,mvolvingtheamaleurculinary 
skills of the bride’s father I Anup am Khcr); 
the subst ilulion of salt for sugai ■ in I he making 
of halwa; the concealment o'f pa pad under 
a .sheet as part t)f wedding humour Even 
Tuffy the dog (surely the major allraclion 
of (he film) drinks an entire niurn.s Up with 
a straw. At a more playful Ic vcl, chol'i>hitc.s 
play a vital i*ole in the ronaancing of the 
younger couple. Prem (vSali nan Khan) and 
Nisha (Madhuri Dixit), who arc the younger 
siblings of the married oouplc. Kaje.sh 
(Mohnish Bchl) and Pooja (Renuku 
Shahane). Countcrpointini • the formalities 
of murriage, the younger c:ouplc tease and 
flirt with each other thro ughout (he film, 
finally coming together o^ %'er a home-made 
meal, the nutrition con tributing to the 
ritualisation of their rom ance. 

In short, food become s the mo.st literal, 
yet rcasonunt sign in Bi jijatya’s world of 
wealth and health, fami^ iy and tradition. It 
is there to he consur ned, its surfaces 
seemingly touched up w ith vivid colours as 
in the icons of fcxid adver tisements. At times, 
the brand names of pairticular articles arc 
barely concealed, so th ai' we can dwell on 
a Cadbury 5-Star bar c»r a b<*itllc of Pepsi. 
In the procc.ss. Barju ty a naturalises the 
iconicity of foixl itcmis. which (in reality) 
could .scarcely be affo rdiid by the millions 
of people watching hiis 1 ilm. And yet one 


is given the illusion that th^e co^mmndities 
are eminently available, such is their 
abundance. 

Wbaith and Pamh-y 

Wealth is a ’given’ in a pre-ordained 
condition which exists without a hint of 
struggle, despite fleeting references to tlie 
humble beginnings of the boy.s’ surrogate 
fallier, Kakaji (Alok Nath) and Anupam 
Kher’s relatively modest profession as a 
professor. These references arc totally 
marginali.sed in favour of a portraiture of a 
rich and happy family. Here all the relatives 
arc nice, the brothers and sisters love each 
other, with Prem going to the extent of 
having a sign i love my family’ painted on 
his jeep. There arc no illegitimate or 
dishonoured or discarded siblings from 
another generation hovering in the shadows. 
All is legitimate, ‘.seedhu-saadhu’ And 
therefore the only option available is to 
aspire to (he seeming bliss of this supremely 
happy family, or should we say, an extended 
Hindu family who.sc members are frequently 
identified not by name but by the generic 
categones ofm<*imaji. kakaji. hhatija. jetliani, 
devar. sali, jijaji. Direct hkxid-tics arc far 
less important than cultural bonds and 
ulTinities. so that a kakaji or chachi can 
become a surrogate father and mother 
rcspeclivciy. In this alfirmalivcly harmonious 
world, there is no pos.sibility of a vicarious 
protest through fhepi-csence of a malcontent 
or a party-ptH>per or some self-righteous 
.soul questioning the <M*igins of thi.s-wealth. 
Tliere is no dissent whatsoever because there 
is no need for it. ‘Don’t worry, he happy’ 
wt'uUl almost be a radical slogan in this 
world wlicre happmess is the essentiali.sed 
condition of litc. 

Other sign.s of wealth in the film are 
displayed through the extravagant supply of 
expensive toys that emerge miraculously 
once the birth of Pcxija’s child is imminent. 
Barjalya pucks his frames with an almost 
obscene variety of cartoons, cutouts, plastic 
animals, train sets, and balloons, around 
which the adults celebrate their ‘second 
childhood'. More signs of familial wealth 
are casually evident in homely games of 
billiards, swimming pools, and at least two 
displays of fireworks, the kind that rich 
families vie with each other in. in order to 
prove their social status. And finally, there 
are exchanges of ‘real’ money as part of the 
gifts and jests in the wedding, including the 
mandatory offering of money to the hijras, 
who demand their due from the child’s father 
(on his return from abroad, where he has 
.successfully finalised a deal on a car factory 
with foreign collaboration). 

Fxonomically. this is a film that is 
obviously in tune with the liberalisation of 
oui’times, while being thoroughly grounded 
in the signs of a homogenised. upper-c)a.ss, 
upper-caste Hindu constituency. For all die 
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fyfbv ot'WsMi, ikm is HoovM flashiness 
inaiKmaia**iid»ecirblitafidy *wa»tcniiml* 
mocb. Tbe cijlhinil<u>clcft remain iodigemius: 
no booze, no non-vcg, no cigarettes (only 
Medbun Dixit mimes smoking a cigarette 
with a penciK revealing her much-valorised 
and deceptive aura of ’liberation'). 

If the Hindu inscriptions of wealth in the 
film are naturalised within the ^amcwork 
of the wedding, they arc more self- 
consciously inserted in the preceding scene 
where Rajcsh and Pooja meet in the environs 
of a Hindu dfaxramshala adjoining the Ram 
Tengri temple, (This site, incidentally, is one 
of the very few locations that is specifically 
named in the entire film, which oscillates 
between two households whose geographical 
specificities are left completely nebulous. 
‘North Indian' would be the most 
approximate definition of the cultural 
geography in the film.) In the tradition of 
utopic representations, which posit a 
'temporal and spatial elsewhere', the Ram 
Tengn temple is represented in a totally 
synthetic space, with no trace of the 
surrounding landscape, neighbourhocxl, or 
community. Whatever exists is within Ihe 
framework of the temple, which becomes 
the mediating sign by which PtH)ja reveals 
her grace and devotion to Kajesh thri>ugh 
her painting the temple itself.' Hindu 
icons, emblems, and colours are visible in 
almost every frame of this hermetic space, 
which is charged with sanctity. Even the 
cliyas’ tliat float in the waters around the 
temple merge simultaneously for one split- 
second to form u swastika. Such are the 
subliminal sign.s of hindu religiosity which 
become increasingly emphatic as the film 
proceeds, not least when Poo|u is pre.sentcd 
with a copy of the Rainavami, ovci which 
her brother-in-law solemnly takes an oath 
swearing allegiance to his bhahhi, 

PoLiTK's oi- Inclusion 

All of these signs can be defended on 
grounds of verisimilitude. The contexts of 
a temple and u ‘shuadi\ after all. have to 
be hindu. But what needs to be empha.sised 
is not just the predominance and incremental 
power of the hindu signs, but more subtly, 
the way in which they have been conflated 
with the construction of an 'Indian* identity. 
Almostmandatorily. the 'other community' 
is inscribed in this construction through the 
most blatant use of comic tokenism in the 
form of a fat muslim dwtor who, of course, 
has to recite 'shairi' almost as s<x>n as he 
makes his entrance. At one level, the flair 
in the performance is highly enjoyable, but 
one sboukl not forget that it is grounded in 
the stmotypes of representing minorities, 
where the musKm becomes a nice person 
especially whenhereafTiims the fundamental 
gc^fiess of his Hindu brethren. His cultural 
difference is merely superficial, an object of 
humour, but fundamentally, be is part of a 


larger beneficent structure in which he is 
accommodated hospitably.^ 

A more problematic construction of the 
'other' is concealed in the characterisation 
of Lalloo, the genial servant, who is almivit 
a member of the family. Indeed, so close is 
the camaraderie between Lall<K> and Prem 
that their class signs are almost entirely 
eradicated. Tlie servant and his young ma.ster 
dance and pluy cricket together, apart from 
plotting ail kinds of romantic intrigues aga in.st 
Nisha. Alnop<rint in the film are wc presented 
with any signs of Lalloo's background in 
the village, hi.s .sick bhouji, for instance. 
remHin.s an absence. Nor do wc witness any 
representative of the 'working class' or the 
'destitute', who have almost always been 
inscribed in the master naiTaCive.s of Hindi 
cinema, even if their modes of representation 
have been contrived, melodramatic and 
exploitative. In this regard, we are compelled 
to recall the evocations of the 'common 
man' and the 'toiling masses' in the 
masterworks of Mchboob. Raj Kapoor and 
Manmohan Desai. In contrast, Sooraj 
Bariatya solves the problem of subaltern 
rcpre.scntation by simply excluding the poor 
from the canvas of his film. 

All who exist .tnd aie worth addressing 
arc .subsumed in the world of 'rich Indians', 
Uie kind whom Manmohan Singh would 
love to lielievc as representative of the Indian 
population at large Lalloo is merely an 
extension of the ‘rich’, upwardly mobile, 
learning to-speak<English. compering 
cricket matcLics. At one point, he even recites 
a few tines extolling the virtues of Pundit 
Nehru. Tlic panxly of his representation is 
not entirely innocent, as can be glimpsed 
from the seemingly gratuitous, yet telling, 
frontal .shot of l^lKx> holding a book entitled 
USSR upside down. The joke is as mucii 
on a defunct and redundant socialist .system 
as on Lalloi> himself, who is merely a satellite 
of the capitalist ideology that is as.sumed as 
an unquestioned norm of progress and 
benevolence in (he film. 

And yet, there is a seeming twist in the 
representation of Lalloo when the crass and 
execrable Bindu (who is the only qua.si- 
villainous figure in the family) refers to him 
categorically as a' naukar'. This is in response 
to the telegram thathas arrived fn>m Lalloii's 
home announcing his bhouji'.s illness, and 
the sub.sequentgcnerDsity of Pooja in giving 
him some money. Bindu interprets the 
telegram as a 'bahana*, a hoax which pains 
Lalloo greatly.^ The moment is undeniably 
affecting because it is Che first sign of a 
‘human emotion* that interrupts the heady 
momentum joy jo the film. But 
significantty, it shiffs the attention away 
from Lalloo to Pooja, who inspires him to 
receive the blessingsof gtxid. In her * vishvas’ 
that all will he well, she embodies an aura 
of humanity that epitomises the essential 
goodness of god-fearing captulists. 


The second interruption in the film 
following Lalloo’s telegram is more tolling 
insofar us itiesults in a break in the narrative - 
PiX)ja inexplicably f alls down the stairs, and 
shortly after, dies in hospital For me, this 
death (which lasts barely three minutes, 
following two-and-a-half hours of almost 
unmitigated fun) comes as a great source of 
'tragic relief because it has the potential to 
dismantle the construction of happiness in 
the film. But barely ten minutes after Pooja 
falls, another round of teuemerges. initiating 
a new cycle of reassurance. Following the 
tea and doctorsahib's recommendation that 
the pining Rajcsh .should marry again (it is 
only natural), the old Hindi film formulae 
surface with younger brother Prem sacrificing 
his love for Nisha, who imagines that she 
is manying Prem only to confront - horror 
of horrors, while 'mehndi* is being put on 
her hands - that the invitation can! mentions 
another bridegroi>m. Tlirough .some process 
of divine intervention in which Tuffy the 
dog plays u vital role, the film draws to an 
inevitable denouement as the true lovers 
come together, precipitating yet another 
shaadi*. withe very btxly whirling in circles, 
hand in hand, bringing theroundof merriment 
full circle Death, therefore, merely reinforces 
the utopia of another wedding in the total 
closure of u ‘happy end’. 

‘CciNSUMPTION AS Spp(’rAn.o' 

It is u dauntmg fact to realise that millions 
of people m India are watching this 'end' 
with a profound su.spcnsion of disbelief, or 
so it would seem from the rapt attention and 
ardour with which the film is being seen. 
In the absence of audience .surveys, one may 
not l)c able to gauge definitively what exactly 
IS being ab.sorbcd and retained, but if the 
box office remains the ultimate crilenon of 
as.ses.Mng not just the popularity but the 
power of commercial cinema, then the world 
represented in HAHK would appear to be 
eminently desirable. Tlic ingredients of its 
success need to he taken seriou.sly and not 
just dismissed as .some kind of freak or 
manipulated phenomenon. Rather, we should 
liy u> understand its mass appeal through 
what Han Magnus Enzensberger has 
identified as "the elemental power of deep 
social needs" (Dyer 1993:277], Tliough we 
may not necessarily agree that these 'needs' 
have "physiological roots which can no 
longer be suppressed", Fjizen.shergcr is 
deeply intuitive. I believe, in locating these 
'needs' within the context of "consumption 
as spectacle", which contains "die promise 
that want will disappear", even when "there 
can be no question of a real fulfilment of 
this promise". While acknowledging tlic 
deception, brutality and ob.scenity of the 
media, Enzensberger nonetheless qualifies 
that, "consumption u.s spectacle is, in 
parody form, the anticipation of a utopian 
.situation". 
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Whai inttkc.< Uic utopian repreat^ntulion of 
HAHKdi^^turhiiig la the intensity witli which 
the .spectacle is offered to be consumed, 
without the mediation of a sustained pannly. 
If the protagonists of the film ct>uld have 
been allowed by their director to parody 
their desires, titere would have been greater 
possibilities of questioning the premises of 
the film. But what appears to be parody* 
invariably borders on burlesque* - most 
significantly, the dramatisation of the hit 
song *didi tera devar deewuna'. where a 
woman cross-drcsscs us a man, Salman 
Khan's double, a sunx^gulc brother>in-law, 
while wooing u pregnant' Madhuri Dixit. 
It is significant that while appearing tosubverl 
the uoims of heterosexual romantic love, the 
song ultimately vindicates patriarchal control 
in determining gender and desire, with 
Salman Khan chasing away his surrogate, 
while appearing in the final moments of the 
song dressed in a skimpy, silken slip as a 
'pregnant mate'. Now this can be dismissed 
us a trivial sign, but what it illuminates 
through its triviality is the reaffirmation of 
codes and cultural norms Uiut only appear 
to he parexiied 

Tellingly, there is nosuch playful treatment 
in exposing tlic economy that supfxiris the 
representation of wealth and happiness in 
the film. Tlie representation of capital is 
extravagant and loaded with fun, but at no 
point in the film is its 'illusion' called into 
question. The economic foundations ol 
Baijatya’s utopia in BolJywoiKl remain intact. 
If Uieiilm has surpassed all box-office records 
in die history of Indian cinema, il is 
Kubstuiuiallyrelutcdtothe nun*ativcin which 
contemporary capitalism has been inscribed 
without any significant inflection or 
contradiction whatst'ievcr. The presiding 
deity of the film {to whom even LorI Krishna 
and Sri Kama would seem to be agents rather 
than rivals) is wealth. In this context, (he 
deepest '.social need' that is at once (urgclcd 
and fetishised in the film is what money can 
buy - this includes a ‘happy' family, romance 
fix^, and an endless round of fun and games 

It would seem to me that the surrender ti> 
Barjatya's utopia cannot be separated from 
the infiltration of capital in our cultural 
space, which provides the overwhelming 
majority of millions of people with very 
little scope for negotiation, thereby ensuring 
tbeir total exclusion from the benefits ot' 
capitalism while 'liubjecting them with 
renewed intensities to its con.sumerist lure. 
Though Barjatya docs not narrativise the 
global dimensions of this scenario (beyond 
the nebulous foreign connections in an 
unnamed country which enable Rajesh and 
Prem to build their factory), be succeeds in 
domesticating (and tliereby, rhapsodising) 
the ‘good life’ provided by unquestioned 
resources of money. 

But this is not all. Apart from tuning very 
ingeniously into the infantalisation of desire 


that seems to be pervading "CHir siKiety 
through a craze for novelties and 
aimmoditics. S(.x>nq Bar jutya isalsodrawing 
on very real needs for 'security’ and 
‘community’, which are being eroded 
systematically by the state. In this regard, 
the most problematic component in his 
projection of utopia is an effervescent 
constmetionof'the community'as pmviding 
a mcxlel as it were for a well-ordered, 
wholesome, civilised Indian life. It would 
be an exaggeration, perhaps, to claim that 
HAHK is about the Hindu Right, but it is 
definitely a film that would not have been 
possible without a deep intci*nuli.sation of the 
Hindu Right in pixpular and mass culture. 
What can be seen against the grain of the 
film, through the seeming idicK'y of its 
naiTative. is the case with which the market 
has been embraced within a matrix of uppei - 
class, 'traditional', hindu cultural values, 
with an appropriate dose of religiosity to 
keep 'the family’ happy, and very di.sercetly - 
without making an issue of it - to keep the 
others out. Of course, if they wish io enter 
this matrix, they will always be welcomed 
with a cup ol lea and absorbed. 

'Claustrophobic*, ‘homogenised'. 
'monocullurar. 'totalising' are someol the 
signs ol' a new naiTativc that seems lo he 
emerging tiirough (lie negation of eaiiiei 
film nan*alives. which for all their moralistic 
hypocnsie.s and affiliations to earlier modes 
ot capital, wciv more expansive, variegated, 
histrionic, and diverse in Iheir mt>dcs t)f 
reprc.scntution. All HAHKcaiulo is to invoke 
the master narratives of Mughal-K-A/.am, 
wSholay and Bobby through u game, where 
the inner circle of ‘the family' sits around 
and pas.ses a cushion lo buixts of old Hindi 
film song.s. Nostalgia is fetishised through 
quotations, but the lessons of the past are 
not rc-invcnled. Instead, they are submiiicd 
to the horseplay ot self-exhibition and then 
glibly passed over for the cultivated 
Nupcrficialities tif the present. 

It is, indeed, a sad sign of our times that ; 
we should be celebrating the century of ^ 
cinema in India with a superhit so vacuous * 
as ‘Hum Aapke Hain Koun...!* - a film 
devoid of any illusion worthy of the massive 
suffering and poverty of millions of people, 
who arc at once the primary patrons and 
victims of its vision. The ‘innocuous’, 
however, is what appears to be the idiom 
most deeply related to the ^banality of evil’ 
in our times. * 

Notes 

[I would like to thankGagan Makar for his criti¬ 
cal contributions to the leseaich of this essay.] 

1 In this respect, HAHK is significantly different 
from Soony Baijatya's eailier supeifatt ‘Maine 
Pyar Kjya‘. where romance is foregrounded 
and built into the structure of (he film, 
concentrating on two young loveis divided 
through class and patriarcM suiciuiea, who 
eveat^y come together whhapigeon serving 


as a go4«ecweeii. In HAHK, rouiancis; is ag 
elabonite motif supporting a much niorC 
empbatfccelebritfion of capital andconimuniiy, 
hut the *k>ve story' is suborned (asdiSciissed 
in my essay) within a laiger propagation of 
*utopiu‘. 

2 At (lie risk of stressing the insignificant, it 
shiHild be pointed out that the word 'Koun' 
in the title is fliLShed and then erased, so that 
the final title in the last image ot the film reads: 
'Fiuin Aapke Ham...!* This would .seem to he 
even more of a declaration than the title of the 
film. 

3 Kenuku Sliahane cixild be the first televusion 
personality to be featured prominently in a 
Hindi film .superhit. By casting her as Pooja, 
Barjatya i.*; obviously playing on the persi>na 
lor which .she i.s l>est known thrcnighiKit India. 
as tlie anchorwoman, the .second-in-command 
on Siddhatl li Kak’s gRXssly ovemiled 'Surabhi ‘. 
In tlie mie of Pooja. .Sliahane merely extends 
liLT.secoiul-in-commund staiu.s as thccharmtng 
wife of Rajcsli, comhining a modern, level¬ 
headed cheerful outlook on lite (punctuated 
wi th .semi-automatic gnus) along with a dutiful 
subservience as the ‘hahu* in a Hindu 
hou.sehold. In a diltereiil register. Pooja’.s 
hanicnng tone in her playful exchanges with 
Piem, I.s startlingly similar to the rehearsed 
repartee that Reiuika Shaliane has adoptexl in 
her exchanges with SiddltaHh Kak. In the 
comhiiiation ol t radii ion' and modcniity', 
wining inloniuiliiy' and 'protes.sioiiulism'. 
not to mention ihecnnsumensm that Surahhi’ 
propagates through its euiluia) quiz, there are 
.some very tanlaliMiig, yet lelling .signs ol the 
growing nexus between 'television' and 'film' 
cultures 111 India. liiis will definilely be a 
suhicci W4)ilh analysing at a later stage 

4 Hypothetically, lor the sake ol argument, it 
would he almost impossible lo imagine HAHK 
ciuitcxiualised in a predoininanlly musliin 
social background Nor i.’! it entirely pjau.sible 
that the hiverscoyld he divided' in the ehLs.sic 
Indian lomiula tliiough warring families or 
distinct communilies. Iliis is not to assume 
Iha! llu’se option.'^ would be free ol their own 
politics, but the point isihai HAHK obliterates 
the po.ssibihly ol such options through the 
simiig, lundu majontarout thru.st of its narrative. 
In a later .scene, following Pooia's death, 
I.allot) IS indirectly pilled against Bindu. when 
.she brazisiily .suggests 1 hat Rajesh should many 
her niece. Sweety, on condition lliat Pooja's 
child can be brought up by an ayah. As the 
men in (he family echo Igloo's deep sense 
of shiKk, Bindu flies into a rage i^ch is 
terminated only when her seemingly mild 
husband, ‘Mamaji'. slaps her for lier tlagrant 
insensitivity to a mother’s love ('ma ki 
iiiamta'). In the proces.s. Btndu's aberrant 
behaviour reinforces the essentially civilised 
codes of family life upheld in (he film. And 
significantly, when Bindu makes her final 
appearance as a reformed, pregnant wife, hei 
vainp-like behaviour i.s obliterated through an 
apparent change ol consciousness. So. 
ultimately, even Bindu is part of Sooraj 
Barjatya’s 'happy end'. 
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Children’s Work 

T V Sathyamurty 

ChUdrcB’s Llfeworkls: Gender, Welfare and Labour in the Developing World 

by Olga Nieuwenhuys; Routledgc, London and New York, 1994; pp xviii + 228, 
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SOCIAL SCIENCE literature on child 
labour, not dissimilar to that, until recent 
times, on 'woman work*, has focu.sed 
attention almost exclusively on the 
exploitation of children in wage labour in 
the urban industrial sector of third world 
economics. This hus been a direct result of 
imitating the social and economic concerns 
attendant u(H)n the specific conditions under 
which early industrialisation Uxdc place in 
the 18th and 19th centuries in advanced 
capitalist countries. Even journalists in India 
have seldom considered the lole played by 
children in the sphere of work at a broader 
level, encompassing the contribution that 
they are required to make in u large variety 
of tasks some directly and others indirectly 
linked to production - universally faced by 
rural and peri'Uiban families in their struggle 
for survival and in their attempts to keep 
their collective head just above the level of 
poverty. 

Children’s contribulton to the rcsihence 
of primary producers belonging to the noii' 
formal sector is not only indispensable but 
also invaluable. However, (heir role is often 
ignored (as in the thinking behind those who 
favour the theory of dual economy, 
hermetically sealing the modern from the 
traditional and the factory from the family 
sphere of production) or explained away as 
socialisation experience. 

Olga Nieuwenhuys’ study cmhixlies a 
complex range of comparative interrelated 
work, embracing children in two different 
familial and social contexts of the local 
economy (linked to the wider regional and 
global economy). It has been carried out 
within the (rame woik of die formal discipline 
of social anthropology, and fleshed out with 
insights and conclusions derived from a 
detailed reading of the sociclogical and 
economic historical literature on thr coir and 
fishing industries in Kerala. It is a «M'illiant 
and greatly satisfying achievement. It is 
unlikely to be surpassed in the foreseeable 
future and should serve as a model of field 
study weaving together comprehensive 
qualitative and quantitative empirical find¬ 
ings with theoretical interpretation, argument 
and afialyais. It represents a methodological 
achievement of the highest order. 

It is difficult to do justice in a brief review 
to the enormous range of empirical quarry, 
drawn from a rich scum, that Nieuwenhuys 


lays before the reader. A brief outline of 
what the book is abciut is all that can be 
provided here. This work is about the 
iifcworlds’ of the children of the rural poor 
in two contrasting settings, both located in 
a village with|the/iomd<»p//iiiM»of Poomkara. 
not far from Haripad (Alloppcy district) in 
Kerala. 

Of (lie two economic activities in Pcximkara 
which Nieuwenliuys’ comparative field .study 
embraces, hsliing has undergone 
considerable mcxlcniisalion, unlike the coir 
industiy which has barely survived industrial 
obsolc.sccnce against heavy odds. In the 
fishing industry, male children perform low 
level tasks for which their remuneration 
varies from minuscule to nearly negligible 
levels, whilst iKing socially exempted from 
tasks regarded as pure drudgery. In the coir 
industry, female children arc expected to 
cany out a wide variety of domestic tasks 
as well as work related to the preparation 
ol raw mutcnal (mostly through u system 
of putting out) lor the higher .stages of 
prcxluclion for pr.ictically no remuneration. 

Seniority in age and gender differences 
cxerci.se a determining influence on tlic 
relative position ol'child workers. Muslim 
temule children (coir). e/Jiava female children 
(coir) Muslim mule children and c/hava 
male children are ditfercntially affected by 
such winds ol social change us blow across 
a predominantly pre-capitalist .society 
adapting itself to a constricted economic 
lolc in a world rapidly penetrated by global 
markets and global capitalism. The female 
children of the rural (>oor are thus thrice 
damned - damned by hierarchy, damned by 
gender and damned by the resilience of pre¬ 
capitalist s(x:iai modes of production which 
persist in an environment in which the 
economy of the state is top-sliced to conform 
to (he requirements of the international 
market. 

Mainstream sociological literature tends 
to subsume the entire life experience of 
children under suck circumstances - 
circumstances which render their varied 
involvement, under coercion, in largely 
uiiremunerated domestic as well as directly 
productive woik of all kinds, aa essential 
requirement for the bare survival of the rural 
poor in general and the family in particular 
- under such euphemistic rubrics as 
'scKialisation*. and 'unfree, unproductive 
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because of being unwaged labour’. It 
dismisses them altogether as constituting a 
’non-suhjcct’ by invoking the purely 
cconomistic theoretical device of 'dual 
economy ’. Thus, a veil has been thrown over 
an aspect of exploitation of children which 
is at least as imi>ortant as that relating to 
wage work involved in factory pnxluction. 

Nieuwenhuys’ study has successfully 
attempted "to disclose what is invisible’* and 
to depict "keeping the huge difference in 
ptjwcr, freedom and wealth (not only! 
between classes, hut also between adults and 
children in mind, how the working children 
thetmeivessec their own lives’’ (p 7. cmpliasis 
.supplied). Taking as her starting point an 
impressionistic picture (based on close and 
careful observation) of "children’s subjective 
views of the world around them*', 
Nieuwenhuys relates it “to the picture 
obtained from quantitative and qualitative 
data provided by adult informants’*. 

In the last three chapters of the book, the 
author has .sought to raise the analysis of her 
findings to a more general and comprehensive 
level by examining the literature that has 
accumulaiedon Kerala in the fields of history', 
economics and other six^ial sciences. The 
result hus been a theoretically rich, 
methodologically multi-faceted and 
empirically brilliant and original, in short, 
a truly formidable interpretation of "the role 
of children in social movements and in the 
pnx;esses of transformation undergone by 
Kerala .scxiiety". 

Tlic actual .study is presented in the form 
of seven substantive chapters. In the first 
chapter. Nieuwenhuys lays bare, in a lucid 
anddirectmanner. her.stand[)oinL Rejecting 
as preposterous the notion that children’s 
work is morally neutral in the context of the 
peasant family, the author de-constructs and 
re-consiructs children's work, exposing lo 
fu 11 view tlic nil-de*sac to which (he orthodox 
and limited view of ‘child labour’ has led 
much of social science work on the subject. 

The section on ‘Mcthcxls’ fills in thepictuie 
of the larger group'project of which 
Nieuwenhuys’ research is a part, and of the 
.scopeof the fieldwork. Itsmain aim consists 
of two parts: (1) to provide an understanding 
of the rural society in which children grow 
up; and (2) to fill in hitherto uncharted 
territory by means of detailed observations 
of children at all hours of the day - far 
beyond the confines of the work floor, "in 
front of shops, near marketplaces, near ponds 
and wells, along tracks, in gra/ing grounds, 
on the beach, in kitchens, classrooms, 
Koranic schools, the nimsery schexd. etc" 
(p 33). The in-depth interviews of children, 
which forms the crucial plank of the study, 
took place itfter gaining an understanding 
of how children’s time was organi.se<l and 
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of bow tbe aduh niwhl on^aniiNM) 
around it. Nioawenbuyft' mtorvi^w^ wfttb 
childrei!i helped her 

to appreciate how miich they retied on their 
own rectlieoee and how strongly they were 
led by their belief in a better future. I hope 
that this book vrill elicit .wbdarity rather 
than pity (p 34). 

A scone thus set is a happy augury for what 
follows. The SIX substantive chapters (2-7) 
not only fulfil the reader’s highest 
cxpectaittnos but also throw in a number of 
bonuses along the way. The choice of 
Poomkara ’’a relatively peiipheral and 
somewhat isolated locality, in a region 
involved in intense social, economic and 
political change’* is justified on the ground 
that its very peculiarity or * unrepresentative ’ 
character enables comparisons that would 
otherwiae have been difficult to realise. 

An exceptionally high concentration of 
Mu.stlims in Poomkara has enabled 
Nieuwenhuys to make inira-societal 
comparisi>n.s between twodifferentscgmeiits 
of rural population belonging to "backward 
castes and communities’ - in this case, 
ezhavas and Muslims. The chapter concludes 
with a portrait of the normal run of children 
belonging to these two segments of the 
population in schools against a background 
of the domestic setting to which they belong. 

Chapter 2 begins with a convincing 
explanation of why the author has chosen 
an untypical region such as Kerala for her 
fieldwork. Its peculiarities - viz, high level 
of schooling, the exceptional position of 
women, and relatively militant trade unions 
offer "interesting mau;rial to lOiplore the 
field of interaction between childhood 
ideology, child welfare policies and 
economic processes’*. 

Chapter 3 provides asociological account 
of the links between tbe local si>cic(\ of 
Poomkara and the wider society, all tlic u ,iy 
from "the houseliold. which is the immedj aic 
society in which children gl ow up. the family 
circle, which links the jointinteresu of related 
households, up to complex structures and 
articulate communities, castes and classes’* 
(p 38). The field of interact ion between tliese 
reference groups is mapped out. The picture 
that emerges is one in which the dynamics 
of the evolution of the role played by children 
in rural society makes room for a greater and 
more self-conscious assertion of their 
individual needs. The patterns of dependence 
that stem from class relations (i e, land 
relations), the household domain which is 
subject to constraints imposed by its 
subordination to the larger society, and the 
fluctuating ambiguities of childhood (as 
expcfieticed, chiefly in the relalkmghips of 
gender and seniority) in a time of tranaitioti 
and undergoing a profound process of 
transformation, constitute the main ingredi¬ 
ents of the sociological scene set in this 
chapter. 


iQikpteis 4 and i present the main bulk 
of the fleidmaterial on which Nieuwenhuys’ 
study is based. In Chapter 4, the lifeworld 
of (predominantly male) children in the 
fishing community of PtMimkaru is explored 
in a context provided by contrasting socio¬ 
economic differenltalion between the world 
of artisanal fishing which, in the last two 
or three decades, has been overtaken (but 
by no means de.<troyed) by vast changes in 
tiic fishing industry and technology on the 
one hand, and on the other, among children 
wiiocngage in I our different types of activity 
(fishing and foraging for subsistence; small- 
scale fish vending; rendering service to a 
boss and the crew during operations on the 
beach; and work in a shorc-seinc crew). 

Tile contrast iKtween boys ort the whole 
and adults is more maiked than that among 
boys. The familial hierarchy and (he intci- 
generational hierarchy exert u doubly 
oppressive effect on the smallest among 
"Poomkara’s small fry’*. The interview 
material presented in Chapter4 throws light 
on the zone.s of ambiguity in the 
psychological and emotional makc-upof the 
child worker, and in particular on the conflict 
between privilege and duty that is engendered 
in the crucial difference that child work 
makes to the .survival strategy of rural 
families. Even though the main focus of 
Chapter 4 is on boys, Nieuwenhuys never 
loses sight of the familial context which 
includes girls and women. 

In Chapter 3, Nieuwenhuys is even more 
in her element than in Chapter 4. Tlic 
empirical foundation of this discu.ssion is 
constituted by Uic meeting point between the 
weight of hierarchy and the weight of gender, 
the double weight pressing down upon girls 
whose work in the home-based preparation 
of raw material needed for the manufacture 
of coir products. The coir indu.slry contrasts 
sharply with the fishing indu.siry; in the 
latter, advances in mechanisation and 
technology have deepened the links between 
the Kerala fishing industry and the export 
market serving distant areas in and outside 
liKlia. whilst intensifying the relations of 
exploitation iTcrween child workers and the 
local artisanal fishing community. 

Tlic t oir industry had its heyday in the 
immediate aftermath of the war, before it 
succumbed to a rising tide of manufacture 
of synthetic substitutes which cs.scniial)y cut 
Kerala cob out of the world market. As Uic 
title of Chapter 5*suggcsts, the coir making 
girlsofKcraia.sincelhedcmisc of the world 
market for coir, have been hanging by a 
thread. The predominantly female w orkforce. 
operating an essentially putting out system 
reflecting tiie over-powenng influence of 
hierarchy, has little nxim for manoeuvre in 
its unequal relationship with the merchants 
wliocall the shots now, in an era of dwindling 
maifcets, as in the past when (iToduction 
could be marketed to advantage. Female 


obildren undcMtake four diffoteiii i)^ 
of activity two entirety unremunerated 
(i e, undefined helper, and beatcr/rotmor in 
a domestic unit), and two marginally 
remunerated (i e. hired beaterfrotator and 
hired worker in pre-processing and 
transporting). Interview.-! with girls working 
in the coir industry aic superbly nch and 
bring out (lie complexities in the relationship 
l)etwcen daughter and mother, between girls 
and women, between different sphere.s of 
work in an apparently undiffeientiated 
domain of family life, and between the 
overlapping spheres of 'Work for love’ and 
‘work for survival’ - all of which is embedded 
in (he wider .setting of gender relation.^. The 
clear conclusion emerges that the economic 
value attributed to work closely reflects the 
hierarchy of .seniority and gender. 

Chapters 6 and 7 set the specific 
conclusions of Chapters 4 and 5 agaiasi llie 
wider background of Kerala’s economic 
history and social change that have 
accompanied its post-colonial development 
and under-devclopmcnt. Chapter 6 contain.^ 
an excellent di.scussion of the change in 
labour relations in fishing accompanying 
large-scale mcchunisalion and tbe 
indis|)cnsuhility of children’s vvork for the 
survival and reproduction i>f an otiicrwise 
doomed artisanal fishing indusliy. In the 
course of developing her ideas, N icu wenhuys 
disposes of the cconoinislic myth of the dual 
economy and lestores uni emune ruled work 
to the hcuit of the moral and political economy 
of the workplace. Thereby, she challenges 
the narn'»w confinc.s within which its study 
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been ceiled out in the pasit by empiricti^i 
Kocia! KcienitKU. The impact of the Indian 
government's recently announced policy of 
opening up deep sea fishing for direct 
exploitation by multinational companies 
(NtNCs) on the deepening involution of 
artisanal fishing is an aspect of the problem 
faced by botli sides of the indigenous fishing 
industry- traditional and mcxiem -on which 
Nieuwenhuys' views on future trends would 
be of considerable interest. 

Like Chapter 5, Chapter 7 also includes 
an account, marked by incandescent clarity, 
of the built-in resilience of the domestic 
production of coir, despite declining demand, 
in a context provided by the work contributed 
by girls in the midst of the ruins all round 
the indu.stry left behind by economic tragedy. 
Chapter 7 concludes witli a fine discussion 
of the close inter-conncction between 
education and domestic work in the lives of 
the (especially ezhava) girls of Poomkara 
Bducation. under these circumstances, seems 
to have two cutting edges instead of one. 
with the result that one cannot speak ol a 
linear impact. On the one hand, education 
widens one’s MK'ial outlook and cmpha.sises 
the importance ot the individual, and 
therefore undermines hierarchy; on tlic other, 
by virtue of its appearance iii combination 


AS the BJP prepares to face the eiccloratc 
in five more slates this mt)ntli. confidently 
expecting a handsome win in ai least two. 
it appears us if the alarm signals that were 
sounded sixm after the Bubri masjid was 
demolished just two years ago were either 
premature or arc no longer relevant. Indeed, 
the electoral losses of the BJP in the Hindi 
heartland in 1993 have so increased 
confidence in the people’s robust capacity 
to repudiate communal ptditics that many 
of the post-demolition pro-secular groups 
ceased to function with the same sense of 
urgency as in the early months of 1993. BJP 
electoral gains in newer regions meanwhile 
have been minimised or dismi.sscd as 
inconsequential in the bigger scheme of 
changing political alliances. At the same 
time, the BJP itself seems to have given up 
its aggressively pro-Hindutva platform, and 
has become indistinguishable from its 
national counterparts; the Hindu (February 
10) reports that the BJP and the Congress 
manifestos in Gujarat are ''identkar'. 

In such a context, the book under review 
could appear dated, as areminder of dangers 
that have passed. But events ofthe past two 
years have also clearly indicated that, while 


with, rather than In the plaoe of. domestic 
labour, it '*has come to play an inoraastng 
role in sanctioning the universal 
subordination of children to the system of 
seniority” (p 197). 

Tlie ciMiclusions to which the findings of 
the study lead (Chapter ^) are not only 
compelling but also irresistible, 
Nieuwcfihuys has successfully undermined 
”thc current restrictive approach to child 
labour”, which has been the ruling ideology 
of organisations such as the International 
labour Organisation (ILO). She has shown 
that the ambiguities entailed in the '^critical 
notions of work, expbiution andchikthood” 
need to be carefully de-eonstructed in a 
number of studies. Of such, the one 
considered here is. in the reviewer’s view, 
a pioneering example. 

This biX)k has pitwidedclinching evidence 
to the effect that, ''in spite of the serious and 
persi.((ting inequalities of gender”, the 
children of Kerala “have a will of tlicir own 
and are taking the future within their own 
hands” (p 206). A most enjoyable and 
enlightening scKial anthropological voyage 
of disct)very in the company of a guide with 
antennae incoinpurably astute and sensitive 
(o nuances of observation and evidence 
behind the baffling complexities of change. 


the BJP s electoral lortunes have certainly 
been niictiiuting. communalism in Indian 
society has by no means been dealt a death 
blow, and is alive and well in several newer 
legions and on newer issues. This short hook 
of essays, inoslof which were talks that were 
delivered to a largely ixm-acadiemic audience 
in Hyderabad sin^n after the demolition in 
December 1992. serves as a Umely reminder 
of the deep roots that communalism has 
struck in Indian s(x:icty. It also functions as 
a handy recap of some at major themes 
that have been discuaaed in the media and 
inscholarly analyses in thefecentpaat. though 
the chances of even Ihia bocit reaching 
beyond a committed circle of secular 
democrats is less assured. 

There is no single perspective on 
secularism or communtliam that unifies diis 
book. Thus some wrtim persist in seeing 
communal consciousness as 'false* 
consciousness: it af^ieam as ifllw brief shock 
to such well-worn ihecehMi ateinistered by 
the demolition, leading some lo recover the 
’good’ Hinduism from the 'bad', has now 
worn off. KumamahClarimvii^ 
of the economic onderpinniiigs of 
commuoel»ro leads him to suggest that 


reUgfon ts a 'false issue” (p Yet. it is 
pim^isety agauist such deliberate left wing 
blindness to the relevance of religion that 
K N Panikkar warns in his essay. Panikkar 
also claims that one must understand the 
pervasive presence of religion in popular 
con8ciouRne.sK in order lo "critique their 
distortions and misrepresentations [of the 
epics by the television media for example] 
and the projection of these epics in a religious 
garb, overlooking their universal and secular 
content” (p 45). Rajeev Bfaargava suggests 
that die BJP effected critical shifts in the 
meaning of keywords "secularism, 
democracy and rights”, and somehow 
deluded the middle cia.*!s intelligentsia into 
supporting the demolition in particular and 
the politics of the BJP generally. 

This embarrassed negotiation of religious 
tradition, which reluctantly acknowledgc.s it 
wiiilc seeing it as misleading rather than 
fulfilling .some need in different sections of 
the population, persists in some other 
writings. In part, the tensions arise since 
most of the writers owe allegiance to 
Marxism, and in some ca$c.s are constrained 
lo trace material causes for the rise of 
secularism. There are indications, even in 
this hook, that such links must and can be 
established, tliough not necessarily according 
to some pre-given models. Thus, Javeed 
Alam. the only writer to comment on the 
content of minority communalism in 
Hyderabad, offers a very nuanced reading 
of bow the Majlis has made political headway, 
primarily by attending lo the very secular 
daily needs of the poorer .sections of Muslim 
Hyderabad. The Majlis has been particularly 
active in providing riot relict, running 
educational institutions with the leadership 
functioning as benefactors. Alam discovered 
that Majid Khan, who enjoys a rather dubious 
reputation in some circles, was something 
of a hero among the poor Muslims, providing 
critical grass roots support for Owaisi. A 
point made by Achin Vanaik in Painful 
Tr€msiUon, and echoed since then by those 
who have written on Maharashtra and the 
strength of Shiv Sena, is that we cannot 
overlook the innumerable ways in which the 
right-wing cadres make themselves 
indispensable on a daily basis, organising 
schools and classes, sports activities and 
even the supply of kerosene and other 
neoeasttics. Contrary* to the view that has 
lately become popular. Alam also makes a 
crucial assertion that minimising thedangers 
of minority communalism as somehow "less 
dttigerous” is flawed, and suggests that the 
democratic forces within the minority 
conununtty must also be strengthened in 
alliance with other dominated groups. It 
Bieants that Alam considers the secular 
gieupa focusing exclusively on the religious 
and civil rights of the minority may psyttpont 
and even prevent the social transformation 
urgently called for. 
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locl^ded in thii; coHectii>n tht; 

excellent »nd chilling repent of the joint 
delegation oo women end communal 
violence that visited Ahmedubad. Bhopal, 
and Surat. While repenting on the teirihlc 
atrocities committed on women in these 
areas, of which sexual assaults on minority 
women were by far more severe, the team 
discovered a definite link between the 
deteriorating relations between Muslims and 
dalit working class people and the "relocation 
of population on communal or caste lines*'. 
At the root of such relocation were the 
housing societies which in Ahmedahad and 
Surat were identified by the women a.s tlic 
cause for isolation, suspicion and hate, 
between ci>mmunities. Togctlier with other 
aspects of the riots their deliberate planned 
nature, the indifference of the pi^licc, and 
the lerribie fear of those who had saved 
Muslims from sure death or rape to even 
admit of Ihcsc acts - the report points lo 
cleavages that have been deepened and 
festered at a variety of levels, not the least 
of which is economic, since the most 
vulnerable on both sides were the ptnu. But 
there was evidence, (hough not 
overwhelming, of mutual help between the 
communities, which can only be explained 
by thesolidarities of gender. Yet were women 
in these areas only "victims of tragedy” or 
"humane neighbours"? Tlie role of women 
as agents of communal ideology is a 
surprising absence, especially since it has 
been el-scwhere demonstrated that women 
often play an active ndc in inciting and even 
participating in riot. Fluvia Agnes' 
aintribution in the volume suggests as much. 

Importantly, both Alam and the women *n 
report point to the relative ineffcctivity of 
other forms of mobilisation in neutralising 
the power of communal ideology. Neither 
the communist influence in Hyderabad nor 
the women's groups in Ahmedahad were 
able to provide clear secular alternatives. 
Tills remains an unexplored u.spect in the 
h4K)k. which docs not assess the effects, 
whether strong or weak, of an impressive 
airay of democratic movements on the 
increased communalisation of the public 
S(x;ia] realm. On the olhci hand, (here arc 
two articles which truce the ideological 
manufacture of the Muslim as an object of 
hate, and the way in which consent i'or 
communal violence i.s built in the Hindu 
community. In other words, attention is here 
paid lo die ways in which Hinduiva organises 
its shock troops, successfully putting in place 
certain stereotypes that hear no relation to 
ix^ality yet acquire a materiality of their own. 
Pradip Dutia and Sumit Sarkar demonstrate 
Uk icieological construction of the Indian 
Mu.slim as inherently dangcnnis, unpatriotic 
and prime to excessive violence. Once in 
place, the archetypal violence of the Muslim 
in its very alterity is not just feared but 
dexired (p and the analysis i»f the 


Ni7Amuddin and Khurja riota reveal]^ that 
the riot heevimes a way of achieving this (p 
91). Uma Cbakravarthy*s article similarly 
kx>ks at the manner in which consent is 
manufactured for the violent pi>litics of 
Hindutva. In her analysis of Bhagalpur. 
Khuria and Ayixlhya between 1989 and 
1992. slic demonstrates that a combination 
iif rumour mongering, pamphleteering and 
a strategic use of the media makes a^mmunal 
violence part of the middle class Hindu's 
common .sense. In her brief intnxluction she 
also makes a puz^ling assertion that the 
grounds for the blatant repudiatbn of the 
rule of law by the Sangh parivar were laid 
during the lawlessness that was set in place 
by the Emergency, and continued thniugh 
the 198()s. particularly during the anti-Sikh 
riots of 1984. Tlicsc acts o( the state, she 
says, "led to a breakdown of the original 
post-independence consensual valuesof the 
polity and a tlioniugh destruction of the 
institutions whose sancuty was an ideolog ical 
principle commonly agreed upon” If the 
upper c]asse.s/castes were indeed dismayed 
at the erosion of liberal values and the rule 
of law, it doe.< not adequately explain why 
the lawlessness of the Sangh parivar becomes 
easily acceptable. Instead (he attractions ot 
the ideology of Hindutva forthc up|>crcasic/ 


class Hindu may have stemmed from ibe 
multiple forms of seir-a.ssertitm by dalils. 
Women, etc. whicli equally matk this period. 
In this sense, the continuities between the 
anti-Mandal agitation and the upsurge cA' 
Hindutva cannot be overlmdted. Yet the 
whole hook, and mil just Chakravarthy's 
piece, remains silent on these aspects of 
coinmunalism. 

The book has its share of pious 
sentiments, shared, nor withtmi passion, by 
such people us Prun Chopra. Keshav Rao 
Jadhav and P Sainath. Pleas to build a more 
robust secular movement (p 82), recover tlie 
traditional activism of the press for secular 
purpexses (p 149) or remain non-violent 
(p 205) arc variously made, reminding us 
that these were probably necessary and 
effective us.scrtions to make at the time. 
There arc also articles by K N Panikkar and 
Cyan Pandey that rehearse the iiiler- 
prctution.\ of history that have been 
deployed in the communalist’s struggle to 
gain credence among large .sections of the 
Indian people. Yet. all in all. it i.s not very 
clear for whom the whole b(X)k is intended 
since it is too gcnerul. even repetitive, to 
he of interest to the specialist, and at the 
same time maybe loo broadly spread to be 
useful to political activists. 
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Protection and Exports: A Theoretical Note 

Sugata Marjil 
Abhirup Sarkar 

Protected hooke market reduces incentives for exports. We theoretically examine such an assertion and arf^ue that 
if tariff is the protectionary device, exactly the opposite should he true. The conventional wisdom holds Jor quantitative 
restrictions. Our discussion critically clarifies the hypothesis that Indian exports are residual. 


I 

Introduction 

IN recent years a number of uiulerdcvclopecl 
economies have been going through a 
process of economic liberalisation and 
structural change. The agenda includes, 
among other things, trade liberalisation as 
well. Apart from classical arguments for 
gains from free trade, it is pointed out that 
trade liberalisation increases the volume of 
exports in two different ways [Bose I ^931. 
First, through trade liberalisation, imported 
inputs going into the production of exports 
become cheaper which naturally stimulale.s 
export.s SctH>ndly and perhaps more 
importantly, ^radc libeialisalion crcaie> 
more com petition in the domestic market 
thereby destioying local monopolies. 
Therefore, a domestic pnxlucer enjoying 
virtual monopoly power in the domestic 
market through artificial barriers to 
international trade, woulil find selling in 
the domestic market much less attractive 
aftertrade liberalisation. This would induce 
her to expem to the world market The 
present paper is concci ned with this second 
aspect of trade liberalisation. More 
specilieally. it is concerned with the effect 
of relaxing import restriciums (like tariffs 
and i|uotus) on the volume of exports. 

A related is.sue refers to the view that with 
large and protected domc.stk: markets, 
exporting is. for the most part, a residual 
activity. Domestic markets, by virtueol being 
large and protected, are intrinsically more 
profitable than intcrnatumal markets 
Domestic producers, therefore, first meet 
domestic demand and then sell to the 
international market if any i^utput is left 
over. If this view is ctinect. then domestic 
demand should have a powerful (negative) 
inllucncconeXiHMls. Kiedcl. Hall and Grawe 
(19K4)show that empirically this i^ indeed 
tile case with Indian export performance in 
the 1970s. Similar pi>ini has also been raised 
inNuyyur( 1976) and Wolf( 19X2). Naturally, 
the ptdicy prescription that emerges lix>m 
suchaiuilyscs points upwards liberalisation 
so that the mcentive to eater to the sheltered 
domestic market diminishes. .Such a.ssertion 
.seems to he tlawlcss because it relalesi>utpul 


allocat ions according to relative profitability 
of domestic and international markets. 

However, one is disturbed by U^e argument 
that lower) tariffs would incrca.se the 
exportable surplus since lower tariffs by 
reducing the internal price should actually 
increase domestic demand for the product. 
Although it is true that declining tariff rate 
reduces the gap between the domestic and 
foreign marginal revenue, the effect on 
domestic sales should reduce the exports. 
Tliis point IS missing in Bo.se (1993). We 
wcic at a loss in analytically supporting the 
commonly held view. Tins is the motivation 
behind this theoretieal note. In this paper, 
we give u theoretical explanation as to why 
exrK>rls may be residually determined in the 
presence i)t han icis im imports. We show 
that relaxing import restrictions di>es not 
necessarily inciease exports. We show, in 
particular, that if im[X)rt restrictions are in 
the form ot taiiffs, then a rise m the tanfl 
rale actually inci'eases exports. If. pn the 
other hand, lestrictjons are in the f/)nn 
quotas, u relaxation of such restrictions (i e. 
increasing the quota) leads to an expansion 
in exports Thus, in our mixlel. tariffs and 
quotas or more pivcisely a change in theii 
rates have opposite elTeets on the volume 
of exports 

Aivnleivsting implication iif our analysis 
is that a counti^ can increase Us cx)>orts (i e. 
dump its g(HHls i»n the worlil market) by 
increasing Us tarill on imports. An increase 
in tariff increases the domestic price and 
theivlbm reduces domestic demaiul. If ex|x>rls 
are residual, as is indeed the ease in our 
model, this reduction in domestic demand 
increases cxpitrts. Tlius import tariffs can act 
as a dumping device for exports In case ol 
quantitative restrictions exactly oppi^sile is 
true support ing the conveiUitmal wisdom. 
The next seMion contains a diagrammatic 
priM>f of iHir coiqeclua' We puwide si>mc 
concluding remarks in the last seclitin 

II 

l>i.scriniiiiiiUiiK Mfinopolist 
und Exports 

Consider a case where then: is a nionopoli.st 
which faces as the world price of its 


product, DD as the domestic demand, mR 
as the domestic marginal revenue and 
niC as the marginal cost of priuluciion. 
Suppose that the monopolist can practi.se 
piice discnmination and the home 
market is proleclcd l?y a tariff. Figure 1 
suggests that the profit maximising 
domestic price will be given by at 
which OA amount would be sold in the 
domestic market and AB amount would be 
exported. The existing tariff rate t is such 
that + t > pj. It is evident that AB. the 
amount of exports, is determined as a 
residual. Now, suppose t is reduced to i\ 
so that P *f r = P, < P,. This must increase 
domestic sales up loOA' and reduce exports 
to A’B, It IS clear that lower tariff has 
leduced expoits. 

Figure 2 descrilx:s a scenarit> where there 
IS a quota on iin|x>ris. Hence. DD isprc.scnied 
as a quotu<ad justed demand curve sucli that 
the true deman<l curve is parallel to DD and 
lies to Its light The initial equilibrium is 
again charactensed by AB amc’)unt of exports. 
Suppose the amtmnt of quota is increased 
which IS similai to a policy of trade- 
liberalisation thmugh tariff reduction This 
would imply «i downward parallel shift in 
DD incicasing cxpoiis to A'B. Hence, trade 
liberalisation in the form of relaxing 
i|iiantitalive lestriclion should promote 
exports. This alst) suggests that tariff and 
quota are niMi-equivalent in terms of their 
eliccis on exports. 

Tile intuition behind (his result is fairly 
clear. A lower tariff increases the effective 
SI /c id‘ the domestic m arket. W ith priKluct ion 
held I ixed. i e. t>cing determined by P^ = mC. 
exports must fall. W^ith increa.sing quota, the 
whole demand curve shift to the Icft.clome.slic 
sales lull and exports move up in our 
example with the tariff the equilibrium level 
of imports is /.ero. However, this is not 
neeessai7 for the result to hold. One can 
build up a framework following Marfit and 
Kabiraj (1992) to argue that with uneven 
distribution of income and an cslabli.shcd 
foreign substitute, a decline in tariff may 
increase imports and the si/e of the local 
industry simultaneously. This would 
definitely reduce the exports ot the domestic 
brand. 
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Note that CD ks the discontinuous stretch in the domestic mR cuive. 

FinuKE 2: Quota 



ni 

Concluding Remarks 

The purpose of this note has been to 
analytically re-examine the hypothesis that 
the exports are residual. The casual remark 


of protection as export*deterrent is verified 
in terms of a simple theoretical framework. 
We have shown why such observations 
need caifful analysts. As a theoretical 
mtercise it is interesting because normally 
we tend fo associate tariffs and quotas with 


iinttoits. Ibey can Vtny well be jiirate^iAs 
to promote 6X|Kxts. An inteieating exm 
is the Japanese case where home-made 
automobiles cost much less in a foreign 
country say in the US than in Japan. Oieater 
production may actually restrict the size of 
the domestic market enabling Japan to 
export. 

However, one should remember that 
our analysis or for that matter any 
analysis dealing with the particular issue 
does not claim that across the board 
export-promotion is always the first-best 
strategy. We do not discuss the normative 
aspects here because our purpose has 
been to focus on die positive point of the 
problem. 

It should be noted that a liberal trade 
policy by lowering profits from a 
particular protected venture can make 
other hitherto unexploited export projects 
relates relatively profitable. In that case 
new products or line of comparative- 
advantage might emerge. Moreover, 
imported inputs can be made cheaper to 
promote import-intensive exports. We 
are aware of such a role of liberal 
commercial policy. But the basic point 
that a lower tariff will not benefit ex is ting 
export.s of the same product remains 
valid 

Finally a word ol caution against the 
empirical method often used to prove the* 
residual nature of expi^rts. As in Riedel, 
Hall and Grawc (19K4), export-output ratio 
is usually regressed on domestic demand 
output ratio to prove the negative 
relationship between the two It is obvious 
that whenever domestic demand will 
increase exports will fall and vice versa 
given the level of production. This is an 
accounting relationship. For a valid 
econometric treatment one needs to test for 
the underlying market-structure and the 
decision-making process which treats 
exports as residual. 

[We are indebted to Amitava Base and Mihir 
Rakshit for helpful discussions.] 
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Emjrioyimnt and Unemployment 
in Andhra Pradesh 

Drends and Dimensions 

Cl Fartbasiarathy 
assisted by 
Jayshree Aiiand 

Thh paper discusses trends in unetnployment in Andhra PradeshJovHsin^i on (i) the ussocmion betw^een the proportion 
cf casual labour and unemployment and between unemployment utul rural poverty; (ii) rhanttes in the elasticity oj employment 
to output: (Hi) the puzzJe of usual status unemployment showing a rise even as there is a decline in unemployed person 
days; and (iv) employment generation under public works programmes in relation to the extent oj utwmpioyment. 


LABOUR market in Andhra Pradesli has 
some unique characteristics. Next to Tamil 
Nadu, it records the highest proportion of 
agricultural lalxmr households. Among 
such hi>uscholds, casual labour forms u 
large majority and has been growing. 
Female work participation rates arc high, 
(he highest among the major states When 
usual principal status workers alone are 
considered, it is also one of the major stales 
recording high rates ot usual status 
unemployment among both males and 
females. Unemployment among rural 
educated i5 high and is growing, re.sulting 
in the rise of a class of frustrated youtli 
attracted to naxalism. vSuch unique 
characteristics make the study of (rends 
and dimensions of unemployment in 
Andhra Pradesh necessur>\ 

In considering the trends, we examine 
some propositions relating to the labour 
market observed in literature. Tlicse are. (1) 
associaUon between casual labour proport ions 
and unemployment; (2) unemployment and 
rural poverty; (3) decline in elasticity of 
unemployment to output: and (4) puzzle of 
growing usual status unemployment 
associated with declining unemployed {lerson 
days. Besides, wc also examine the 
dimensions of public works programmes in 
relation to die challenges of unemployment. 

I 

Trends in Unemployment 

Daily Staws Unbmploymbnt 

The most comprehensive mea.sure of 
unemployment among all the measures 
applying time criteria is daily status 
unemployment. It captures chronic 
unemployment, seasonal unemployment 
and intermittent unemployment in one 
single measure. By this measure, rural rates 
of unemployment, which were l^igh in the 
1970s both for males and females, showed 
a significant decline in the 19S0 k. Rural 
rate of unemployment for males showed 
a decline from 8*07 per cent in 1972-73 
to4.90percent in 19S7-K8 andniral female 


rate of unemployment declined from 16.35 
per cent to 9.40 per cent. They continued 
to be around double the coiTcsponding 
rates for male.s F.ven urban rales of 
unemployinenUontinucd (odeclinc, thiUigh 
not so sharply, and were lowci in early KOs 
as compared to 70s. Yet. it needs lo be 
recognised (hat female rates (d 
unemploymcnl. even in urban areas, 
exeeded die concspondiiig male rates, (t 
should furlhcr be recognised that 19X7-8H 

wa. s marked l>y a le versa I of the decline 
in uncmpioymeiii in urban areu.s. both lor 
males and females (Table I). The sharp 
decline seen m rural unemployment as in 
1987-88. despite it being a had whether 
ycai. could paitly be attributed to the 
outflow of mral unemployed labour to urban 
areas and partly due to employment 
programmes It needs to be noted (bat even 
while the rate of unemployment show.s a 
dclinc, the absolute numbers of unemployed 
have been rising even by this measure 

Usi^al Staius UnUMPLOYMI'M 

The usual status unemploymcnl lale by 
principal occupation mcasuics chronic 
unemployment. As is to be expected, 
chronic rural unemployment, in the context 
of widespread poverty, i.s low. As in 1983, 
it was only 1.44 per cent for males and 0 9 
per cent for females in rural areas. Hven 
in 1989-90. it was only 3.05 per cent for 
males and 1.38 percent for females. After 

all, poor people cannot he expected to be 
unemployed for long periods. Since they 
have to survive, they have lo do something 
or die other, however meagre their earnings. 

The trends in chronic unemployment as 
seen for the Uiree lime points, 1983.1987-88, 

1989- 90 for whicn date arc presented, show 
a rise for rural males. This i.s in contrast to 
(he daily status unemployment which shows 
a falling trend. The lower figure shown for 

1990- 91. "u thin sample*, needs to be 
confinned by the final tables. 

Tlie rural female chronic unemployment 
rate, however, shc^ws sharp fluatuations, 


I c.-a .sharp rise between 1983 and 1987-88, 
and a sharp fall between 1987-88 and 
1990 91. It api^cars that this i.s partly related 
to the ri.se in the rates of work participation 
of females during bad weather years to 
supplement lamily inciime.s and their 
withdrawal from the labour market when 
the crops are good (Tabic 2) 

Unemploymcnl by usual principal 
status in urban areas is at a much higher 
rate as compared u> lura) areas, ne^u'iy 
four limes foi males aqd around five times 
foi Icrnalc.s in 1983 These rales suggest 
a spillover of rural unemployed to urban 
areas hven in the urban areas, female 
latev do not show a consi.steni trend but 
show sharp fluctuations - a shaii^ ri.se in 
years with low per capita incomes and a 
sharp tall in yeais with high per capita 
iiKome 

Wli ki y Siam’s Uni mi'Ioymesh 

Weekly ^tuius unemployment measure,s 
the scasonahly in unemployment since 
those unemployed for the whole week 
alone are considered unemphwed by this 
measure. The weekly staius for male and 
female unemployment, as is to be expected, 
show.s a sharp ri.se be I ween 1983 and 
1987-88, as in the case of usual stalu-s 
unemployment Bui, unlike usual status 
unemployment which continued to rise 
through 1989-90, weekly status 
unemployment shows a falling trend 
responding lo good weather conditions in 
1989-90 Urban unemployment rates al.so 
show a similar trend. It should be noted 
that since weekly staius unemployment 
rates categorise evim those who work for 
an hour a day within a week, it 
undercstimates the levels of unemployment 
and is a less useful measure as a basis foi 
employment policy. 

It is templing to infer from the data that 
there has been a fulling trend in the rates 
of unemploymcnl, except unemployment 
by usual status and daily staius for 1987-88 
(a bad agricultural year). But such a 
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ciinctuKum is not wnrruoK^il from three 
time points for the I^KOs. What could Vtc 
said with ci)nfidencc is that during g<HKl 
agricultural years, such as and t9KK-K9. 
unemployment rate falls and during a bud 
agricultural year, such us 19K7>KH. 
unemployment rate rises. However. 19K3 
and I9H9-90 are comparatively good 
years. In per capita term s, 19H9-90 was not 
a belter agriculturul year than 19K3. Yet. 
weekly status uiiemployineni and daily 
status unemployment showed a decline 
even in a bud agricultural year such as 
I9K7-RH. It appear therefore, that public 
intervcnium in the employment market has 
been yielding some results in terms of 
declining trends. 

Andhra CoMPAKrt) io Aij -India 

Two measures arc used to compare the 
unemployment rates of AP with that of all 
India; (i) changes in the ratio of AP 
unemployment rules to coircsponding all- 
India rates, and (ii) the rank of AP by 
unemployment rules among the major 17 
states and the changes therein. 

Chronic unemployment as measured hy 
usual status shows that the AP position is 
consistently lower than the all-India 
position at all lime points both in 1970s 
and in ]9K0s. But ratios are rising over 
time, suggesting chronic unemployment in 
AP is increasing at a taster rate for rural 
mules as compared to ull-lndiu. 

The picture for females is lu^wcver 
different. Firstly, it shows sharp fluctuation 
from year to year. Secondly, chronic 
unemployment for t'cmules exceeds that 
of all-India in a had agricultural year and 
falls IkHow all-India in a good agricultural 
year. If an inference is to he ilrawn on the 
trend, the rate of chronic unemployment 
could be said to increase at a Taster late 
in Andhra Pradesh as compared to all- 
India. Tile urban picture lunvever is 
di ffcre n I. I n t he 197 Os. c I] ro n ie iin c m p I oV ' 
ment rate was higher in AP a.s etxnparcd 
to ulMiuiia. But in the l9K0s chronic 
unemployment was lower in AP as 
computed to all-India. The trend ap|Kared 
lol'ieone v>l reultivc decline but the i>osition 
gt>t reversed in I9KV-90. 

As in the ease of rural fcinale.s. uncinphw- 
ment rate among urban Tcmales slu>ws large 
fluctuations from one lime period to 
another. 

The daily status unemployment rate t«u 
mules is consistently higher than the 
ct)rrcsp<Hiding all-liuli.i rate. The ratio 
exceeds one in all the rounds. But what als(^ 
needs to be noted is that the ratio is tailing, 
indicating that the rale of daily status 
unemployment is falling at a faster rate 
compared to all-India. 

Even in the case of females, the rate of 
daily status unemployment is consistently 


higiter than the coiTCJip«)iiKling rate for alF 
India. 

Three eoiiclusioiis can broadly be drawn 
from the data. Firstly, both the daily status 
and weekly .status unemployment rates arc 
eonsiKiently higher than for alMiidiu. 
Secondly, over a period, the AP rates. 
Imwcver. appear to decline faster than the 
alMndia rate. Thirdly, usual status 
unemployment rale in AP is consistently 
lower than all-India. But it has been rising 
at a fasier rale (Table 4). 

Rankinc Of AP 

Usual status unemploymeiii rale in the 
rural areas lor males in AP was in the 
middle po.sition in the 7()s. The middle 
position continued even in the KOs, if the 
first half of the year 19X3 alone is 
considered. If the entire year is considered 
lor the 3Kih Round, the rank oT rural 
unemployment rale in AP rises to five in 
the ease of males and to six in the case of 
females. In the urban areas, however, 
there IS a fall in the unemployment rale in 
the early Xbs us compared to the 70s 
(Table 


n 

ChaiiginK Dlmeitxhinx of 
Kmployment and Unotnploymiiiit 

The changing dimensions of employment 
and unemployment studied in this section 
cover the following aspects: 

(i) urban and rural 

(ii) agricultural and non-agricultural 

(iii) male and female 

(iv) social groups. SC, ST and others 

(v) pcHir and non-pcxir 

(vi) developed and le.ss developed regions 
within AP. and 

(vi i) dimensions of employment programmes 

RI TRAlAJ RBAN ScT.NARK > 

The dimension of employment and 
unemployment for rural and urban aix^as 
for three nmnds oT AP arc presented in 
Table 6. The total population in AP between 
1983 and 1989-90 has grown at a compound 
rule of 1.8.S percent pa. the rural population 
at 1,31 percent and the urban population 
at 3.56 per cent. In the same period, the 
laboui force has grown hy I 84 per cent 
for total and 0.85 percent in rural and 4.33 


Tabi h I: Tki Ni)s IN Dan y Siaios I'NiiMH ovmi.m in AP 


lit,\ u pvt rvni of fahotu fun t*) 


Round _ 

Rural 

M 1 

1'iban 
M 

v 

Rural 
(M and P1 

1 irban 
(M ami I'l 

Rural and 
L»rban 

27lh(t<)72 73) 

K.07 


It.48 

17.47 

11 2t 

13.03 

na 

32m! (1977 7X) 

X.20 

N.'ll 

10,7(1 

15.2-^ 

to 47 

ii.Xl 

na 

38th(P)X3i 

7.X7 


9.43 

\2.m 

10 03 

X.3I 

9.76 

43id(19«7-8K» 

4.90 

9 40 

10 10 

13 20 

6f»9 

10.91 

X.31 

4Stli(l‘>X9-9()» 

na 

na 

na 

na 

na 

na 

na 

4Mh(199(»-‘)J » 

na 

na 

na 

ii.i 

na 

na 

iia 

SoHKcs- Dat.iliti 27th. 32iid Roundsdr.iwn Iroin .Miiih 

and .Maiumdai (19X7) Data lor 3Xth and 

43 rd Rouiid.< 

Iroin Su^^•eksh(Oul. .April 19XX. pp 61 

-62 and .September l‘>90, p 116. 

le.speclively 

I'or 45th Round, dailv .st.dus unemployment is not repoiled. 


'I’Ani h 2 

I: rki.NO\ IN 1 'M’.mpi ovMhyr in AI 

BY 1 isi 

AI PkINCIPAI 

STAfCs 


Round 

Rund 

rrban 


Kiinil 

1 rl^an 

Rural and 


.M 

I' 

M 

I- 

(M iiiul I'l 

f.M and [•) 

1 'ibaii 

^Slh(l')XM 

1.44 

H.91 

S 39 

^.Itt 

1.20 


1.92 

4lnt(l'JX7-KX) 

2.50 

4.50 

6.40 

9.00 

t.29 

6.9X 

4.UX 

4.'S|h(l9X9 «)()| 

t.05 

I.^X 

5.00 

l.‘;7 

2.3*^ 

4,(14 

llil 

46lh(l‘>9(1*9 h* 

0.5^ 

O.XX 

6.06 

5.42 

0.53 

^.X4 

na 


SoitKtw. Principal usual .’Plains pp hu 43i(| Knijiut, pp 25-2ft tor <Xih Round. I igurcs Ironi 
pp Hti •)2. 4.‘'ih Round. 

* ('iHirtc.w ol Dia^tor. Bureau ol l‘A'onoinie.s and Si.ilisties the sample i.'i thiii and the data 
should Iv viewed with scepticism. 


TaIU »■ VrKl-.NDS tN t’si VinoYMI N'l IN AP P.'S ('I'KkhVI Wl-hKI ^ .SlAM s 


Round 

Kunil 

.M 1' 

1 rhaii 

M I- 

RuntI 
(M and F) 

Urhiin 
(M and F) 

^Xlh(l9X(| 

3.52 

4.79 

6.47 

6.65 

4.IK) 

6.85 

43nl(l987.XK) 

4.(K) 

5.30 

6.80 

9.(K» 

4.4‘> 

7.30 

45th (1*)*9-'X)) 

2.72 

2.21 

6.26 

3.37 

2.41 

5.55 

46lh(19<H)-0|) 

2.71 

3.41 

6.82 

7.22 

3.01 

6.6X 


Sources: Data lor38fh. 43ixl and 45lh Rounds, pp 27-28.116, Sanvksiianct. SepiemK^r 


rcspivlively. 
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of UKUiltly employed by principal status uk 
well as rale of growth ol principal and 
subsidiary siutus have been considerably 
less than the growth of labour force in rural 
and urban ureas. In rural areas, the disparity 
between the rate of growth of labour 
force and employment over the seven-year 
period was much larger. The rate of 
growth of rural employment by principal 
status or by principal and subsidiary 
status was less than one-half the rate of 
growth of the labour force. As a result, 
rural usual status unemployment has grown 
at a high rate of 21.4 per cent, one and a 
half times the rate of growth of total 
unemployment during the period. Total 
unemployed by usual principal status msc 
from 0..50 million in 19X3 to 1.2K million 
in 1989-90, 

Theix* has been considerable migration 
from rural to urban areas during the pcricxl. 
the urban rate ot growth of population 
shi>wing nearly three times the raieof gn>wlli 
of rural population. In usual status 
employment, the urban share increased fnmi 
16.37 per cent in 1983 to 20.32 per cent in 
1989-90. 

Weekly status unemployment, which was 
higher than usual status unemployment 
both in IJ^K3 and 1989-90. showed a 
considerable fall in rural areas. The rate of 
growth of unemployment during the seven- 
year period declined by 1 1.50 per cent per 
annum in rural areas. This decline cannot 
l)c treated as a trend but could be attributed 
to the rise in agricultural production 
(sec Tables 7 and 7A). 

The urban rale of uncmpioymeiii also 
showed u fall during 19X3 to 19X9-90 It 
may be noted that the per capita net 
slate domestic product (NSDP) of 
agriculture as well as total are higher in 
1989-90 as compared to 19K3 by a 
considerable percentage. Yet the absolute 
numbers of usual status unemph)yed as 
well as the cunent daily status unemployed 
rose both in rural and urban areas. This 
i.s because of the fact that in intervening 
period there was an addition t)f 3.6 million 
to the total labour foicc in AP and 
elasticity of employment to output 
declined, as wc shall sec in u subsequent 


section. NSDP, during the period, has 
been the highest. Yet. the Hulk of un¬ 
employment continues to be concentraied 
in rural arcus, though there has been an 


areas among 

the in recent years us a 

con.sci|ueiiec of growing migration from 
rural lo urban areas. 


Tabi i* 5: Ranking of AP in Majok Statfa by Ratf <h- Unf.mm oymfivi 


RiHjnd 


UsuHl Staias _ 

Cutmw Dmiv Status 

Current Weekly Status 


_Rural_ 

Uiban 

Rural _ 

liiban 

Rural 

Urban 


M 

F 

M F 

M 

F 

M 1 

M 

I- 

M F 

27ih round (Jan-June) 

8 

6 

3 2 

4 

1 

2 2 

3 

1 

2 1 

32nd round (Jan-June) 

9 

4 

4 6 

5 

2 

^ 4 

4 

1 

2 5 

3Xlh round (Jan-June i 

9 

4 

11 11 

5 

2 

8 7 

5 

3 

12 12 

3Xlli round (lull year) 

10 

6 

10 10 

5 

6 

4 6 

8 

8 

7 9 

43ni round (full ytutr) 

to 

7 

7 10 

6 

S 

4 8 

10 

6 

9 X 

45th round (lull year) 

5 

5 

4 8 

na 

na 

na na 

6 

1 

5 5 

Sources: Data lor 27th. 32nd. 3Xth Rcuinds Irom SaiveLshanu, Vol IX. No 4. April 19X6. 


For 3Xth Round, pp 121. 6t. 

April l•)88. Table 2.*?. 





■fAni h 6: DiMfeN.SIONS Ol- KmI'I OYMh>^ and I’NbMFM OYMKNl. 1983-1990 











{fniflion) 



Runil 



Uiban 


_Rurahipd Vtbm 


38th 

43rd** 

45lh 

38tli 

43rd** 

45ih 

3Xth 

43rd** 45ih 


(1983) 

(l')87- 

(1989- 

(1983) 

U087- 

(1989- 

(1983) 

(I'm- 

(1989* 



88) 

90) 


88) 

90) 


88) 

90) 

1 Total population 

42.80 

45.(K) 

46.88* 

13,10 

12.84 

16.74* 

‘i.s .06 

S7.Jt4 

63.62 

2 ]\)pulution 5 -f 

37.00 

39.(M) 

40.32* 

11.40 

11.29 

14.40* 

48.40 

50.29 

54.72 

3 Populalitui 15+ 

4 Total labour 

26.13 

27.82 

28.59* 

8.10 

8.06 

10.88* 

14.23 

15.88 

.39.47 

force (6+8) 

21.82 

22.92 

23.91)' 

4.58 

4.52 

6.11* 

26.40 

27.44 

30.01 

5 Work pttnieipciiton 










rate (figure in 
n)w7b> figure 
in row 1) 

53..'?0 

^3.33 

50.28 

34.81 

"15.90 

35.78 

49.07 

49.46 

46.46 

Kiiiployed 

6 Usual pnncipal 










status 

21..-J6 

22.17 

22.89 

4 M 

4.20 

5.84 

25 90 

26 17 

28.73 

7 1 fsual pniieipa! 










and subsidiary 

22.'»t 

24.(M) 


4 56 

4.61 

5.99 

27.46 

28.61 

20.S6 

Unemployed 

8 U\suat pnnci pal 










.status 

«.26 

().7S 

1 01 

0 24 

0.32 

0.27 

0.50 

1.07 

1.28 

U.sual pnnci|Kil 










and .subsidiai'v 

0.1? 

0.54 

ii.i 

0 19 

021 

na 

0.32 

0 77 

na 

10 Weekly .Mains' 

0 

0.99 

0.2^ 

0.28 

0.34 

0.14 

0.82 

1.31 

0.17 

It Daily .status (10' ) 

0.67 

0.98 

0 80 

0 16 

1.21 

t) 40 

0 83 

2.19 

1.20*** 


Sfttiitiw: SumrLshana, 43nt Kouiul. .Faiiiiarv' I‘>92. Spcci.il Issiit*. AP 

IV;liina(eit Iniiii 1991 tViisus population 
I siiinaletl using IIk* pnporlioii ot 43rd Kound. 

The figures shown iiiider 45lli R lor daily siaiiis uiiemplovnieni are esiimatcs. 'riu* 
estimation is done tm .i.vsumptioii Itial ratio (9 d:iily ':iaiu.s to weekl> slants untMiiploy- 
meiil t>t 19X3 liitld.s goiKt htt 19X9-90. The tiguics aie derived by applying estimated 
popuialion ol 19X9>-90 excluding children Ivlow tivv veais :ls .dutwn in age group 
di.slribiiiion ol 43rd K (I9K7-8X) 


T.XBI h 4: RaI K> OI- AP UnLMIM OVMF.M to Al l -InI>K t 'M-MIM OYMhNfl 


Round 


L‘.sual .Status 



Daily Status 




Wee 

kJv Status 




Rural 

1 'iban 

Rural 

1 Jiban 

Rural 

1 'ri»an 

Rural 

M+F 

Urban 

M+F 

M 

F 

M 

I- 

M 

F 

M 

F 

M 

I- 

M 

1- 

27lh(l‘>72-73) 

0.61 

0.77 

1.4.3 

1.21 

1.45 

2.3* 

1 44 

1.61 

- 


- 

- 

- 

- 

32nd (1977-7*) 

0.83 

1.01 

1.06 

0.88 

1.27 

1.82 

' 1.26 

I..12 

- 

- 

- 

- 

- 

- 

.3««nl'>«3) 

0.72 

0.38 

l>.'>2 

0.7') 

1.16 

i.86 

0.90 

1.04 

1.03 

1.7.5 

0.97 

1.07 

na 

na 

4aid(l‘>K7-*X) 

0.83 

1.29 

0.94 

0.70 

;.06 

1.40 

1.14 

1.10 

0.95 

1.20 

1.03 

0.98 

na 

na 

45lh(l'»l9-90) 

1.32 

1.01 

1.17 

0.51 

na 

na 

na 

na 

I.I3 

1.29 

1.37 

0.85 

1.05 

\A9 

46th(l<)‘>l>-9l) 

0.32 

i.ll 

1.34 

0.7') 

mi 

na 

na 

na 

1.23 

1.60 

I..14 

I.3.S 

1.49 

I..34 


6Vriirr(f.v; Data for 27ih. 32iul and 3XthRound.s is drawn \wmSatxck.\hana. Vol IX. No4. April 1986. Por43rd Kound .Vc/nrA.\/i<iw<i, September 1990. 
p 114. For 45th Round Sam*k\itaM, July-Seplember Vol XVI. No I. p H6. 
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Tlie elasticity of employment both in 
agriculture aJid non^agriculturul sector in 
AP shows a considerable decline (Table 8. 
9 and Appendix). Between the two, 
agricultural sector shows much poorer 
elasticity. A number of factors which have 
been operating within tlic agricultural sector 
contribute to the declining elasticity. The 
maintenance of plough cattle has declined 
over a period and tractorisation has 
increased at a rapid pace. Secondly, area 
under high yielding varieties (HYV) has 
come ton saturation point. Thirdly, the rate 
of growth of irrigation has declined. 
Fourthly, there has been a shift away from 
lahi>ur intensive crops like rice to social 
forestry and pi.scicuUurc. As a result, lalx)ur 
use per hectare in net sown hectare has 


Tabi k7; Nm State Domi stk' Pkonnt'i 
\T F.\«tok ('osr 
(Con.suinl Prices. I *)80-81) 


{R,\ Ctote) 

Year 

Agri¬ 

culture 

P«*r 

( apitii 

Agn- 

cuUure** 

I'oial 

Pci 

('apita 

Total 

19X0-81 

31.^7 


7323 


1981-82 

3872 


8440 


1982-83 

3883 

007 

8534 

1545 

1983-84 

4017 


8885 


1984-X5 

3645 


8628 


1085-86 

3705 


9067 


1086-8*’ 

.3240 


8603 


1087-88 

3692 

820 

0491 

1567 

1088-80 

4460 


11120 


1989-00 

4465 

052 

11453 

1826 

1900-01 

4422 


II815 



Ttic itenoininaior. in thi.-^ case, i.< rural 
piiptilatiuti. 


declined from 420 in 1977-78 to 379 in 
1987-88. 

For rural malc.s (main and marginal 
group), tlicrc is a decline in the share of 
agriculture from 77.13 per cent in 1983 to 
74 per cent in 1987-88, For females also, 
there is u decline in the share, Within non¬ 
agriculture categories, in rural areas, for 
males, there is u continuous increase in 
mining and quarrying manufacturing, 
construction, trade and services. For 
females also, similar increase in every 
component in non-agricultural sector is to 
be seen. The biggest addition in per cent 
share is in construction, followed by trade 
and services. .Similarly, for females, the 
biggc.st addition is to be .seen in construction 
activity followed by manufacturing. In 
urban arca.s aNo. construction activity 
figures proinincnily. 

A scixitiny of the data piescnicd in Table 8 
shows that the rate of grow'th oi non¬ 
agriculture which was high between 1983 
and 1987-8K slowed down when 1983 and 
1989-90 arc considered both for AP and 
all-India. The rate of decline is much greater 
when rural areas alone arc con.sidered Thi.s 
is partly atirihuted to the poor backward 
and forward linkages of agriculture with 
manufacluring. Backward linkages in tcrrn.s 
of modern inputs in agriculture do noi 
yield mucli employment since modern 
inputs of agriculture like pesticides and 
fertilisers, etc, are capital-intensive and 
tend to be located in urban areas. Forward 
linkages are said to be better in terms of 
employment prospects in rural areas But 
even these are capital-intensive and modern 
agro-processing displaces traditional 
processing industries. There needs to be 
high rates of agiicultural growth with 


equity to compensate for the decline in 
elasticity of empioymentin agriculture. High 
rates of agricultural growth with equity are 
feasible if there is a shift in investments in 
backward areas in which current yields are 
low and underemployment r^tes are high. 

It needs to be recognised that the more 
substantial contribution to employment 
through agricultural growth is not via 
backward and forwatd linkages but via 
ctmtribulion to growth in per capita income 
for the mass of people in rural areas and 
consequently through changes in 
consumption pattern which increase the share 
of non-agricultural goods and service.s. 
Among non-agncultural products, trade, 
transport and service sector are likely to 
increase at a faster rate in rural areas as 
location of manufacturing industiy depends 
on infrastructural development and 
cconoitncs of agglomeration. 

Tlic NSS data on the slowing down of 
non-agricullural employment is further 
CiUifirmcd by the Census data of 1991 The 
pciccnlagc of main and marginal non- 


Tahi i 10: NoN-A(.kK ni tprai WoKXhRs. AP, 
iyXI-01 

{WllltOH) 



1081 

1901 


C'ensu.s 

(Vn.su.s 

Ilnu.sehokl indu.stiy 

I 064 

0.05^ 

Other workers 

5 8^2 

7 074 

Miirginal workers 

1 R72 

1 518 

'lotal workei.s 

S77T 

IU.447 

Mam and maiginal workers 

24.S0S 

20 06*^ 

Non-agnculturiil workers 



as per cent ot lot id workers 


.14.87 


SotoCi'\Statistical Ahsttaci oj AP, P)8S :ukI 
1090-01. 


Tabi E 7a: Annum Raiks Growih 


Yean. 

NSDP 

Agnculture 

NSDP 

Ti>tal 

t*)82-Jl.< t'J87-«8 

-1.(8) 

2.J5 

1987-88 10 198‘J-'>() 

9,97 

9.84 

1082-83 U> l'J8‘>-«)0 

201 

4.29 


.Vuuirif; Statistical Ab.stnict , 10X8, 1090 and 
loot, (lovomineiii of Andhra Pradesh 
Table 13.1 


'1 AiJi f: 0: Rates oi-Cirowth ohtiko.ss Domestu Pkoonn and liMh comi'NI in AP 


Year 

GDP 

(increiuse m R.s) 

Rale of Cirowth 

Rale of C Jrowih 
dI P.ninlovinent 

l^la.siKTty ol tlmp- 
lovment to GDP 

A 

NAG 

A 

NAG 

A 

NACJ 

A 

NAG 

IW-84 

4106 

5710 

- 


- 


- 


1'787-XR 

3892 

6916 

-1.9 

4.77 

0 4 

6.4 

- 

1.34 

1989-00 

4675 

8203 

I.6* 

6.13* 

0.1* 

4.8* 

0.06 

0.78 

1990-91 

4631 

8660 

1.4 

6.05 

na 

na 

na 

na 


Notc\ A Agncullua'. NAG Non-agncultiire, NA not available; ♦ Rateot gmwth between 1082-83 
and lOlJO-OO ^ 


Table 8: Rate of Gkowni of liMiM oymiw by lNnn.sTkY in AP and Ali -India 
(Usual principal and subsidiary .status) 


{nullion) 


Sector 


Rural+l irban Employment 



Rate of Growth 



AP 



All-lndia 

t 

_AP 

AH-ljidia ___. 

19X3 

1087-88 

1989-90 

1983 

1987-88 

1989-90 

19*3/1987-88 

1083/1989-90 

1983/1987-88 

1983/1989-90 

AgncniUunU 

19,07 

19.50 

19..30 

196.71 

196.71 

206.87 

0.4 

0.1 

nil 

2.56 

Non-AgncuUural 

7.39 

10.10 

10.26 

90.66 

125..50 

117.51 

6.4 

4.8 

5.89 

3.78 

Total 

27.46 

29.60 

29.56 

287.37 

322.20 

324.38 

1.51 

1.51 

2.31 

0.18 


(26.91) 

(34.12) 

(34.71) 

(31.55) 

(38.95) 

(36.22) 






Note: Figures in brackets are percentage share of tioti-agricultural workers 
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agricuhural wofkcrK al^>wtsd a decline 
between I9H1 and 1991 fixwn M.K5m l<» 
34m (Tabic 10). There is also an absolute 
decline in those employed in hou-schoid 
iiidustiy. 

In brief, the declining elasticity of 
employment within agriculture and non- 
agriculture (see Appendix) coupled with 
slowing down of die growth of non- 
agriculture, worsened the employment 
position in the late 1980s and early 1990s 

Gender Aspirr 

Tl)c gender issue ha.s figuied prominently 
in discussion on employment and 
unemployment, (t i.s suggested that modern 
growth proccssmarginaliscs female woilcers. 
It makes them more dependent on male 
heads. It is further suggested that this 
development has adverse implications foi 
women’s development and consec|uently for 
total development, since women's 
development holds the key to total 
development via the effects on literacy, hcaltli 
imd nutrition. Hvidence is also produced to 
sh(iw that incomes o( the women are spent 
on houscliold and children much more than 
the incomes of the males, 

Against this background, wc examine the 
evidence on livnds in work partici[>alion 
rales and also wage rales i)f males and lemalcs 
as .seen Irom NSwS data In all the lounds, 
by ail measures, AP leniale i ales cxcccil the 
all-India rales 

Hvidcnce .ivailablc tnmi NSS lor the 
197()s does not sliow a decline in Ihc female 
participation rates. Comparable evidence 
for the l9S()s-3Xth. 43rd. and 45th 
Rounds - however showed a dilfercnl 
picture (Table 11). For this pciiocl. there 
was a decline. The decline in female work 
participation rale should not be viewed 
with concern because temale rates aic 
among the highest observed for the states 
Further, a high rate ot (emalc work 
participation is not necessarily an indi x oi 
progress. Among potii households, women 
are compelled to work at the cost of looking 
after their chiUlien. 

AnoCher issue raised m rcgaid to gender 
is tlie work participation of females in non- 
agricultural activities. It is .suggested dial the 
growth process brings about a decline in the 
shareof agncullure-relaled activities m whicli 
the per capita incomes arc low and shifts 
activity to non-agnculture in which llic 
incomes arc high. But the growth pioccss 
does not benefit the females us much as 
males, .since market forces do not enable 
them to shift to higher paid non-agncuhural 
activities. We examine tiic evidence available 
on this issue 

The evidence on the shai-c of non- 
agricultural activity .shows that in the 32nd 
and 3Kth Rounds, for both males and females, 
there has been a decline in the sliare of 


Txat fill: OF WoKKBfUt AOIsD 5 + ACCORDINO TO UsHAl PRINOJI'AL Sl'Anns. 

CnRRGNT Wbbklv and Curiunt Daily Status - AP and A11 -India, Rurai 
(Main and Marginal Workers) 


Stalu.s/Kound 




Round 




27th 

32nd' 

38th 

38ilr' 

43n1 

45ll(' 



Maie.s 




lf.M4at Marus adjusied 

AP 

72.36 

71.15 

70.82 

70.12 

68.89 

70.60** 

AJI-india 

63 84 

64.06 

63.2.i 

63 45 

62 25 

63.80 

Current weekly status 

AP 

67.72 

fi(>.54 

64.69 

64.88 

65.01 

66,57 

All-lndi<i 

61.42 

.S9.94 

58.98 

50 20 

58 21 

61.47 

Current daih \tatus 

AP 

61..M 

61.82 

60..38 

60.52 

63.10 

65.72** 

AIMiulia 

57 00 

56.12 55.4“^ 

females 

55 86 

86 

61.10** 

Usual status adjusted 

AP 

52 53 

.51.71 

53 41 

54.37 

54.42 

53.23** 

AJI-Iiidia 

Cut tent weekly status 

37.^3 

18.48 

18 74 

39.30 

37.12 

• 36.31 

AP 

.36.98 

38.95 

37.88 

40.76 

41.10 

46.52 

AlMndia 

50.52 

25.92 

25.02 

26.27 

25.28 

26.10 

Cut tent datly \tatu\ 

AP 

20.81 

35.47 

33.00 

35 13 

37 79 

lUk 

All'India 

25.22 

21.63 

21.76 

22.9(1 

1^1^) 

na 


Sonrrey | Satvekshana, Apnl IUH6 lor January-June data. 

2 San ekshana, Jiily-Sepieinl>er F)90 lor ^8th Round 
t SaivcLshana, July-SepieiiihLM 1992 lor 45lh Round 
■'* listiiiuiied figures. 


i\[U I 1 2 .Nl'MfU-K CJS PPkSONv I JmiaI l Y UNtMf! nYbl> l'l*k 1.000 PuksONS BY SliX -VNIJ Rl-MDfcNO 
Status i-ok I.a(1i HoUNfenoLoGwuT: Ai i-I ndk(1987-X8) 


I lou.sehoki 

Round 

Male 

Female 

P S 

US i\s 

(excluding .subsidiary .status) 

l\S 

Ratal 






ST 

43(1987-88! 

8 

4 

8 

6 


38 (19831 

4 

3 

2 

1 


32(1977-78)' 

4 

- 

10 

- 

SC 

43 (1987-88) ‘ 

13 

9 

14 

1) 


.38 (1983) 

10 

7 

4 

2 


32(1077-78)' 

11 


22 

- 

Others 

4.3 (1987-88) 

17 

II 

8 

7 


38(1983) ‘ 

13 

9 

4 

3 


32(1977-78)' 

14 

- 

13 

- 

hfhati 






S'l 

43 0987-88) 

24 

22 

6 

5 


38 (1983) 

26 

24 

4 

4 


32 0977-78)* 

22 

- 

17 

- 

S (' 

43 (1987-881* 

35 

29 

11 

8 


38 (1983) 


26 

X 

6 


32(1977-78'' 

34 


34 


Others 

43 (1987-88) 

32 

28 

12 

10 


38 (1983)^ 

31 

28 

9 

8.' 


32(1977-78)' 

33 

- 

26 

- 


Soiuce: Sairek.\hana, i.s.suo No 49. Oclohcr-Deceinher 1991. p 68 
I* S = principal .stalu.«; 11 S = usual status 

1 -- li S excluding .ss rates were luM generated by social group for ^2nd Round. 

2 ~ includes nco-hiiddhi.sis 


1 ABi j I V NoMBi-k P -ksoNs I Koai \ \ llNbMh oYH>, 1987 88. AP and Ali -India 
iPer l,(KK) Person.s, Rural! 



ST 

SC 

Others 


M F 

M 

F 

M 

F 

Andhra Ptadesh 

Principal .statics imd .suhsidiary .status 

4 1.3 

15 

37 

16 

15 

Rxciudine stiKsidiaiy status 

4 13 

4 

26 

10 

13 

Alldndia 

Pnncipal siatu.s and .subsidiary status 

8 8 

13 

14 

17 

8 

excluding suKadiaiy sttilus 

4 6 

9 

11 

11 

7 


Source: San'eksltana, October-December 1991, 
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aghcuhurc und incrcujw in ihexhurcof m>n- 
ngrictitturi;. During I^K3 und |9H7<KK. the 
ruteef increase for mules (6.06 per cent) has 
been much greater than for females. Bui. 
within the non-agricultural sector, the rule 
of rise in manutucturing for females 
between the two time points is not much 
different from the corresponding rates 
iihscrved formuicK. This may however not 
convey much, since manufacturing 
compnses heterogenous elements with 
varying levels of remuneration. It is quite 
possible that within manufuciuring. females 
may be pushed down to low wage 
.occupation, while males occupy high wage 
occupations. Therefore, we examine the 
trends in wage rates for mules and females. 

Females get much less than males in AP 
in all comparable categories. In the case 
of construction, while male illiterates got 
Rs 9.52, temale illiterates got Rs 5.64. In 
trade, the average wage tor males was 
Rs 16.07. while for females it was Rs lO.KH 
per day. In service category, difference is 
much more - femuics Rs 6.22 and males 
Rs .^1.13. We may look at the all-India 
picture for comparison of trends in wage 
rates. 

The c<^mparison o\' money wage rate at 
all-liuliu level for males and females for 
regular sulaiied employees us well us for 
casual labour suggests the rate of growth for 
females in both agricultural and non- 
agricultural has been less tlian for males. 


Tabi h 14: PovEKTY Line (Rs) Per Cahta 
Per Month 


Year 

All-India 

AP 


Rural 

Uitian 

Rural 

Ufbaii 

\m-74 

49.63 

56.96 

41.71 

55.11 

1977-78 

56.84 

72.50 

50.88 

71.56 

1983 

89.45 

117.64 

72,66 

111.84 

1987-88 

115.43 

165.58 

91,94 

159..50 


Source: Repetn 4)f the expert group i)n estima- 
lion of propi^rtion uiul number ot pm>r. 
perspective Planning Division. Plan¬ 
ning Commission, fit )l..lu1y I99.%p 36, 
Table 4.1. 


Tabi e 15: Unemii oyment by Person Days 
(00) - Poor and Non-P<x>r (Ruicm Totai ), 
l91t7-ltK. AP 


C.aiegoty 

Unemp¬ 

loyed 

Person 

Day.s 

Employed 

I^jrson 

Days 

Percent 

ofUnemp- 

loyeii 

Person 

Days 

iWx 

26136 

292847 

8.92 

Non-p(W 

7157(1 

1083547 

6.61 

Total 

97706 

1376394 

7.09 


Note: As per the expen aimmittec. the rund 
poveity line in AP i.< Rs 96. For the 
purpose of this table. Rs 95 is taken as 
|H»vefiy line. 

Source: San'ekxhano, 43rdK. Slate data. 
Table 47 of AP. 


This suggests (lie continuing hiits against 
females in the labour market. 

The rale of growth of employment 
l)ctween 19K.3und 19H9-9() has been lower 
for females than for males. Possibly, in a 
periml of good weather, femuics withdraw 
from the labour force und this account.s for 
a U^wer rate ol unemployment for ruul 
tcmale.s in the 45th round. 

Retcrence has been made earlier to 
uncmploymcnl iif mules und females. As 
compared to mules, female rules of un¬ 
employment in rural areas, by usual principal 
status, was lower in 19K9-90. Tire rale <4* 
rise also was less. However, trends in daily 
status unemployment continue to exceed 
mule rates o\ uncmploymciU in all the time 
points, and over lime the share of females 
in total unemployed person days has been 
rising. 

SiK'iAi Groii»s- .ST AN’iiSC WokKPJc.s 

TIk mtist under-privileged among the 
.social gniups arc the SCs and STs. In AP 
in 1991 they lormcd 15.93 per cent and 
6.31 per cent of the population, respectively. 
Their percentages have continuously been 
increasing since 1961. It should be of 
interest to learn to what extent public 
intervention programmes have contributed 
to the removal of disparities with respect to 
unemployment. 

Il is known that female headed 
households are among the poorest in 
society. The percentage of female headed 
households is 16.07 for SCs in AP. whereas 
the corresponding figure for others is 
13.2 per cent. 

At all-India level, the rural labour 
percentages are 63.1 per cent for SCs and 
31.1 per cent for others, when households 
are considered. Hven in urban areas, casual 
labour population lor .SCs (26 per cent) is 
more dian twice that for others (10.03 per 
cent) (Table 12). In AP. rural agricultural 
labour luniseholds of SCs form a much higher 
proportion. 65.40 per cent as against 33.3 
percent for others. Even in urban agricultural 
households, casual labour lumseholds form 
umuch higficrproportion in SCs as compared 
U) others. Tlic proportions are higher th^n 
for all-India also. 


For ARroral. as in 1 9H7-MK. 22.5 pei^ceot 
of the SCs and 44,9 per cent of STs are 
below the Rs 95 grtnip (slate specific), 
while for others it is only 19.7 per cent. 
Ft)!* uH-lhdiu. between 3Hth and 43r(J 
Rounds, in all .social groups, we find a 
reduction in the per cent of usually 
employed. But the rate of reduction of 
usually employed for SC males and SC 
females is much more than for oUiers. 
suggesting that in a had year, socially worse 
oft categories are more affected than others. 

Tlic highest rale of unemployment in AP 
is among scheduled caste females in rural 
areas (Table 13). Tlie rate of unemployment 
among them is more than double the rale 
rcc4>rdcd for others and nearly triple the rale 
recorded for scheduled tribes. Rural 
.scheduled caste males have similar rate of 
unemployment u.s others, only slightly less, 
and a much higher rate of unemployment 
than scheduled tribes In (he urban areas 
ulsi). scheduled caste females are the worst 
affected among all female groups with 
reference to unemployment. Scheduled caste 
males do better than others. Though urban 
rates of uncmploymcnl are high among all 
groups, scheduled tribes show the highest 
rate of unemployment among urban malc.s. 
In brief, tliere is no clear evidence that public 
intervention programmes reduce the 
disparities between others and SCs with 
respect to employment and unemployment. 

Unemploymenf and Poverty 

The earlier studies based on 1983 Round 
NSS data show a .strong relation between 
unemployment and poverty [Parthasarathy 
19911. However, for 1987-88 data, when per 
capita expenditure is related to rural 
unemployment rates by daily status, the 
correlation coefficient i.s found to he weak 
and insignificant. 

According to the expert group, the poverty 
line for AP for 1987-88 was Rs 91.94 for 
rural areas and Rs 159.34 for urban areas 
(Table 14). We look Rs 95 as the poverty 
line for rural areas. We further distributed 
the total person days by daily status 
unemployment into those of the poor and 
the non-pcx>r by per capita expenditure 
category. 


Tabi fi 16 : (’ashai LABotiRERs AS Per Cent op Totai Ushai i y Employed By 
Principai and Subsidiary Stahls 


Round 


AP 



All-india 


Rural 

Urban 

Rural 

Uiban 

Male 

F^ale 

Male 

‘Female 

Male 

Female 

Male 

Female 

27thR (1972-73) 

27.25 

48.86 

11.47 

30.65 

22.00 

31.4 

10.1 

23.7 

32iidk (1977-78) 

32.74 

50.67 

13.96 

30.17 

26.6 

35.1 

13.2 

25.6 

.38lhK(l983) 

34.2^; 

.50.39 

14.33 

31.73 

29.2 

35.3 

15.4 

28.4 

43idR (1987-88) 

.38.10 

49.70 

21.0 

3120 

31.40 

35..50 

14.60 

25.40 

45thR (1989-90) 

38,73 

50.84 

17.82 

27.61 

30.40 

36,.30 

16.40 

22.20 

46lhR(19«X)-9l) 

40.97 

56.78 

19.43 

32.77 

31.50 

37.70 

15.00 

25.17 


Sfmrce: For 27th and 32ndR. Miiihas and Majumdar (1987). 
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DiMnct Rural Per Per Inten5!t> Area Area under A^e^age Yield of Net Sown Factoiy Wage Rale of Taipping Per Cent of Per Cent ttf Per Cent PferCenlef 

Population Capita Capita of uudei Rice. Areaa^ Woikers Field LatxMir Aiea Uihan Agr Labour of Non- Hoidiii|ia 

19910^1^) Net Gross Cropping Rabiasa Tobacco. FfHxigr.un (Jroundnut Per ('em in (iroup Jul> 87-Juiie R8 under Population in Male Agr hekiw 

Sown Crop Per ('em of CiHioii of a'* Pei Cent lingation to Woikei.’J l..ahour O^llsi 
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Onts thing lhat,a^meK out prcxmtnentiy ia 
chat the rate of unemployment of poor m a 
category is higher lifi compared to tlie rale 
of unemployment of non-poor though the 
functional Felation^hip between per capita 
expenditure and unemployment rate is found 
to l>e weak. The second fact that could be 
^een from the tablets iharthc unemployment 
days of non-poor outnumber the 
unemployment days of the ptn^r by around 
three times (Table 15). This .should be 
understood within the context of increasing 
share of dry region.s in poverty. In these 
regions, lime criterion does not adequately 
measure employment. This points to the 
inadequacies of using time criterion for 
measuring unemployment. 

The earliei studies have shown a high 
degree of relation between casualisatioii of 
lahouraud rale of unemployment. Visuria'.s 
study based on the provisional data of 27!h 
Round. 1972-7'^, has shown that the 
correlation cocfficienl between the 
proportion 4)1 casual labour and ^thc 
incidence 4)f unemployment in (crni.s of 
percentage in rural areas of the 17 .states 
arcO.K2.0.90 and 0.85 loi males, females 
and KHal rc.spectivcly. all siati.stically 
significant at ] per cent level. In the urban 
areas, the coefticlent i.s sigmticant at I per 
cent level foi malc'^ but not even at 1 per 
cent for females and the two gmups 
together Minhas and Majuindar (1987) 
extended the analysis of Visanu by using 
the evidence thrown up by 32nd (1977 -7H) 
and 38th (1983) Rounds. The results of 
corrclution by Minhas and Majumdur show 
the correlations to be high and significant 
for 1972-73 (final data) both in urban and 
ixiral ureas. But, for 1977-78, correlation 
coefficients were lower. 

The authors conducted another cxerci.se 
by pooling the resulls ftu* three years 
These proved to l>c .siatisiically significant. 
The cla.sticiiy ot incidence of daily 
unemployment with respect to the casual 
labc'iur was [ouncl to he 0.30 and 0.28 
respectively for rural males and lotal 
persons. The pooled estimates of the 
relevant elasticity worked olit to 0.72 and 
0,54 respectively for urban males and toUl 
persons. Minhas and Majumdar concluded 
that the sustained rise in the proportion of 
casual labour ha.s been a disturbing feature 
in rural India. 

In AP. the propiortion of casual labour in 
total employed among all categories of 
labour, rural males and females and urban 
males and females has been lising and also 
is higher thi':; the corresponding all-India 
ligures for all rounds (Table 16). As the 
proportions have been n.sing twer the peritxl, 
one would expect a rise in the daily statu.s 
unemployment in AP from Uie preceding 
analysis. But in fact even as (he casual 
iah^iur proportions ai*c rising, the daily .status 
unemployment in AP show.s a falling trend 


ftlH 


for both males andfematesio rural mas and 
ill urban areas (27th to 3Xth RiHind). This 
might be due to a rise in public expenditure 
on employment programmes and growing 
ahs^^ptton of casual labour in the.se 
programmes. 

Ri^ok)nal Dimensions 

The study on unemployment rates by the 
Centre for Hconomic and Social Studies, 
Hyderabad, bused on daily status for dry 
and irrigated /.ones shows that inigalecl 
/ones record a higherrateof uncmploymcnl 
both in |H)or and non-ptx>r categories. 
This appears to be perplexing at first 
.sight since irrigated areas have higher 
intensity of ^.rupping, record higher wage 
rates and also record migrants into these 
areas in peak seasons. But what needs to 
be recognised is that irrigated zones have 
higher proportion of agriculturul labour 
and among agricultural labour, the time 
rale of unemployment is much higher As 
against these, in the dry zones, self- 
employed pfiqx^rtion is higher and among 
these lime rates of unemployment arc 
low. though by productivity criterion, diy 
/lines record much higher rales of 
unemploy ment. In these the wage rates aie 
al.so lower. 


The 

19X3 and H>R7>XX, hotfa in the dry nnd 
iirigaled zones, the rates of unempbyment 
for the pixv have ri.<ien. 

It is only for the non-poor in the inigated 
zones that the rates of unemployment are 
found to be lower. This scenario, as we saw 
earlier, is understandable for 1987-88, which 
was a bad year as compared to 1983. 

Waoe Ratbs by Rboions 

Wc examined the wage rates as seen in 
1987-88 districlwise, since level of wage 
rates provides insights into the level of 
demand for labour and employment of 
labour. The wage rates vary for males from 
Rs 7.79 in Rayalaseema district to Rs 20 
in Krishna di.strictof south coastal Andhra. 
In general, Rayalaseema, north coastal 
Andhra and Telangana are low wage 
pockets. Within north coastal Andhra. 
Visakhapatnam district ,sho^s the lowest 
wage rate despile heavy investment in 
Visakhapuinam city. It appears that 
investment in Visakhapatnam city did not 
have any influence on wage rates in rural 
urca^. In south coastal Andhra. Prakasam 
district is again a low wage di.strict. All 
Rayalaseema distncts record low wage 
ratc.s. Within KaYatu.scemadistrict. Kurnm)! 


TaBI I: 18: AI TF.SNA I IVh F^I TMM kS of EmHI OYMI-NI RhQlIIHfcMENT.S, 
APani) All -India (P)«9-90). 



Available 
loi Additional 
Eanployinent 
(Million Person.s) 

Person 

Day.'4 on 
.Assumption 
of 1(K) day.s for 
Employ meni 

Expenditure 
at tlie Rate ol 
Rs 1.5 Per 1 >ay 
(Rs ('lore) 

Expenditure 
Keifuired on the 
'fotai Pmgramnie 
(As.suming 60 Per (>n( 
us Labour (o5() 

Estimate I 





AP 

6 70 

670 

10050 . 

16750 

Ait-lndia 

69.00 

6000 

10*150 

17250 

lisUmate // (utiemphyed person days m inillions) 



AP 


1200 

i8(X) 

3000 

All-lndia 


150.50 

22'«75 

37625 

Estunate III ironstdeiuift utiemployed poot prisons - 

poor as l/itd of the total) 

AP 


400 

600 

1000 

All-India 


5016 

7525 

12541 


Appendix : Sfef torai Emu oyment EiAsricn ibs wrm Respecpto 
Sf/torai CiRass Domem icPkooiwn 


Sector 

Period ! 

Period 11 

Pemid 111 


1972-73 lo 1977-78 

1977-78 10 1983 

1983 to 1987-88 

1 Agriculture 

0.54 

0.49 

0.36 

2 Mining 

0.95 

0.67 

0.85 

3 Manufaciunng 

1.05 

0.68 

0.26 

4 ('on.stfuclion 

0.35 

1.00 

LOO 

5 Electricity, gas luid water 

6 Truiispon..storage and 

1.67 

0.74 

0,48 

conununtciitions 

0.76 

0.92 

a35 

7 Services 

0.80 

0.99 

0,42 

8 All sectors 

0.61 

0.55 

0.38 


Sourre: Planning Commissioii. 1991, Draft Eif^hth Five Year Plan, Vol II, New Delhi. romputiNl 
Imm N$8 employment data on the usual princtpal plus suhskUmy status basis and CSO 
National Accounts Statistics, quoted in S Bballa (1993). 
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and ChitttKir «hnw lower wage ratcN than 
Ciiddapah and Anantpur. Rangareddy 
among Telangana disctricts records (he 
lowe>st wage rate. It appears paradoxical 
that rural areas adjacent to the metropolitan 
cities should record low wages. This may 
be due to the fact that in these areas, there 
is a draw of capital along with labour from 
rural areas into the metropolitan centres, 
and low growth rates of agricultural 
prixluctivity result in low employment and 
low wages rates. 

In Telangana, Rangareddi.Mahbcx^bnagar 
and Khammam record lower wage rates 
than others. We attempted a regression 
analysis with wage rates as dependent 
variable and intensity of cropping and 
irrigation a.s independent variables. The 
regression result in logarithmic form for 
male.s is as follow.s: 

LogYl = LogA + 1.3R7l LogXI (3.7196) 
+ 0.36561 LogX2 (0.173) 
where LogYl = male wage rate. LogXI 
is cropping intensity unci LogX2 is 
percentage area under irrigation. The 
figures in brackets indicate t-values. The 
value of is 0.5339. Crtipping intensity 
is statistically significant suggesting that 
a 1 percent increase in this variable results 
in 1.39 pel cent rise in male wage rates. 
The regression results for female wage 
rates are not found to be significant. 

It is also noticed that districts with low 
wages are lho.se with relatively low net 
sc^wn area as a percentage of net cultivable 
area. Forinstanec, in Rayalaseema. net S4)wn 
area is 71.11 per cent of the net cultivable 
area and in Telangana, the net sown area is 
62 percent. In theseregiems, heavy invsiment 
in land is needed. There is a possibility of 
using waste land, fallow and cultivable waste 
for raising horticultural crops. But, in view 
of long gestation periixl and the poverty of 
the peasantry, such cnips are grown only on 
a limited scale 

III 

Puzzle 

Our preceding analysts shows stagnation 
in rale of employment growth combined 
with a falling trend in unemployment rate 
in terms of person days of unemployment. 
The analysis further shows tliat the rate of 
growth of employment has been lagging 
behind the rate of growth of labour force. 
In fact, the rate of growth of employment 
by usual status (principal and subsidiary) 
i.s around one-half of the rate of growth of 
labour force. Yet unempli>ymcnt rale by 
daily and weekly status is showing a 
falling trend. This puz/lc needs to be 
resolved. Wc examine whether employment 
in terms of person days per person employed 
is rising. 

The rate of growth of person day 
employment by current daily status was 


negative between I9K3 and l9ft7*K8. So 
the puzzle eannen be explained in terms of 
rate of growth of person days of 
employment. 

Tlie other alternative is to examine 
whether there are di.spartties in capturing 
the workers by various measures. For ull 
rounds, it is seen that the percentage of 
workers captured by cunent daily status is 
less. Figures relating to the percentage of 
workers fall below (he usual .status workers, 
biHh for AP and ull-lndia. Tliis may ptwsibly 
explain why according to currcni daily 
status unemployment is declining while by 
usual status, unemployment rules lend to 
show an increa.se over time. The other 
[x>.ssibic explanation is that over time, there 
has been a concentration of unemployment 
in dry areas and in the.se lime measure 
criteria of unemployment do not capture 
the unemployed person days 

KMPLOYMIWt PkOMRAMMhs 

Unemployment in the 19R()s by usual status 
for three time points, i c. 1983. 1987-88 and 
1989-90. is sht>wn in absolute numbeiN in 
Table 6. For AP. 1989-90 figure.s are 
estimated by us from the available data on 
rates of unemph^ymcnl and estimated total 
and rural population for (his year bused on 
1991 Census. Tlie total (rural and urban) 
unemployment by usual principal status 
shows a rise in A P from 0.50 million in 
1983 to 1.28 million in 1989-90. At all-lnilia 
level, the corresponding unemployment in 
India was 7 40 million in 1983 and 6.61 
million in 1989-90. Of all-India, AP’s 
proportion was 6.75 per cent in 1983 and 
19.36 per cent in 1989-90. 

Thus It appears that the chronic 
unemployment rate in AP has increased 
relative to alMndia 

As regards cuiTcnt daily status unemploy¬ 
ment, .SV/^rA^\ 7 l^// 1 r/does not provide details 
for daily status unemployment foi 45ih 
round (1989-90). Our estimate for APtor 
this year suggests a ri.se in unempli>yed 
person days due to addition to laboui torce 
between 1983 and 1989. But weekly status 
unemploymenf rates, which are available 
for NvSS 45 th n>und, arc higher for AP lx>th 
in rural and urban areas as compared to all- 
India. 11 there is any relation between 
weekly status unemployment and daily 
status unemployment, wc should expect 
(he share of daily status unemployment of 
AP in alMiulia to rise in 1989-90. 

There coul J be alternative estimates of 
the dimensions of the employment 
programmes iei|uired, depending on the 
us.sumption M' availability for public 
works programmes or for additional work. 
All those whi> rcpiMi unemployment may 
not be available for additional work. 
They may be available only in specific 
locutions, lot specific jobs and at .specific 
wage rules. 


In 38thR as well as 43rdR details were 
elicited on the availability of persons for 
additional/altcrnative employment. Among 
the total W4>rkcrs in ull-india, amounting 
to 256 million in 1983, around 60 million 
reported themselves available for 
udditional/alternative work. They form 23 
per cent of the total population at all-India 
level. In AP, out of 26 million in 1983, 
around 6 million reptmed themselves for 
additionul/altcrnative work. In 1987-88, in 
AP a slightly higher percentage, i c, 24.4 
per cent or 7 million worker^, compared 
to 24 per cent or 69 million in all-India 
reported themselves for additional work. 
Tlic.se are workeis who regard their incomes 
or work us inade(|uutc and seek alternative 
additional work. Not all of them arc. 
ht'wever, available again for 365 days, 
since these arc people who have some 
i>ccupation or other One-half of the 
workers who rep4)rled themselves ’not 
fully engaged’ were without work for less 
than 19 weeks per annum. Among these, 
one-fourth reported ’without work or 
work l4>r less than 11 weeks'. Considering 
this situation, it we estimate the availability 
per worker as tOO days (Table 18) for 
1989-90. for AP 670 million person days 
per annum of employment is to be 
generated. For alMndia, the corresponding 
figure will be 6,900 million person days 
per annum 

It should be noted that among those 
reporting available, the substantial part are 
casual agricultural labourers. An altemalive 
estimate is to consider the unemployed 
person days reci>rded a.s per (lie NSS data. 
Tliey amounted to 1.2(K) million pei soncla\ 
p a for AP and 15,050 million person days 
per annum tor ulMndia as in 1989-90. 
Since ull the days recorded under daily 
status unemployed days may not be 
available for work at all locations and at 
ail wage rates, and for all jobs, a third 
estimate is to consider the unemployed 
days 4)1 the p4H>r 4 )nly these could 

he expected t4> be available more readily 
than 4>lhers. It was seen that in AP in rural 
areas, unemployed person days of the poor, 
as in 1987-88. accounted for only 27 per 
cent of the total unemployed person days. 
If we roughly take it is onc-third. the p<ior 
have to be provided employment for 4()0 
million person clays in APand5.016 million 
person days in all-india as in 1989-90, Hven 
this minimum programme of employment 
will cost Rs 6(K) ciore p a at a wage rale 
of Rs 15 per day in AP on labour alone and 
ar4>und Rs 1,000 crore p a on the total 
pr4)graminc and Rs 7,525 crore p a in all- 
iiuliu on labi>ur and Rs 12,541 crore p a on 
total programme on the a.ssumption that 
labour costs form 60 per cent ol the tola! 
C4i.st per annum. Tlic u>ial resources utilised 
under Jawahar Ro/gar Yiijana in 1989-90 
were of the 4)rder 4>f Rs 184 crore for AP 


819 


Goonomic and Political Weekly April 15. 1995 



INDIAN STATISTICAL INSTITUTE 


SUMMER SCHOOL ON ADVANCED ECONOMETRIC TECHNIQUES 
AND THEIR APPLICATIONS 


Indian Statistical Institute will organiseathree-week Summer Schoolon Advanced EconomatricTvehnlqiMs 
and Their Applications at its Calcutta campus from June 19 to July 7, 1995. The objective of the School 
is to familiarize its participants with the theory and methods of applications of latest econometric techniques 
like Specification tests for nested and non-nested hypotheses: Regression models with qualitative and limited 
depeiKlent variable. Regression diagnostics; ARCH models, Vector autoregression; Tests of unit root: 
Cointegration; Nonparametne regression etc 

The School is meant for research fellows and yourig teachers/researchers working in colleges, universities, 
imtitutions. Government departments who are currently engaged in research on applied econometric problems. 
Applicants must have consistently good academic records with at least a Master’s degree in Economics from 
a recognised University/ Institution. They must also have a strong background in Statistics and/or Econometrics. 

There is no fee for the School. Participants will be provided free board and lodging in the institute campus 
in Calcutta To and fro second class railway fare by the shortest route would also be given. Applications 
are Invited on plain paper stating (I) name, (ii) mailing address. (Iii) sex, (iv) date of birth, (v) academic 
qualifications (mentioning the name(s) of Board/University/instItution, year of passing, ciass/divlsion and 
sut^ects), (Vi) level of formal training in Statistics and/or Econometrics, (vli) whether board and lodging are 
needed and (viii) present position Each application must be accompanied by a short write-up of a research 
problem (which the applicant may be currently working on or intends to work on) and a recommendation 
letter from the head of the department/institution/employer. Applications must reach Dr. Nityananda Sarkar, 
Economic Research Unit, Indian Statistical Institute, 203, B.T Road, Calcutta - 700 035, (e-mail 
tanya@isical.emet in) latest by 15 May 1995 


SAGE PUBLICATION 


MARXIST THEORY 

AND NATIONALIST POLITICS 

The Case of Colonial India 
8ANJAY SETH 

Essentially a history of Marxist theory the distinguishing features of 
this work arethe questions it asks of its material, and its methodological 
approach 

This work examines how those committed to the socialist project, 
oonceived and imagined through Marxist categories, came to cast 
their gaze beyond Europe, how, as they did so, they came to regard 
nationalism as the essential feature of the non-Western world, the 
ways in which the relation between their own project and the 
nationalist one came to be conceived in the context of colonial India, 
and the profound consequences of this encounter for Marxist 
theory, and for communist movements in India and elsewhere in the 
colonies 

199S ■ 2G0 pages ■ Rs 276 (cloth) m Rs 165 (paper) 


FINANCES IN THE EARLY RAJ 

Investments and the External Sector 
ARUN BANERJI 

The end of the nineteenth century was a period when national 
economies throughout the world exhibited a definite growth trend 
The Indian economy vras about the only one that stagnated dunng 
the period—a phenomenon which has continued to baffle economic 
historians Adopting a new methodology, Arun Banerji demonstrates 
fairly conclusively that the reasons for India's economic stagnation 
lie in the fiscal policies of the colonial government, which has far- 
reaching and adverse effects on the country Focusing on three 
major elements of fiscal policy—government finance, state investment 
in public works including railways and irngation, and tha external 
account—Dr Banerji shows how the policies adopted by the colonial 
government directly affected resource allocation, national income, 
employment, the infrastructure and social sectors such as health 
and education 

1685 ■ 340 pages ■ Re 375 (cloth) 
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(p 79 cft A finml Report 199(h9t rtf intniKiry 
of roral devokipmefit). 

Totaljemploymc^nt generated at atl-Inclia 
level in 19H9-90 was 864 million person 
’ days per annum (NIRI), Rural Development 
Report 1994^ p II2) and formed only around 
17 per cent of our lowest estimates. 

At AP level, the average employment 
generated during the period 19K9-9<) under 
iawahar Rozgar Yojana was 73 milium 
person days. This forms I K per cent of the 
lowest estimate of employment required. 
Thus, the employment programme fell 
considerably short of the lequircments even 
at the lowest estimates. There docs not 
appear to be much change in this situation 
subsequent to 1989-90. 

It is to be inferred that the dimension of 
employment programmes currently in 
operation in AP fall short of the 
requirements of even the minimum 
estimates. In view of Uic possible worsening 
of the position of unemployment due to 
lower elasticity of employment within 
agriculture and slowing down of the rate 
of growth of non-agriculture in the early 
1990s. there is an imperative need for 
stepping up employment under public 
programmes and for stepping up public 
intervention in agriculture to compensate 
for the decline in employment generation 
by market forces and to laise capital 
formation in agriculture The falling real 
wages in 199()s provide warning signals 
The prospects for worsening private 
employment under New Fconomic Policy 
in the medium term and the compelling 
need foi safely nets arc added reasons for 
increased attention to the issue. 

IV 

Conclusion 

(1) The trends in unemployment by usual 
status are rising but by daily status and 
current weekly status they appear to fall, 
possibly because the time criteria measure 
does not capture under-employ meiii in the 
dry areas. 

(2) We should expect rates of unemploy¬ 
ment to rise by all mea.surcs with rise in 
the proportion of casual labour. But this 
is not seen in recent data. This is again 
due to the fact that as unemployment 
gets concentrated in dry regions, under¬ 
employment. by criteria of prcxluctivlty. 
becomes more significant than unemploy¬ 
ment by time criteria. 

(3) The relation between poverty and 
unemployment, seen in earlier studies, was 
also not observed in the data. This is due 
to three factors. Firstly, as poverty gets 
concentrated in diy areas, unemployment 
by time criterion becomes an inadequate 
measure. Secondly, with ri.se in educated 
unemployed, a large number from non¬ 
poor record unemployment. Thirdly, as 


public intervention programmes provide 
employment to pinn*. ut least in part, relation 
between poverty and unemployment gels 
broken. 

(4)The declining elasticity id employmcnt 
in AP observed in the study is in contrast 
to earlier Studies which noted APas among 
the states with high elasticity of 
employment in agriculture. A number of 
factors have contiibutcd to this decline in 
elasticity: (a) rapid decline in maintenance 
of plough cattle, particularly in coastal 
Andhra Pradesh and decline in the 
numbei's of attached agricultural labour; 
(b) tractori.sa(K)n and displacement of labour 
in specific occupations like threshing and 
ploughing which is no longer compensated 
by employment in the second and third crop 
as rate of growth of irrigation began to 
decline, (c) the slowing down of Green 
Revolution- and (d) changes in cropping 
pattern from labour-inlensivecmps to value- 
added but capital-intensive crops. 

(.1) The pu7/le ol growing unemployment 
by usual status as.sociated with declining 
daily status unemployment is due to the 
fact that cun ent daily .status docs not capture 
all the luboui captured in usual status 
uncmploymcni. 

Ourcstimutesol rural rates of unemployment 
by pnncipal usual status tor males and 
females Utgether show a near doubling 
between I9K^ and I989-9() Hsiimale ol 
current weekly status, however, showed a 
fall between 19X3 and 1989-90 liv)m 4 per 
cent to 2 41 cent. But the cun eiU weekly 
status unemployment measure is not a useful 
one lor policy lormulation. since it docs not 
capture the puitially unemployed within a 
week. The current daily status measure is 
a better measure, but 1989-90 NSS (45R) 
does not provide details of this figure. Wc 
made an estimate in the absence of data on 
dally Status unemployment in NSS (4.5R), 
Tins IS lower ihan the figure tor 1983 mainly 
because of good weather conditions as seen 
by per capita agricultural output Despite 
tins fail, the absolute numberot unemployed 
person days has risen from 380 rniiliiMi in 
1983 lo 1.200 million in 1989-90 It may 
he noted that, dui ing the intervening periixl. 
there is an addition to laboui toree by 3 6 
million. Tlius the job market is unable to 
absorb the growing unemployed 

(6) The female work participation rates are 
the highest in AP among the major states 
Tliis is not an index of progress, but rcllccts 
the level of poverty, which ci)mpcl.s them 
to work; coupled with this problem arc the 
low wage rates i)ffcrcd to female lal)our in 
all categories of work. Thus, a continuing 
bias against females in the labour market 
persists. Among females, SC females in 
rural and urban aras are found to face the 
highest levels of unemployment. 

(7) In AP. the rate of growth of usually 
cinpk^yed, by principal as wcila.sby principal 


and subsidiary status, has been considerably 
lcs.s than the rate of growth of labour force 
in rural and urban areas. In rural areas, this 
disparity was much larger over the seven- 
year period under observation (1983 to 
1989-90). Tlic rate of rural unemployment 
is lower than the corresponding urban rale 
mainly because of highraieof rural migration 
to urban areas. 

(8) Kven in a gwHl weather year, as in 
1989-90, the unutlised manpower is large. 
Public intervention programmes arc found 
to meet only abtiui one-fifth of the lowest 
estimated requirements of employment. 
There is immense scope for using the 
unutilised manpower productively, in a 
decentralised frame of local administration 
to build up the resource base of agriculture: 
renovation of tanks, particularly in north 
coastal Andhra: waste land development 
for expanding area under horticultural crops 
in Rtiyalsccrna and TeliCngana: ecosystem 
development in all parts through social 
torestry; iuul development of the physical 
environment of the habitat of the rural 
poor. Such socio-economic challenges 
could be met only by u political leadership 
with a vision. Wc can only hope that the 
political leadership in AP will have the 
wisdom lo see where the future of AP lies. 

(9) The sources of data used in this paper 
on employment and unemployment are NSS 
27. 32, 38. 43, 45, and 4b Rounds. It will 
not be out ot place to mention here that 
the NSS data arc not presented in a uniform 
mannci in all rounds. This makes 
ci)inparison ofdata difficult and ambiguity 
enters into the results obtained. A valid 
policy measure cannot be suggested from 
such data The database must be improved 
by siandaulisation ofdata tables pre.sented 
in NSS Rounds to facilitate comparison 
and c<MTiptehenslon of the situation 
pievailing. This would help researchers 
and analysis (o arrive at more reliable 
conclusions on the employment and 
unemployment situation 

I Revised verMoii ol a paper submitted at llie 
seminar 1)11 ‘fimploymeiil Situation andTiends 
in AR’ org«inised hv 1‘inanee and Planning 
Department ol government ol AP and ('entre 
lor rconomic and Social Studies. Hyderabad, 
Augu.st IK. Tile authors cxpm.ss their 

appreciation ot the comments olfered by tlw 
participants ai the seminar, particularly 
R Radhurtshnaaiid S RSaiikaran The authors 
also thank R Kalyani tor etlicicMil computer 
assi.slaiice.l 
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QDBSBANK DevdofnnaitBaiikofSiiigiqmreLtd. 

BOMBAY BRANCH 


BALANCE SHEET AS AT MARCH 31,1995 

PROFIT AND LOSS ACCOUNT FOR THE PERIOD 
ENDED MARCH 31.1995 

(Rs. in thousands) 

(Rs. in thousands) 



As at 




Pniod Ended 

1 Schedule 

31.03.1995 

Schedule 


31.03.1995 

FORM A 


• 

FORM B 




CAPITAL AND LIABILITIES 



I INCOME 







Interest earned 

13 


5,250 

Capital 

1 

313.371 

Other income 

14 


NIL 

Reserves and surplus 

2 

724 





Deposits 

3 

5,299 

TOTAL 



5,250 

BoROWings 

4 

NIL 





Other liabilities and provisions 

5 

539 





TOTAL 


319,933 

II EXPENDITURE 







Interest expended 

15 


17 




Operating expenses 

16 


6.892 




Provisions and contingencies 



NIL 

ASSETS 

Cash and balances with 

Reserve Bank of India 

Balances with banks and inoney 

6 

3,317 

TOTAL 



6.909 

at call and short notice 

7 

6,119 





Investments 

Advances 

Fixed Assets 

8 

9 

10 

176,220 

NIL 

15,137 

ni FROFIT/LOSS 

Net loss for the period 

(-) 


1,659 

Other Assets 

11 

119,140 





TOTAL 


319,933 

IV APPROPRIATIONS 







Transfer to statutory reserves 



NIL 

Contingent Liabilities 

12 

2,920 

Transfer to other reserves 
Balance carried over to 



NIL 

^ Bills for collection 


85 

balance sheet 

(-) 


1.659 

Notes on Accounts 

17 


TOTAL B 

(-) 


1.659 

As per our attached r^ort of even date 






For RAJESH RAJBEV A ASSOCIATES 


I%r DEVELOPMENT BANK OP SINOAPORB LTD. 

Chartmd Accountants 





Bombay Branch I 

Sd/- 



Sd/- 



Sd/- 

Chandrashekhar 



F. Fialbo 



limTinKiat 

Partner 



Head->Finance 


Oencral Manager 





A Chief Executive Officer 

Bombay: April 12.1995 
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BOMBAY BRANCH 


SCHEDULES TO THE FINANCIALSTATEMENTS AS AT MARCH 31,1995 

(Rs. in thousands) 

(Rs. in thousands) 

‘ 

As at 


As »t 


31.03.1995 


31.03.1995 

Schedule 1—Capital 


Schedule 4—Borrowings 


Capital 


1 Borrowings in India 


Stait-up capital as prescribed by 


i) Reserve Bank of India 

NIL 

Reserve Bank of India, (includes a 


ii) Other banks 

NIL 

sum of Rs 20,00,000/- kept with the 


iii) Other institutions and agencies 

NIL 

RBI under Section 11(2) of the 


— ——« 

Banking Regulation Act, 1949.) 

313,371 

TOTAL (i. ii A iii) 

NIL 

TOTAL 

313,371 

2 Borrowings from outside India 

NIL 

i) From banks 



ii) From others 

NIL 

Schedule 2 —^Reserves and Surplus 


TOTAL (i & ii) 

NIL 

I Statutory Reserves 

Capita] Reserves 

Opening Balance 

Add: Additions during the period 
[Note 6 (b)] 

l^ss: Deductions during the period 

NIL 

Secured borrowings included m 1 and 2 above 

NIL 

NIL 

724 

NIL 

Schedule 5—Other Liabilities and Provisions 

I Bills payable 

II Inter-office adjustments (net) 
in Interest accrued 

NIL 

NIL 

17 

ni Share premium 

NIL 

IV Others (including provisions) 

522 

IV Revenue and Other Reserves 

NIL 

TOTAL 

539 

V Balance m Profit and Loss Account 

NIL 

Schedule 6—Cash and Balances 


TfJTAL. (I, n. m, IV, V) 

724 

with Reserve Bank of India 

1 Cash in hand 




(including foreign currency notes) 

217 



II Balances with Reserve Bank of India 


Schedule 3—Deposits 


i) In Current Account 

3,100 

A) I Demand Deposits 


ii) In Other Accounts 

NIL 

i) From banks 

NIL 


ii) From others 

247 

TOTAL (i A ii) 


TOTAL (1 A B) 

3,317 

TOTAL (1) 

247 

Schedule 7—Balances with Banks and 

Money at Call and Short Notice 

1 In India 


2 Savings Bank Deposits 

52 


TOTAL (2) 

52 

i) Balance with banks 

a) In Current Accounts 

b) In other Deposit Accounts 

6,119 

NIL 

3 Term Deposits 
i) From banks 


NIL 

ii) Money at^call and short notice 

NIL 

. ii) From others 

5,000 

a) With batiks 

b) With other institutions 

TOTAL (i A ii) 

Nil. 

TOTAL (3) 

5,000 


TOTAL(l,2&3) 

5,299 

n Outside India 




i) In Current Accounts 

NIL 


5,299 

ii) In other Deposit Accounts 

NIL 

B) i) Deposits of branches in India 

iii) Money at call and short notice 

NIL 

ii) Deposits of branches outside India 

NIL 

_IflL 


TOTAL 

TOTAL (i A ii) 

5.299 

GRAND TOTAL a All) 

6,119 


104 Polilipil WeoUiy A^(3i 15,1995 
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ODBSBANK Devdopment Bank of Sii^;apore Ltd. 


BOMBAY BRANCH 



SCHEDULES TO THE FINANCIAL STATEMENTS AS AT MARCH 31,1995 


(Rs. in thousands) 


As at 
31.03.1995 


Sclmkik 8— bivcstmciits 
I Invoftments in India in 

i) Oovemment securities 

ii) Other appfoved securities 

iii) Shares 

iv) Debentures and bonds 

v) Subsidiaries and/or joint ventures 

vi) Treasuty bills 


Sdiediilc 9—Advances 

A) i) Bills purchased and 
discounted 

ii) Cash credits, overdrafts and 
loans repayable on demand 

iii) Term loans 

TOTAL 


B) i) Secured by tangible assets 

ii) Covered Bank/Oovernment 
guarantees 

iii) Unsecured 

TOTAL 


C) I Advances in India 
n Advances outside India 



(Rs. in thousands) 


As at 
31.03.1995 



TOTAL 

176,220 

Investments outside India in 


i) Government securitieK 


(including local authorities) 

NIL 

ii) Subsidiaries and/or joint ventures 

NIL 

iii) Other investments (to be specified) 

NIL 

TOTAL 

NIL 

GRAND TOTAL a A U) 

176,220 





Schedule 10—^Fixed Assets 

1 Fixed Assets (other than premises, 
including furniture and fixtures) 

Additions during the period 
Depreciation to date 

TOTAL I 

n Capital work in progress 
Additions during the period 
TOTAL: U 

GRAND TOTAL G+O) 


Schedule 11—Other Assets 
I Interest accrued 

n Deposits in respect of leased premises 
in Others 

rv Debit Balance in Profit and Lx)ss Account 
TOTAL 


Schedule 12—Contingent 

Liabilities 

I Claims against the bank not acknowledged 
as debts 

U Liability for partly paid investments 

m Liability on account of outstanding 
forward exchange contracts 

IV Guarantees given on behalf of 
constituents 

V Acceptances, endorsements 
and cAher obligations 

VI Other items for which the bank 
is contingendy liable 

TOTAL 



6,629 


6,629 


15,137 


1,100 

108,500 

7,881 

1,659 


119,140 
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ODBSBANK Devdopment Bank of Singapore Ltd. 

BOMBAY BRANCH 


\ 

SCHEDULESTO THEFINANCIALSTATEMENTSASATMARCH 31.1995 


(Rs. in thousands) 

_—_ i _ 

(Rs. in. thousands) 


Fenod 

• 

Ptetiod 


Ended 


Ended 




31.03.1995 

Schedule 13—Intmsf Earned 


Schedule 16—Operating Expenses 


I Interest/discount on advances/bills 

15 





I Payments to and provisions for 


*11 Income on investments 

« 

1,530 

employees 

979 

in Interest on balances with Reserve Bank 




of India and other inter*bank funds 

3,705 



► 


n Rent, taxes and lighting 

3413 

TOTAI-an.Dl) 

5,250 





in Printing and stationery 

203 

Schedule 14—Other Income 




1 Commission, exchange and brokerage 

NIL 

IV Advertisement and publicity 

144 

n Net profit on sale of investments 

NIL 



in Net proAt on revaluation of investments 

NIL 

V Depreciation on bank's property 

270 

IV Net profit on sale of land, buildings and 




other assets 

NIL 





VI Law charges 

259 

V Net profit on exchange transactions 

NIL 



VI Income earned by way of dividends etc. 




from subsidiarie^companies and/or 


vn Postages, Telegrams, Telephones, etc. 

257 

joint ventures abroad/in India 

NIL 



Vn Miscellaneous income 

NIL 





Vm Repairs and maintenance 

72 

TOTAL 

NIL 





IX Insurance 

155 

Schedule 15 —lutereet Bxpoided 





4 

X Other expenditure 

1,240 

I Interest on deposits 

17 



n Interest on Reserve Bank of 




India/lnter-bank borrowings 

NIL 



TOTAL (I&n) 

17 

TOTAL 

6,992 


ns 
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ODBSBANK Developm^t Bank'of Sii^pore Ltd* 

BOMBAY BRANCH 


Schedule 17—Notes on the Financial Accounts for the period ended 31*3.95 

I Principal Accounting Policies 

(1) Oeneral: 

The accompanying financial sUtements of the Bombay branch of Development Bank of Singapore Ltd. which has 
• commenced Banking Operations on March 15. 1995 have been prepared on the historical cost basis and conform to 

the statutory provision.^ and practices prevailing in the country. 

(2) Transaction.s Involving Foreign Exchange. 

a) Monetary as.sets and liabilities have been translated at the exchange rates prevailing at the close of the year. Non¬ 
monetary assets have been carried in the books at the historical cost. 

b) Income and expenditure items in respect of the Bank have been translated at the exchange rales ruling on the date of 
the transaction. 

c) As the Branch did not have any pending forward contracts, the Profit/Loss on outstanding Forward Contracts for 
the period ended 31.3.95 is Nil. 

(3) Investments: 

The Bank ha.s investments in Treasury Bills as at the year end. These investments have been valued based upon guidelines 

provided by the Reserve Bank of India vide their Circular No. BP.BC 59/21 4.043/94 dated May 17, 1994. 

(4) Fixed Assets: 

a) Fixed assets have been accounted for at tlicir historical cost. The estimated commitments on unfinished contracts 
of a Capital nature have been included m Contingent Liabilities in accordance with the guidelines provided by the 
Institute of Chartered Accountants of India. 

b) Depreciation has been provided with effect from the date of capitalisation on the straight line method The rates for 
this purpose arc as follows. 

f 

As.set Type Depreciation Rate 

Plant and Machinery 10% - 20% 

Furniture and Fixtures 20% 

Motor Vehicles 2.5% 

(5) Staff Benefits: 

a) The Bank is in process of forming a separate Gratuity Fund under the Group Gratuity Cudi Life Asssurance Scheme 
of the Life Insurance Corporation of India, Pending formation of such Fund, the Bank has made a provision for the 
Gratuity Liability.in respect of the period ended 31.3.95 on an estimated basis. , 

' b) The staff housing loan policy is in process of being approved by the Head Office. Pending such approval the bank has 
been recovering interest on such loans from the staff. Repayments of the principal component of the loan will 
commence after the approval is accorded to the schemd. 

(6) General 

a) As the B ank has commenced operations in India during the current year, previous years' figures have not been provided. 

b) The Capital Reserves disclosed in Schedule 2 consists of Fixed Assets and Bank Balance transferred by the erstwhile 
Indian Representative Office of the Bank to the Indian Branch on closure of the Representative Office. 

c) Other Assets disclosed in Schedule il include unamortised portion of payments made in connection with acquisition 
of Incased premises. Such payments are amortised over the primary lease period in accordance with Head Office Policy. 


Sd/- 

Sd/- 

F. Fialiu) 

Lim Yin Kiat 

Head-Finance 

General Manager & Chief Executive Officer 


Bombay: April 12, 1995 
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. ODBSBANK 


DeYdopment Bank <rfSii^pore Ltd. 

BOMBAY BRANCH 


AodUori’ Rtpoit 

1. WebftvcMiditBd^atticliedBalMiceShc^tof the Bombay Branch of Development Bink of Singi^xm Ltd. asat 
31ft Mvch, 1995 and also the annexed Ptofit and Loss Aocoimt for the pmod ended on that date. 

2. h accocdaoce with the provisioiis of Section 29 of the Banking Ref ulaCion Act, 1949« lead together with the provisions 
of sub-flections (1), (2) and (5) of Sectioa 21 ] and sub-section (5) of Section 227 of the Companies Act 1956, the 
Balance Sheet and Profit and Loss Account are not required to be and are not drawn up in accordance with 
Schedule VI to the Ccmpanies Act 1956.'The Accounts are therefore drawn up to confonn with Forms A and B of 
the Third Schedule to the Banking Regulation Act, 1949. Subject to the fmegoing observalioiis, we report that in 
accordance with sub-section (3) of Section 30 of the Banking Regulation Act 1949; 


a) We have obtained all the informatioo and explanations which to the best of our knowledge and belief wett 
necessary for the purpose of our audit and have found them to be satisfactoiy; 

b) The transactions of the Bombay Branch which have come to our notice have been within the powers of the Bombay 
Brandi of the Bank; 

c) In our opinion, proper books of accoimt as required by law, have been kept by the Bombay Branch of the Bank 
so far as appears from our examination of those books; 

d) The Balance Shpet and the Profitend Loss Account dealt with by this report are in agreement with books of 
account; 

e) In our opinion, and to the bested our infonnation and accesnding to the explanations givmi to us the said Accounts 
give the infoimation required by the Companies Act, 1956 in the manner so required, for banking companies and 
read together with the notes, give a true and fair view: 

(i) In the caae of the Balance Sheet of the state of affdrs of the Bombay Branch of the BaiA as at 31st March, 
1995^iHid 

(ii) In the caae of the ftofit and Lots Account, of the loss for the period ended on that date. 


For RAJESH RAJEEV A ASSOOAIES, 
Chartered Accountants 
Sd/- 

Chandrashokhar 
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Panchayats in Dealing witii Natural Disastmi 

1993 Floods in Jalpaiguri 

Cl K Lieten 
Prabhat Uatta 

Supporters of panchayati raj expect that the devolution of power will produce a flexible and committed response 
to natural calamity. This presumption is tested in the case of the 1993 floods in Jalpaiguri, West Bengal. Field research 
among flood victims shows that the panchavats were indeed prompt and ejjicient in their response to the crisis and 
fair in their distribution of relief and compensation. 


ONK of the benefits accruing from a 
devolution of power and responsibilities, at 
leastin the credoof the votaries ofpanchayati 
raj, is the expected flexible and committed 
response at the grass roots level in the case 
of natural calamities. Newspaper reports had 
suggested that even in the optimally 
functioning panchayat system in West 
Bengal, the panchayat leaders had become 
bureaucratised and hud failed io it^spond to 
the dramatic fl(»ods of July 1993 In the line 
of disaster s(X'iology, a.survey was conducted 
in some of (lie worst affected villages. The 
findings indicate that the panchayats appear 
to have been galvanised into action and have 
mitigated the suffering ot the flood victims. 

Although natural disasters arc probably 
fairly evenly spread over the globe, 
countries in the third work! seem to be dis- 
pn>portiunalcly disasicr-prone. The cxpla 
nation for the disproportionate suffering 
from natural disasters by populations in the 
third world has to be located in economic 
and political structures This has been 
argued in a seminal contribution by 
Amartya Sen (19K1) on the difference 
between ‘endowment’ and ‘entitlement’. It 
has been further elaborated to explain drought 
and flood-related famines in Drc/e and Sen 
(19K9) - although technology, logistic 
resources and financial reserves are 
important, the social texture and its political 
organisation play a pivotal role in preparing 
against disasters and reducing the ill-effects 
of disasters. 

James Manor (1993) has made the point 
that one .such political institution, the 
panchayats, “if they are stixmg”, can be 
effective instruments: “Panchayati raj 
institutions arc not only a lVH>lproof source 
of early warnings about potential calamities, 
but also an effective means oi ensuring that 
such warnings do not go unheeded"’ (199.T' 
1019). Hie judgment is based on a broiidbrush 
assessment of the panchayats in Kuniataku 
between 19H7 and 1991 when a reasonably 
effective panchayat system was m place. 

Whereas Manor has used the example of 
Karnataka, we shall lest the argument on (lie 
basis of evidence from West Bengal, 
part iculorly from the north-eastern Jalpaiguri 


district. In West Bengal, the juvenile yet 
strong and enthusiastic panchayats m 1978 
were creditcil.by friend and foe for their 
sublime role in responding to the severe 
IIckkIs which inundated many areu.s in the 
delta. In the ensuing years, the foes and some 
of the friends indicted the panchayats for 
having slid into bureaucratic inertia 

kHPORiiNd On Flchuxs 

FIikhIs have fairly regularly played havoc 
with the land and its people in Jalpaiguri. 
In the 1993 rainy season, tlie river water 
went on a rampage once again. The onslaught 
of the moiis(xni, the excessive sillation of 
the nver beds at the foothills of the Himalaya.s, 
and the water rushing from the catchment 
areas downwaixl again led to flash floods and 
devastation. In the three days following July 
18, 1993, against a yearly normal lainfall 
of around 3,353 mm, the downpoui a.s 
mca.sured at Hasimara, north of halakaia, 
wa.s J ,378mm [Di.strictMagistrale 1993.2J 
The impact of the floods was devastating, 
particularly in Alipurduur subdivision 
the bordei with Assam (Alipurduar, Kalchini, 
Madarihat and Falakula blocks). 

The flash n(H)ds on the night ol July 19 
resulted in widespread loss of live, crops and 
projwiy. Around 200 people were repoi ted 
dead or missing, and more than l.OO.OOO 
cows and buffaloes were drowned Hie n^d 
and railway system was breached at several 
points, bridges and culverts were washed 
away, and access to the area was initially 
cut off altogether, hampering the relief 
operations. According to the official report, 
8(),(K)0 houses were destroyed and a further 
95,(X)0 were damaged. Aniund 8,00,000 
people were niurcK)ncd for one or more days. 

Newspapers reports excelled in depicting 
the extent of the agony suffered by the 
people. Hie reports suggested and confirmed 
that the political stiniciures failed to a*spond. 
Uday Basu | llie .Statesman, July 31,1993) 
was one of the reporters with gnpping stories 
to tell. “Village after village in the districts 
look like the killing fields, devastated by 
bombardment and savage plunder by some 
enemy unknown”, Basu had earlier set the 


tone for most of the reports. Referring to 
Madhyuranjlibugna in Madarihat, he 
reported: “While state government relief is 
virtually non-existent here, the villagers may 
be forced to loot whatever they can lay their 
hands on” [The Statesman, July 26,1993]. 
Reporters were gieally concerned about the 
fact that the administration^ particularly the 
panchayats, failed to rise to (he occasion 
“Indeed, at the critical moment, state 
government employees were more busy 
saving themselves than going to the rescue 
of the people. While the acInMiiistration 
lemaincd inert for five consecutive days, 
townspeople and clubs and voluntary 
agencies in the neighbouring Ccnich Bchar 
district reached the ravagcQ areas king before 
the state giivernmcnt made it.s token pix*sence 
there” [Uday Basu in The Statesman. July 
27,19931. This report referred to one of tlie 
worst affected areas in Al ipurduar block, but 
the situation in other blocks was stated to 
be similar. As aconscquence, “the starving, 
homeless people here directed their wrath 
against the Left Front government”, so much 
so that one Amalendra Roy in Sishuban 
village in Madarihat told the reportci about 
his sen.se (^f bciiayal. “Four bridges in this 
block were blown away and we were 
marooned for four days We looked tor our 
Left Front panchayat members, but they 
were nowhere to be seen”. A local RSP 
leader in vSishubart is quoted as saying that 
“the politicians failed to activate the 
government to rise to the occasion”. jTTie 
Statesman. July 29, 1993] 

The reports and suggestn^ns cairied by 
The Statesman arc a specimen of what 
appeared in The Telegraph. Uttar Banga 
Samhad. and Ananda Bazar Tatrika. Hiey 
all conveyed (he message that the 
administration, particularly the'^anchayat 
leaders, had become bureaucratised, apathetic 
and impervious to the misery of the people. 
They tended to confirm the recent asscssiAent 
by I) Bandyopadhyay [Bandyopadhyay 
1993; Mukarji and Bandyopadhyay 1993). 
The gist of Bandyopadhyay’s argument is 
that the panchayats have become “lifeless 
and sterile” bodies, and that the CPI(M) 
cadre are the ”new rich” who drive around 
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Fimmc: Ir^ATROf^tiis m Falaiuta: op Credit 


None 

43 per cent 


Inteiesl-ffee support 
5 per ceni 


Food 

23 



Bank 

19 percent 


O-operalive 
7 per cent . 


(Aimmerctal Icndei 
10 percent 


Note: The iiifornuition is based on 251 families in the flood-affected area<; of Falalcalaand Madanhai. 
Interest-free support, usually for food and calamities, in four cases was received from the 
employer. Commercial lending refers to production- and business-oriented borrowing 
from moneylenders. 


in *'cars with sirens and red lights". It would 
thu.s seem to be a far cry from the early 
beginnings when, in 197H, massive floods 
swept over much of Bengal, and when the 
fledgling panchayats were galvanised into 
action. 

■ OfwciAL Ac'c'cmm (H- Floous 

r 

Fulakata, with its two lakh population 
taking the brunt of the raging Torsa and 
Muznai rivers, was one of the most affected 
blocks. The first flo(xiing started late on July 
18. The next n ight disaster struck While the 
night was pitch dark, and the torrential ram 
buttered the land, a huge wall of water 
breached the hanks at the confluence of two 
rivers (Tecti and Bagri) in Madarihat hl(Kk 
just noitliof Deogram. Many loW-lying areas 
were under 12 feet of watei and the entire 
block was cut off due to numerous breaches 
in the road system. According to the official 
reports, 40 people and around 16,000 cows 
and buffatoes were swept away. Abi>ut 4,000 
houses were completely damaged. 

The task was formidable. With torrential 
rains and raging water swirling over ix^ads 
and fields, the rc.scuc operations would have 
been difficult even if the hou.se.s were in 
nucleated villages. Given the .scattered 
clusters of Taris' (usually a couple of hoases 
only), the task of reaching the marooned 
people was even more daunting. In the 
absence of any support from the divisional 
headquarters during the first couple of days 
(all road connections were cut), all resources 
and initiatives had to be developed at the 
local level. 

The official account dismisses the 
allegation, as reported above, that the 
administration and the panchayat system 
failed to respond to the calamity. Discussions 
with the BDO, the sabhapati and their 
subordinates suggest that they were infonned 
of the first floods in the night of July 18 and 


rushed to a local ity in Deogram village where 
some people had been marooned. Since they 
“were smelling the flocxls", on July 19 al 
5.30 am, a crisi.s meeting was called. The 
administrative staff and the political leaders 
of the three major parlies there and then took 
the firstdecisiuns to cope with the impending 
disaster. Tlie crisis team took the central 
decisions and then decentralised the 
execution to the local teams arour4d tlie 
panchayat offices. 

Thcofficial account suggests that the crisis 
management was organi.sed logically and 
efficiently; the block leaders co-ordinated 
and ttx)k the majordcci.sions. tlic local leaders 
acted as links with (he local committees .set 
up in the villages, and the NGO (besarkari) 
support, which started coming in after a 
couple of days, was directed by the block 
c ommitlcc to one of the 64 points were relief 
work was organised. Kven the traders co¬ 
operated in the scii.se that tliey provided 
around 2,()(K) quintal of rice and wheat “on 
credit" in the relief efforts. The kxal transport 
association offered their loirics and vans for 
the distribution of the relief materials. 
Polytlienc sheets and dry food started coming 
in from the district headquarters after two 
days and were distributed immediately. 
Private dcxlors and government doctors co¬ 
ordinated their woric in three shifts. 

C()N.srRi»n'iNn a Samfi.r 

• 

Two weeks later when we first visited the 
area, the water had receded from the fields 
and life seemingly had returned to normal. 
Boulders and layers of silt in the fields were 
the apparent signs of tlie recent flocxis. 
Bridges on the panchayat roads had been 
repaired, houses had been (partially) 
reconstructed, and the first new handlooms 
had been brought in and started working. 
The ongoing relief efforts had been taken 
over by NGOs such as the Ramakrishna 


Mission, and the worst suffering seemed to 
be over. 

In the official account of the flood relief 
operations, it was claimed that the relief 
effort was a cross-parly affair, with theBJP 
excelling by its absence. It was alsoclaimed 
that the rescue and relief operations were 
performed zealously and efficiently. The 
official report was obviou.sly at variance 
with the newspaper reporting which had hit 
the headlines and which had suggested that 
the administration had broken down, and 
that the panchayat leaders had not lived up 
to their task. 

In order to decide on the validity of both 
representations, we decided to sample, 
during three months starting in October 
1993, 200 households in three villages 
each in two of the most affected panchayats 
(Deogram and Guubaniagar) in Falakata, 
and a further 50 households in two severely 
affected villages in Madarihat block |usl to 
the north of Falakata, namely, Si.shubari and 
Madliyaranjlibagna. Both villages figured 
prominently in two newspaper rep<^rl,s 
referred to earlier. 

Wherca.s Madarihat has a .slender KSP 
majority in the panchayats, in Falakata eight 
out of the 10 panchayats are contiolled by 
theCPI(M), In Deogram, it secured 53.2 per 
cent of the votes, up from 44.7 per cent in 
the 1988 elections mainly Ix^causc of the 
collapse ofthcRSP support. In Guabamagar, 
because of the same rea.son, electoral suppt>rt 
of the CPI(M) expanded from 46.0 in 1983 
to 51.5 in 19K8, and then dwindled to 48.0 
per cent in 1993. As a con.scqucnce of tlie 
emergence of the B JP. the oppo.sition votes 
got .split, and the panchayatremained safely 
in the hands of the CPI(M). The electoral 
suppt^rt since the emergence of the Left 
Front government ha.s remained fairly stable 
and has remained divided between the two 
major formations, the CPI(M)-RSP and 
Coiigrcss-BJP, each with around half of the 
voles, . 

The random sample It' p-*: went of (he 
households in the selected villages, 
uincentrating on the low-lying areas, covered 
an unbiased segment of the local population, 
except for gender. Women accounted for 
only one-third of the respondents. In terms 
of othci characteristics, the sample more or 
less reflected the structure of p^ipululion. In 
terms of education, more than half of the 
sample were illiterate. On the basis of the 
census reports, a .slightly higher percentage 
could l>c expected, especially since among 
women illiteracy is .still dcpressmgly high. 
Male literacy in Falakata in 1991 had gone 
up to 49.7 percent (up from 26.4 in 1971), 
and female literacy U) 27.0 percent (up from ^ 
9.25). In the eight villagc.s as per the 1991 
Census data, male and female illiteracy stood 
at 45.9 and 72.1 per cent respectively. 

In terms of caste, bralimins are conspicuous 
by their virtual uKscncc. and slightly more 
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than half of tht; Hainple (513 per cent) ere 
SC, mainly rajbanai. Thia ih afairteflection 
of the ca$te Htnicture in an area where the 
maiiifttieam caste system has only been 
introduced in fairly recent history (Census 
19S1; Das Oupta 1992: 11-26] and where 
the rajbansi, al^ougb fcM-mally SC, have had 
tnulti-caste functions and aspirations. 
Paiakata's population in 1991 included 41 
per cent SC and 20 per cent ST. In the eight 
selected villages, the proportion of SC and 
ST in the population is respectively as high 
as 59,5 per cent and as low as 3.9 per cent. 
Of the latter group, which resides mainly in 
the higher lying tea estates, only a few persons 
were covered by the sample. 

The economic position of t he respondents 
reflects the structure of a small peasant 
society. As many as 52 per cent of the 
respondents had no land or less than 0.5 
acres of land, and 26 per cent had between 
0.5 and 2.5 acres; on the other hand, only 
4 per cent had more than seven acres. The 
households are generally poor, probably just 
beyond the threshold of starvation but with 
no means to bargain in the face of disaster. 
As many as 48 per cent of the households 
did not have any durables (such as cycle, 
watch, radio, etc). 

Most families thus ohviou.sly belong to 
that group of people to which the prediction 
of Robert Chambers is expected to apply. 
Cham{>ers(19R3:108 ff), while describing 
the 'deprivation trap’, isolates five 
interlocking clusters of di.sadvantage - 
poverty, physical weakness, isolation, 
powerlessness and vulnerability. Vulncr* 
ability (in the face of natural disasters for 
example) hits the poorer people dispro¬ 
portionately hard, for them it is “a txjverty 
ratchet" which swallows their la.st buffers 
against contingencies and leaves them 
exposed to usury and the .sale of their very 
lastassets in the struggle for survival. Rixxls 
of the magnitude of those experienced in 
Falakata should have a devastating effect on 
tliesc poverty ratchet-prone families. 

Another variable i.s a factor which may 
influence the a.sscs.sment of relief efiorts, 
namely, party affiliation. Here again, the 
sample fairly proportionately rctlecls the 
electoral position. In the just concluded 
panchay at elections, the division of the vote 
had been as follows: CPI(M) 47.8 per cent, 
RSP 14.7 percent, Congress 19,1 percent. 
BJP 10 per cent, and no party 8.4 per cent. 
Political loyalties had hardly been shifting. 
Apart ftom the gains of the BJP (5.9 per cent 
irom Congress and 3.1 percent from CPIM), 
there had hardly been any vote .switching as 
compared to the previou.s elections. 

Hvbnhandbd and Quk'k Rbspon.se 

Coining to the more .substanti ve issues, it 
appears that the panchay ati raj structure was 
equal to Uie daunting challenge. From the 
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leapoadents in the sample, th^p^ 
emi^ges is clear-thepradhans andmembers 
of the panchay ata, assisted by scores of other 
volunteers, hectically moved around their 
wards to asse.ss the situation and to render 
aid. If they had not yet gone by themselves, 
people were taken to the panchayat office, 
school buildings or other buildings where 
they could stay safe froin the water. During 
the first couple of days, food was provided 
with consignments 'borrowed* fh)m the 
traders, and later with supplies coming in 
from Jalpaiguri. When it was po.s$ible to 
return, the uprooted families were sent home 
each with a .small supply of rice, flour and 
chira. The amounts were small - five to 20 
kg - and bi>re no relation to the loss of 
f^grains suffered. Large families gotmore, 
small families got less. 

Nocompensation wa.spaidforcattle. fowl, 
agricultural tools and utensils. The damage 
to hou.ses, on the other hand, in all cases was 
looked after. Most of the houses are simple 
constructions of bamboo mats between 
bamboo poles supporting a corrugated iron 
roof. Many of these houses had been torn 
apart or swept away. In each case, within 
a couple of days tarpaulin sheets were 
provided, and two months later Rs 1,000 
was paid as compensation. Furthermore, after 
three months the three families in the sample 
which had suffered deaths (one each) were 
paid Rs 60,000. Two families which had 
suffered more than one casualty had not yet 
received the grief money, but they expected 
it s(x>n. 

The conclusion which can be drawn from 
the information provided by thcre.spondcnts 
is two-fold. First, local government personnel 
(elected leaders, staff and volunteers 
organised by them) emerged on the scene 


of the 4gbt at the hegkitiui| wttft 

organiaedroscueaod relief work throughout 
S^ond, relief materials tq)peartohavebeen 
distributed evenly, without cuts or 
discretionaiy benefits or deprivals. 

This is the conclusion that has been drawn 
by the villagers themselves. We asked the 
251 respondents to assess the involvement 
of their own panchayat member in the 
afterm ath of the floods. The aggregate verdict 
is as follows: 8.8 percent were very satisfied; 
76.1 percentwere reasonably satisfied; 13.5 
percent were not satisfied; only 1 per cent 
as.scssed the involvement of the member a.^ 
worthless. 

One must remember that close to half of 
the sample in each ward is supporting an 
oppo.sition party, and therefore are possibly 
not too eager to shower praise on the 
panchayat member. This was particularly 
the case for people with a (recent) BJP 
allegiance - they signed for almost half of 
the dissatisfied people. Since they were not 
discriminated against in the relief efforts, 
their grudge may stem from political vendetta 
rather than from dereliction of duty by the 
panchayat member. Disproportionately more 
di.ssatisfied respondents were found in 
Bhutnirgat North which happens to have 
elected a BJP member. 

The population was generally appreciative 
of the involvement of the local admini¬ 
stration and its leaders. They were also 
appreciative of NGOs (hesarkari) Where 
government finances fell short, the supply 
and distribution of food by NGO.s “saved 
us from starvation", as many flood victims 
stated. The Rotary Club, the Ramakrishna 
Mission, AnandaMarg, Bharat Seva Shaim, 
various youth clubs, traders’ associations, 
etc, came forward at the relief stage and 
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Frequency 

Big 

Increase 

Small 

Increase 

No Change 

Small 

Decline 

Big 

Dechne 

(Nearly) landless 

1.31 

4 

50 

52 

19 

6 

Small peasant 

66 

2 

39 

18 

4 

3 

Middle peasant 

45 

6 

27 

7 

5 


Rich peasant 

9 

2 

6 

1 

- 

- 

Total percentage 

100 

5.5 

48.6 

31.1 

11.2 

3.6 


Table 2. Opinions on the Panchayat Councillors in the Flood-Affected Area 


Panchayat Members 

1 

2 

3 

4 

5 

Score 

They have become bureauenos 

36 

130 

50 

3 

32 

-^.53 

lliey are comipt 

73 

104 

58 

15 

1 

-4).87 

They help only their own people 

104 

73 

55 

13 

6 

-1,02 

They don't oblige pcxir people 

184 

66 

- 

1 

- 

-1.73 


Note: llie 251 respondents had five options: 1 s vehemently disagree; 2 s disagree; 3 » no 
opinion; 4 ^ agree; 5 st definitely agree. In order to calculate the aggregate score, the first 
two values were posted as (-2) and (-1), and the last two values as (•fl) and (-t-2). The scores 
were then totalled and divided by the number of respondents in orderto get the average score 
on the Liken scale. Whereas any negative value, up to («2) if all respondents would speak 
in unison, reflects a rejection of the negative attributes asenbed to the members, any 
positive value indicates broad agreement with the negative statements on the panchayat 
members. 
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apparoiMIy pitttiality or 

pnipttgaada. 

ll^e blodc administation, or should we 
say the panchayat samiti administration (the 
administrative grid and the political grid 
have become intertwined), directed them so 
that all wards remained attended. This 
intervention by the panchayat institutions 
was yet another feature which sets the 
'Falakata moder apart from other disaster 
management models where aid organisations 
fly in and start working in an unco-ordinated 
manner, often even at cross-purposes. 

Views on the Htxx>Ds 

•• .H, 

The newspaper reports had suggested that 
the impact of the devastating floods could 
have been allayed if the government had 
taken timely action when it was informed 
by the Bhutan government that it had opened 
the sluice gates of the Chukha Hydel 
Reservoir. As one report suggested: “Entire 
North Bengal has been rife with the rumour 
that the devastation was the result of an 
extremely callous and negligent admini¬ 
stration that did not pay heed to the warning 
of the Bhutan government*’ [ The Staiesman, 
July 31, 1993). 

How did the local population explain for 
the floods''The story about the floodgates 
in Bhutan hardly has any takers. A few 
persons do blame the government for having 
neglected the area, and for not having applied 
enough resources to flood control measures. 
Relatively more people assign the cause of 
the floods to a different institution - God. 
The floods arc seen by around 10 per cent 
of the sample as a punishment given by God 
for sins committed, or as the unpredictable 
wish of God ('bha^waner itsa\ 'ishwaner 
ilsa*). Mo.st of these are elderly people, 
particularly Muslims. The vastmajority, ^so 
among the elderly and Muslims, however, 
take a germane attitude. They argue that 
given the climatological specificities and 
given the relief of the area, floods could 
possibly not be avoided. What can be 
minimalised is the disastrous and unsettling 
after-effects of the floods. 

Aftbr-Ewbcts 

In order to determine the extent of 
disastrous and unsettling effects of the 
calamity, we have kxAcd at two variables: 
self-pcrc^tion regaidingeconomic fortunes 
and the degree of indebtedness. 

Indebtedness usually follows in the wake 
of natural disasters. The vulnerability of 
poor households is put to a severe test when 
utensils and food supplies have been 
destroyed and supply consiraints forceprices 
itpwaids. Survival strategy then necessitates 
recourse to the infamous moneylender. A 
couple of months after the floods, as one 
element in the survey in order to assess 


wbetber this process liiiidbe«ni|t work, the 
financial portion of the poptdation was 
tested. The results are summarised in the 
figure. 

In interpreting the results presented in the 
graph, reference should be made to the high 
number of landless and nearly-landless (52 
per cent of the sample), and to the fact that 
most of the respondents had been Reeled 
by the,floods, some of them severely. 
Nevertheless, it turned out that 43 per cent 
of the families are free of any debt obligation 
and that 36 per cent have l^rrowed money 
for productive purposes (from banks, co¬ 
operatives or moneylenders). In 5 per cent 
of the cases, the families had been supported 
by friends and relatives, and 16 per cent had 
to contract non-productive loans from a 
moneylender. 

The cases of indebtedness were not 
necessarily related to the aftermath of the 
floods: progre.^s in agricultural productivity 
and employment in Jalpaiguri is trailing 
behind the southern districts of the state, and 
poverty, on a limited scale, still forces some 
households to take recourse to survival loans. 
Around 9 per cent of the respondents had 
to approach the moneylender for f(K>d 
consumption loans. These loans are taken 
by families which already under normal 
conditions find itdifficult to scrape through, 
and occasionally have to borrow money for 
the bare necessities of life. 

In the second exercise testing the after¬ 
effects, the respondents were asked to a.ssess 
their own economic condition in terms 
ranging from considerable progress to 
considerable deterioration. lti.s a subjective 
statement which may be coloured by various 
extraneous considerations (for example, in 
order to express satisfaction or dis¬ 
satisfaction about the political party in 
power). The aggregate results, however, 
indicate that such extriineous factors did not 
seem tointerfere much. For example, CPI(M) 
and Congress supporters produced similar 
results. 

As Table 1 indicates, only 14.8 per cent 
of the respondents complained about a 
worsening in their economic position. A 
significant majority of the small and middle 
peasants in the sample claims to have 
experienced an improvement in their material 
conditions. 

Among the landless and nearly-landless 
respondents, the picture is more ambiguous: 
only 41.2 per cent indicate an improvement 
in their fortunes, and 19.1 cent have 
experienced a worsening scenario. The 
findings are incongruous with the findings 
in Birbhum, Baiddhaman and Medinipur 
[Ueten 1992, 1993, 1994], but, given tfie 
devastation which had struck the area, they 
are hardly suiprising. 

In fact, one could have expected a much 
higher percentage of households with 
deteriorating circumstances. The study was 
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conducted acouple of months after thefloods 
which had hit the landless families 
disproportionately hard - not only do they 
have less reserves to fall back upon, but by 
and large, and more importantly, they often 
live in settlements in marginal and low-lying 
areas. It is these areas which took the brant 
of the flood waters. Indeed, among the six 
cases which experienced a stark decline in 
their economic position, we find one family 
which lost two lives, and one family which 
lost five lives: two children, the parents and 
the mother-in-law of the respondent, who, 
despite her immense grief, nevertheless 
declares to be satisfied with the way she was 
looked after by the panchayat. The loss had 
happened, and could not be repaired, but the 
sense of belonging mitigated the pain and 
the confusion. 

Average Panc'hayats 

Earlier we have established that the survey 
was representative of the population. We 
have not established that the panchayats 
under study were not extremely good 
exceptions to many other also-run 
panchayats, but we assume that they were 
not. As we shall explain, we assume that 
throughout West Bengal, the kx:al reaction 
to a disaster-like situation by and large would 
not have been dilferent 

The panchayats in Jalpaiguri have been 
subjected to political processes similar to 
those observed in the rest of West Bengal, 
namely, a combination of growing con¬ 
sciousness and intense party political 
competition for the coveted seats of local 
dispensive power. The full enfranchisement 
of the rural population in West Bengal 
through the revitalised panchayat system 
entails the loss of crucial electoral support 
whenever the sitting panchayat leadership 
forsakes its duties or engages in corrupt 
practices. Consequently, the various political 
parties, including the CFI(M), in many gram 
panchayats have suffered setbacks on 
hustings day in the sense that in many 
locations the sitting council has been 
disavowed by the electorate. This disavowal 
explains the cycles in popular support which 
have been observed in the four consecutive 
elections from 1978 onwards, in Jalpaiguri 
as well as elsewhere. Fluctuations have been 
* noticed in each panchayat, and the combined 
overall support of the Left Front in the bloc 
has steadily declined from 53.4 per cent to 
51.3 per cent, exclusively because of RSP 
decline. The decline, however small, 
indicates a certain degree of dissatisfaction 
with the performance of the panchayats. 

The extent of dissatisfaction can be 
quantified. The respondents werepresented 
with a number of statements and were 
asked to express their .stand, ranging from 
strong approval to strong disapproval. TTie 
answers were entered on a scale ranging 
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ftiom 1 to 5. in which the middle point 3 
indicates no commitment either way and a 
score hovering around 2 would indicate a 
positive opinion, but not in an absolute 
sense. The aggregate picture given in 
Table 2 indicates that people in the 
panchayaU under review are reasonably 
»,9tisfied with the functioning of the 
panchayats. They arc generally satisfied 
with the changes in the power relations as 
a consequence of which the poor people 
are listened to and in ttie sense that they 
can approach the administration for help. 
With only one exception, all respondents 
backed the statement that poor people 
ibese days have a greater say in village 
affairs, and they generally agreed that the 
panchay at members can be approached for 
. help. They do reject the proposition that 
the panchayal members arc corrupt, 
although Congress supporters are less 
convinced: their overall score (-0.70; sec 
note loTuhle 2 for an explanation) contrasts 
with the aggregate score of CPI(M) 
supporters (-1.18) which indicates that 
practically all supporters of the latter party 
are convinced that panchayat members by 
and large are not corrupt. 

On the other band, there is some unease 
that panchayat members have become 
bureaucrats in the sense that they spend 
more time in running the administration 
rather than in contacting and organising the 
people. This view is slightly more 
pronounced among BJF and Congress 
supporters, often in ureas where the councillor 
belongs to their party, than among the 
supporters of the Left Front parties. The 
overall score (-0..S3) is slanted by a relatively 
large number of respondents (32) who have 
wished to express categorically their dis> 
satisfaction with the bureaucratisation in 
outspoken terms. They insist that the 
panchayat leadership is not corrupt, and is 
available for help and advice, but that it 
spends too much time running the admini¬ 
stration, and by doing so, lails to take a 
more active part in mobilising the villagers. 

The data on relative satisfaction and dis¬ 
satisfaction with the panchayat members 
suggest that the panchayat leadership in 
the villages which were hit by the floods 
in July 1993 is not an exceptionally good 
orie. and can therefore he con.strued a.s a 
fair reflection of the panchayat leadership 
in West Bengal in general. The inference 
then is that in the rest of the state, cala¬ 
mities would have been handled in a similar 
way. 

Conclusion 

From the representative survey, the 
conclusion to be drawn is clearly that the 
panchayals in Falakata and Madarihat did 
not fail the flood-stricken people. The 
newspaper reports at the time of the floods 


can hardly he considered reliable. As a 
consequence of crisis management by the 
panchayat^centred instiiutionst the entitle* 
ments of thepeople (as conceived by Amarty a 
Sen) were not impaired and the natural 
disaster was not followed by a social disaster. 
The ^poverty ratchet' did not gobble up the 
poor families. 

On the contrary, people were reasonably 
satisfied with the rescue and relief efforts 
in which the panchayats, both the political 
leadership and the officials, played an 
important role. In the end, the aigument 
that the panchayats have become bureau¬ 
cratic institutions and therefore have lost 
much of the zeal which helped them to deal 
with the floods in 1978, an argument 
advanced by many of the detractors, does 
not hold. 

The panchayats in West Bengal fit the 
expectations about panchayats as the 
lowest and best positioned institution of 
local democracy which is answerable to 
the people. In limes of calamities, as is 
shown by the example of Jalpaiguri in 
1993, it continues to stand up to the 
occasion - Given the close electoral contests, 
political parties are continuously pressed 
to deliver the goods. This environment 
helps in times of normalcy as well as in 
times of calamity. 

|The a4Ssis(Hnce ol Fradip Kumar Barman and 
Fronesh Chondra Roy in the collection of field 
data has been highly evaluated. The distnct 
magisinue, the local BDO and the panchayat 
functionaries have been very helpful with 
logistic support.) 
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DISCUSSION 


Globalisation of Imlian Agriculture 

A C Minocha 


C H HANUMANTHA Rao and Aj^hok Gulati 
(^Indian Agriculture: Emerging Perspectives 
and Policy Issues’, December 31,1994) 
have strongly advocated integration of Indian 
agriculture with the world market, on the plea 
that such a process would improve terms of 
trade of agriculture. the benefits of which would 
also percolate to the poor. Towards that end 
in view the authors (lave suggested a strategy 
for agricultural development, including broad 
policy changes in supply side factors and a 
shift from foodgrain production to new acti vines 
with favourable domestic and expoii demand, 
such as dairying and other animal products, 
horticulture and floriculture in order to boost 
agro-processing. Their view is based on the 
piemise that growth rate in domestic demand 
for foodgrains has been declining and may not 
exceed the long-term foodgrain output growth 
rate of 2.6 per cent per annum due basically 
to the availability of a wide range ot non* 
foodgiains and uii>an auisumption goods in 
rural aa^as and, therefore, agncultural growth 
need not any longer be limited by the goal ol 
self-sufficiency but may benefit from trade so 
a,s to raise the overall rate ol giowlh This view 
may be questioned on the ground that the 
consumption basket of the minority ol 
population might have undergone a change in 
favour ot non-loodgrains and urban 
consumption goods but certainly not the 
consumption basket ol the vast majonty of 
fuial population which contains mainly cereals 
and the contents of which shnnking du«’ 
to rapid erosion ol purchasing power, 
consequent upon nse in the prices ol basic 
consumption goods. Ilie declining demand for 
foodgrains may be partly due to lack of 
purchasing power in the hands of majonty ol 
population Nearly two thuds of riiial 
population consist ol small and marginal 
farmers and landless labourers I'hcir demand 
for food is not fully, met and they arc net 
purcha.sers in the market, 'fhis vast .segment 
ol rural population cannot participate in the 
process of globalisation ol agnt ulture. Since 
‘surplus' of foodgrains may not be real, food 
self-sufficiency will continue to remain one ol 
the goals of agricultural policy in the face of 
rising population and increasing demand of the 
poor. 

No one would dispute the view ofthe authors 
regarding the need for diversification of 
agriculture and for accelerating growth in that 
sector but the view that goal ol self-sufficiency 
be replaced by goal of globalisation of 
agriculture, may not be palatable to many. 
With the neglect of agriculture under economic 
reforms, with declining investment in 
agriculture and with a high degree of instability 
of agricultural production, it may not be possible 
to maintain the trend growth rate of 2.6 per 
cent in respect of foodgrainvs. We have already 
witnessed a long period of growth not trickling 
down lo the poor, in the post-green revolution 
period. Now can we believe in the trickle-down 
effects of international trade on the poor? 

The strategy of agricultuial development 


suggested by the authors may benefit large 
fanners and the multmational corporations who 
may entei into partnership with local firms 
forexploiiing our natural resources. Their plea 
for modernisation and diversification of 
agriculture for achieving the goal of 
globalisation is unsustainable in* view of the 
nature of our agriculture and the socio-economic 
charactensiles ol i\iral population. 

In his recent article ‘Structural Adjustment* 
Lessons from East Asian Expencnce', {Thu 
Times of India, E'cbiuary 10) Hanumantha Rao 
has maintained that (he poor who are ill- 
equipped and undcr-nounshed having neither 
assets nor skills, cannot rcspiind to market 
signals The cxpenenceol cast Asian countries 
offers a clas.sic example of how structural 
changes clircctod at improving the .socio¬ 
economic position of the weaker .sections by 
turning maikei in their favour, contributed to 
a significant reduction in poverty and 
inequalities while simultaneously raising the 
growth rales to a very high level. 'ITic nut hoi 
rightly observes- ‘ That measures lor structural 
change, i e. those designed lo influence the 
market in lavoui ol poor have to be given high 
priority il economic leforiii'* irivcdNiny 
‘.siniciiiral adjustment’ are notioresult m fuitlu i 
marginali.satKm o) the cconomicattv and 
socially disadvantaged groups” 1 he authoi oji 
the other hand, m his article in the LV'W Iihn 
advocated .i .tralcgy ol agricultural 
de\e)opmen‘ vhicli Wiiuld certainly lead to 
lurthcr margmali .atiun of the pooi 

Indian agncuJtuic is .suflenng fiom some 
structural deliciencie^ that render it totally 
tnaipahle ol drawling any benefit tiom the 
process ol hheialisalion of the economy. Neatly 
76 per cent ol agricultural holdings aic les> 
than two lu l tap's i ach and tw'o thirds ol these 
are le^s Ihiin one he«. taie each 'I la se holdings 
are fast hecomnig unoperalional and 
uneconomical, with the average si/e being 
0.39 hectares More than iwo-lhinlsol farmers 
are net puichaseis ol agncultural commodities 
and even ol loodgrains. Higher pncc.s m the 
coiupetiti\e market would go against then 
interests. I'his lact is iidmiltcd by the authors 
when (hey observe that “Since opening up 
tradein foodgiiun.s is likely to rai’^e the domestic 
pricc.s. It i.s ol utmost importance to build an 
adeciuale safely net lorlhc p<xir by .strengthening 
implementation of the existing poverty 
alleviation programmes and public distnbution 
of foodgrains and other essential commodities 
by targeting them strictly to those who are 
genuinely needy*’. We arc already d'amiliar 
with the government policy ol introducing 
frequent hikes in issue prices of foodgrains. 
thereby narrowing down the pnee differential 
between (he open market and issue pnees of 
foodgrains, resulting in considerable decline 
m t'fi'take of toodgi'ains from government stock. 
We have m* policy for gainful utilisation of 
Slock of loodgrain.s and .stock of foreign 
exchange. 

The consequences of integrating Indian 
agriculture with the world market may not in 


reality be in the directions visualised by the 
authors. 

The wider and far-reaching implications of 
such an iulegration have not been considered 
by the authors, not because they do not know 
but because they wanted to present the seemlier 
side of the picture, being advocates of 
globalisation of Indian agriculture, 'fhe far- 
reaching and wide-ranging implications of such 
an integration have been elaborately discussed 
by Meera Nanda in her recent article. 
‘Transnational! sation of Third World State and 
Undoing of Green Revolution’ (EPW, January 
2S). 'Fhe papei discusses in dcp’th the impact« 
ol the current phase of internationalisation of 
agribusiness on the ability of third world states 
to fonnulatc .self .sustaining and pro-poor 
agncultural policies, since compared to the 
earlier policy of agncultural modernisation - 
the so-called green revolution, the current phase 
will not allow agricultural policie.s tii be guided 
by nationally determined pnonties. The author 
has rightly observed: “The new agiiculture 
serves to articulate local production relations 
in the ‘new agricultural countries’ to the world 
economy more closely than colonuil agriculiufe 
cvci could and thus causes even deeper 
disarticulation of agncuJlure from the needs 
and lives of local populations”. ITie new GATT 
regime lurihei buiiie.^ses this trend by 
interfering in the domestic policie.s of member 
coiintncs through dv lerminatiun of ceiling on 
dome.stiL support to agnculiuie, free market 
access to agncultiiifd impoits and recognition 
ol inlellettual property nght.s in seeds, ferliliser 
and in.seciicides The author prcsenl.s the empi¬ 
rical evidence of many developing countries 
ceding (he crucial policy areas of national 
de vel opme nl I o 1 nte nlal lonali .sed agn -i ndusi ry 
through contract fanning also heavily promoted 
by inulliJateral financial bodie.*^ including 
USAID and Briti.sh Commonwealth Develop¬ 
ment Corporallon.s. The lattei in conjunction 
with the World Bank has pioneered palm oil, 
cocoa and rubbei contracting actos.s A.sia. Africa 
and I jitin Amenca. Une such in.slancc ol contract 
IVirming is that ofthe Pepsi company in Punjab 

Meera Nanda has drawn out attention to the 
adveise effects ot such contract fanning in a 
number of developing counlnes In our own 
country, the government i.s encouraging prawn 
iarming on a large scale. The Hiiulu.stan Lever 
was already involved in prawn farming and 
other conipames are also setting up high 
technology proccs.sing plants, .some with 
technical collaboration and World Bank aid 
The so-caJlcd blue revolution will deprive the 
fisherfolkol e mployment, and policies of export 
orientation may aggravate the pioblem ot 
ecological degiad^Uion and marginalisation ol 
local fishermen. 

The strategy of integration proposed by Rao 
and Gulali would jeopardise the interests of 
Indian agriculture, particularly of the vast 
majonty ot rural population which is ill- 
cquippcd to participate tn the integration 
proces.s. In contrast to the green revolution 
penod. the .strategy of internallonaUsalion of 
agri-business would impede the ability of our 
country to formulate sclf-.sustaining and pro- 
poor policies, lire authors have presented one 
.side ofthe picture which is based on incorrect 
piemi.ses. 'fhe other side of the picture based 
on realities is presented by Meera Nanda. 
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Health Esqpenditure across States - Part 1 


HEALTH CARE like education, housing, 
old age security and other social provisions, 
has nowhere in the world been able to make 
an effective contribution without the active 
participation of the state. Even in the most 
advanced countries the role of the state has 
been extremely critical in assuring that health 
care becomes universally and more or less 
equitably available. Investment in health 
care is anecessary social investment without 
which the large mass of working classes 
cannot realise good health and contribute to 
the economy. 

In India, though the state has a large stake 
in the health sector, in vestmeiif has not been 
effectively utilised. Part of the reason is a 
maldistribution of investment and part, other 
factors such as the growth of private 
sector which makes for an unhealthy 
competition for manpower resources, etc. 
The unchecked growth of private health care 
and its absolutely unregulated functioning 
in India, unlike in mcfttother countries where 
a Urge private sector exists, has made 
profiting hom humanmisery a big business. 
The consequence of this is underdeveloped 
health services, public and private, and the 
poor health of the people in the country. 

Documentation on the health sector, like 
other social sectors is quite unsatisfactory. 
Thanks to state institutions there is some 
basicaccumulationof inlbimationon Ifaehealth 
sector, though mostly on the public health 
sector. Whereas scmie infonnation on private 
health iDsdtutiofis and humanpowerareavaila- 
ble due to a system of registration, even 
though incomplete and inadequate, infor¬ 
mation on investment and financing of the 
private health sectorisviftually non-existent, 
except for few small field research studies. 

The main clearing house for most 
information, including on the health sector 
is the Central Statistical Organisiion (CSO) 
which is supparted by the state statistical 
bureaus in collating and compiling 
information. Information is gathered from 
tltevariousdepartmenls, ministries and other 
public bodies of the central and state 
govemments, A time lag of two to three 
years is conskfei^ normal. Of course, some 
departments and some states are more 
ef&ient and hence in such cases their own 
data compendia are more up-to-date. Apart 
from this data is also generated through 
large-scale surveys, etc, by the National 
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Sample Survey Organisation (NSSO) and 
the Ifegistrar G^eral* s Office (ROO). While 
the fonner covers a very wide range of social 
and economic facts the latter is largely 
concerned with demographic and related 
parameters including the census operations. 
Both the NSSO and RGO have made 
invaluable contributions to the information 
systemin the countiy and the quality of their 
data is definitely much better tl^n the returns 
which public agencies file for the CSO to 
compile. However, even these agencies have 
not been able to overcome the time lag. 

For the health sector the clearing house 
at the national level is the Central Bureau 
of Healthlntelligence (CBHI) which too has 
state level health bureaus compiling and 
processing health information. The CBHI, 
for various reasons, is a veiy poor clone of 
the CSO. It brings out an annual publication 
called Health Information of India (earlier 
called HeaUh Statistics cf India) which is 
the main compendium on health sector data 
for the countiy. Despite computerisation, 
the quality of data has deteriorated over the 
years and the agencies which supply the data 
have become indifferent to the quality of 
information gathered. 

State health departments, health pro¬ 
gramme desks, state medical and other 
councils, medical colleges, hospitals, district 
health offices, etc, private bodies like 
registered practitioners, nursing homes and 
hospitals, laboratories and diagnostic centres 
and pharmaceutical companies do not 
comply even with the rudimentary 
requirements of filing the minimum returns. 
Given the above scenario the health services 
data are at best proximatq indicators. 
However, the datapertaming topublic sec^ 
health expenditures are veiy reliable and ill 
this is available in a singfle document, the 
ConAined Finance and Revenue Accounts 
published by the CompHoller and Auditor 
General of India. As yet diia are available 
only upto I9S5-ft6 in puUisbed form. For 
Che years after this we have relied on state 
budget documents. 

Public expenditures on heallh care and 
'selected health programmes/activities 
constitute the main focus d the present 
compilations. However, one cannot look at 
expc^tuiea m isolatton of dte services being 
pioricM and belies we have atooputtc^ethcr 
selected health infmtructure • 


Smuennm of Hbalth Camb SatvKas 

% 

Hie stnicture and patteni of health care 
deliveiy has been a continuum from the 
colonial pmiod. After independence no 
atteiiqghasbeenmadetoridialUyresttucti^ 
health care services in spite of the 
reconunendatioiis of the Bhore Committee 
Report fGovernment of India ]994].Onthe 
contrary, aspects contributing to inequality 
were strengthened; for instance, production 
of doctora for dm private sector, conoeiicratiaii 
of medical services disproportionateiy in the 
urban areas, financial subsidies by the state 
for setting up private practice and private 
hospitals, allowing a largenumber of doctors 
and nurses trained at the cost of public 
exchequer to migrate abroad. 

Though in India we have a significintly 
large public health sector, the larger private 
health sector, mostly for curative care, 
completely dwarfs the former's presence. 
Hieprivatesectorhas witnessedrapid growth 
since the mid-70s. and its presence is 
overwhelming in the areaof general practice. 
Numoous studies show that over SO per cent 
of such eve is provided by the private sector. 
With regard to hospital care available data 
shows aSO-SO share between the two sectors. 
Data culled out from various sources and 
presented in Tables A and B provide the 
necessary evidence in this respect. 

Apart from the public-private dichotomy 
which restricts access of the poor to health 
care services, there is an even more severe 
inequality thatof rural-urban distribotioa of 
healthcareservicea. Rural areas arenegkcied 
both by the public sector and the aUopadiic 
private health ecctor. For instance, in 1991 
of all hospitals and bedi in the coimCiy only 
32 per cent, and 20 per cent reapectively, 
were in the rural areas, i e, 0.57 hoqiitals 
and 203 beds per 1,00,000 population in 
niral areas as compared to333ho^itab and 
238 beds per 1,00,000 population in uihan 
tteas. 

To improve the acchsa of the rural 
population, the stale has been settmg up 
primary hesdthcentres (PliCs)iiiniral areas. 
During the Sixth and Seventt Plan period 
there waa a massive csxpansion of the PHC 
Infrastructure to reach the target trfoiie Flic 
per30,000luini popniadon. Exceptforsogre 
states, this target has been reali^ but this 
has not had fee isn|>ecl6d impact of 
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pfiliwsr teidlh care univmiUy and freely 
aviU^fe. Stodiesdoiie evendmittg the latter 
yean of the Seventh Plan and also more 
recently shows that PHCs are grossly 
nndem^ised primarily because they are 
inadequately provided (staff, medicine, 
equipment, transport, etc) and because the 
entire focus of the health programme through 
PHCs is incompleting family planning targets 
[ICMR 1991; Oupta JP et al 1992; Ghosh 
B 1991]. 

So what does the rural population do to 
meet its medical care requirements? Ihey 
either crowd the taluka or district hospitals 
cr even private practitioners and private 
hospitals in the cities when the situation 
demands, or more often they use locally 
available private practitioners who are mostly 
qualified in non-idlopathic systems orpersons 
running apractice without any qualification. 
The 1981 census, for instance, showed that 
as many as 59 per cent of qualified non* 
allopathic doctors worked in the rural areas, 
while only 27 per cent of allopathic doctors 
were woiidng in villages and that too mostly 
in government service. For the non-qualified 
practitioners, there is no national level data 
available. A study in UP by SRl-lMRB 
gives an estimate of about 1,87,000 rural 
private practitioners (in 1990) for the state, 
with onlyr half of these having formal 
qualifications in any sy.stein of medicine 
[Rhode J E, Viswanathan H 1994]. 

India is a large country with very marked 
intcr-regicmaldiffcrcnoeK - lingui.stic. ethnic, 
historical, geographical, economic and 
political. All these differences in tandem 
contribute to the development or 
underdevelopment of the health sector. It is 
evident from the tables (2 to 6) that there 
exists a closerelationship between the overall 
development of the state and its health 
infrastructure development. States with the 
better health infrastructure availability are 
also the economically better developed ones. 
The exception of Kerala is well known and 
does not need further discussion. Then north 
eastern states, other hill states, and smaller 
states show a better achievement in 
availability of health services because of the 
low population density in these states. 
Perhaps Goa is the only state amongst these 
that may be regarded as having a good level 
of healtli care development. 

Further, within the states the rural-urban 
gaps hold for all states. However, some 
states which have had a consistently high 
investment in the health sector, especially 
in rural areas have been able to reduce this 
gap. For instance, where bed:population 
ratios are concemed, the least urban-rural 
gap is in Kerala (tvfice), Punjab (thrice) 
among major states and Goa (four times), 
Manipur (twice) and Mizoram (five times) 
among the smaller states. The largest gap 
is in Bihar (76 times) J and K (73 times), 
Haiyana (40 times), Rajasthan (37 times), 
Himachal (SS times) and Meghalaya (US 


times). Also it is therefore ho ooincideoce 
that in the former group of slates the rural 
population enjoy a better status than in the 
latter group. 

Hbalth Care Expbnditurbs 

The presence of the private health sector 
is overwhelming. Therefore, it is natural that 
it accounts for a larger part of health care 
expendituie also. Unfortunately, at the macro 
level there is virtually no information on 
private health expenditures. In the recent 
years micro studies have provided a good 
deal of information on the private health 
sector, including expenditures. 

Various micro studies right from 1944 
onwards to the most recent show that the 
share of the private sector in health care 
expenditures has always been around 80 per 
cent of total health expenditure. The 1944 
study by R B Lai quoted *by the Shore 
Committee report showed private health 
expenditure to be Rs 2.50 per capita a.s 


against a state health expenditure of Rsf ^^36 
per capita. Similar studies in various states 
by S C Seal in the 50s showed private health 
expenditure to be between 83 and 88 percent 
of total health expenditufe. In studies dmie 
in 60s and 70s also an average share of die 
private health sector was above 80 per cent 
[Dugpl R 1991 ]. Recent studies also show 
a similar pattern. This clearly indicates that 
the financial burden borne by households is 
substantial and given the overall poor 
purchasing capacity .such a heavy private 
burden becomes^ questionable. Because when 
illness strikes it necessarily eats into food 
consumption and c^her necessities, and worse 
still, the capacity locam if the patient happens 
to be an earner. 

As stated at the outset the main focus of 
the present compilation is public health 
expenditures in the country and the states.' 
Public health care service, in India even 
though grossly inadequate are large in 
numbers and are involved in providing a 
wide airay of .services, unlike the private 


Tabi e A: Rek>rtbo Utiii.sation of Heai th Care Fa<-ii ities in Sei EtThD Imkirtant Studies 

i Percentages i 


Study Source 

Area Public PHC/ Private 

Hospital Public Ho.<;pi(a] 

Disp 

ot Care 

Pracli- Drug 
tioner Store 

Tradi¬ 

tional 

Sell Other 
('are 

Total 

NSS-1986-87 








(All India) 








(OPD cases) Rural 

17.7 

7.9 16 2 


53.0 


5.2 

100 

Urban 

22.6 

4.6 18.1 


51.8 - 

- 

2.9 

100 

(Inpatients) Rural 

55.4 

4.3 38.6 


- 

- 

1.7 

100 

Urban 

59.5 

0.8 38..5 


- 

- 

1.2 

100 

NCAER-1990 








(All India) Rural 

28.0 

9.9 

(44.4) 

10.8 

- 

6.9 

100 

Urban 

31.2 

7.9 

(44.8) 

13.6 

- 

2.5 

100 

KSSP-1987 







• 

(Keiala) Rural 

(23.0) 


(53.0) 

- 

- 

12.0 12.0 

100 

FRCH-1984 








(Maharashtra 








4 dislncts) Rural 

(3.^ 1) 


(58.4) 

- 

1,6 

6.9 

100 

FRCH- 1087 








(Jalgaon Distncl) 








Rural 

(11.1) 


(84.6) 

- 

1.7 

26 

100 

Urban 

(16.9) 


(77.5) 

- 

3.7 

1.9 

100 

FRCH-1000 








(Madhya Pradesh 2 dist) 







Rural 

2.8 

14.8 

(73.9) 

1.3 

1.0 

6.2 

100 

Uiban 

14.8 

0.3 

ai.9) 

3.2 

0.8 

9.4 

100 

Sources: 1 NSSO. 

1989; 2 NCAER, 1992; 

3 Kanan. Tbankappan et al 1901; 4 Duggal R 

S Amin, 1989; 5 George A et al, 1993. 





Figures in parentheses are combined percentages of the columns on cither .side. 


Table B: Profile Public and Private Sectors (Percentage Distribihion) 


Hospitals 

Dispensanes 

Hosp Beds 

Allopaths 

Pub 

Pvt 

Pub 

Pvt 

Pub 

I>vt 

Pub 

Pvt 

1964 • 



« 

* 

« 

39.6 

60.4 

1974 81.4 

18.6 

« 

* 

78.5 

21.5 

« 

* 

1981 56.2 

43.8 

86.2 

13.8 

71.6 

28,4 

29.4 

70.6 

1986 54.7 

45.3 

« 

• 

73.9 

26.1 

26.6 

73.4 

1988 44.1 

55.9 

50.6 

49.4 

70.1 

29.9 

* 

* 

1991 42.6 

57.4 

40.4 

59.6 

67.8 

32.2 

* 



Note: * Not Available. 

Source: Health Infom/mtion of Mia, respective years. 
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sector providtt^ otdy curativis and 
diagaoBtic servioeB. 

The ministries of health and related bodies 
provide curative services (mostly, in urban 
areas), health uisurance programmes for 
specified organised sector employees and 
government employees, run national control 
and eradication programmes for diseases 
like leprosy, tuberculosis, AIDS, malaria, 
blindness, guineaworm. goiter, etc, run 
institutions to provide education for doctors, 
nurses and paramedics and for the conduct 
of medical and related research, run a primaiy 
health care programme in rural areas and a 
massive family {banning programme right 
across the length and breadth of the country. 
Forrunning this there is a large bureaucracy 
and ahuge army of line workers. For instance, 
as of March 1^1 in the rural areas the state 
was employing 3,11.455 line workers 
(doctors, nurses, pharmacists, paramedics) 
and2,93.400support staff (clerks, wardboys. 
drivers, surveyors, etc). It may he noted that 
these were 39 pei cent less than the stated 
requirement for the existing health 
infrastructure in place. The bureaucracy too 
is huge. The Centra) Ministry of Health 
employs over 30.000 persons. The figures 
for the states is not available but it must be 
a whopping amount considering the fact that 
health services are a state-subject. To f inance 
this apparently massive infrastructure the 
central and state governments arc today 
spending Rs 7,867 crore of which the share 
of states is 91 per cent (including central 
grants). This amount works out to Rs 85 per 
capita and is only 2.63 of total government 
expenditure and barely 1 per cent of GDP. 

For the purpose of analysis, health 
expenditure refers mainly to expenditure 
incurred by the ministries of health and 
family welfare. Hence, it excludes water 
supply and sanitation (which falls under the 
purview of rural and urban development 
ministry) though classicaUy ii has always 
been clubbed under health Health includes 
curative care or medical care (hospitals and 
dispensaries), preventive and promotivc 
programmes, medical education, family 
planning. Employee State Insurance Scheme 
(ESIS), Central OovemmentHealth Services 
(COHS), etc. The data provided with regard 
to hospitals refers to both public and private 
sector, and expenditure on hospitals and 
dispensaries refers to only the public sector. 
In India* hospitals gets defined as any 
institution that provides indoor care. The 
. people who compile data do not have a clear- 
cut definition, e g, two-bedded institutions 
can either be a dispensary or a hospital. A 
lafge number of dispensaries also provide 
indoor care, eg, giving adrip when needed. 
Demarcation between the two is not very 
clear. A smaller institution with 10 to 15 
beds is defined as a nursing home, e.speciaUy 
in the private sector. We have reasons to 
believe that the number of private hospitals 
is much larger (Nandraj S 1994J. Public 


hofppiuis madnly consist of nua! hospitals, 
cottage hospitals, civil hospitals, teaching 
hospitals, non-teaching hospitals, special 
hospitals (maternity, mental, TB, leprosy. 
Widi regard to diseases control, national 
progratimies were setup. Theseare preventive 
and promotivc in nature designed to tackle 


panicolio' disease, i e, cottjuetiuitieabie 
diseases, jcxmtagionsdiseases,eU).Tli^ 
around IS national diseases programmes 
functioning in the country. These ate for 
diseases and illnesses lik|eTB,malaria,filaria, 
leprosy, diaitboea, blindness, STD, mental 
hi^th, AIDS, cancer, etc. 


Table C: Rusal-Urban Disparjtiijs in Health Care Spendinci and Paouties 


UiImui Health Rural Health Uihan/ Uihan/ Uibaa/ 

Services#_Services Rural Rural Riual 



Rupees 
Per Capita 

Percent 

ofToial 

Health 

Rupees 
Per Capita 

Percent 
of Total 
Health 

Disparity 
(Tunes) in 
Spending 

Dispaniy OuparHy 
(Tunes) in CTimes) tn 
Availability Availability 
of Beds of Doctors 
1990* 

Punjab 








1990-91 

124 

50 

38 

36 

3 

3 

3 

1991-92 

147 

50 

47 

38 

3 



1992-93 

149 

52 

44 

36 

3 



Kenda 








1990-91 

171 

70 

16 

20 

11 

2 

3 

1991-92 

169 

68 

20 

22 

8 



1992-93 

195 

68 

23 

22 

8 



Tamil Nadu 








1990-91 

109 

65 

14 

17 

7 

20 

n 

1991-92 

120 

66 

15 

16 

8 



1992-93 

128 

66 

15 

15 

8 



West Bengal 








1990-91 

142 

68 

13 

17 

11 

15 

6 

1991-92 

133 

67 

13 

18 

10 



1992-93 

142 

67 

14 

17 

10 



Maharashtra 








1900-91 

76 

55 

10 

22 

4 

15 

5 

1991-02 

77 

53 

23 

25 

3 



1902-93 

75 

52 

26 

28 




Gujarat 








1990-91 

84 

50 

15 

21 

6 

16 

6 

1001-92 

01 

60 

16 

10 

6 



10«J2-03 

06 

60 

16 

10 

6 



Andhra Pradesh 








1090-01 

02 

59 

0 

16 

10 

23 

n 

1991-92 

06 

60 

0 

16 

11 



1992-93 

106 

50 

10 

15 

11 



Madhya Pradesh 








1990-91 

68 

51 

\i 

31 

6 

36 

18 

1991-02 

75 

53 

12 

27 

6 



1‘>92-93 

70 

53 

13 

28 

6 




Notes: * Rstimatcd on the basis of Census of India 19S1: Economic Tables. 

# includes Medical Education and Employees State Insurance Scheme (HSIS) 

.Vourc«r.r: (1) Detailed Demand lor Grants 1992-93, respective states; 1990-91 Actiuds. 1991-92 
Revised Estimate. 1992-9'^ Budget Estimates. 

(2) Health Infomation of India. CBMI, GOl, 1991. 


Table I): Ram.i s (1992-9^) and Means 

( l9^>0-9^) OP Exi'enditures ok Salaries and Materials and Sum ies op Seletted Pkociramme.s 

IN 8 States (Phrcentaoes) 



Salanes 


Materials and Supplies 

Range 

Mean 

Range 

Mean 

1 Malaria 

(MP) 65-95 (KE) 

79 

(KE) 0.5-30 (MP) 

14 

2 Leprosy 

(MH) 76-89 (TN) 

83 

(TN)4-10(KE) 

6 

3 l\d>ercu]osis 

(MH) 25-94 (MP) 

55 

(MP) 0.7-73 (KE) 

40 

4 Urban Hospitals 

(GJ) 63-77 (AP) 

66 

(AR) 19-31 (TN) 

24 

5 Teaching Hospitals 

(TN) 48-66 (AP) ' 

58 

(AP) 13-50 (TN) 

25 

6 Rural Hospitals and DtSpennaries 

(KB) 64-88 (PJ) 

73 

(OJ)2-34(KE) 

15 

7 PHO 

(AP) 74-89 (KE) 

83 

(WB)6-17(AP) 

10 


Nme: Ihe abbreviations in paiuntheses are names of stales with the miaimuin and maximum range 

values. 

Shutree: Same as Table C. 
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1%cdatttpruKisoU»l Mforihefftatei^ai^Uiey 
cxhkx UKlay. Tlic unkm territories have been 
combined together and shown under union 
government, i c. the latter includes 
expenditures by the union territories and the 
central government. It is well known that 
the states that exist today are different from 
those in the 50s and 60s. As far as possible 
we have tried to m<n*gc territories that belong 
to the present-day states.^ 

As is evident from the lieaith expenditure 
tables (7 and 8) the investment by the public 
sector for hcaltli care has been inadequate 
to meet the demands of the people. Tlie state 
has, over the years, committed not more than 
3.5 per cent of its resources to the health 
.sector. In fact, during the 70s itself a 
declining trend is perceptible and this has 
become more marked during the 90s. The 
budgeted expenditure for 1994-95 at 2.63 
per cent of total government expenditure 
is the lowe.st ever. Thus, the tables clearly 
reveal that the investment by the state in 
the health .sector is veiy small lK>lh in the 
overall economy as well as within the public 
domain. 

The most persistent declining trend has 
been on expenditure for hospitals and 
dispensaries, especially since the 80s. This 
decline may be seen in the cimtext of the 
massive expansion ol private lu)spitals since 
the late 70s. llic expenditures on disease 
programmes and medical education liave 
been less affected. Kanuly planning 
expenditure ha.s gix>wii rapidly up ii» 1991-92 
and since then slowed down. Similarly the 
maternal undchild health (MCH) programme 
reached a peak during 1991-94 while the 
mission approach was active ((^ meet lurgct.N 
for immunisation, but the current year's 
budget has drastically cut funds for this 
programme. 

Further, when wc calculate per capita 
growth rales of healtJi expenditure, we f ind 
that except for a lew earlier years the total 
government expenditure has been 
signilicantly more than on health, and 
e.spcciully so in the 90s. Tlius. health care 
expenditure has not kept pace with increase 
in govcrnmcnrcxiwndiiurc. With regard to 
public health expenditum's share in nal ionai 
income it peaked in the inid-KOs to 1.3 per 
cent of per capita NNP and since then has 
declined to 0.95 percent. Under structural 
adjustment there has been further 
compression in government spending in an 
effort to bring down the fiscal deficit to the 
desired level. This compression has an 
adverse impact on the .social sectors, more 
specifically tlic central liculth sector. Analysis 
of data by National Institute of Public Finance 
and Policy gives evidence fi>r this 
compression which has taken place over the 
Iasi decade. It shows the state’s share in 
health spending has increased from 71.6 
per cent in 1974-82 to 85.7 per cent in 
1992-93 and Uiat o( the grants from cciilre 


dechned drastically from 19.9 per cchi In 
1974-82 u> 3.3 percent in 1 992-93. Further, 
the breakdown of central assistance to stales 
reveals that central programmes or centrally 
sponsored programmes arc the most severely 
affected. Tlie share i>f central grants for 
public health declined from 27.92 per cent 
in 1984-85 to 17.17 (xcrcent in J 992-93 and 
for diseases programme from 41.47 per cent 
in 1984-85 to 18..50 per cent in 1992-93 
INIPFP 19931. 

Further, us seen in the preceding section 
the rural-urban gap is wide. While the 
infrastructure availability in rural and urban 
areas should suffice to tell the sUiry ul)oul 
where the state's investment in the health 
.sector goes. It is worthwhile looking 
separately at the expenditure labelled as 
rural and urban in the public expenditure 
data. 

Culling rural-urban expenditure data 
separately is a project in itself but we have 
done thi.s exercise lor the most recent years 
but only for a few states in (he tables C and 
D. Tlie expenditure data in the abiwc tables 
refer to hiispilals anddi.spensarics. including 
medical education and insurance in urban 
arcus and rural ht)spital.s, dispensaries and 
PHCs in ruial uicus (it may be noted that 
these cxtxeiuiiturcs arc between 74 per cent 
and 90 \h:y cent ol all health expendiluie in 
these states) 

Table C xhows that the volume of 
spending on health services in the rural 
aiCLtN has a direct relationship with 
availability ot'heulth care facilities. While 
Punjab is the peiicct representatUm of this 
rclalionsbip. Kerala appears to contradict 
it. However. Kerala's high disparity in 
.spending beiween urban and rural areas is 
with relatively high spending in both urban 
and rural areas. 

Anothrrdinicnsioni)lrural urbundisparity 
in investment is the additional investment 
in health care in urban aicas by municipal 
bodies. Most municipal bodies spend 
liclwcen tuie-lourlli and one-third ol Ihcir 
budget on health f>rogrammes whereas rural 
hval lx)dics do not spend anything significant 
on this account |NIUA 1983. 1989]. 

We have already seen that medical cure 
(ho.spitals and dispensaries) constitute Uie 
sing Ic largest category of health caiv speiKling 
(mostly in urban ureas) by the state and as 
a programme it is a down trend. Family 
planning is the next large calcgoiy of 
cxpendituic which is mostly spent in Uie 
rural uicas Tlie other two large categories 
of spending arc nali(Hiul disca.se control 
progrumme.s and medical education. While 
the former investment has helpcil in assuring 
that provisi« >n of select ivc preventive health 
care slays on the national agenda, the latter 
has mostly helped in providing the necessary 
human power for tlie private health sector 
and liencc has been more ol a drain on the 
public exchei|Ucr. 


Finally, what happens to the funds it the 
disposal of the public health sector in terms 
of input compositions, i e. salaries of staff, 
commodity purchases, etc. Again, since 
compilation nf this was not possible for all 
slates on a time senes basts we did this 
exercise for the same eight stales as in the 
earlier (able. The results arc given in 
Table 0. 

Fnmi this table we find thaigcncnil salaries 
lake away an exceptionally large pnxportion 
of cx|Knditureon all activities and the intcr'^ 
state variations lor salaries at least is very 
small. PHCs and disease pnigrammes 
especially have very high proportions for 
salaries hence these programmes are hound 
to have little eficct since the other necessary 
provisions arc grossly inadequate. Hence 
allocative efficiency bcct>me.s a major 
question of concern. 

Notes 

I We thank S I. Shelly, and Padma l^mkash lor 
their cMii'ouragenient. guidance and support in 
prepanilion of thi.s' pa|>er imkI lor giving un .m 
oppi>rtunity for working with (hem. We are also 
graletul tt> the Oivision of Fist‘al Anaty.*«is, 
Department ol Ixonoinic Analysis and lAihcy. 
Reserve Bank ol India. Bmiibay for giving us 
acees.s to llieir library.J 

1 Data up to lUKI in this paper are derived 
from an earlier puhli.shed analytic 
eoiiipendium filled State Svrtot Heatth 
Expetuhtines: A Database • Ali hutia and the 
.S7u;e.v(l)uggal R, .\andraiS. Sluiiy.S 1W2) 
on stal e liealth expenditure up to 1085 through 
the Foundation Joi Research in Community 
Health, Bombay. Data lor the later years 
have been compiled by the authors a.s part 
ol the ongoing work ai (heC'enirefor Biiquiry 
into Uealth and Allied 1'hemes (('FJIAT). 
Bombay. 

2 Union Ciovemiiietit: 105.^ to 105ft data for 
Dellii has been merged. Andhra Prade.sh: 
Accounts .shown .separately troiii 1054.19.^6 
data I or Hyderabad ha.s been merged. (lUjarat: 
Between 1051-I060 data was given lor the 
then existing Bombav si.ite. We have 
included this data under Mahara.sira. Ileiu e. 
this periiKl data includes the present-du> 
(Hifarat. Haryana: Accounts.simwii separately 
tfXHii 1067. Jammu and Ku.stimir: .Accounl.s 
.shownseparately Iroiii iOftO. Karnataka: 1051 
and 1056 data lor ('iH>rg has hi?eii merged. 
Up to 1072 It was named My.sore. Kerala: 
1952 to 1056 data is tor Stale ol 'I’ravancoiv 
and Cochin. Madhya Pradesh Vimlhya 
Pradesh, Madhya Bharat. Bhopal liave been 
merged. Maharashtra: 1051 lo I05ftdaia(s 
for Bombay .state which includes (fuiiuai. 
I^injab: 1051 to 1056 PBPSU has been 
merged. Rajashthan: 1052 to 1056 Ajiiiei 
has been merged. Tamil Nadu: Up in 1068 
It was named Madnis. Arunaelial Prade.sh: 
Accountsshowi) .separately from 1076. <loa. 
Daman and Diu: Acctuiiits shown scptiraiely 
Irom 1064. Mizoram: Accounts shown 
.separately (mm I07U hindicherry: Accouni.s 
shown separately fmiu 1064. Himachal 
Prade.sh: Beiween 1058 and 106*^ it wu.'f 
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under uniofi £OVeriitiuun< iidiiiiaintrfdkm. 
Manipur; Accounts jthovn aepamteYy from 
1964. Meghalaya: Accouata ahown 
sepaiaiely from 1971. Nagaland: Accounts 
shown separately from 1964. Sikkim ; 
Accounts shown separately from 1976. 
Tripura; Accounts shown separately from 
•• 1964. 
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•; Not Avafl^le 

No^s: Rural-l'tban not available loi the >k'ar 1971 and 1976^ 

Sources: Health Injfumuuim *tf huha, ('Bill. MOlllAV. (JtH. ir'iwti\v’ y< 
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.\f*te\: Rural-I ihan breakup utU available tiir year> 1971 -76. 

♦ NtH di^iicahle 

StHin e*\: Ntalth Infonnutmn of India. ('BUI M< )HI‘^V. C tC )l. lospective >ears. 






TaMe 5: Prliiiaiy Health Centra and Sid» CflBtres: AD lBdi« 

Number per 1,00,000 population 


Year 

JS61_ , 

_1966 

1971 1976 

1981 1986 1988 


1991 


PHCa SCa 

PHCs SCs PHCs 

SCs PHCs 

SCs 

PHCs 

SCs PHCs 

SCs PHCs 

SCs 

PHCfl. SC* 

Major States 












Andhra Pradesh 

.65 

1.20 

1.19 

3.55 1.09 

8.14 

1.02 

10.40 2.23 

15.55 2.77 

17.05 

2.64 

16.26 

Assam 

.63 

.15 

.78 

2.86 .94 

3.01 

.82 

4.47 1.73 

13.92 2.27 

18.94 

2.23 

25.78 

Bihar 

.84 

1.26 

1.16 

6.95 1.05 

7.64 

.96 

9.49 1.76 

14.09 2.20 

14.75 

3.33 

19.74 

Gujaiai 

.97 

1,63 

1.31 

8.07 1.18 

9.00 

1,07 

10.65 1.70 

23.79 2.57 

24.53 

3.24 

26.41 

liaiyana 



1.08 

8.02 .97 

8.09 

.88 

10 30 2.22 

17.77 2.62 

18.81 

3.22 

18.73 

Jaintnn and Kaahnur 

1.11 

1.58 

2,00 

6.70 1.89 

6.55 

1.82 

8.02 2.58 

10.50 4.57 

25.57 

4.78 

26.87 

Karnataka 

.96 

2.17 

1.19 

8.89 1.10 

9.61 

1.14 

12.20 1.75 

18.00 2.13 

19.31 

3.66 

25.17 

Kerala 

..58 

1.00 

.91 

8.93 .85 

9.27 

.80 

8.75 2.08 

15.72 2.77 

18.31 

4.27 

23.85 

Madhya Pradesh 

.74 

1.27 

1.28 

6.88 1.20 

7.99 

1.14 

12.81 2.00 

15.90 2.15 

18.56 

2.33 

23.45 

Mahanishini 

.78 

1.36 

1.12 

8.01 1.04 

8.60 

1.06 

9.98 3.02 

20.02 3.34 

20.08 

3.41 

19.41 

Onsaa 

.68 

1.38 

1.56 

7.71 1.45 

9.40 

1.35 

8,76 2.62 

17.12 3.03 

20.29 

3.75 

19.89 

Punjab 

1.76 

2.50 

1,23 

lATJ 1.14 

7.70 

1.06 

17.34 13.57 

20.53 13.67 

20.28 

14.35 

20.11 

Rajasthan 

.85 

1.21 

1.09 

4.78 .96 

6.73 

.86 

6.89 1.93 

15.74 1.85 

15.07 

3.91 

23.92 

Tamil Nadu 

,49 

.96 

1,74 

13.90 1.41 

10.63 

1.18 

10.47 2.15 

20.85 2.37 

23.19 

1.17 

23.71 

Uttar Pradesh 

.80 

1.25 

1.07 

4..50 1.05 

8.39 

1.01 

9.09 1.91 

16.85 2.3.5 

19.15 

3.27 

18.09 

West Bengal 

.6'^ 

.72 

.71 

3.99 .86 

4.34 

.86 

6.95 2.83 

17.13 3.03 

16.90 

3.13 

15.95 

Othet States 










• 


Arunaclud Pradesh 

* 


16.66 

♦ 15.18 

• 

7.62 

12.53 *.97 

9.82 2.98 

19.87 

4.25 

22.96 

Goa, Daman and Diu 


3.29 

2,38 

8.08 2.20 

8.79 

2.04 

13.20 1.97 

24.58 2.70 

22.05 

3.48 

21.04 

Mtzurain 


m 

« 

* 1.20 

.90 

3.76 

35.49 13.49 

50.19 8.65 

53.78 

0.48 

.59.59 

Pondi cherry 

.71 

4.34 

4.02 

10.97 4.27 

11.75 

4.16 

15.26 14.17 

25,24 6.22 

25.21 

8.27 

26.20 

lliinacha] Pradesh 

1.21 

1.40 

2.33 

8.11 2.15 

8.53 

1.95 

16.46 3.90 

22.43 .59 

25.33 

4.31 

.32.19 

Manipur 

.84 

1.46 

1.50 

4.72 1.01 

5.46 

2.77 

13.87 3.80 

28.99 4.12 

32.38 

5.15 

31.80 

Meglialaya 

* 

« 

1.04 

2.89 1.43 

6.53 

2.10 

8.86 4.12 

23.75 4.21 

22.77 

5.52 

2.3.89 

Nagaland 

.29 


1.94 

5.38 s 1.96 

7.68 

2.60 

10.39 6.38 

23.61 3.00 

22.33 

3.28 

19.99 

Sikkim 


♦ 

* 

• 2.20 

9.66 

5.65 

11.31 6.31 

29.35 5.92 

37.33 

5.97 

.37.18 

Tnpura 

.96 

1.81 

1.65 

2.15 1.68 

4.84 

1.53 

7.33 3.85 

12.95 2.25 

16.77 

2.11 

21.28 

All India 

.75 

1.27 

1.17 

6.3<» 1.11 

7.87 

1.06 

9.74 2.45 

17.18 2.81 

18.77 

3.55 

20.90 

Note: Only rural population taken. 











* Not available, sub-amt 1961, 1966 not applicable. 









Sources: Health Injonnatirm of India. ('BHI. MOHFW, CJOI. respective years. 











Table 6: 

Doctors and Nurses: All India 








Number per 1,0().00() population 






Year 


1961 


1971 


1981 


1991 



Doctors 

Nurses 

Doctors 

Nurse.s 

Doctors 

Nurses 

Doctars 


Nurses 

Major States 


•¥ 










Andhra Pradesh 



8.97 

22 18 

16.66 

43.05 

20.32 

49.67 


23.34 

Assam 



8.97 

32.05 

11.04 

36.35 

13.00 

47.08 


10.18 

Bihar 



2.83 

18.54 


6.52 

26.22 

11.09 

30.55 


10.29 

Gujarat 



• 

26.23 


9.54 

42.99 

14.45 

52.98 


59.00 

Haryana 




* 


* 

* 

13.97 

* 


20.73 

Jammu and Kashnur 




16.22 


♦ 

44.53 

* 

55.80 


* 

Karnataka 



* 

26.4^ 


6.29 

51.05 

13.94 

98.58 


52.21 

Kerala 



.33 

27 .(W 

19.43 

45.95 

37.48 

56.72 


78.41 

Madhya Pradesh 



5.54 

11.53 


9.55 

8.07 

15.50 

16.92 


88.00 

Maharashtra 



23.02 

45.28 

.^9.10 

65.43 

54.03 

62.72 


48.64 

Onssa 



2.87 

19.70 


7.49 

30.67 

11.26 

35.19 


50.23 

Pui^ 



28.42 

91.20 

64.67 

127.88 

94.56 

134.51 


116.25 

Rajasthan 



* 

12.95 

11.01 

25.43 

15.33 

32.01 


22.38 

Tamil Nadu 



23.43 

45.46 

34.34 

65.69 

51.75 

81.94 


60.49 

Uttar Pradesh 



3.66 

14.59 


3.86 

21..54 

6.78 

23.91 


9.24 

West Bengal 



13.89 

58.02 

11.38 

60.15 

16.23 

61.38 


25.26 

Other States 












Arunachal Pradesh 




• 


* 

* 

♦ 



1* 

Goa, Daman and Diu 



* 

* 


* 

* 

« 



* 

Mizoram 






* 

♦ 

* 



* 

Pondicheiy 

Himachal Pradesh 



* 

« 

* 


• 

• 


4.44 



* 

29.82 

Manipur 



* 

« 



* 

>¥ 



* 

Meghalaya 



• 

4> 




* 




Nagaland 



• 



« 

* 

* 



* 

Sikkim 




* 


« 

* 




* 

Tripura 



* 

* 


♦ 


* 



* 

AU India 



8.10 

27.57 

14.71 

39.22 

21.95 

47.19 


36.88 


Noie: Only rural population taken. 
* Not available 


JSources: Htalfh Itformaiion cfMia^ CBHI, MOHPW. GO], lespecUve years. 
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Economic and PoUticnl Wectiiy April 1$, 1995 














TaUe 7t B]q»eiiditure Mt Heidlli: AH India 


Year 

195(}-S1 

1955-56 

1960^1 

1965-66 

1970-71 

1975-76 

1080-81 

1985-86 

1991-92 

1992-93 

1993-94 1994-95 
RE BE 





A: Amottnl in Rupees MIBioii 





Revenue expenditure 

health 

218.55 

509.83 

1076.82 

1685.90 

3351.18 

6111.66 

11888.12 

27153.91 

52010.57 

62039.06 

71825.18 78666.34 

Dtaeaae pcofinrame 

23.73 

89.49 

280.51 

263.40 

456.86 

K24.05 

1540.33 

3174.14 

5505,76 

6722.49 

7479.62 7477.53 

Hoepitalaand 

dMpenaaries 

96.15 

193.87 

427.92 

654.07 

1249.‘;v 

2768.22 

5147.53 

10270.37 

13926.80 

17161.34 

19724.31 20255.54 

Medical education 

training research 

10.91 

12.73 

60.31 

126.19 

239.60 

534.05 

1077 90 

2353.92 

5299.40 

6818.85 

7845.8.< 6046.26 

Family welfare* 

— 



— 

— 

787.70 

1419.47 

4871.83 

10085.36 

10264.17 

12122.46 13586.78 

Maternal and child 

health wservioes* 

— 

— 

— 

— 

— 

23.66 

60.38 

136.14 

1056.21 

1117.25 

1397,52 599.35 

Health administration 
CAP revenue 

30.62 

51.78 

119.65 

266.14 

671.90 

330.19 

583.99 

1285.00 

2335.95 

2771.20 

.3228.89 3307.04 

expenditure health* — 

Total government revenue 

— 

— 

— 

— 

673.23 

969.(K) 

2507.22 

4385.05 

2604.59 

3358.05 3507.89 

expenditure 

8136.0<) 

11703.81 21001.18 

51385 76 

87.369.73 

174933.0 

361277 7 

825301.3 

1670133 

2287180 

2652342 2987083 


B: Fcri:i‘iitaKc DijdrilMif imi 

Revenue expenditure 


health 

100.00 

100.00 

100.00 

lOO.(K) 

MKl.OO 

KM) Ofl 

100.00 

100.00 

lOO.(X) 

100.00 

100.00 

100.00 

Disease pregiamme 
Hospitals and 

10.86 

17..55 

26.05 

15.62 

13.6^ 

13.50 

12.96 

11.69 

10.59 

10.84 

10.41 

9.51 

dispensaries 

Medical education 

43.99 

38.03 

39.74 

38.80 

37.29 

45.29 

43 30 

37.82 

26.78 

27.66 

27.46 

25.75 

training research 

4.99 

2.50 

5.60 

. 7.49 

7.15 

8.74 

9.07 

8.67 

10.19 

10.99 

10.92 

7.69 

Family welfare* 
Maternal and child 

— 

— 

— 

— 

— 

12.89 

11 94 

17.94 

19.39 

16..54 

16.88 

17.27 

health services* 

— 

— 

— 

— 

— 

0.39 

0.51 

0.50 

2.03 

1.80 

1.95 

0.76 

Health administration 
Revenue expenditure 

14.01 

10.16 

11.11 

15.79 

20.05 

5.40 

4.91 

4.73 

4.49 

4.47 

4.50 

4.20 

health ^ 

2.69 

4.36 

5.13 

3.28 V84 3.49 3.29 

C: Expeiidltun* Pit ('apila in Knpet s 

3.29 

3.11 

2.71 

2.71 

2.63 

Disease programme 
Hospitals and 

0.07 

0.22 

D.M 

0.53 

0.8^ 

1 M 

1.2^ 

4.15 

6.37 

7.60 

8.27 

8.09 

dispensanes 

Revenue expenditure 

0.27 

0,48 

0.97 

1.-32 

2.28 

4.49 

7.51 

13.4.3 

16.10 

• 

19.41 

21.82 

21.91 

health 

0.61 

1.27 

2.45 

3.41 

6.11 

9.91 

17.35 

35..52 

60.13 

70.15 

79.44 

85.10 


Notes'. RE = Revised E<«tin\ate; BE = Budget Estiimite; CAP = C^^piiul. For the year 1904-95. disease pnigramme, hospitals and dispensanes. medical 
education and research, family welfare, MCH. health administration excludes central goveniment expenditure ils it was not available. 

* (i) Family welfare and MCH from 1950-51 to 1970-7 i included in medical and public health account heads, (ii) Cap revenue expenditure health 
are shown seperately only from the 70s prior to which it was under tlie ministry ot works. 

Source: Up to 1985-86 is combined finance and revenue accounts ('omptmller and Auditor Cieneral of India, respective years. Other years - demand for 
grants, respective states. 


Table 8: Revenue Expenditure on Health: Union (;overnnient and States 


Year 1950-51 1955-56 1960-61 1965-66 1970-71 1975-76 l')80-81 1985-86 1991-92 1992-93 1993-94 1994-95 

RE BE 

A: Amount In Riqwes MHUon 


Major States 


Union Government 

19.97 

70.33 

267.80 

151.87 

284.35 

529.27 

1022.18 

2.561.51 

3838.14 

5590.30 

6938.80 

7390.10 

Andhra Pradesh 

— 

39.83 

75,57 

124.99 

259.39 

398.02 

876.22 

1837.60 

3752.55 

4221.63 

4648.96 

5043.53 

Assam 

6.29 

15.29 

30.42 

58.57 

74.93 

127.58 

232.60 

647.08 

1123,45 

1364.43 

1432.41 

1883.92 

Bihar 

16.47 

56.61 

65.27 

88.30 

162.53 

250.08 

544.11 

1235.89 

2713.31 

3856.38 

4570.34 

5574.54 

Gujarat 

— 

— 

31.88 

84.41 

213.87 

341.69 

641.99 

1480.69 

2837.20 

2976.32 

3343.67 

3593,73 

Haryana 

— 

— 

— 

— 

75.58 

127.82 

238.17 

597.82 

952.41 

1084.23 

1271.64 

1396.29 

Jammu and iCashmir 

— 

— 

10.40 

20.05 

46.29 

71.77 

196.74 

420.23 

969.72 

1223.60 

1363.10 

1323.40 

Knffififltiikft 

0.46 

16.21 

46.36 

71.40 

159.53 

377.85 

603.49 

1385.49 

2953.10 

3602.05 

4237.73 

5077.72 

Ketala 

— 

16.67 

44.49 

85.18 

150.11 

337.75 

570.92 

11.33-07 

2226.61 

2301.31 

3151.60 

3759.77 

Madhya Pradesh 

7.01 

49.56 

55.62 

108.94 

197.04 

309.91 

687.85 

1500.99 

2745.41 

3371.80 

4165.00 

4609.97 

Maharashtra 

44.59 

67.30 

90.68 

1.57.41 

385.33 

637.36 

1252.05 

2694.69 

5273.76 

6158.17 

6877.81 

6803.92 

Orissa 

6.97 

11.31 

25.90 

69.26 

107.59 

196.97 

408.74 

739.01 

1565.99 

1715,06 

2242.48 

2208.12 

Punjab 

7.83 

21.36 

42.11 

83.07 

98.31 

195.65 

^87.11 

842.18 

1811.89 

1979.53 

2201.98 

2312.75 

Riyasihao 

p— 

28.16 

44.98 

92.80 

212.21 

296.14 

569.01 

1225.32 

2795.12 

3319.08 

3715.71 

4556.96 

Tamil Nadu 

41.89 

43.79 

83.12 

139.48 

278.50 

511,54 

882.32 

1885.52 

3790.05 

4894.22 

5582.60 

5982.37 

Uttar Pradrah 

30.02 

42.32 

74,01 

156.18 

281.12 

548.21 

1116.18 

3712.27 

6242.31 

7378.80 

7529.23 

8003.05 

West Bengal 

Other States 

37.17 

52.03 

88.18 

147.52 

266.91 

595.02 

1096.08 

2015.23 

3894.12 

4278,69 

5033.53 

5397.64 

Aninachal Pradesh t 


— 

— 

— 

— 

18.41 

42.07 

82.91 

169.07 

216.66 

224.02 

278.07 

GtHk Daman and Din 

_L 

— 

— 

11.23 

19.51 

37.12 

53.58, 

118.87 

276.38 

308.00 

344.41 

350.86 

MhBoram 

— 

— 

— 

— 

— 

18.65 

37.90 

89.30 

167.15 

190.89 

215.59 

198.63 
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— 

4.23 
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Meghalaya 

— 

— 

— 

— 

10,65 

18.71 

66.56 

124.93 
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— 

— 

— 
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* 
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— 

— 

— 

— 

— 
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— 

— 

— 
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— 
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5.82 
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7.51 
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7.11 
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6.75 
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7.0^ 
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5.66 
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6.89 
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— 
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Andhra Pradesh 


0.60 

2.10 

3.|5 

5.06 

8.20 

16.16 

30.66 

55.00 

6(L51 

65.06 

68.91 

Assam 

0.76 

1.58 

2.74 

4.55 

5.12 

7.30 

11.60 

10.67 

40.51 

50.37 

61.56 

79 93 
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0.42 

1.33 

1.41 

1.72 

2 88 

3.06 

7.78 

15.82 

30.60 

42.62 

40.35 

58.81 

Gujarat 

— 

— 

1.55 

3.57 

8.01 

11.24 

18.83 

30.15 

67.25 

60.00 

76 01 

80 00 

Haryana 


— 

— 

— 

7 53 

11.13 

18.43 

40.80 

56.30 

62.40 

71.32 

76.22 

Jummu and Kashmir 

— 

— 

2.02 

4.00 

10,02 

13,54 

32.84 

61.35 

122.13 

140 77 

162.08 

152 90 

Karnataka 

0 02 

0.75 

1.07 

2.70 

5,44 

11.37 

16.28 

31.81 

64,30 

76 80 

88.40 

103.84 

Kerala 

— 

1.00 

2.63 

4.45 

7 03 

14.43 

22.43 

41.64 

75.43 

76.86 

103.77 

122.07 

Madhya PTade,sh 

0.27 

1.56 

1.72 

2.04 

4,73 

6.61 

11.18 

25.37 

40.40 

48.33 

58.14 

62.67 

Maharashtra 

— 

— 

2.20 

3.50 

7.64 

11.26 

10.04 

38.0<) 

65 13 

74,15 

80.74 

77,87 

Onssa 

0.48 

0.70 

1.48 

3.51 

4.00 

8.15 

15.50 

25.54 

48.48 

52.05 

66.72 

64.40 

Punjab 

0.85 

2.10 

3.78 

6.73 

7.26 

12.00 

23.06 

45.55 

87,53 

03.68 

I02.0<) 

105,03 
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— 

1.56 

2.23 

4.04 

8.23 

0.87 

16.61 

31.36 
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71.,30 
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92.56 

Tamil Nadu 

— 

— 

2.47 

3.73 

6.76 

n.42 

18.21 

36.25 

66.82 

84.98 

05.46 

100.75 

Uttar Pradesh 

0.47 

0,62 

1.00 

1.03 

3.18 

5.50 

10.07 

20.74 

43.76 

50.44 

.50.18 

52.02 

West Bengal 

Other States 

L4I 

1.70 

2.52 

3.72 

6.02 

12-03 

20.08 

32.80 

55.82 

59.85 

68 71 

71.90 

Aninaclml Pradesh 

— 

— 


— 

— 

33.47 

66.78 

110.55 
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235.50 
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283.74 

Giia, Daman and r>iu 

... 



15.18 
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38.27 

40.16 

l(K).74 

232.25 

254.55 

im 01 
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— 

— 

— 

— 

45.40 

77.35 

151.36 

232.15 
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276 40 

245.22 
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__ 

— 

— 

12.86 

23.30 

44.46 

58.,17 

110.44 

210.12 

250.76 

286.43 

285.36 

Htmadial Pradesh 

— 

1.33 

— 

4.21 

11.53 

16.71 

3fi,13 

60.02 

133.94 

164.20 

107.09 

227.24 

Manipur 


— 

— 

4.55 

10.18 

16.10 

37.77 

50.20 

114.57 

122.65 

109.68 

92.46 

Meghalaya 

— 

— 

— 

— 

10,54 

15.00 

40.67 

80.60 

127.08 

145.08 

185.16 

182.78 

Nagaland 

_ 

— 

— 

13 02 

34.27 

44.20 

72.62 

158,73 

150.22 


2,56.35 

205.84 

Sikkim 


— 

— 

— 

— 

I7..54 

10 07 

104.08 

227.00 

284.44 

niM 
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— 

5.47 
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12.86 

21,56 
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06.54 

01.30 
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0.01 

17.15 
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Today's business en 

one ol global interaction and cross-border 
affiliations C ompanies with a common puipose 
and direction, quick to pin forces And yet 
what defines a perfect business collaboration ^ 

At Colour (Tiem we l^elieve ii is a relationship 
of equals fust as the one we shaie with our 
global associates-Hoechsi AG, Germany 

As a result of this relationship Colour Chem has 
accc'ss to world-class technologies a reach into 
international markets and radicallv different 
management styles 


Styles that emphasise on quality of 
the highest older I hat lay stress on being 
conceined on the customer's behalf, for 
his time and money And that inculcate 
professionalism within the organisation 

Today Colour ( hem is a Company that is 
on the mcne With an established presence 
in domestic and foreign markets, and new 
horizons to conquer 

We are confident that we will make it happen 
with our partner in progress-Hoechst AG 
Because ours is a relationship of equals 


Co/our-Chem 


Hoechst DB 


Subsidiary of Hoechst AG 

194 Churchgate Reclamation Bombay 400 020 
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In keeping with the puranic tradition according to which the tenth 
iiicaroation'ol' god takes phice in the era of depravity (‘katiyuga’), the 
'Ifenlh Finance Commission hks had to undertake its ltdtours in an 
unprecedcidedly grim fiscal scenario at the centra and in the Hates. 

Against this background, the commission's report is among the 
outstanding ones in the sequence of finance commission reports. Ihc 
wloption of an identical formula, predominantly based on population and 
the distance criterion, is a reform that is sound and progressive in its 
economic logic. The grants to local bodies, the establishment of a National 
Fund for Calamity Relief and the chapter on defence expenditure are 
noteworthy initiatives. The ‘alternative scheme' suggested by the 
commission, though flawed and inadequate in its (nesent form, may prove 
to be an im^rtant contribution if it stimulates thought and action on a 
rational restructuring of federal fiscal transfers. 877 

Enron Caper 

The confours of Enron’s power project at Ohabol in Maharashtra are 
becoming cleaner The government of Maharashtra and the union 
government arc to underwrite all the risks of the projccl. provide an 
average return of over 40 per cent, guarantee a 90 per cent offtake by 
shutting down much cheaper generation and provide various other 
facilities under threat of penalties. Enron will bring in Rs 30 crore, own 
the plant and have minimal liabilities. The Dhabol project is going 
to be an albatross round the neck of the people of Maharashtra. 857 


Language under 
Globalisation 

Globalisation proces.ses produce 
pre.ssure for the homogenisation of 
language in the interest of efi'iciency. 
In muiti-lingual India, market forces, 
the mass media and the state are 
supporting the creation and spread 
ol a few common languages at the 
expense of the majority of 
regional languages and dialects. 887 


TVibal Education 

If the development dilemma 
that confronts our tribals is to be 
effectively addressed, tribal 
integration will require their 
mobilisation not jusi to preserve their 
cultural autonomy, but to redress 
their minority status as well. In this 
cducatkm will have a necessary 
and crucial role to play. _8M 

W<Hiien and the Courts 

The meagre benefits of progressive , 
Icgisloihin to protect women’s rights 
get neutralised by the prejudices 
which women encounter in the 
law coims. 865 


NGOc and Politics 

The VoliitMiuy tsecter nucxis tojdsy a 
mtm oyeri ^ittcf I raiic itf it is to 
make a Iqng'litHiilg dem on social 
trausfoiriialioil. S79 


Oironic Disease 

After its belated recognition of the 
i mpoftance of the 1 ndia-Pakistan 
people-to>people dialogue in Delhi, 
with fairly extensive coverage and 
sympathetic editorials, the Indian 
pres.s is relapsing into its 
conventional attitude of ignoring 
alternative voices of sanity in 
India-PakUtan relations. 859 


Stock Market Boom 

The view that security market booms 
in developing countries following their 
adoption of financial liberalisation are 
the result of increased foreign exchange 
influx is neither empirically supportable 
nor B^essary for a critique of 
fmancial liberalisation. 898 


Police and the Poor 

The killing by the police of a youth in 
Delhi recently and the further deaths 
and injunes in the police firing on 
protesters against the killing brought 
out once again how every protest by 
the urban poor is turned into a 
question of law and order. 862 


Presidmtial Monarchy 

What is imponant abow this 
presidemial etection in Fiance is 
that it has triggered tsHiniervailing 
social and polittcal forces thH 
were mwiliHt only at the tune of 
thePopwlirFroiit'in 1936. -i 
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LETTERS to EDITOR 


DiplelUiaq 

PLEASE refer to GauUm NavUkha'f; 
article Triple Talaq: Posturing at Women's 
Expense*. While I appreciate Navlakha's 
line of argument, he has failed to make a 
distinction between the basis for possible 
refonn in Muslim personal law as distinct 
from the Hindu personal code. This is a 
point which is often not fully appreciated by 
our liberal and progressive friends. A 
Muslim, by definition, accepts the 
mandatoiy provisions of Uie Holy Quran, 
particularly insofar as they are explicit and 
do not call for any Ixplanation or 
interpretation. A Muslim cannot pick and 
choose in the Quran. All over the world, 
with the exception of Turkey, social reform 
in Muslim society has iKen based on a 
leaffirmation of the Shariat because in many 
cases the de facto position in Muslim 
s(x:iety constitutes a deviation from the 
Quranic mandates. Any other point of 
reference - humanitarian or liberal or 
progressive - cannot be acceptable to 
Muslims. 

As far as the Triple Talaq is concerned, 
the Tilhari judgment, whatever he its 
motivation, has rc-opened a long-standing 
debate on tlte validity of Triple Talaq. For 
this, we should be thankful to the judge. An 
opinion is emerging that the customary 
Triple Talaq as exercised in Muslim 
community in India is a deviation from the 
Quranic norm which calls for two talaqs at 
an interval, to he followed by yet another 
interval before it becomes valid and 
irrevocable. The Quranic mandate alsoculls 
for setting up a reconciliation machinery 
and. thus, indirectly making the process 
justiciable Hy a competent authority. 1 have 
myself submitted a private member's hill in 


Lok Sabha on this question to empower 
Kazis under the Kazi Act tq hear the parties 
and to pronounce on the validity of the talaq 
in accordance with the Qumnic injunction. 

However, even if Triple Talaq is 
abolished, husband^ who have made up 
their mind to desert their wives have only to 
wait for a certain period. It is, therefore, 
essential for the Muslim community to take 
up, at the same time, a campaign against 
divorce perse unless it becomes impossible 
for the couple to live together, basing itself 
on the writ of the Holy Prophet that *‘of all 
things permitted by Allah, the most 
obnoxious in His eyes is divorce”. 

Sybd ShAHABI'DDIN 

New Delhi 

TVisted Perceptions 

THE controversy around the film Bombay 
is an excellent example of the role of 
fundamentalist forces in our society 
today. While the Hindu fundamentalists 
represented by wShiv Sena ensured that 
they were fully satisfied with the version'^ 
being presented in the film, Muslim 
fundamentalists are trying to sec that the 
film will conform to their obscurantisms a.s 
well. Ratnum after having bowed to the 
little 'fuhrci' should have little pioblem in 
facing the wrath of Muslim bigots since 
Sena-BJP government is in pt)wer The 
Hindutva combine can congratulate itself 
for the version of communal riots that has 
been accepted by the 'social common sense', 
as the film aUo projects the same version. 
As per this, the Senu started its Muslim 
pogrom m retaliation to the killings of 
'malhadis* and burning of the Bane family. 
As per the facts which have come out in the 


inquiries conducted by justice Daud and 
SurealL Lokahahi Makka Sangbatbana and 
CPDR and the EXTA Samiti the systematic ^ 
killings of Muslima had begun nui^ earlier. ^ 
These incidents were used by the Sena 
merely to derive legitimisatton for its well 
planned and mercilessly executed mass 
killings of Muslims. 

PR Ram 

Bombay 

Kurds in 'Hiricey 

THIS refers to the article 'Kurds in Turkey' 
by Meena Menon (April 1). Considering 
thatresponding tocach and every allegation 
of the writer will lake up much space, i will 
confine my.self to a few points just to 
demonstrate how one-sided and prejudiced 
the article was. 

Meena Menon cites an unheard of claim ' 
by the PKK that the former president of 
Turkey.TurguiOzal.becau.seofhis peaceful 
approach, was assas.sinatcd by Turkish 
‘Special Forces’, while the whole world is 
aware that he died of a heart attack with his 
family bc.side him. 

Meena Menon's claim that “PKK ha.s j 
agreed to abide by the Geneva Convention : 
U> wage humane war” reflects the naivety ol 
the writer. Incidentally, it will not be out ol i 
place to draw the attention of your readers j 
to the fact that* according to the Bombay | 
press, the writer participated in a 
demonstration in front of the Turkish 
consulate in Bombay, reflecting hei direct ; 
involvement in the issue. j 

Meena Menon has failed to conceptualise 
the cau.ses of PKK’s tenwism because she 
lacks a complete understanding of the 
situation in Turkey. While claiming 
persecution of Kurds, the PKK takes 
advantage of the frustrations .stemming from 
the relatively under-developed economy in 
south-east Anatolia, which the Turkish 
government i.s trying to rectify through 
major economic projects. Otherwise, the 
vast majority of Kurds living in Turkey 
support the Turkish government in its effort 
to eradicate tenonsm. 

The Turkish people have no problem.s 
with the people of Kurdish ethnic 
background, living in and outside Turkey. 
Our Kurdish citizens living in Turkey reach 
to the highest levels of the society. In 
addition, file Turkish government has been 
rendering assistance financially and 
otherwise for the survival of the Kurdish 
grt>ups living now in the northern region.^ ^ 
of Iraq. 

Kuuret Omtan 

Turkish Embassy, 

New Delhi. 



Suliftcription Rates 




Inland 





(including Nepal and Bhutan) 







(iw mpees) 


Six months 

One yc«ii 

Two years 

Three ycar.s 

lasUtution.^ 

- 

600 

1125 

1650 

Individuals 

Canccmilniuil Rates 

250 

475 

875 

1275 

Teauhor.t/Researchers 

- 

325 

- 

900 

Students 

- 

225 

- 

- 

ConcessioiiaJ rates arc available only in India. To avail ol coiice.«.«ioiial rates, certilicaie trom 1 

relevant institution t,s essential. 





Remittance by money ordor/hank draft/po.suil order requested. Plea.se add Rs 14 to (Hitstaiion 1 

I chnquas towards bank collection charge.s. 





Foreign 



im tJS f) 


_Ajr Mail_ 

Surface Mail_ 


la.sniutions 

Individuals 

Institutions 

Individual.s 

1 Pallstan. Bangladesh ^ Sri Lanka 80 

50 

65 

30 

USA, C-anada, UK. Europe, 
lapan, New Zealand, 





Australia A Russia 

150 

100 

90 

65 

AH Other countries 

100 

70 

70 

50 

1 All tnqiittaficeii to fecoiKiMik nod PolHIcnl Wuukly 





i- 


M6 


Eckmioouc wild fc^kiewi Wwekl^ . ^ 







ECONOMIC 

AND 

POLITICAL 


Stuck in a Groove 


T he Reserve Bank’s monetary policy continues to be 
guided by a narrow stabilisation perspective when the 
need is for a vigorous developmental thrust. Some of the 
measures forming part of this week’s credit policy 
announcement, such as the restriction of the cash credit 
component of permissible hank finance for large borrowers 
to 75 per t^nt, extension of the ban on bridge loans against 
public issuesand borrowing from tJie market to all companies, 
reduction of overall bank borrowing limits of non-banking 
financial companies (NBFCs) and narrowing of the export 
credit refinance facility for banks by aboutRs 2,000 crore are 
apparently intended to enforce discipline in the deployment 
of bank credit. But some other steps sucli as raising banks’ 
maximum lixed deposit rale from 11 per cent to 12 per cent 
and restricting'iediscounting by banlu of commercial hills 
and derivative u.sance promissory notes to a minimum period 
of 1S daysmay in the end prove counterproductive. Likewi.se, 
the permission granted to private .sector mutual funds to 
operate in the c^l money market will go against the RBI’s 
objective of correcting maturity mismatches in banks’ as,sets 
and liabilities. More important, it will hamper the transmission 
of credit policy impulses to tlie real economy. It is also a pity 
tiiat the RBI’s initiatives on what may be described as the 
development finance fronlare restricted to die announcements 
contained in die finance minister’s budget speech: banks’ 
contribution to die new rural infrasU’uctural development 
fund to be establi.shed in NAB ARD, provision ot credit by a 
consortium of banks to die Kliadi and Village Industries 
Commission and extension of NAB ARD refinance for loans 
to primary weavers’ co-operative sociedes, hidierto restricted 
to co-operatives, to commercial banks. 

The lack of dynamism in the latest credit policy 
announcement can he sensed in die RB I’s confused percepdon 
of the monetary situaUon in 1994-95. The RBI is distraught 
over the skewing of the M3 and deposit growdi picture on 
account of the fact that the data for reporting foimights for 
1994-95 relate to 27 fortnights whereas Uh>sc for 1993-94 liad 
covered only 26 fortnights. But is not the soludon quite 
simply to ccHnpare figures for the two financial years (April I 
to March 31)? When this is done. M3 expansion in 1994-95 
works out to Rs75,133cn>re(16.6per cent) against Rs 72.467 
crore (19.1 per cent) in the previous year. The source of 
distortion is found to be ruiUting nune Satanic, dian the usual 
year-end bulge in banks’ deposits and credit which is partly 
the result of the banks window-dressing their accounts, a 
regular annual ritual after all. 

This ia not just a matter of numbers, however. The 
comparison of data based op reporting fortnights is used to 


subtly .justify monetarist policies in volvingreliance on interest 
rates, open market operations and other money market instru¬ 
ments. The RBI seeks to make a case that “monetary expan¬ 
sion in 1994-95 was well beyond what was considered desir¬ 
able after taking into account the expected increase in real 
output’’. It is also suggested that the incranental money 
multiplier in 1994-95 had turned out tabe higher than expec¬ 
ted. But as seen above, acomparison of financial year figures 
shows monetary growth in 1994-95 to have been no higher 
Uian 16 to 17 per cent, not all that wide of the mark from the 
RBI’s own projecdon for the year at 16 per cent in its credit 
policy review in last October. As for the money multiplier, it 
is die ex post outcome of increases in M3 and reserve money 
based on independent financial and real factors and cannot 
undergo dramatic changes in the short term. Second, the 
incremental money multiplier of about 2.48 in 1994-95 was 
not only lower dian that in the previous year but was the lowest 
for a whole decade. This was to be expected, for the ovoall 
growUi in dome.sdc credit in 1994-95 (to government plus the 
aimmercial sector) was quite moderate at 12.9 per cent, just 
as it had been in the previous year when it was 11.4 per cent 

With revival of economic activity after three years of 
stagnation, die real economic situation in 1994-95 actually 
called for larger incrca.ses in domestic credit. The RBI 
chooses instead to focus on the rise of 22.8 per cent in non¬ 
food credit in 1994-95, labelling it as being in excess of what 
was nece.ssary to support the growth in the real sectors. 
Besides, it argues, banks had also made funds available to the 
commercial sector tlirough investment in public sector bonds 
and in corporate bonds and shares. In fact the monetary 
situation in 1993-94and 1994-95 was ratlief more complicated. 
In 1993-94, growth of non-food credit bad been notably 
.subdued at Rs 7,477 crore (5.1 per cent), largely because 
corporate borrowers had access to other sources of funds on 
a sizeable scale; the capital market, global depository receipts 
(GDRs) and commercial borrowings from abroad, besides 
commercial paper. In 1994-95, on the other hand, these non¬ 
bank sources dried up to a great extent. Restrictions were 
placed on die raising and u.se of foreign funds, the domestic 
capital market turned markedly less hospitable and the 
severance of the link between commercial paper (CP) and 
cash credit limits resulted in reduced recour.se to CP, 
particularly in the second half of the year. 

With such a range of sources of corporate funds, focusing 
on just bank credit expansion and trying to assess whether it 
was too much in relation to the growth in real income is 
obviously misplaced, Moreover, in the present recovery 
phase, the RBI needs topay greater attention to the distribution 
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eiticjt>ut^geiii«n( l^nKpt to tcuU tA 
agriculiure. mad^ak ittilustry and t^ker 
amatl bom)vmK^ Ahara in touil 
credit \m mgrettably dwiiullcd \\\ recent 
yearsu develo|>mcni which has received 
no altenlfon in lluf KBl’s review of recent 
credit trends. Besides, there has been 
considerable divcrstncatioin within the 
financial system and of sjources of finance 
for the larger uuporuie units, torcign 
btxTowings and Bum-cquilics (ODRs). local 
share capital and commercial paper, apaif 
trom bridge loans and other loans born 
UTl. Lie and die mutual tunds. Instead ot 
continuing to be satisfied with broad 
generalisations about money supply and 
reserve money growth and money multiplier 
trends, it is time (he RBI gathered more 
systematic infonnation on total credit Hows 
into the manufacturing and non^fmancial 
sectors and their sec(i)r-wisc distribution. 

The suppo.sedly excess monetary gm wth. 
die higher Uian expected money multiplier 
and the excessive non-foixl nedit expansion 
arered hen ings to lustily raising the nucrc.st 
cost on the economy The RBI bemoans (hat 
due to the persistence of large fiscal del icits 
and government recourse to market 
borrowing, the monetary authorities arc 
unable to undertake i>pcii market operations 
on (lie desired scale without unduly raising 
interest rates. Now, general interest rates, 
open market operations and other indiicct 
instruments of monetary control are blunt 
UH>ls which aggravate distortions at the 
slightest mismatch between deinand loi 
and supply of loanable Hinds. In any case, 
the enlargement of the fiscal deficit is largely 
altribuiahle to the KBl's own policy ot 
subjecting nsk-frcc sovereign debt to 
market-related (or even higher) rates of 
mtcrcst. In ilic [)osi-reform |x5ruKl Uie interest 
burden on the central budget has .shot up 
from Rs 2L49R crorc (39.1 pei cent of 
revenue receipts) in 1990-91 to Rs S2 000 
crorc (51.6 per cent of levcnuc receipts) in 
1995-96. Tills more than 140 per cent rise in 
mtcrcst payments, when the gross liscal 
ckftcit is claimed to have declined tiom K 2 
pcrccntl4'>.5.5 percenlofODP.is attril^utablc 
almost entirely to the RBI'.s iiucicst rate 
policy. The maturity putlem of government 
debt tCK) has liccn considerably .shoitencd, 
rendering a near^debt-trap situation a dis 
tinct medium-term prospect. Already in the 
1995-96 budget almost the entire icvtnuc 
receipts of the centra] goveruinent aic 
absorbed by interest payments and re¬ 
payment <if debt 

Ttie same fixation with market-related 
tates ortiiterc.st is undcrmaitng the growtii 
of small anil'medium industries, with hankt* 
charging them inkrcst rates ranging from 
17 to 22 per cenf^ After the RBI pushed up 
the mmtimum depasti io i 2 per cent, 
many banks inerdas^d Uieir prime 


tending 15 U> JS.Spcf ^61 with die 
term^fibanchig instituRons Mtowing suit. 
A clear distinction between slk^n-tcrm and 
long'^lerm deposits would have helped to 
iiiduce bankN* cost of funds, the liencfils of 
which could have been pt^ssed on lt» 
borrowers, particularly the small and 
medium luies. 

Puially, the ficrniission gi .uilcd to a vanety 
ol public financial iiistitutumN (ami even 
m>n'borri>wing eoijsualc bo<lic.s) lo lend in 
the overnights all money market hasalieady 
contributcii (odiMiViing thclinancialsysicin. 
This* misconceived |H)|icy has now been 
furthei leinfoiced by allowing private .sector 
ni u lua 11 (iiid s u > lend i n tlic c a ll/not ice money 
market. Tlie iinplicutions ol this whole 
policy deserve cliwer study, First, the RBI 
it.self has been concerned ali()U( some of the 
hanks depending excessively on the shoii- 
term money market, thus giving iisc io 
chronic asset-liability maturity mismatches 
and ovci-extended lending. At the same 
time the RBI ba.s been expanding the list tif 
non hank tinaiicial institutions allowed to 
lend in the money market, thus tempting the 
banks, pariicularly the foreign b.niks, lo 
take growing recourse to this market 
,Secvnul. if IJTl and other mutual luiuls and 
public liiiancial institutions as alsi> cash- 
ru'h private corpoi ate units need avenues lo 
paik then short-teriT] funds, the answer 
.should be found in sliort-lcrm marketable 
instrumenis such as Cl). CP and bills 
redi.scounlmg. This would cieatc gicatei 
depth in the maikct forthc.se insiiurncnts, as 
IS happening m many of the tnu|oj money 
market ccntics ot the world. And, irom tins 
siundpoint, why in.siston a minimum period 
of 15 days h^r bills lediscounting? 

HFiALTH 

Regulating Private Care 

IN most countries whcic the pnwision ol 
health care in the private sector is a com 
poneni ol the development model, iheie 
have evolved mechanisms and a btnly of 
legislation which have' ensured strict 
monitoring of the quality of cure acn)ss 
sectors even while allowing the cost of 
such care to be determined by the maikcl 
In India and oibci third world cotintiics 
which i>slensibly located publu health 
tare pninaiily in the domain ol stale 
service, ihe need lo maintain the illusion 
of .1 wcllaie stale has led to a delibciatc 
jiolicy ol ignoiiiig the very existence i>l 
the pt Ivatc scct<»r and its gniwing presence. 
As u result, while legi.slation and 
moiuiorifig mechanisms and i;ixlc.s iiave 
been constructed for public in.s(i(ution.s, 
private health care has grown without any 
norms (or quality of care. Nor has the 
medical prillcssiom lacking a coherent 
identity in ex -colonial countries, attempted 


regulAiu; 4in<ii|lW,m wn, imy 

nc^rms for its tvtjyit jlf'aaike, ^ 

Hie reaull u>day iit the meax in pHvete 
health care which periodically comei^ into 
focus when cases of malpractice, in¬ 
competence and gros.s negligence on the 
part of doctors and private institutions a>me 
to light. Tlic extent of neglect in this area is 
unbelievable For example, very few states 
have pas.scd separate legislation for 
monitoring private hospitals Rven where 
such legislation has been passed under 
central directive, no rules have been framed, 
making it.senforcement impossible. Maha¬ 
rashtra IS among the exceptions, it not only 
has u Nursing Homes Act. but has even 
attempted to implement it. But even here, as 
one study has shown, the appropriate 
mvmitoring authority is absent. And then 
again, Ihc issue t)f cnfoicing norms arises 
only when sucli noims have been evolved 
A recent inquiry' has found that in most 
ca.ses such norms have never liecn evolved 
For instance, what should be the minimum 
equipment tbai should be mandatory m an 
(operating Ibeaiie'^ What degree ol hygiene 
in terms oi water quality, etc, should be 
ctuisidcrcd absolutely ncccssaiyV vSliould 
the opening ol nursing homes boused in 
residential buildings, not siiccially con- 
sirucied with adequate plumbing and 
dunnage Jacilitjcs. be ilu.illowed'^ Need a 
iiospital nol aceepling emergency cases still 
have eineigency equipment*^ VVImI means 
and measures must be used to keep hospitals 
flee Irom erosv infeciion' It is not lliai 
hospital.s do not have any set ol norms, 
guidelines and rules However, there is 
clearly 114) sundardisedsctot inniiis, evolved 
on the basis of hospital studns wlinh could 
serve as a baseline I or moninn mg the quality 
ot taie. 

Then again (heic is the teal that it 
mininiuin siandaul^ aie imposed then 
philanIhropK inslitutioru and individuals 
ailcmpting ti) deliver quality care (in the 
context of no care at all) in iemote areas or 
piKiiei localities even without the minimum 
equipment and lacilitics wilf find it 
impossible i4> carry on ihcir undoubtedly 
invaluable work The situation becomes 
even more complex when the issue is of 
commercial consequence. For instance, the 
Bombay Municipal Cmporation hasrcpi^r- 
teilly made it nundaiory that charges for 
s|H;Lific surgical procedures and sei'vices 
slH)uld be displayed. Complying with the 
three live apparently po.scK numerous 
problems for the institutions* not the leaiJt 
being (hat it complicates the maintenance 
of black and* white accounts which ail 
commercial establishmenu. including 
hospitals* maintain. As a result, most 
msrituuons display only the minimum ratea. 
while most patients pay much higher 
charges, Tiiac is ol^o the question of lipw 
the.se standards are to he derived. Should it 



he haM»^ on tlte ahi litMis i>f the d(x;l»r; the 
sophtKtickkm ot the cifutpmciu urfil 
ijic capits^l cost, ihc dc^irec of condort 
aft’ordcj^ in the hi>s|>ii«l or (he socio- 
cc(>ni>nhC prolllc id'(he UKjdity whem the 
institution is locn^tcd? 

Notwithsiandinii alt these problems (here 
is mi gainsaying that reguiution ot the pri vate 
lieallh sector is urgently necticcl. Wlicther 
such regulation will come tViun witlun the 
medical prolcssion and its associaliims or 
from the slate is to he seen. Tlie stale’s 
recent attempts to bring medical practice 
under the purview of the consumer pn^iection 
law has come up against determined 
opposition from the profession, which has 
all but derailed it. A more recent recom¬ 
mendation forputiing limiison lees charged 
by medical prorcssionals has also roused 
indignation among iloctors. At the same 
time, neither the Medical Council nor any 
of Ihc medical asstKiaiions is equipped to 
even atienipi sclt-rcgulalion. Such a 
situation is tailor-made lor loreieninedicare 
insurance agencies ii>step in with quality of 
care norms and monitoring mechanisms 
and uccrcdiiatioii slructuies atul. in 
consequence, send the cost ol private health 
care spiralling. 

MAHAKASHTliA 

A Hardy Ritual 

IT has bcctune a rcgulai feature in 
Maharashtra that in the summci month.s 
reports ol drought start pounng in from the 
state’s diftereiu regions. It is being said that 
had it not been for the stale a.ssembly elections 
and the delcncd declaration of their icsulis, 
news of drought would have hit the headlines 
far earlier this time. The strict imple¬ 
mentation of the electoral code of conduct 
ITievcntetl cimdidatcs fn>m giving assurances 
(3n this issue during the election campaign 
and also made severe demands on the 
government machinery dissuading it from 
addre.ssing developmental work. 

Beed. Nmuled, Osmanabad. Latur and 
Paibbani are the five di.stiicts in Marathwada 
which are considered to be prone to water 
shortage. Districts of northern Maharashtra 
and Vidarhha also report Water scarcity. In 
the latter regions it is the excessive depict ion 
of griHUul water under lift iirigation schemes 
that has led to the drought situation. 
Maratliwada. on the other hand, received 
percent less than average rainfall last year. 
Already five lakh people have migrated 
fn>m Beed district. In these circumstances, 
more (hanimmediate sanctbrning of t ankers, 
a laifg«terili. comprehensive solution is 
expected from the Shiv Scna*BJP govern- 
mcitt'Whkhh;ifSp]edgcd to solve the ilrinking 
water problem in the state. 

The performance of the earlier 
governments «m this fr4mi has been dismal 


'EvcfjrcdiidA h|i«i sceii the.appolhii;(ieni nf u 
state -level commjftue to explore (lie causes 
of (he drought situation. Tlte cominittce in 
due course up with reciHltmchdaii4)ns 

to avoid the recurrence of i)te drought. But 
on the gomiut tittle has t>een achieved. 
Instead, every succcs.sivc committee has 
mentioned an increased numlnirof drought- 
prime taluka.s, It has been re|H3ricd that as at 
the end of Novcin her 1more than 25,(HW) 
works under the HGS remained unfinished 
and funds umounting to R.s 1.1(21 erme for 
the HGS IukI been divcrlctl to other 
departments. Besides imprtwing the imple- 
nicniatioH ol welfare schemes, the govern¬ 
ment will also have to lake a firm decision 
regarding (he incliscnminiilc sanctioning i>t 
sugar factories in tlie stale. Already more 
than 100 siigar factories arc functioning in 
the state while 17 mue have lH;en sanctioned 
and applicatii>ns foi another 225 factories 
are jHjnding. fliven the amount of water the 
sugarcane cn^p ahsoibs. such development 
will surely be disasirou.s. 

Tl)c government will also have to review 
emphasis on large and medium irrigation 
projects. Not only have the big projects 
pnwed to Ih; tliuncially and environmentally 
costly, they have also failed to increase the 
area under in igalion significantly. On the 
eve of the rormalion of Maharashtra, 5.Kpcr 
cent of (Ik land was irrigated and now, after 
35 years, only 13 per cent is irrigated, a 
mcagic increase of 7 percentage points. 'Flic 
Barve Committee instituted in 1%2 had 
come U) the conclusii^n that a maximum 30 
per cent 4)1 land in Maharashtra could be 
imgated. The government will have t4> give 
a major push to altcrnalive mclhotls of 
water conservation if it de.strcs a lasting 
solution to the water problem. In this regard. 
It should encourage non-govcrnincntal 
initiatives which provide more space tor 
people's participation in harne.ssing the 
water resources of a locality. 

HUMAN RIGHTS 

Not Opportune! 

WHlLBhomc niinistcrCluivan and hi.s iiinior 
colleague Rajesh Pilot continue to s<jMabt>lc 
4)ver the future iU'TAl^A uiul Kashmir, bt^ih 
ap|)earf4)bc thick-skinned eiuiugli K) remain 
unmoved by (he tlak tliat (heir imnistry 
draws year after year (um the UN 
Commission on Human Rights for^ mis¬ 
leading it aUuJt New Delhi's annual |K'r- 
fonnunce in the field of protection of the 
luiidatncinal rights 4>l Indian Liii/en.s. 

Tlie iipe.st rcptrt'i prc|mred by the UN 
Special Rapporteur on Hxirajudictal, 
Suimnai^y or Arbitrary hxccuttons in 
diflcrebt parts 4*1 the W4>rld say's tilings 
abtnji India which shtiuW make any sclf- 
rcs|)ec(ing government hang its head in 
shame, U hauls up NeW Delhi for its 


.-tEJontinuiiig utici^iicem ;i}>out' kiningx iti 
police custinly and so-called ‘chctHintcrs'' 
and failuie l4> investigate and bring such 
things to a halt, The Special Rappt^rteur, 
Bacre Waly Ndiaye, lays stress on the need 
lor punishing the guilty when he ixnnts i>Ut 
in his report: ‘'...while in*most cases 
investigations arc said to he initiated (by (he 
Indian government).., such proceedings 
virtually never appear to conclude with a 
judgment convicting Ihc security forces 
personnel involved*'. He (hen adds: “The 
length of the investigative piwedures is 
al.s4i woriying: in unumberofcase.s, inquiries 
o|x:ne4l moi'e than iwt) years ago arc soil 
said to be m progress’*. 

If the Special Rapporteur added to this 
dilatory pace ol Ihc Indian ‘investigative 
procedures', the etjually slow gait of the 
next stage, the judicial pr('»cetlures, for which 
our c 4 Hirls are notorious, he would have 
toiind the explanation for the mystery why 
investigations never ctmcludc wiUi )udg- 
menis convicting the guilty. The guilty 
security lorces - wlu> arc far more p4)wcrful 
than their victims-arc pmvided with ample 
time and opportunity, thanks to the length 
of both the investigative and judicial 
priKccdings. to tamper with oreven destroy 
the evidence that would implicate them. 

What is worse, the Indian government is 
iu)i an Impartial observer iiicascsufviidalion 
of human right.s like extrujudiciul killings 
by its iM>licc (in cuslvxly) or by its security 
foiee.s (in places like Kashmir). At inter¬ 
nal i4)nal Ibiums. »)fficiiil .spokesmen of New 
Delhi lend to glo.ss over such killings, and 
even tendtodcleiKl the misdeeds 4)f security 
lorccs by providing the excuse that they 
o|K*ratc under pres .sure sc I’cated by Pakistan- 
aitled tciTorists. As a result, responses by 
ihe Indian gcA crnmenl toquerics by the UN 
Human Rights’Commis.sum do not cut much 
ice with impartial intcrnuti4)nul obscivcrs 
who dematui a more rigtmius stamlard for 
Ihc pieparali4»n 4)f replies by the member 
.slates of the UNO. under iheii' mandate 
pursuant lo the 4,ornmissi4’)n’.s resolumm 4)f 
March 9. 1994 entitled ’Hxfraiudicial. 
Summary or Arbitrai-y Hxecutions' 

Tliat the Indiaiig4*vernmcnt has mi.serahly 
failed in this 4*hligatton to ciunply with 
international smrulaKls is evideni from the 
Special Rap|H>rleur’s obseivatuuis about 
New Delhi's responses to his queric.s 
regarding a)legali4>ns iraiismittcd to the 
Indian authorities as far back as 1992 and 
HW3. He found an “apparent comradiclion*' 
between the Informutiim rceeivcil fi4*m the 
Indian government and that pnwitlcd by 
other .sources regarding ihe-*e allegations. 
Since he found that it was “virtually im- 
fH).ssible for him ir* determine which of (he 
e4)iUradictnig vei>ions corresponds to 
realily". he requested the I mlian government 
(o alli)w him to visit India - in Noyemher 
1993. and again in Hehniary^ 1994 - in order 



to ''be In n poKition to the »tttt«tion on 

the basi« of Hrist hand information'*. The 
Indian government has lK»wcver refused 
him so far permission to visit India. 

The same stonewall of official refusal has 
greeted another UN Special Rapporteur. 
Nigel S Rodley, who, unhappy with the 
responses of Indian government to 
allegations about torture and cruel treatment 
of prisoners, wanted to visit India and verify 
things for himself. He has l^een told that 
such a visit “would not be opportune*’. So 
much for the much ballyhoocd claim ot 
'transparency’ by our home ministry. 

ENVIRONMHNT 

Brazil’s Lead 

EARLY this month thou.sands of tribals in 
two districts of Orissa. Kayagadu and 
Kalahandi, launched a large-scale protest 
against the two proposed alumina projects, 
one by Indal in association with Tala Sons 
and Hydro of Norway and the oilier by 
Larsen and Ttiubro. Tlic villagers have set 
up regional 'surakshu .samiti’ and have put 
up mad-black.s near the project sites. The 
two projects arc estimated lo displace about 
60,000 people from aboul 87 villages and 
will mean the denudation ol extensive forest 
acreage. According to rcpoils, there has 
been no survey of the extent of en vinininental 
damage the two projects will cause. Clearly, 
here is yet anothci; case where the interests 
of large corporations have overriden the few 
mandatory requirements specified in the 
country’s laws. 

It is in this context that the report compiled 
by the UNCTAD secretariat on Bni/il’s 
largely .Successful efforts in controlling 
environmental pollution as a result of 
bauxite, alumina and aluminium production 
isofparticular interest. Bra/.il is the world’s 
diird largest pixxluccr of bauxite with alin«>st 
10 per cent of world priKluction and the 
world’s fifth aluminium priKlucci. Wliat is 
clear from the report i> that bauxite and 
alumina projects do extensive damage to 
the environment. Bauxite mining and 
bencficiation can pollute rivers with Uixic 
cfflucnis which can kill and denude acquatic 
life, alter life cycles and so on. Refining of 
bauxite also results in the discharge of red 
mud with high levels of iron and titanium 
oxide.s. Moreover, the prcKcss of producing 
primiiry aluminium releases as waste, among 
other chemicals, fluorides, tlie effect of 
which on humans and on vegetation has 
been extensively documented. 

In Bra/.il there are three ma|or foreign 
companies in the business. Interestingly 
enough, the UNCTAD study finds that the 
Brazilian government had taken measures 
to monitor pollution and lay down 
mandatory norms as far buck as 1973. In a 
sense it was amund that time that Brazil's 


aluminium began tobeexploiiMby modem 
means. With the growth of the industry, 
foreign companies which came in found it 
prudent to lay down their own environmental 
policies. One of them. MRN. for instance, 
has invested $ 91 million in environmental 
protection since it began in 1974. Brazilian 
environmental legislation has a com¬ 
paratively long history, dating back to 1970. 
Texiay not only are llicre stringent environ¬ 
mental laws but even mining legislation 
incorpi)rates features which constitute a 
degree ot protection. For instance, the 
Mining Code of 1967 details regulations 
about environmental issues. It requires that 
the miner shall indemnify the landowner or 
squatter for irreversible damages to the land 
(if the land cannot be u.scd for crops or 
pasture). Curiou.sly, the report does not 
enquire into whether there have l)ecn any 
defaulters, and whether compensation has 
ever been paid to any landowner. Without 
this information, one has only to take the 
word of llic authors of the report that the 
Brazilian aluminium companies have been 
cnvinmmentully con.scientiou.s Aiu^thei 
curious omission is that lliere is no ret crence 
to displacement of pcipulation which must 
have <Kcurred Ix'cause of the large projects. 
How did (he government and the coi 
porations deal with that issue? While <mu- 
may not consider (his an environmental 
issue, surely, the dcsti-uclion of a way ol life 
i.s us much a matter of cnvmmmentul concern 
as is the destruction of acquatic wild life? 

SRflANKA 

No End in Sight 

I.ATHthis week the LTTE issued aslatmcnl 
as.suring the world eommunity lliat it had 
not closed the d(H)r on “an eventual durable 
peace”. Iii-an atiempt to 'explain' itsdeci.sKui 
to break the agieemcni on cessation of 
hostilities, the statement issued hy the 
LTTH'.s international secretariat in London 
accused (he Sii Lankan government ot 
)x;rsisting with its hidden agendaot n mflitary 
option and not ' cieatiiig Uic necessary space 
for peace” 

Tlicrc is no doubt that the government in 
Colombo has in the past been guilty of this 
and more. Its early repression of Tamils, 
attempts to settle Sinhalu populations in an 
effort lodilule Tamil majorities, its olxluratc 
altitudes to the Tamil demands as well as its 
duplicity with regard to the accord with 
India cannot lx; condoned. But (here can he 
no doubt that the fight for a Tamil ealam 
which has gamed international suppi^rt has 
forced the Sri Lankan stale to accv>mnu)daic 
certain demands without acceding lo 
.secession. Whether tiic refusal of a .soveieign 
state to accede to secession of a part should 
be regarded us an acceptable action within 
(lie norms ofdemocratic practice or not is a 


larger quentbii. At^ the mrimeuL howtever. 
one can only comment on the actiOhs of the 
Chandrika govemmentagainstthe backdibp 
of the conduct of past governments in 
Colombo on the question of the Tamil 
demands. 

Viewed this way it is hard to understand 
the LTTE’s decision to abandon the 
agreement on cessation of hostilities. From 
the beginning, the Chandrika govenunetit’s 
approach to the LTTE and the Tamil issue 
has been refreshingly different, whatever 
the political compulsions driving it. The 
fact that the government went ahead wi th its 
attempts to begin a dialogue with the LTTE 
in spite of the violence around the time of 
the presidential elections and later without, 
however, condoning it. speaks of a resolve 
to end the conflict. Tlic government’s un¬ 
ilateral lifting of the economic embargo on 
everyday items such as salt is an indication 
of concern, even if politically motivated, 
for the suffering of ordinary people. Its 
moves to make the passage to the penin.sula 
easier arc again a notable departure from 
earlier attitudes - it accepted the people’s 
need for movement This was u psycho¬ 
logical h()o.st to a population which had long 
been in a way kept in confinement. Tlie 
relaxation of fishing restrictions were 
similutiy a confidencc-iai.sing gc.sturc. 

Tlie.se mca.surcs clearly had an imapclon 
the Tamil population, as no doubt they were 
meant lo And this the LTTErecogni.sed. Its 
note charged the government with trying to 
woo llic Tami I population “over (he heads of 
the liberation movement”. And this perhaps 
wa.s the real reason why the LTTE has 
withdrawn from the peace talks and resumed 
hostilitie.-s. For, in concrete lerm.s, there wa.s 
no major is.suc (hut was insurmountable. 
Perliap.s recognising this, the I .TTEensured 
that the inlcrnational team constituted to 
oversee the agreement on cc.s.sation of 
hostilities could not be put in place. 

Up to the end of March the sticking point 
wa.s (he lemovul of the military camp at 
Pooneryn. When tensions began to nse the 
Sri 'Lankan government reimposed 
restrictions on fishing and took various 
other measures to ensure that it retained Ihe 
military gams it had obtained in a long war. 
Tlic LTTE’s suggestion that these mea.sures 
indicate that the government has not given 
up its military option, is far-fetched - in a 
long war it would be difficult to imagine an 
ca.sy laying down of arms on either side. 

Witli the outbi'cak of hostilities again the 
prospects of a peace have grown dim. For, 
given that within ihe government and the 
military there are many seetions which 
have oppii.sed Chandrika’s reconciliation 
measures, the Sri Lankan re.sponsc is likely 
to be harsh. Already hundreds of Tamils 
have been detained in Colombo and both 
the military and the police will not doubt 
deal with suspects with little sympatiiy. 
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IN IHE CAHTAL MARKET 


Vera Laboratories 

VERA LABORATORIES is i«etltng up a 
plant for the manufacture of bulk drugs. 
The company would be in a position to 
change the product mix by changing the 
combination and composition of chemicals 
in case the manufacture of u new bulk 
drug becomes unfeasible. This would be 
possible because the ba.sic infrastructure 
required for the manufacture of a new 
bulk drug being the same, the company 
would not have to make additional 
outlays. The company has entered into 
technical collaboration with Chcmcntechno 
of Italy for the manufacture of vitamin 
K3 and Tiaprofenic Acid. The company 
IS also entering into a technical agreement 
with Divi’s Research Centre for the 
manufacture t)f the other bulk drugs and 
intermediates as also for llie provision of 
engineering plans for the plant The 
company is making an Offer of Sale and 
the funds realised on the allotment of 
equity shares is to be utilised to finance 
its projects. The rffct Offer of vSale is of 40.7 
lakh equity shares of Ks 10 each ai a price 
of Rs 60 pci share aggiegaling Rs 2,442 
lakh by the constituted attorney, India 
Securities. The olter is U>'open on May 2 
and the market managers are India 
Securities and .lamnadas Morariec and 
Company. 

Magnus Plastics 

Magnu.s Pla.stics is setting up a project lor 
the manutacturc of speciality plastic- 
compounds and ma.ster batches. For this 
the company has purchased land at Vasna- 
Chacharvudi, 20 kilometres from 
Ahmedabad. For this project the i-ompany 
ha.s entered into technical collaboration 
with Magnus Rubber Industries. The 
necessaryriw materials arc locally available 
and a small proportion ot the required raw 
materials and chemicals are to be imported 
directly. Commercial production is to 
commence in September. The company i.s 
entering the capital market for purl- 
financing the project with a public issue 
of 38.5 lakh equity share.s of Rs 10 each 
at par aggregating Rs 385 lakh, inclu.sive 
of firm allotments of Rs 92 lakh to NRI.s/ 
FIIs/OCBs and Rs 52.5 lakh to 20lli Century 
Mutual Fund. BOl Mutual Fund and Taurus 
Mutual Fund. The project has been 
appraised by Bank of India and the project 
cost has been estimated at Rs 675 lakh. 


Bank of India has sanctioned a term loan 
of Rs 100 lakh. The i.ssue slated to open 
on May 3 is being lead managed by BOI 
Finance. 

TCI Finance 

TCI Finance, belonging to theTCI-Bhoruka 
Group, is engaged in the business of leasing, 
hire purchase, corporate finance, bills 
discounting, merchant banking, investment 
banking and corporate advisory services. 
The company provides finance under hire 
purcha.se schemes to acquire cars, trucks, 
LCVs, plant and machinery and office 
equipment. The company inve.sts funds in 
securities so as to diversify it.s risks. Its 
corporate finance activity includes 
financing large and .small companies by 
way of inter-corpciiatc deposits and 
discounting of trade bills. The company 
has been categorised as a Category ! 
meichant banker. It also advises on project 
planning and appraisal, capital structuring, 
loan .syndication, and planning of capital 
issues. To meet its growing financial 
requirements the company plan.s to tap the 
capital market with a public i.ssue of 60 
lakh equity share.s of Rs 10 each at a 
premium of Rs 20 per share aggregating 
Rs 1.800 lakh 4)ut i^f which 12 lakh equity 
.sharcsofRs lOcachat apremiumofRs 20 
per share aggregating Rs 420 lakh are 
reserved foi preferential allotment to 
various categories including Indian mutual 
funds, financial institutions and employees 
of the company The unsub.scribed poi lion 
of the reserved shares would be added to 
lhcnetpublicotlerof46 lukhequity shares. 
The issue, to open on May 3, is being lead 
managed by Lloyds Finance and Alpic 
Finance. 


Daikafll Chemicals 

The company is engaged in the manu^ 
facture of di-nitro .stilbene and now 
proposes to expand the capacity of the 
same fronl 120 tpa to 480 ^a, and also 
forward integrate to be manufacture di¬ 
amino stilbebe si-sulphonic acid and 
optical brightening agents. The equipment 
required for the project arc to be sourced 
indigenously and Daika of Japan is to 
provide technical a.ssistancc. The basic 
raw materials are to be imported from 
South Korea. Ti) part finance the project 
the company is entering the capital market 
on May 8 with a public i.ssue of 20 lakh 
equity shares of Rs 10 each at par 
aggregating Rs 200 lakh, with firm 
allotments of 2,77,950cquity shares alpar 
aggregating Rs 27.95 lakh to NRls/OCBs 
and 4 lakh equity sharcs'at par aggregating 
Rs 40 lakh to ICICI. The issue is to be lead 
managed by Fiduciary Capital and Financial 
Service.^. 

Jaidka Foods 

Jaidka Group is an integrated and 
diversified group with mlercsi in food 
processing, hosiery munufucluring and 
trading and export. Jaidka Foods, the 
group’s flagship company, is diversifying 
Its activities and selling up a 100 percent 
ROU comprising spinning and hosiery 
kntlwcai units at Ludhiana for manufacture 
ot wiK)llcn yarn, garments, blankets, etc. 
The proiect has already begun and is said 
to be progressing well. The unit has 
locational advantages due to Us proximity 
to the highway. The entire production is 
to he exported to west Asia, (he US and 
European countries. 


For the Attention of Authors 

The compulsion to limit the size of issues on account of steeply 
rising newsprint and other costs and a sizeable backlog of material 
awaiting publication lead us to request that papers submitted for 
publication be not over 10,000 words, including tables and notes 
and references. 

It is helpful if contributions in word-processed format are 
accompanied by floppy disc copies, in Wordstar preferably. The 
latter will be returned after use. 
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CURRENT STATISTICS ’ SI’iritMearch I^oaii 4 «il»ii 

. . . . . . . . . . . . . . . .. . * . . . . i— . ■,i n ., . Wi.ii 

The buoyancy in (Hecaiiilnl nNirket. promoted by f<ircigfi having inlloiv rather thim «i spirt in (lonieYticjsavin|» hiui tapered ofl EifUity prim are conttnumg 
to fait ^hare martcei turnover haa dwindled^ net poiticdii) mve«t nn.ni by HI x haa thi i^ed to a inc1tl<. and Ireah capital isauea in 1904*95 ao 1 ar have been 
about 40per cent lower than in the previous year The multiple ot pnce^tivearntng (K/Q i elated to the BSE fcnxiiive index ha5 lalten from about SZ in \ 

September 1994 to a more realixtit ^0 «r Money <upp!> and reserve money growth in V/lt-OS was nKiderate due lo reduced net bank erwUt io ^ 

government Foreign lurrency asiiets have uniched S 20 0 billion ^ 

Macroeconomic Indicators 


Index Nwnbeiv <if UhoSexale 
Prtew (1981 82=tlOO) 

WeightA 

A|X 01 




Van At ton (Pcr('ent) 

Poifii lo-fSnnt 




IW 

Ova 

Month 

Over 12 M<»ttths 
l- 4 ies| Previoii 

fiscal Ycai Solar 

V 1995 96 1994 95 

1994 95 

1991 94 

1992 9^ 

1991 92 

All Commodities 

1(X)0 

2K4 6 

0 2 

94 

n ^ 

0 1 

0 7 

100 

108 

70 

n6 

Primary Articles 

^2 ^ 

294 2 

0 1 

117 

12 7 

0^ 

1 7 

n2 

11 5 

10 

15 5 

FckicI Articles 

174 

^18 5 

0 6 

11 4 

52 

0 4 

1 9 

n 1 

44 

54 

20 9 

Non FikmJ Articles 

1(1 1 

U2 7 

-1 1 

M 1 

27 2 

0 2 

1 8 

14 9 

24 9 

-14 

H 1 

Hiel, PoiAvr Light and Lubricants 

10 7 

2814 

0 0 

1 2 

no 

0 0 

0 0 

1 2 

n J 

152 

132 

Manufactured f^odiicis 

57 0 

279 7 

0 4 

9 7 

10 2 

0 0 

0 t 

t( 0 

9 0 

7 9 

126 

P<K>d Products 

10 1 

27^9 

O'^ 

86 

117 

0 4 

uo 

8 2 

12^ 

6 X 

10 2 

Food Index (computed) 

27 5 

'102 1 

0 5 

10 5 
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Capital Market 

Slinre Pike Index 


Apr 21, 
1995 

Month Year 

1995-96 So Per _1994-95 

_End of Fiscal Year_1 
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1 P/E Rnflo (MflnUi Average) 



(Quarter Ending 


End oi Fiscal Year I 



Mar 95 

Feb 95 M«r 94 ■ 

Oa: 94 Sep 94 June 94 

Mar 95 

Mar 94 Mar 93 

Mar 92 Mar 91 

BSE sensitive index 


30.4 

31.0 46.8 

45.8 

51.9 46.8 

30.4 

46.8 29.3 

44.3 19.7 

National index 


34.7 

35.3 46.9 

47 6 

51.2 46.9 

34.7 

46.9 27.1 

41.9 19.1 ' 

BSE Turnover (Rs crore) 






Bill Fiscal Year 


Mar 95 

Feb 95 

Mar 94 1994 95 

1993-94 

1992-93 1991-92 1990^91 1989-90 

1988-89 1987-88 

Specified shares 

841 

883 

2745 1.5412 

62213 

33207 

:r^610 

28863 25212 

17357 6343 

Non-specified shares 

1863 

2204 

2476 51477 

22324 

12489 

17168 

7149 4173 

3206 1570 

Total 

2704 

3087 

5221 66889 

84537 

45696 

71778 

36012 29386 

20563 7913 

Average daily turnover 

142 

162 

249 291 

388 

238 

332 

189 135 

97 39 

No of working days 

19 

19 

21 230 

218 

192 

216 

191 218 

,)2M 203 

Market Capitalisation 





Quarter Ending 

End of Fi.scal Year | 

1 (Last working day) (Rs crore) 

Mar 95 

Feb 95 Mar 94 Dec 94 Sept 94 

June 94 

Mar 95 Mar 94 

Mar 93 Mar 92 

BSE listed comp<niies 


40()000* 

401692<? .305000$ 400000 416966 

398044 

- 344462 

189405 305987 


(31.1) 

(53.8) (31.1) (4.8) 

(15.6) 

(81.9) 

(-38.1) (S.) 

1 100 National index-ba.^ed scrips' 

141263 

145351 146176 160019 169646 

158586 

141263 146176 

73075 112041 



(-3.4) 

(100.0) (-S.7) (7.0) 

(8.5) 

(-3.4) (100.0) 

(-34.8) (198.3) 

1 • Data pertains to’Decemher ^>4 0^ Data pertains to November 94 

S Data pertains to December 93 



Capital Issues 



Cumulative tor 

Full Fiscal Year 

Quarter Ending I 

Dec 94 

Nov 94 

Dec 93 1994-95 

1993-94 

1993-94 1992-93 1991-92 Sept 94 

Jun 94 Mar 94 

1 Capital issues cleared/approved by SBBI 







AmiHint (Rs crore i 

5419 

2083 

1678 16922 

16495 

19810 

21221 

19402 1823 

1205 803 

Number of issues 

Capital Lssues launched 

252 

157 

125 1201 

776 

1217 

1331 

1263 100 

103 135 

Amount (Rs crore) 

1345 

1443 

4375 10906 

18359 

23275 

19825 

5757 1748 

980 1531 

Number of is.«ues 

124 

94 

86 1021 

723 

1112 

1037 

517 148 

97 138 

Inveattoient by Foreign InstituUfinal Investors (Fils) in Secondary and Primary Markets (for each month) 

1 Month No of Read Fils Gross Purchases 

Gross Sales 

Net Investment 

Cumulauve Net 

(1994) (Cumulative) RsCr 

USSmn 

R.sCr 

US $ mn 

Rs Cr 

US $ mn , 

Investment 0 









US $ mn 

Prior to Jan 1994 





.. 

.. 


777.8* 

January 

136 

1288.6 

415.7 

54.0 

17.4 

1234.6 

398.3 

1176.1 

Febniary 

145 

904.6 

291.8 

144.0 

46.5 

760.7 

245.4 

1421.5 

March 

158 

762.4 

245.9 

203.5 

65.6 

.538.9 

180.3 

1601.8 

April 

166 

705.4 

227.5 

198.8 

64.1 

506.6 

163.4 

1765.2 

May 

191 

962.5 

310.5 

160.4 

51.7 

802.1 

258.7 

2023.9 

Jung 

199 

1029.1 

332.0 

274.2 

88.5 

754.9 

243.5 

2348.0 

Wy 

217 

423.4 

136.6 

170.5 

55.0 . 

252.9 

81.6 

2449.4 

Aagait 

222 

539.5 

174.0 

178.1 

57.5 

361.4 

116.6 

2566.0 

Septbmber 

229 

647.4 

208.8 

201.8 

65.1 

445.6 

143.7 

2717.3 

CH^er 

241 

610.8 

194.7 

265.8 

84.7 

345.0 

111.3 

2827.1 

November 

259 

308.1 

98.2 

274.2 

87.4 

33.9 

10.9 

3012.6 

Deceiriber 

259 

363.7, 

115.9 

316.2 

100.8 

47.5 

15.3 

3027.9 

January 

259 

465.0 

153.5 

325.0 

105.5 

140.0 

44.8 

3099.7 

Febniary 

259 

402.4 

128.3 

201.7 

64.3 

200.7 

64.0 

3104.2 

March 

259 

394.8 

127.2 

223.5 

72.0 

171.3 

55.2 

3208.4 

0 Inclusive of late repotting which is not incorporated in the monthly flows * 

RBI has placed it at S 829 million 



fO Siiperjicnpi numerjil deniHeR month to which figure reUteji, e g, superftcrl^ starnb for July, (ii) Figures in brackets are percentage variations over 
the period specified or over the comparable period of the previous year, (iii) — means not available. 
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COMPANIES 
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AU-Round Performance 

ITC, (be largcKt cigarette manufacturer in 
the country, enjoyx a market share in volume 
of 60 per cent. The company has five 
businesses, viz, tobacco ami cigarettes, 
oilseeds, and edible oils, hotels, paper and 
packaging and inremational trading. Ttie 
company has registered a PAT of Rs 206.32 
crorc for 1993-04 which is 32 percent higher 
than in the previous year. Net sales went up 
by 25 per cent and operating profit by 19 
per cent. But for an increase in taxation by 
35 percent, depreciation by 22 per cent and 
a fall in other income by 5 per cent, m argitis 
would have been even higher. Hxporu were 
up by 41 per cent, while foreign exchange 
earnings rose by 69 per cent. Short-term 
loans were down by 4 per cent while bank 
borrowings increased by 6 per cent for the 
year. The dividend declared at 85 per cent 
is 20per centhigher than that for the previous 
year. Earning per share mse from Rs 9 in 
1991-92 to Rs 13 in 1992-93 and Rs 17 in 
1993-94. Return on investment increased 
marginally by 1 per cent for 1992-93 and 
1993-94. Sundry creditors to current assets 
fluctuated at 29 per cent in 1991-92, 31 per 
cent in 1992-93 and 27 per cent in 1993-94. 
Short-term bank bonowings to inventories 
increased from 58 per cent to 80 per cent 
and 88 per cent m the same period. Inven¬ 
tories to sales declined by 5 percentage pt >inLs 
in 1992-93 and by 6 percentage jx>inis in 
1993-94. 

The company continued to invest in hi and 
equity and has gained market shares. Its 
brands continued to be the market leaders 
in each segment. The company's agri¬ 
business oaotinued to do well with its edible 
oil brands fecovding a growth of over 50 per 
cent in the branded consumer pack segment. 
The hybrid seeds business is being 
repoakioiied in the newly formed ITC- 
Zeneca, a joint venture participation with 
Zeneca pic of UK who arc the world leaders 
in hybrid seed technology and research. The 
Welcomgroup chain achieved a turnover of 
Rs 170.77 crorc. Sheraton Towers was 
commissioned at Windsor Manor Sheraton, 
Bangalore and Park Sheraton, Madras was 
operational with good facilities, but Scarock 
Sheraton remained substantially non- 
opcrational due to the bomb blast in 1993. 
In the pap4r division, the modernisation, 
technology upgradation and expansion of 
Tribeni Mill was completed. The packaging 
and printing unit commenced operation in 
February 1994 after a paolonged strike. 
Modernisation and technology upgradation 


programmes were successfully implemented 
in the conversion and coating facilities. The 
focus of the international business division 
continues to be on agri-products and aqua- 
exports. The a)mpany emerged as the largest 
exporter of extraction and .shrimps with shares 
ol 14 per cent and 12 per cent, respectively, 
and the second largc.st coffee exporter with 
an 18 percent share of India* s coffee exploits. 

ITC Global Holdings, ITC Hotels, ITC 
Bhadrachalam Paperboards, SutyaTobacco 
Company and ITC Infotcch an the 
company’s subsidtaric.s and all arc reported 
to have performed well. 

FORBES GOKAK 

Modernisation 

Programme 

Forbc.s Ookak ha.s had decreasing rnaigins 
for the past two years. For 1993-94, the 
company lias .shown mixed performance with 
net sales ri.sing by Rs 21.31 cn»re (11 pci 
cent) Operating profits were down by 
Rs 3.96 crorc (9 per cent) and net sale.s by 
Rs 43 lakh (3 per cent). A 45 per cent 
dividend wa.s declared for the year. Debt 
equity ratio showed a steady decline in the 
past three years. It fell by 6 percentage points 
in 1992-93 and by 10 percentage pc»int.s in 
1993 -94. Harning per share declined from 
Rs 15 in 1991-92 to Rs 14 in 1992 93 and 
Rs 9 in 1993-94. Inventories grew by 16 
percentage points for 1993-94. Expoi i s have 
shown u declining (rend in the past two 
years. Short-term loans were down by 37 
percent while bank loans fell by 11 pci cent. 
The continuation of the modernisation jiro- 
gramme with an outlay of Rs 14 48 ciorc 
for the year led to a higher depreciation 
provision. Bad dcbt.s during the year were 
to the tunc of Rs 216 lakh. 

The technological upgradation of the 
textile division led to iht better performance 
of the division. Severe shortage of domestic 
raw cotton led to high cotton prices. Cotton 
availability was poor internationally also. 
Alteration in excise duty on cotton yarn 
from specific to ad valorem almost doubled 
the levy in value terms. The duty has further 
increased due to hike in yarn prices to 
cover the higher cotton costs. To covet the 
increased cost of production methods like 
setting up of new plants to enhance yarn 
dyeing capacity to 10 tpd from the present 
2 tpd were resorted to. Also a high value 
terry towel project with four computerised 
jacquard looms showed encouraging result.s 
and the company has plans to further increase 
capacity. 


The Patvolk division with its activities in 
.ship broking, tramp vessels and crew 
recruitment has shown satisfactory growth. 
The division has 26 offices in its ail-India 
network, 12 in port towns and 14 in key 
inland locations. 

The Forbes division ha.s four units. The 
.shipping agencies division acts as agents 
for foreign shipping lines. To improve its 
busincs.s prospects, the company lied up 
with a Eumpean freight forward ing company. 
The engineering unit's .satisfaclory perfor¬ 
mance did not compensate for its previously 
sustained los.scs. The communication 
equipment agencies division’.s activity was 
stagnant due to deferment of several telecom 
projects during 1993-94 The division is 
also miirkcting the products of two new joint 
venture companies, vi/., Wandel and 
Goltcrmann and Forbes and Forbes Tinscly 
The optics division is reported to be not 
doing well 

The company invested Rs 42 lakh or 
Rand U activities in 1993 94 Vaiious 
activities lorimprovemcntot pioducts were 
undertaken during the year. 

WOCKHARDT 

Capacity Expansion 

Wockhaidt is engageil in tlie business of 
health care including mannl.Ktunng anrf 
niarkelHig ol phaiinaceuiKaK. bulk diug.s, 
djctic foods, bio-agio product»*' diagnostic 
and therapeutic medical Nrr\ i< f s and bio¬ 
medical pioducts Tile company, originally 
known as Worii Chemical went public m 
1993 Net \ales were up by 6 per cent, 
operating profit by 19 pei cent and net 
piofits by 28 percent. l,a.st year I he company 
had experienced a tall in net profit. An 18 
per cent increase in depreciation was more 
than compensated by an 88 per cent fall in 
interest charge.s Similarly, the fall in non¬ 
operating stiiplus wa.s offset by rise in other 
income. A dividend of 30 per cent was 
declared foi the year. Exports, which 
constitute an important parlof the company’s 
growtii .strategy, vxre down by 38 per cent 
for the year. Having discovered a potential 
.market for baby foods in Africa and 
Bangladesh, the company ha.s now shifted 
its emphasis in exports from bulk drugs to 
other prcKlucts, 

Tlic company installed additional plant 
and machinery at its two bulk drug plants 
at Ankleshwar. It is now setting up a third 
bulk drug and pesticides plan at the .same 
venue. This unit would have a bulk drug 
capacity of 60 tpd and facilities lor 
fonnulationa of pesticides and technical grade 
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The Week’s CompMila 


(Rulakk} 


CrC Forbes Wockherdt Chloride East IndU 


Financial Indicators Limited Goitak _ Industries Hotels 



March 

1994 

March 

1993 

March 

1994 

March 

1993 

June 

1994 

June 

1993 

March 

1994 

March 

1993 

March 

1994 

March 

1993 

Income/appropriations 

1 Net saics 

235217 

187084 

21337 

19206 

14549 

13601 

19889 

18635 

20893 

16133 

2 Value of production 

230576 

187430 

20689 

19597 

14901 

14134 

19390 

19202 

20893 

16133 

3 Other Income 

6859 

7275 

3696 

4907 

3140 

473 

329 

211 

1237 

1266 

4 Total incotne 

237435 

194705 

24385 

24.504 

18041 

14607 

19719 

19413 

22130 

17399 

5 Raw malerials/stores and spares 
consumed 

84408 

65309 

11213 

10745 

8207 

6778 

11076 

11311 

2333 

1948 

6 Other manufacturing expenses 

56073 

48078 

1843 

1616 

1004 

1035 

886 

655 

2742 

2219 

7 Remuneration to employees 

11919 

10064 

3473 

3253 

970 

742 

1956 

1663 

4072 

3429 

8 Other expenses 

36407 

30591 

4281 

4919 

3628 

2498 

2692 

2414 

4900 

4372 

9 Operating profit 

48628 

40663 

3575 

.3971 

4232 

35.54 

3109 

3370 

8083 

5431 

10 Interest 

13119 

13905 

1008 

1394 

68 

586 

1085 

1115 

2373 

2339 

11 Gross profit 

37636 

28288 

30.56 

3016 

3851 

3009 

1908 

2464 

5704 

3064 

12 Depreciation 

2632 

2140 

1146 

973 

345 

290 

304 

282 

904 

784 

13 Profit before tax 

35004 

26148 

1905 

2041 

3.506 

2719 

1600 

2179 

4568 

2091 

14 Tax provision 

14372 

10617 

760 

853 

0 

0 

807 

1059 

407 

208 

15 Profit after tax 

20632 

15531 

1145 

1188 

3506 

2719 

793 

1120 

4161 

1883 

16 Dividends 

10094 

7588 

513 

370 

472 

382 

661 

661 

1025 

640 

17 Retained profit 

10538 

7943 

632 

818 

3034 

2337 

132 

459 

3136 

1243 

liahilities/assebB 

18 Paid-up capital 

12123 

11673 

1245 

822 

1753 

14.53 

2065 

2065 

a094 

2907 

19 Reserves and surplus 

59955 

29664 

12198 

8604 

38564 

11021 

8894 

8869 

39560 

35913 

20 Long term loans 

21433 

13823 

3943 

3684 

551 

1718 

2418 

3341 

13031 

11162 

21 Short term loans 

47154 

49120 

40.59 

6462 

65 

151 

43.52 

2486 

405 

4999 

22 Of which bank borrowings 

43154 

40419 

22.54 

2548 

61 

148 

1711 

2486 

376 

1602 

23 Gross fixed assets 

71190 

.56228 

16298 

13834 

8922 

6533 

10651 

10374 

58781 

57463 

24 Accumulated depreciation 

18183 

15907 

6290 

52.52 

1692 

1351 

4083 

3673 

6863 

5689 

25 Inventories 

48666 

.50141 

7046 

5998 

3808 

3440 

5552 

6623 

1551 

1594 

26 Total as^ts/liabihties 

186445 

145246 

26410 

23728 

43773 

16445 

21.583 

20567 

62900 

60831 

Miscellaneous items 

27 Fxcise duly 

185874 

187002 

112 

23 

590 

761 

6026 

5620 

0 

• 0 

28 Gross value added 

62656 

52164 

7752 

7872 

2470 

4444 

4737 

5493 

12205 

8962 

29 Total foreign exchange income 

100538 

59353 

8716 

9102 

860 

1331 

765 

805 

14591 

10805 

30 Total foreign exchange tiutgo 

14498 

11742 

1142 

2461 

1974 

1090 

1605 

2050 

98i 

1061 

Key financiiil and performance ratios 

31 Turnover ratio (sales to total assets) (%) 

126 2 

128 8 

80.8 

80.9 

33.2 

82.7 

92.2 

90.6 

33.2 

26.5 

32 Sales to total net asset(%) 

167.2 

179 4 

99.5 

98.1 

35.5 

94.8 

112.2 

111.2 

37 2 

29.3 

33 Gross value added to gioss fixed 
assets (%) 

88.0 

92 8 

47.6 

56 9 

27.7 

68.0 

44.5 

.52.9 

20.8 

15.6 

34 Return on investment (gross profit 
to total assets) ) 

20.2 

19.5 

11.6 

12.7 

8.8 

18.3 

8.8 

12.0 

9.1 

5.0 

35 Gross profit to sales (gn>ss margin) (%) 

16.0 

15.1 

14.3 

15.7 

26.5 

22.1 

9.6 

13.2 

27.3 

19.0 

36 Operating profit to sales (%} 

20.7 

21.7 

16.8 

20.7 

29.1 

26.1 

15.6 

i8.r 

38.7 

33.7 

37 Profit before tax to sales {%) 

14 9 

14 0 

8.9 

10.6 

24.1 

20.0 

8.0 

11.7 

21 9 

13.0 

38 Tax provision to profit before tax (%) 

41.1 

• 40.6 ■ 

39 9 

41.8 

0.0 

0.0 

50.4 

48.6 

8.9 

9.9 

39 Profit after tax to net worth 
(return on equity) (%) 

28.6 

.^7.6 

8.5 

12.6 

8.7 

21.8 

7.2 

10.2 

9.8 

4.9 

40 Dividend (%) 

85.00 

65.00 

45.00 

45.00 

30.00 

30.00 

17.00 

17.00 

35.00 

22 00 

41 Earning per share (Rs) 

17,02 

13.31 

9.20 

14.45 

20.00 

18.71 

3.84 

5.42 

13.78 

6,59 

42 Book value per share (Rs) 

53.2 

28.7 

108.0 

114.7 

228.3 

83.8 

32.4 

31.8 

46.8 

35.3 

43 P/E ratio (based on latest and 
corresponding last year’s price) 

16.2 

39 7 

44.6 

0.0 

14.5 

41.7 

20.2 

0.0 

29.7 

41.0 

44 Debt-equity ratio (adjusti^ for 
revaluation) (%) 

33.2 

41.2 

29.3 

39.1 

1.4 

14.1 

36.1 

50.9 

91.7 

110.8 

45 Short term bank borrowings to 
inventories (%) 

88,7 

80.6 

32.0 

42.5 

1.6 

4.3 

30.8 

37.5 

24.2 

100.5 

46 Sundry creditors to sundry debtors (%) 

97.6 

146.4 

103.8 

103.0- 

69.9 

41.9 

24.8 

50.7 

81.9 

85.8 

47 Total remuneration to employees 
to gross value added (%) 

19.0 

19.3 

44.8 

41.3 

39.3 

16.7 

41.3 

30.3 

33.4 

38.3 

48 Total remuneration to employees 
to value of production (%) 

5.2 

5.4 

16.8 

16.6 

6.5 

5.2 

10.1 

8.7 

19.5 

21.3 

49 Gross fixed assets formation (%) 

26.6 

24.0 

17.8 

11.1 

38.6 

16.6 

2.7 

2.4 

5.6 

7.4 

50 Growth in inventories (%) 

-2.94 

11.85 

17.47 

1.85 

10,70 

19.28 

-16.17 

15.42 

-2.70 

17.64 
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chemicals. The IV fluid capacity is to be 
incieased to 100 miUion units from the current 
30 million units. The company also has 
plans to expand its dietic and infant food 
products line. The company launched the 
first enteral nutritional product branded 
Recupex. Since the entire range of IV 
products fall outside the DFCO the com¬ 
pany has been increasing the focus on the 
same. 

Tlie company recently commissioned the 
first phase of its multi-disciplinary R and D 
Centre at Aurangabad. Wockliardt* s R and D 
facilities rank amongst the finest in the 
country, undertaking research in pharma¬ 
ceuticals, bulk drugs, medical nutrition, 
ayurveda products and biotechnology 
products. The department is manned by 125 
scientists. The second phase of the centre to 
be commissioned later will involve research 
on basic drug discovery and will have world 
class infrastructure formedicinal chemistiy, 
toxicology, pharmacology, bicKhemistry and 
biotechnology. The company has the 
distinction of being the first Indian company 
to have successfully commercialised 
indigenous biotechnology research. 

Debt-equity ratio of the company fell 
drastical ly in the past three years from 41 per 
cent in 1991-92 to 13 per cent in 1992-93 
and 1 per cent in 1993-94. Short term bank 
borrowings to inventories fell by 46 
percentage points in 1992-93 and by 3 
percentage points in 1993-94. Harning per 
share fluctuated at Rs 25 in ]S)9] -92, Rs 18 
in 1992-93 and Rs 20 in 1993-94. Raw 
materials consumed to value of production 
rose by 2 percentage points in l^J2-93 and 
by 7 percentage points in 1993-94. 

The company has incorporated a wholly- 
owned subsidiary in Ireland, Wockhardt 
(Europe), to explore avenues for importing 
goods from India and selling them in the 
European and American markets. Wockhaixlt 
International is another wholly-owned 
subsidiary of the company, 

CHLORIDE INDUSTRIES 

Market Share Maintained 

The largest storage battery manufacturers in 
the country, Chloride Industries, has shown 
mixed performance for 1993-94. Net .sales 
increased by 6 per cent (Rs 12.54 crore) 
while operating profit was down by 7 per 
cent (Rs 2.61 crorp), gro.ss profit by 22 per 
cent and net profit by 29 per cent. Tlic fall 
in margins was arrested by a 23 per cent fall 
in taxation, 55 per cent rise in other income 
and a marginal fall of 2 per cent in intei%.st 
charges. The fall in the profit has been at¬ 
tributed to increases in input costs, viz, lead, 
fuel and electricity. Also it had to make 
**prior period adjustments*' of Rs 202.1 H 
lakh. A dividend of 17 percent w&s declared 
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for the year. Short-lcim borrowngs rose by 
75 per cent, while bank borrowings fell by 
31 percent. Expi>rts and imports were down 
by 4 per cent and 14 per cent, respectively. 
The company has maintained its large 
market share of 66 per cent in the original 
equipment market and, in the replacement 
market, sales increased by 16 per cent in (he 
automotive sector. 

Tlie company has plans to increa.se it.s 
capacity by 75 per cent in the next three 
years involving an investment of Rs 60 
crore. All (he three units of the company at 
Haldia, Shyumnagar and Chinch wad arc to 
have their capacity expanded. On the com¬ 
pletion of the expan.sion programme, capacity 
would be doubled to 3 million batteries 
annually as against 1.5 million batteries per 
annum currently. At the Shyamnagar unit, 
the company launched a voluntary rciu-cmcnl 
scheme for reduction of workers from tlic 
present 1,300 U) around 1,000. 

Emphasis is to be laid on special auto¬ 
motive batteries for cars like Rover, Pucgcot 
and Mercedes entering India. The company 
has signed a buyback arrangement with Lunic 
of Netherlands who are to take 86,000 
motorcycle batteries in the first year. It is 
also to set up two more battery units, one 
at Hosur near Bangalore and anotlier near 
Haryana. A collaboration agreement has Ikcu 
signed witli Shin-Kobe Electiic Machinery 
Company oi‘ Japan for production of seal 
lead acid. Tliis type of battery would be 
pnxluced in the country foi the first time. 
Tlie Rs 30 crore plant being set up at Hosur 
is to serve the telecom and power .sectors. 

The company suffered a setback witli the 
disintegration of the Soviet Union since a 
major part of its exports were marked for 
the Soviet Union. 

Research and development expenditure 
was Rs 87 lakh for 1993-94. New pioducl 
development, technology upgraclation, 
pnx;css improvement, import subslitulion 
and development and evaluation of 
alternative raw materials were irnporianl 
activities during the year. 

HAST INDIA HOTELS 

Hospital Project 

Promoters of the Oberoi Group of Hotels in 
India and abroad, Ea.st India Hotel.^: have 
registered good performance for 1993-94 
Net .sales were at Rs 208.93 crore as against 
Rs 161.83 crore. Operating profit stood at 
Rs 80.83 crore (Rs 54..31 croie) and net 
profit at Rs 41.61 crore (Rs 18.83 crore). 
Margins would have been higher but lor an 
increase in taxation by 95 per cent, other 
provisions by 22 per cent, depreciation by 
15 per cent, and intere.st charges by 1 per 
cent. Also there was a fall in other income ' 
and non-operaiing surplus by 2 per cent and | 


78 percent, fc«pcctively. An enhanced divi¬ 
dend of 35 percent was announced as against 
22 per cent in the previous year. Exports 
rose for the year while imports were low. 

Debt-equity ratio fluctuated at 101 per 
cent in 1991-92,28 percent in 1992-93 and 
30 per cent in 1993-94. Short-term bank 
borrowings were up by 6 percentage points 
in 1992-93 but fell drastically by 76 
percentage points in 1993-94. Return on 
investment i*ose by 4 percentage |x>ints from 
5 per cent in 1992-93. Faming per share 
stood at Rs 13 for 1993-94, while it wa.s 
Rs 6 in 1992-93 and R.s 7 in 1991-92. Net 
value added to value of production showed 
a rise of 4 percentage points as against 50 
per cent in the previous year. 

Tlie company has plan.s to launch a hospi tal 
project in New Delhi in collaboration with 
Health Solutions, an Australian company 
which also would have an equity stake in 
the joint ventuie HasI India Hotels is also 
building anew hotel in Kathmandu with 100 
per cent equity participation. To cater to the 
growing demand of business (lavellers, 
the company has been^ working actively 
on the opening of 20 medium-size hotels, 
called Novatcls, in collaboration willi 
Accor of Prance The Novatels, introduced 
in 1993, arc three star deluxe hotels Tliey 
have been said to be wcll-rccicved. Tlic 
company alst> plans lo set up a beach hotel 
at Goa with an iiive.strnent of Rs 30 crore 
Hor this it plans U> tap the euro markets with 
an issue t)f GDRs amounting to US .? 40 
million. 
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COMMENTARY 


The Enron Caper 

P Purkayastha 


The contours of Enron's Dhahol power project are becoming clearer. The 
government of Maharashtra and the union government are to underwrite 
all the risks of the project, provide an average return of over 40 per cent, 
guarantee a 90 per cent offtake by .shutting down notch cheaper 
generation and provide various otherfacilities under threat of penalties. 
Enron will bring in Rs 30 crore, own the plant and have minimal 
liabilities. The Dhabo! project is going to be an albatross round the neck 
of the people of Maharashtra. 


THF Rnmn Papers consisting of the Power 
Purchase Agreement, ihe guarantees and 
counter guarantees provided by the 
Maharashtra and the central governments 
respectively, are now in the public domain, 
thanks to Businessline/Frontline This has 
helped to lift the veil on a deal that should 
never have been kept secret. If the 
Maharashtra government is entering intt> a 
commercial arrangement to buy electricity 
on behalf of the people ol the state, the 
people have a right toknovv at what cost such 
purchases are being made The publication 
of the Hnron papers makes clear why 
the government wanted sf> desperately to 
hide this deal. A cut .stay examination of the 
papers slit>ws dial the ma)oi arguments 
against the hnron deal aic all sul/stantiaied 
by the documents ntnv made publn. 

Let Us lake what has been Ihe most holly 
debated issue - Ihe c(rsts of the pio|ect. Tile 
Hnron papers slu>w' that the Ci>si of the mam 


Tauif 1 ■ Bki aK'Li’oi ('m'Mai C’osis 

{Rs ntne) 


Head 

Rupee 

ro.st 

Rupee 
L(|Uivaieiii 
ol Dollar 
('ost 

'I’otill 

Land 

78.40 


78.4 

furnkey 

construction 

397 

no5.8 

1703.77 

Ihilies 

168.23 


168.23 

Additional 

taxes 

48.00 


48.(K) 

Technical 

Consultancy 


35.20 

35.20 

Misc Fixed 

Assets 

6.4 

44,80 

51.20 

Preliminary 

cxpcnse.s 

62.40 

62.40 

62 72 

Pre-operative 

expenses 

181.56 

365.70 

547.26 

F'ontingency 


160 

160 

Working 

capita] 


87.82 

87,82 

TiXal 

880.8 

2061.72 

2942 


Source: IDBI Table reproduced in FiotUltne 
modified by deleting Developing fees 
of Rs 86-40 crore. 


plant equipment is Rs 610 crore while the 
protect costs arc five limes this amount. The 
cost of Rs 610 crore for the main plant 
equipment is comparable to indigenous 
power equipment cosis - the significant 
difference being that in Indian plants, main 
equipment costs are roughly 60 per cent of 
the total protect costs. Hven if we take into 
account additional financial costs m going 
the private sccti>r route, other costs should 
have been at most equal to the main plant 
equipment costs Tlie total costof the project 


Tari h 2: ( Ai AfiTY DiiABol First SiAOF 

(AmBII'N'I Ratino) 


Lajuipmeiit 

Baseload 

(MW) 

Peakload 

(MW) 

Two frame 9rA gas 



furbine generator 

422.5 

422.5 

One steam ttiihine 

232.7 

200 

One tramc 6B gas turbine 

- 

L'J 4 

Total plant ciipacity 

655 2 

747.9 

('apaeity con.sjdered lor 



commercial purposes 

625 

695 

Margins 

30.2 

S2 9 


Stntitc IDBl’.s Detailed Appraisal Nolo. 
AnnexureXXIV. 


('apiial recovery 

0.709 

folal fixed co.sts 

1.0^2 

Variable () ami M (Rs) 

0.004 

Variable O and M (S) 

0,271 

Annual management fee 

0.016 


based on Rs 610 crore for main eqiwment 
should not have exceeded Rs 1,20(^1,300 
crore - this is what the critics have held all 
along. 

Why do Enron costs go up from R.s 610 
crore to a mammoth Rs 3,000 crore? The 
major chunk of the increaKc i.s in t^c con tract 
Enron has reached with GE and Bechtel for 
the turnkey construction of the poWtr station. 
The total contract value for the construction 
of the project is R.s 1.872 crore, three times 
the value of the main plant equipment! A 
classic case of what the World Bank calls 
a ‘sweetheart deal’ Expressing its concern 
with the government’s policy of a fixed 16 
per cent rate on capital, The World 
Development Report, 1994 had given the 
example of the Indian railway system built 
under the British where mass ive cost padding 
had occurred due to such incentives. GE and 
Bechtel are co-pnwoters of the Dhahol 
Power Project. Tliisexplains the ‘sweetheart* 
deal with GH and Bechtel for the turnkey 
construction contract. It is alwi advantageous 
lor Enron to have higher project costs as the 
fixed guaranteed return on capital would 
translate to even higher profits. Only the 
consumers would lose as they would have 
to pay for all this cost pudding with higher 
power larifis 

The rest ol the costs - from Rs 1.872 to 
Rs 3.000 crore - is the cost of Hnron financ¬ 
ing the ptojcct A number of dubious items 
ol ct)si have already been highlighted in the 
pi css, the most infamous being the 
develijper’s ic'cs by which Enron was to take 
out R.s 86 crore in the beginning of the 
project. Thcdevcloper’s fcc.s included costs 
incuncd by Enj oii towards pi*o jccLs that never 
l()ok oif the ground. In other words if Enron 
develops a h.iskct of pro|ecls, the costs of 
these come luM out of the profits of the 
siiceesstul pixqects hut out of the costs of 


1997 base 


4 per cent 

0,7W 

1.11 

10percent Indian 
iiinatioii. 1993 biise 

0.006 

4 percent U,S inflation. 

1997 base 

0.271 

4 per cent U.S inflation. 

1997 base 

0.016 

$4.63/mjIIionBTU 1997 

L079 

1.372 

2.48 


Fuel 

TiX;il vanahic .'osi 
1 mal cast 


1,079 

\M 

2.40 


Snuite: IDBI table repnnluced in Fionthiie with pnijections using current US and Indian rate 
of inflation 


l Ani I M 

(ks /Kwli, Ba.se L<><ut) 


('apacity Payment.s 


Amouui K.s/Kwh 
(1997 willioui e.scoJalion) 


Kscalalioii 


AnuHinl Including 
LLscalalion (1907) 


Fixed O and M (R.s) 
Fixed O and M ($) 


0. ] 64 10 per cent Indian 0.241 

iiitlatioii, base 

0.1 ^9 4 per cent US innalion. 0.159 
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the 8 ticceMf!ilo 0 eii, Enron alno wanted the 
intmist diargew of iu loan equity to be 
included as a part of the project aists. The 
IDBI finally managed toslaKb Home of these 
costs though they seemed to have escaped 
the notice of the Maharasthra and central 
governments. 

The issue here is not only the undoubtedly 
high prC'Operative costs, development costs 
and various fees levied by Enron on the 
project. The issue is also how Enron is 
leveragingits equity whilepuiting in umeasly 
amount - it is bringing in only 1.5 per cent 
of the total project cost as equity while it 
will own 80 per cent of the total equity. The 
documents show that Enron will bring in Rs 
30crore incash while the rest will be brought 
in through loans. This loan equity will be 
substituted by. real equity during the 
construction phase. Even a cursory 
examination of the financing costs and fees 
paid to Enron during construction makes 
clear that the rest 28.5 per cent equity will 
be generated from the recycled projf ct funds 
itself. This al.so explains the high pre- 
operative costs and the various fees it is 
claiming from the project. And if this is not 
enough. Enron is also allowed to sell off 30 
per cent of its equity before the project is 
commissioned. As the rate of return starting 
in 1997 is 15 percent and goes up to 57.83 
per cent by 2016 (an average rate of return 
of over 40 per cent) and is also guaranteed 
against foreign exchange fluctuations by a 
sovereign gqvcrnment. there is every 
likelihood of a high premium - another 
windfall for Enron. The Enron will make a 
killing before even one MW of electricity 
has been generated. 

The return on equity for the project is 
shown to be 15 percent in the first year rising 
to an astounding 57.83 per cent by 2016 - 
an average of more than 40 per cent. The 
government policy has fixed a return on 
equity of 16 per cent. As the capital recovery 
charge is fixed for the entire duration of the 
Power Purchase Agreement, the 16 per cent 


Table 5: Loss to MSEB due to Power 
Purchase from Enron (1994 as Base) 


Item 

Cost per 
Unit (Rs) 

CiKst for 
Committed 
Amount 
(Rs Crure) 

Enron power ar bus bar 
(97-98 price) 

2.40 

1182.7 

Enron power ar bus bar 
(94-95 pnee) 

2.25 

1108.8 

T and D Losses 

0.40 

197.1 

Wheeling and 
distribution 

0.51 

251.3 

('ost at consumer end 

3.16 

1320 

Current tariff (94-95) 

1.74 

727.1 

Loss to MSEB 

1.42 

592.9 


Note: 4928 million units are assumed to betaken 
off by MSEB - 90 per cent of 625 MW 
base load. The kisses wilt he even higher if 
peaking load costs arc also included. 


rate of return should be compiHed as an 
average rate bf return for the entire period 
and not a rate of return of 16 per cent for 
the first year alone. The government should 
explain why such a violation of policy has 
been accepted for this project. Or is it the 
government'.^ contention that the rate of 
return on equity is only to be computed for 
the first year of project commissioning? 

Tlic other important fact that has been now 
revealed is the government hype about a 


super efficient Enron and its commitment 
for a 90 per cent PLF. Various critics had 
pointed out that a 90 per cent offtake is 
highly advantageous to Enron as the load 
faciqr in Maharashtra is only about 61 per 
cent. It now appears that while MSEB is 
guaranteeing ^ per cent offtake, Enron's 
commitments are far less stringent. The 90 
per cent guarantee is computed on the 625 
MW base load portion of the plant. As Enron 
IS also installing an additional peaking 


Table 4: Costio MSEB. 1997-2016 (1997 as Base ) 
(Rs/Kwh) 


Year 

Fixed Cost 

Energy Cost 

Total Q)sl 

Cost to MSEB 

1097 

1.11 

1 37 

2.48 

3.37 

1998 

1.17 

1.43 

2.60 

3.54 

1999 

1.23 

1.48 

2.72 

3.71 

2000 

L30 

1.54 

2.84 

3.89 

2001 

1.37 

1.61 

2.98 

4.08 

2002 

1.44 

1 67 

3.12 

4.28 

2003 

1.53 

1.74 

3.26 

4.50 

2004 

1.61 

1.81 

3.42 

4.72 

2005 

1.70 

l.XK 

3.59 

4.96 

2006 

1.80 

1.96 

3.76 

5.21 

2007 

1.91 

2.04 

3.95 

5 47 

2008 

2.02 

2.12 

4.14 

5.76 

2009 

2.15 

2.21 

4.35 

6.05 

2010 

2.28 

2.30 

4.57 

6 37 

2011 

2.42 

2.39 

4.81 

6.71 

2012 

2.57 

2.49 

5.06 

7.06 

2013 

•2.73 

2.59 

5.32 

7.44 

2014 

2.91 

2 60 

5 60 

7.84 

2015 

3.10 

2.80 

5 90 

8.27 

2016 

3.30 

2.91 

6.22 

8.72 

Note: Cost to MSEB includes 


(a) Tnuisnussion and duadbution cevst ut 0.51 paise ptr uiui increasing annufilly by 6 peraMit. 

(b) Traiisiiu.ssion and distribution losses at 1 ^.2 per cent 

(c) lndiai\ and US inflation rates as per Table 3. 

(d) Riel cost increase of 4 per cent per annum. 

(e) Foreign Exchange variation not considered. 


Tabi e 6: Gross Outpi ows for Fuei (\)sts and Dividend 

(Rscroie) 


Year 

Fuel 

Outflow 

Oand M 
Outflow 

Dividend 

Outflow 

Dividend 

Per Oni 

Total 

Outflow 

1997 

652 

42 

140 

15 

834 

1998 

678 

44 

189 

20 

911 

1999 

705 

46 

241 

26 

992 

2000 

733 

47 

294 

32 

1,074 

2001 

763 

49 

347 

37 

1,159 

2002 

793 

51 

401 

43 

1,246 

2003 

825 

53 

376 

41 

1,254 

2004 

858 

55 

339 

37 

1,252 

2005 

892 

58 

334 

36 

1,284 

2006 

928 

60 

381 

41 

1,369 

2007 

965 

62 

394 

43 

1,421 

2008 

1,004 

65 

407 

44 

1,476 

2009 

1.044 

67 

421 

45 

1,533 

2010 

1.086 

70 

436 

47 

1,.591 

2011 

1.129 

73 

450 

49 

1,652 

20]^ 

U74 

76 

466 

50 

1.716 

2013 

1.221 

79 

482 

52 

1,782 

2014 

1,270 

82 

498 

54 

1,850 

2015 

1,321 

85 

515 

56 

1,921 

2016 

1,374 

89 

532 

51 

1,995 

Total 

19.415 

1,253 

7,644 

(Average) 

28,313 


4125 


K5X 
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capacity of 70MW, any ahortfall on the haac 
load plant can beeaaily made good by running 
the additional gas turbine kepi for peaking 
purpo^s. The operating cost for the peaking 
cycle will be a I ittle higher than theoperating 
cost of the base load plant but still well 
lK^Iow the Rs 2.40 per unit that MSRB has 
to pay. As there is also a built in cushion 
o{ 5 per cent margin on plant capacity, die 
guaranteed 90 per cent PLF on Knron* s part 
translates intoan actual commitment of only 
79 per cent PLF - a figure that is on par 
with the availability of Indian coal-based 
plants. And it is well known that coal-based 
plants have much lower availability than 
gas-based plants. It may also be noted that 
the additional margin availaf)le (7 per cent) 
in the plant beyond what has been considered 
for commercial purposes makes it po.ssible 
tor Hnron tvo claim Ixmiis even beyond 100 
per cent plant availability. 

The one-sided guarantees being extended 
to Enron are another source of worry m the 
contract. While there arc clear obligations 
onMSEB and Maharashtra gcwemincnl with 
attendant penallicN. there are no 
coiTcspondingot^ligations tor Enn>n. Enron, 
GE and Bechtel aic all operating through 
unlimited liability shell companies located 
in Mauritius The term unlimited liability 
tmly means that nvease Enron defaults, the 
onlyrecixirsc the government and the lenders 
will have will be from the assets of the power 
plant. While the foreign lemicr.s have been 
given guarantees by the governmcnl. Indian 
lenders such as IDBl have nt) such guarantees. 
IDBl has also extended guarantees to EXIM 
Bank of US for the credit that HXIM Bank 
is extending to Riin)n All the financial and 
attendant risks are being taken by MSEB. 
Maharashiia giwernmcnt and the Indian 
financial institutions while the ownership 
vests witli Enron. Tins despite hnron bringing 
in virtually peanuts for the pri»jec( - a 
ridiculous Rs 30 croie. 

Tlic recent Budget has cxempleti foreign 
investor owned profccts tnmi cu.stoms duty 
Apart from penalising tuilher the Indian 
capital goods sector, it is not l lear whether 
this benefit vvould be passed on ti> MSEB 
in terms of reduced power tariff. Tlie 
dix'uments arc rathci ambiguous on this 
count a.s Uicy show that not all the duly and 
tax exemptions will be passed on to MSEB 
If the PPA terms do mit leail to a passing 
iin of this amount through reduced laritfs. 
parliament .should not accept tins proposal 
ol the Budget as it will lead to a lurther gam 
ot possibly Rs 200 crore to Enron. And 
MSEiB will have \o pay an average return 
of 30 per cent on the equity portion oi this 
Rs 200 crore also 

The contours of F.nrt>n*s Dhalxd project 
arc becoming clearer. Tlie government o! 
Maharashtra and the unmn gvwernmcnt arc 
to umlcrwritc all the ri.sks of the project, 
provide an average return i>f over 40 per 


cent, guarantee a 90 per cent offtake by 
shutting down their mm^ cheapergencniUon 
and provide various other facilities under 
thteat of penaltie.s. Enron will bring in Rs 30 
crore, own the plant and have very little 
liabilities. If it reneges, the assets that may 
be available at that time is all Enron is 
accountable tor. For this dubious privilege, 
MSEB will have to shell out about Rs 1,200 
crore in the tirst year of its operation, this 
cost ri.sing cv cry year by 4 per cent on capital 
servicing account, inflation, foreign ex¬ 
change rate variation and increased fuel costs. 

The Dhabi>) project is going to b© an 
albatross round the neck of the people of 
Maharashtra. There is no way that such a 
contract can he operated witliout bankrupting 
the stale. The amount (hat MSEB will have 
to pay Enron in the fiist year of its operations 
IS about Rs l.2(K) ciore. If we take (he 
average price that MSEB realises from llic 
customer and deduct the tran.smissionlos.se.s, 
distribution costs and wheeling charges, 
MSEB will suffer a loss of about Rs 6()0 
crore in flic first yeai of operution.s alone. 
And as the tariff is back loaded, the losses 
will continue to mount over time unless the 


NEWwSPAPEkS m both Pakistan and India 
lollowed distinctive patterns in (heir 
re.spectiveicspKin.ses t(»lhc Indo-Pak Peoples* 
Conference in Delhi. A survey ol the news 
reports, editorials, commentaries available 
till now - covering a period spanning (lie 
tm-lhe-evepiep.ii at lolls, the confei cnee itsell, 
and Its later impact - imlicatcs ceilam 
inlcresiing treiuK in the liinctioning ol the 
press in the two countries. 

Indian PKl:^s 

After ignoring fi>i months the press 
briefings and plc.s.^ hand-outs lelcased 
regularly by the Pre.ss and Liaison Committee 
lc»f the Pakistan*India People's borum for 
Peace and Democracy (borum heremaJler) 
which t>rganised the Delhi conference| on 
the preparation- lorthecimfcrencc. the Indian 
press finally woke up to the event only after 
the foreign media began to cover it. It may 
be recalled that m Ntweinber last year when 
following a meeting in Delhi. Mubashir 
Hasanrepre.sunting the Pakistan non-olTicial 
side, and Nirmul Mukerji rcpresciumg lus 


ccHiKumers* tariffs arc raiacd dramatically. 
There are some indications that MSEB is 
already working towards this and sharp 
increases in tariffs arc in the offing even after 
the steep rise that has already been effected 
last year. Clearly, if the second ^lase of 
Enron also goes through, the people of 
Maharashtra will pay a vciy heavy price 
indeed for their power. 

Wc do not believe that this deal struck 
behind the back of tlie people in Maharashtra 
can be salvaged without a heavy dram on 
the resources of Maharashtra and the nation. 
The only solution lie.s in terminating this 
deal and taking over the existing assets Of 
Dhabol Power Coiporulion. Whatever 
termination charges aie involved, they would 
be much smaller than the losses that MSEB 
will incur even in the first year of its 
operations. Tlic second pha.se should be 
scrapped immediately. With the take over 
ot Dhabol Power Corporation, the project 
can Ixj restructured to be a peaking duty 
station rather tlian a base load one. If im(x)rted 
diesel is to be the feed sU>ck, it is preferable 
to use It for peaking duty rather than for 
base load purjx^ses 


Indian counterpart, released a copy of Uie 
Delhi Declaration (an important documem 
which together with the Lahore DccUiation 
i>l September 1994 formed the ma|oi basis 
of the Febiiiaiy 1995 Delhi Conference) at 
a pres,^ conference, tew among (he 
newspapers who ailendcd ii. cared to cover 
the event in their newspapers. 

This initial indifference followed the same 
pattern which wc have i^bscrvcd in the past 
m Its response ti^ reports by non-official 
Indian human lights groups exposing 
atrcx;ities by security forces m Ka.shmii. 
After igiuM ing such lepoi ts - or even taking 
a ho.stile siance lowanls these groups -Indian 
newspapers later jumped on to the 
mlernaUoaal media bandwagon only after 
foreign organi.sationsexpo.sed such atrocit)e.s 
biimght them to world atlcnluxi In the recent 
La.sei>I the Paki.slan-Indiapcople-lO'pcople 
meet also, the initiul tendency of the Indian 
lournulists to uiuiciestimate the efforts of 
non-officiul groupsonce again indicates their 
failure to recognise the news valucof a non¬ 
governmental attempt lo influence official 


Pakistan-India Relations 

Changing Perceptions 

Sumanta Bann«rji 

The press coverage in India and Pakistan of Indo-Pak Peoples’ 
Conference reveals biased yet chan^in{i perceptions of the opinion-makers 
of the countries. 
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poiiciefl in both India and Pakistan towarda 
a solution of major problems that effect 
Pakistan-India relations. One hopes that the 
owners of the Indian newspapers and their 
editors (who are expected to assert their 
independent judgment in the coverage of 
news) take lessons from their recent lapses 
and learn to decipher future possibilities in 
(^oits likethepainstaking preparations made 
by both Indian and Pakistani groups of 
concerned citizens since dieir first meet in 
Lahore in September 1994, followed by the 
Delhi meet in November that year, and 
culminating in the biggest-ever conference 
of non-officiai Indian and Pakistani groups 
and individuals in Delhi on February 24 and 
25, 1995. 

It should however be acknowledged (bat 
the Indian press made amend.s by extensive 
coverage of our conference during the two 
days -- by reporting the debates in the open 
sessions, interviewing delegates from 
Pakistan, cairying editorials, and special 
article on Indo-Pak relations in the context 
of the conference. Among those interviewed 
fhim the Pakstani delegations were, Mubashir 
Hasan (Pi^er, March 1,1995). 1A Rchman 
{The Times of India, February 25. 1995), 
Justice Dorab Patel (National Herald, 
February 25,1995) and Abid Ha.san Minto 
(The Times of India, February 25, 1995). 

The editorials by and large strike a positive 
note. The Times of India of February 28, 
1995carried an editorial entitled *On Talking 
Terms', which welcomed thcoutcomeof the 
conference by stating. "In a situation where 
interaction at the diplomatic level has all but 
broken down, exercises like the recently 
concluded India-Pakistan people-to>people 
dialogue will serve in some small measure 
to keep channels of communication open". 
It adcM: "While it is Ux> early to expect any 
concrete results from the dialogues, hopes 
that the governments of both countries will 
heed some of the suggestions made would 
not be misplaced". The Pioneer editorial of 
February 27, felt: "...for whatever they are 
worth, the conclusions of the New Delhi 
session can be .safely deemed to he the 
mandate of the peoples of the two countries". 
The Mainstream editorial of March 4, 
referring to "enthusiasm generated by the 
two-day Indian-Pakisan People's 
Convention", said: "...one may venture to 
say that while at the official level the 
governments of the two countries have been 
drifting to an eyeball-to-eyeba 11 acrimony, 
the popular mood Is veering round towards 
a relationship of friendly neighbourhood". 

Incidentally, when the conference was on. 
a section of the Indian press projected it as 
being held under the "blessings from South 
block" (TTie Hindu, February 25,1995), and 
quoted the foreign secretary K Srinivasan 
claiming (he conference to be "track two 
diplomacy". Tl^ was a malicious attempt 
made by the government to hijack the success 


of the conference. Since such in official 
claim could have had placed delegatea ripm 
Pakistan in a difficult position {they were 
already being denounc^ as 'Indian agents' 
by sections of the Pak media and political 
circles), the Forum immediately issued a 
press statement dismissing thoofficial claim 
as "misleading and false". Needless to say, 
the Indian national press ignored (he rebuttal. 

The Indian newspapers also highlighted 
what had appeared in the Pakistan press 
before and during the Delhi conference. 
Under a four column heading * Pakistan media 
assails dialogue'. The Times of India of 
February 27 quoted Pakistan newspapers 
like Nation, and The News, which feared that 
such a dialogue would hurt their country's 
foreign interests and warned the Pakistan 
delegates against attending the conference. 

Pakistani PttEss 

If we turn to the reactions of the Pakistan 
press, one observes a distinct change in the 
tone of the newspapers from the pre- 
conference days. Earlier, on the eve of the 
Pakistani delegates' departure for Delhi to 
attend the conference, a virtual tirade was 
unleashed against them and their hosts in 
Delhi by the Foreign Office, the Jamaat-e- 
Islami politicians and even the Newspaper 
Editors* Council [which urged the Journalist 
members of the delegation not to go to India 
(TheNews.Fchruary22, 1995). Tlic Pakistan 
newspapers highlighted these views and fears 
which ranged from denouncing the Pakistan 
delegates as agents of RAW (alleged by 
prominent Kashmiri leaders of Pakistan 
(Pakistan Times, February 22,1995) to (lie 
apprehension that such a visit would be ill- 
timely and send the wrong signals (Foreign 
Office statement - The News, February 22, 
1995). The common argument voiced by 


all the critics was that the paiticipadoii of 
the Pakistandelegates in the Delhi conference 
would go to the advantage of India because 
it helped to detract international attention 
from happenings in Kashmir. The Muslim 
of February 22, in an editorial entitled, *The 
pitfalls of Track-2', expressed this mood 
when it referred to the presence of many 
inexperienced "totally green" members in 
the Pakistan delegation, and said: "It can be 
quite damaging. ...Whatever our unofficial 
diplomats - the hardened ones as well as the 
greens - say in India will immediately be 
in public eyes. They may have thus taken 
on something they cannot handle." It then 
added; "If irin any way compromises Pakis¬ 
tan's stand on Kashmir, itmay be quite harm¬ 
ful." Two days later, the Pakistan Foreign 
Office came out with the statement repeating 
the same .sentiment; "...the timing of the meet¬ 
ing was not proper as it was being held when 
Kashmiris were being brutalised in India 
held Kashmir. This will be used by the hos( 
country for its image-building and pro¬ 
paganda." (The News, February 24, 1995). 

But even in the midst i)f this spurt of media 
and official indignation on the eve of the 
conference. The New^ came out with an 
editorial entitled ‘Let the G-l()() be’ on 
February 2.'!. where it described the 
apprehension.s as “exaggerated" since the 
members of the delegation were famous 
intellectuals, former bureuuciats and 
responsible people and it would be "absuid 
to Uiink that they would go to India to do 
something so irresponsible that it would huit 
the interests of the Kashmiris or damage 
national interest." It concluded with the 
words: "An even bigger reason why the 
group should be spared unfair criticism is 
that Its journey is actuated by the noble 
desire tosee peace prevail in the subcontinent. 
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For the hardened politiciunK. bureaucrats 
and the soldiers on botli sides of the border, 
ihis may be an idle hope, u lost cause, and 
a failure fpretold. But for the teeming millions 
in die two countries whose future has gone 
to the dogs of war. this represents a worthy 
attempt to change their lives for the better/' 
From February 27 onwards (i c, after the 
end of the Delhi conference) the Pakistan 
press displayed a change towards a more 
positive note. In an editorial entitled. ‘A 
Sane.Message*, The Frontier Post (February 
27, 1995) felt that the Foreign Office 
apprehensions *'scem to have been without 
cause", and dismissed reservations expressed 
by others as "factually incorrect". It pointed 
out in this connection that it was not die 
Indian government - as held by .some critics 
- that had hosted the convention and paid 
the air fare of Pakistani participants, but the 
non-official Pakistan-India Peoples’ Forum 
for Peace and Democracy, which sponsored 
the convention in Delhi and that the Pakistani 
participants paid their own airfare. It added: 
"...dialogue and interaction l)etwecn die 
peoples of the two countries should not be 
seen as a hindrance It can only help". The 
Dawn, which had curlier highlighted anti¬ 
convention views carried .in article by 
Askari (who attended tli^Delhi meet) in its 
March 1 i.ssue, which gave a.sober analysis 
"It would be presumptuous for the parti¬ 
cipants of the convention to believe that they 
were able to accomplish a great deal. 
However, the participants could claim, with 
a sense of satisfaction that they look a 
crucial first step and succeeded in opening 
up an avenue of bilateral dialogue which 
had Iwen left unexplored.*’ 

On February 27. Pakistan Tunes carried 
an interesting news quoting the JKLF 
chairman, Amanullah Khan, who welcomed 
the convention and .supported almost all die 
15 recommendations adopted by the 
convention. Another interesting sidelight on 
Pakistani thinking was provided by a delegate 
Brigadier (retd) A R Siddiqi. who sent a 
despatch from Delhi to The Nation describing 
his reactions to Shy am BenegaPs film 
Afommo which was shown at the inauguration 
of the conference. The Nation published it 
on March 2, 1995. While describing the 
conference as a "worthwhile exercise", he 
however took exception to tlic filmmaker’s 
attempt to *over-capitalise on theme of 
indigenous roots in terms of the incident of 
birth*, which he felt struck at the "very 
conceptandreolity of partition", in the present 
context of Indo-Pak relations. Referring to 
the pre-partition' India-born Mehmood 
Begum’s nostalgia for her home country, as 
projected in the film, he felt that it "reflected 
unflatteringly on Pakistanis seeking refuge 
with their relatives in India”. He concluded 
his article with the following advice for his 
Indian hosts: "The one important thing for 
our Indian friends Co bear in mind, and 


scrupulously observe is toeschew their strong 
unfortunate urge to achieve too much too 
soon. The physical divide between the two 
countries is inviolable and permanent. Our 
borders are as sacrosant (sir) as those between 
any other two independent and sovereign 
countries", and added the warning, **Much 
as one would like to support an India-Pakistaii 
peace process, it is difficult to sub.scribe to 
the Indian impatience in pu.shing it too hard 
before even getting it under way. This, 
combined with Pakistan's.hypersensitivity 
in regard to India* s pernicious mind.sct about 
Pakistan’s *rai.son d'etre*, more often than 
not. tends to devalue, if not completely 
undermine any such exercise". 

Clearly, in the post-conference period, the 
Pak istani media and commentators appciued 
to move from the ealier suspicious attitude 
biirdering on hostility, toward.s a variety of 
views that ranged from cautious optimism 
and friendly warnings to .sympathetic report¬ 
ing of the two-day conference and editorials 
and commentaries on a positive note. 

Most of the new.spapers gave faithful 
reports of the daily pnx:eedings of the 
conference, highlighting in particular the 
views expressed on the Kashmir issue. While 
The News (February 25, 1995) carried its 
report under the three-column headline, 
‘Dclegale.s at Delhi amventionseck peaceful 
Kashmir sidution’. The Pakistan Observer 
of the same date entitled its report us *Indo- 
Pak peace-makers rap HR violations in 
Valley’. Covering the concluding .se.ssion. 
The News report (February 26, 1995) chose 
the headline,' 1!)elhi convention for people 
based Kashmir .solution’. Obviously, the 
Kashmir issue was the top-most in the 
perception of the Pakistan journalists who 
covered the conference. 

But, some of the Pakistani commentators 
went beyond the specificitie,s of the Kashmir 
issue and discovered a new turning-point in 
the Delhi conference in attempt.s at 
normalising relations between India and 
Pakistan. In The News of February 28 for 
inst ance, Inay aiu llah made several important 
observations which arc wortli quoting at 
length. Explaining the rea.sons for welcoming 
the Delhi convention, he said. "Given the 
rigidity and inflexibility in ritualistic 
negotiations between the two governments, 
which so far have not yielded any peace 
dividend, the dialogue may open up new 
channels of communication.^ leading to 
peaceful co-cxistcncc between the two 
countries, and contribute to the reduction of 
sense of insecurity of 12 crore Muslims of 
India whom Pakistanis owe a special debt 
of gratitude for suffering the consequences 
of the creation of Pakistan." He tlien 
explained the relevance of the conference 
forhisowncountrymen.'...Pakistanicitizens 
have greater need to participate in such 
dialogues than their Inclian counterparts. 
Indo-Pak conflicts are disproportionately 


more costly to them and theirco-rdligionists 
in India". Turning to the ][ndian Muslims 
again, he added, ‘Tlic partition of India and 
the creation of Pakistan did not end the 
conflict between the Hindus and Muslims 
as the founder of Pakistan had hoped. Within 
India, Hindu-Muslim communal conflict 
persisted. Partition tilted the balance of power 
in favour of the Hindus who became 
numerically still larger and controlled the 
Indian state It weakened the economically 
more impoverished Muslims who became 
numerically smaller and lacked access to 
state...". And, then he nailed both his 
government and the Indian counterpart: 
"...both Indian and Paki.sianirulers and vested 
interests that dominate the two states are 
incapable of adopting a critical perspective 
on vital issues and exploring new solutions 
and adopting new appn:)aches. Tlieirfrcedom 
is also limited, even if they wish to pursue 
alternative routines, by the hypnotic effect 
of their own rhetoric, by forces of revivalism 
in both the countries...". Inayatullah’s 
concluding remark.*? rellect succinctly the 
same hopes and concerns that the members 
of the Forum ;?hare: "... the road to peace 
between the two countnc.s is not through the 
capitals of the two countries, that is the 
political and state machinery, but through 
the pcoplc-lo-people dialogue which the two 
states understandably do not want to 
encourage but fortunately are unable to 
control." 

Let us add a lootnote to this account«of 
press reactions to the Delhi conference in 
both India and Pakistan. While the Indian 
mainstream press highlighted the hostile 
Pakistani official and political opinions that 
were displayed in the Pakistan press on the 
eve of the Delhi conference, curiously enough 
none of the ma|or Indian newspapers till 
today has caied to quote from the pc^sitive 
editorial and commentaries that have been 
carried by Pakistani newspapers at the end 
of the Delhi conference. 

By failing to take account of the changing 
al titude towards the Delhi confbrence among 
the Pakistani public, as reflected in their 
newspa^rs. the Indian pres.s continues to 
allow its readers to remain stuck with the 
earlier impression of an anti-Indian Pakistan 
stereotype that it created by highlighting 
only those Pakistani press reports which 
quoted the belligerentreactions of the Foieign 
Ministry and Jamaal-e-Islami. While 
welcoming the Indian media’s belated 
recognition of the importance of the two- 
day Pakistan-India people-to-peoplc 
dialogue in Delhi, we fear that the Indian 
press after its fairly extensive coverage of 
the conference and .sympathetic editorials - 
is again relapsing into its conventional role 
of ignoring the alternative voice.*; of sanity, 
reason and friendly a.spirations that appear 
to have gained .support in Pakistan following 
the Delhi conference. 
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Custodial Death and Police Firing 

A Ihle ofHwo Cities 

A death of a youngster in a police ussault in Delhi brings to fore the 
prejudiced approach of the law-enforcing agencies towards the urban 
underprivileged. 


EIOHTKEN-ycar-okl Dilip had ct>mc to 
Delhi from Allahabad to sec the republic day 
celebrations in January this year. He was 
slaying with some relatives in Shaheed 
SukhdevNagar.aihuggi-jhompri(JI)cluster 
adjoining *D’ bhKlcof Ashok Viharin nordv 
west Delhi. On the morning ol January 30, 
Dilip was l>eatcn, kicked and forced lo run 
around and squat by cimsiablcs of Delhi 
police. Dilip collapsed and died 4)11 (he spot. 
At around 9.30 a m, the police returned with 
heavy reinforcements and attempted to 
remove the lK>dy. Angry residents i>f the 
basti refused to let the body be removed until 
u political leader or senior (d'ficial anived. 
By the lime the ACF (norili-wcst) an ived, 
the atmosphere was tense. A.s the police 
continued trying to remove the body, the 
residents began pelting stones Tlie police 
opened fire. Tliree people died in the firing. 
Another per.son died later because ot injuries 
sustained in the firing. Among the injured 
was a woman who had given birth to a child 
a month ago. A bullet hit her inside her 
home. The police draggeil out people and 
broke down doors. A total oi' 123 people 
were arrested and taken to the Ashok Vihar 
|:K)lice slatiion. Many of them had just 
returned from their shift duties at the nearby 
Wazirpurindustrial area vSevenicen injured 
residents were admitted to Hindu Kao 
hospital. Seven were discharged on the same 
day. One person died on February 2. Ten 
days later seven people were still in hospital. 
Tlie injured policemen, on (he other hand, 
were admitted to a private hospital in Ashok 
Vihar. 

At.lBI H)R CklMh 

A case of causing death due to rash and 
negligent action (emphasis added^ under 
Section 3()4(a) FPC was lodged against the 
constable involved in the killing of Dilip. 
The 123 people arrested have been released 
on bail. The government announced an 
interim relief of Rs 20,000 to Dilip* s family. 
A sum of Rs 10,000 has been granted to the 
families of each of tlie other three persons 
killed in the firing, and Rs 2,000 to each of 
the seven persons who were grievously 
injured in the firing. An SDM inquiry has 
been ordered into the death of Dilip. An 
inquiry has also been ordered into the entire 
incident. Tlie special executive magistrate. 


S P Aggarwal, is due to submit the report 
of this inquiry to the lieutenant governor. 
Dc.spitc protest and public demand, a judicial 
inquiry was n«>i ordered. 

Tlie additional commissioner of police 
(northern range) PS Brar in an interview 
to tlie press reiterated the position taken by 
senior police officials we spoke to at Uic 
Ashok Vi liar police station. He tie! ended the 
firing as an “inevitable” and necessary 
intervention in a conflict between the 
“haves” (the residents of Ashok Vihar) and 
the ‘have-nots” (the jhuggi-dwclleis) 

‘ Sovuicr or later (his clash had to happen”, 
said he). Accoiding to him the police hred 
to prevent the jhuggi-dwellerN Irom 
attacking and looting the residents of 
Ashok Vihar 

This argument rests on Uic fact that there 
was tension lielweeii the residents ol Ashok 
Vihar and Shahccil Sukhdev Nagar. which 
crystallised around the use ol the park 
separating the (wo colonies. The park had 
been developed by (he Delhi Development 
Authorities (DDA) for the residents ol 
Ashok Vihai. The latter re.sente(l not only 
that (he II dwellers used this paik (or 
purposes ol detecation. but also that they 
used it for easy access into Ashok Vihar. 
The residents welfare association of Ashok 
Vihar filed a petition in the Delhi High 
Court, and the court then ordcreil the park 
to be walled and guarded against use by 
the JJ dwellers. 

Tension over tlie u.se of the park still docs 
not explain, however, why a boy had to be 
beaten to death for venturing into the park. 
Further, residents of Ashok Vihar themselves 
admitted that the JJ dwellers wer^i not intent 
on looting Ashok Vihar. While some 
windows may have been broken in the 
stoning, there was neverany attempt to loot. 
The humiliating torture and murdcrof Dilip, 
and the indiscriminate firing by the police 
on the morning of January 30 in which four 
others died, were not inevitable. These events 
demonstrate the arbitrary and ruthless power 
of the police to humble those who question 
(his very power. 

Die police story attempts to shift the focus 
from the custexiial death to tension between 
two groups of people. Their argument is 
roughly as follows: Slums have grownjn 
Delhi: it is not possible to provide amenities 
to slum dwellers: therefore, tensions arc 


inevitable; and the police who are not 
responsible for such a situation are forced 
to intervene to preserve law and order. This 
is an untenable position: the stoning was 
directed not at Ashok Vihar but at the police, 
in anger and protest against Dilip’s death 
and the police's .subsequent handling of the 
situation. The emphasis of the police on 
social tension is only a strategy to deflect 
attention from the custodial death for which 
they are responsible. 

Lacunae in Plannin4j 

Government agencies frequently explain 
social tension in the city as a result of the 
growth of the city, and therefore, contests 
over access to limited civic amenities. It is 
true that the city has grown enormously. 
According to the 1991 Cen.sus, the population 
of Delhi was 94.21 lakh. The density of 
population is 6.352 |)crsoiis per square 
kilometre, which is ilic liighcst in the country, 
About hall of this population lives in 
substandard living arcus: in notified slum 
areas. IJ clusters, JJ rcscttlemcfit colonics, 
and slum leliabilitation colonies. Such 
conditions are indicative ot (he inequitable 
disirihulion ol resources, because the 
4>vcrwhclmiiig bulkol civicinlraslTUclureis 
now available for the other half of the city’s 
jx^pul ation. The decennial populatuMigrowtli 
I ate between I9K0-K1 and 19^)-91 was 51 45 
pel cent. This growth lia.s taken place both 
III jliuggi clusters (Table 1) and in other 
colonies. Tlie grt^wlli rale in ihuggis however 
IS about eight limes the overall growth rate 
t>f the city. 

Given these slatislics, it is obvious that 
the slum segment of Delhi’s jKipulation is 
growing tlie most. The growth of jhuggis 
from 1977 to 19S6 is indicative of the large 
influx of ctmstruclion labour into the city 
during the construction boom around 
Asiad ’K2 aii(J after. In 19H7. a survey which 
covered literacy levels, occupation patterns 
andmonthly income levels (Table 2) revealed 
that only 1.18 per cent of households had 
any savings Another estimate of income 
levels can be derived from the minimum 
wages determined by the Delhi government. 
’ The current minimum wages per month for 
skilled workers is Rs 1,919 and for unskilled 
workers Rs 1,495. It is obvious that the cost 
of housing and accommodation is external 
to (he calculation of these wages. Further, 
the government agencies themselves admit 
their powerlessness to enforce even these 
minimum wages. Many factories and small- 
scale production units operating in Delhi 
work entirely outside the gamut of the law 
and the minimal safeguards it provides. It 
is not the simple fact of migration then, but 
income levels which decide where a 
newcomer to the city is to live (emphasis 
added). 
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Table 1 : JmtcKiis in Dblhl 1951-94 


l^rK i)F Civic AMiiNiTiBS 



Source: Slum Wing, Delhi Adinimsiratioii. 

The Wazirpur iiKlustrinl area belongs to 
the category of lighi iiulustrial estates 
under the Delhi master plan, in which 
only group 1 industries are permilled, 
le (a) cotton, wool, silk and synthetic 
fibres, textile products, and (b) turnilure. 
fixtures, other wood and paper products. 
It IS estimated that over KO per cent of the 
factories ojxrating in the area di> not belong 
to the permitted category, and are 
unauthorised - mostly units manufacturing 
steel utensils, and some electr<uuc 
components. 

Tlie nature of industrial growth has l>ecn 
such that plots all(x:ated fora certain number 
of factories have been rebuilt many limes 
over and house tar more than the permitted 
number of industrial units, which means 
that the number of workers in tlie industrial 
area is much higher than envi.sagcd in the 
master plan. The infrastructure of the 
industrial area -* electricity, water supply and 
drainage - is stretched to the limit. Sewers 
from the factories which arc normally meant 
to open out at Azadpur. arc perpetually 
choked. Wastes are sometimes disgorged on 
the landnearby. This i.s Uic place where most 
of the labour working in the Wazirpur 
industrial area lives. Chandrashekhar Azad 
colony, Udham Singh park* and Shaheed 
Sukhdev nagar (where the firing took place) 
are three jhuggi clusters which provide labour 
for Wazirpur. 

Not only arc the residents’ wages 
inadequate to get them accommodation 
anywhere else, there is no living area 
envisioned at all for workers in Delhi's 
industries even in the master plan. Thus* the 
residents of Shaheed Sukhdev nagar are 
trapped in a situation where more than a 


right to basic amenities the question is 
where they arc expected to live The 
problem is therefore t)ne of population 
growth and the inability of the government 
to cope. The lack i>l accommodation in the 
planning process for Delhi's industrial 
labour reveals certain fundamental political 
biases because the development proces.s 
itself favours certain sections of society 
<wer others. 

So, whether they work as lalx'iur in 
Delhi’s industries, orcl.sewhcre, the section 
of the population living near, at or below 
the minimum wage level, ends up in JJ 
clusters on public land owned by various 
government agencies. And both the rising 
cost of transport within the city, and long 
working hours force the laboui to live right 
next to their factories. In the Wazirpur 
industrial area, for instance. Shaheed 
Sukhdev nagar and Chandrashekhai Azad 
colony have come up on land which belongs 
to the railways, which makes the J J dwellers 
cncroachcrs on public land. So breaking 
the law becomes a pre-condition lor their 
.survival in the city. 


It is in this context that JJ clusters kept 
growing in the city, mainly around 
industrial areas and construction sites. Up 
to 1976, government p<jlicy on squatter 
settlements emphasised the relocation of 
tliese families by giving them grants of 
land. The si/c of the majority of ploi.s was 
21 square metres. Between 1961 and 1976, 
2.4 lakh familic.s were given plots and 
rc.setlled in 46 JJ rc.sctlleinent colonies 
all around the borders of the city 
” Jahangirpuri, Mongolpuri, Dakshinpiiri 
and Secmapuri, and .st> on. By 1977. only 
about20,0()0 families were left in JJ clusters 
in Delhi. Resistance to forcible resettlement 
during the Bmcrgcncy (again, because of 
the cost of transport and long working 
hours) brought about a change in the 
government’s policy. Between 19K() and 
1985, the cmphasi.s shifted to improving 
and upgrading existing squatter settlements 
by providing ba.sic civic amenities to them, 
with the consent of the landowning agency. 
Around 1987, the HIJJ scheme (environ¬ 
mental improvement of JJ clusters) was 
introduced. The scheme was meant foi 
those areas Where the landowning agency 
wa.s not prepared to give up its claims to 
the land. The unfavourable altitude of the 
landowning agency means that even 
fewer amenities can be provided to these 
clusters.' 

Shaheed Sukhdev nagar is one such 
colony. Here the railway ministry is averse 
to any permanent construction coming up 
on its land Inlrastructure inside the basti 
IS therefore minimal There are primary 
schools in the Wazirpur industrial area, 
and a govcrnniciit school in Ashok Vihar, 
which the children from the basti attend. 
The nearest dispensaries and hospflals are 
ill Azadpur and Ashok Vihar. A fair price 
shop IS in Ashok Vihar. Cramped living 
cimditions inside the basti are nol only 
unhygienic, but also unsafe. Fires are 
frequent. On February 14, this year, for 
instance, 12 jhuggis were gutted and one 
young girl died 

As unauthorised settlers on government 
land, however. JJ dwellers have little conln^l 


1'adlb 2: Income ani> Oa'i'i'ATioN op J Huor.i Residents 


Family Monthly Income 

100-200 

200-.50(J 

500-700 

700-1000 

Alwve 1000 

Delhi 

o,:t 

8.8 

50.5 

28,9 

11.6 

C Azad Colony 

0.2 

9.3 

49.4 

31.5 

9.6 

U Singh Park 

0.1 

5.4 

44.6 

40.6 

9.3 

Sukhdev Nagar 

0.0 

6.0 

63.4 

26.2 

4.4 

Occupation 

Ma/doon 

Kangari 

Service 

Business 

Unemployed 

C A Colony 

19.0 

10.0 

29.4 

9.5 

31.7 

US Park 

20.6 

11.2 

20.3 

8.7 

39,1 

S S Nagar 

12.1 

4.0 

33 

8.1 

• 40.8 
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Source: Survey undertaken by the Slum Wing, Delhi AdnunKstraiion, 1987. 
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over the facilitieit given to them. ItiR up to 
the Squatter Upgradation and KeKcttlment 
(SUR)departnient to decide which of its 
schemes will apply to a given cluster The 
provision of infrastruciure by the Slum Wing 
is decided by both the availability of funds 
and the attitude of the landowning agency. 
Meanwhile, since the emphasis of 
government policy has now shifted, to 
‘‘environmcnital improvement** rather than 
relocation, the JJ dwellers of a cluster are 
caught in a cleft-stick, where neither the 
provision of adequate facilities norrekKation 
is possible. 

The slum wing provides one tap for every 
100 jhuggis, and one toilet seat tor every 
25 jhuggis. It admits that one toilet seat 
ought to be provided for every 7 jhuggis. 
However, in Shaheed Sukhdev Nugar there 
arc no toilets for 5,000 families. The slum 
wing cites a combination of lack of space 
and the reluctance of the railways as the 
cause. The nearest latrine complex is in the 
iJ cluster near the Tool K(K)m Training 
Centre in Wazirpur. which has 60 toilet 
scats. A non-governmental organisation, 
Sulabh, provides three etimplexes tor the 
entire area, and also charges basti-dwellers 
for the use of its facilities. The jhuggi- 
dwellers arc thus not only economically 
underprivileged, they are also provided the 
barest minimum of civic amenities, and 
that too, not as a right. Their living 
conditions constantly declare and reinforce 
their underprivileged status. This is the 
real failure on the part of the state - failurtr 
U) provide the basic living wage, 
compounded by failure to provide 
infra.structure. 

Since tiie facilities available inside the 
baKti are thus utterly inadequate, the jhuggt- 
dwellers simply found it more convenient 
to use the nearby park for defecation. And 
since ration shop, .schools and hospital are 
in Ashok Vihar, they also use the park as 
thoroughfare for easy access into Ashok 
Vihar, rather than go around the park, a 
route longer by about two km Therefore 
they resisted any attempt by the residents 
of Ashok Vihar to have a boundary wall 
put up around the park, which would bar 
them from an entry into Ashok Vihar. 

Jaundicbd Inquiry 

Ashok Vihar and Shaheed Sukhdev^iagar 
are separated by a park (more than a 
kilometre long, roughly 100 yards wide), 
running along a railway line. On one side 
of the park, lies ‘D’ Block of Ashok Vihar, 
and on the other side of the railway line, 
the JJ cluster. The park was developed 
more than eight years ago by the DDA for 
the residents of Ashok Vihar. As Shalieed 
Sukhd^ev nagar grew, the minimal 
infrastructure proved so totally inadequate 
that the residents of the basti began using 


the park for defecation. In 1990. the 
residents welfare association of Ashok 
Vihar filed a writ petition in the Delhi High 
Court (CW 531/90) relating to the upkeep 
and development of the park. They stated 
that they were prepared to look after and 
construct a boundary wall around the park 
to prevent it from becoming “an open public 
toilet**. What the court was also denying 
was the right of the jhuggi-dwcllcrs to go 
through the park into the colony, to schools, 
ration shop and hospital. When the DDA 
stated that it was facing opposition from 
the residents of the hasti, the court directed 
the SHO of the local police station ro render 
all possible assistance to the DDA and it > 
contractor (emphasis added). 

The police were thus directed to ensure 
not only that the DDA was not prevented 
Irom raising a six-tmU wall (“with adequate 
protection on lop like embedded broken 
glass pieces to prevent unauthorised entr> 
into the park*’), but al.so that “unauthorised 
persons** did not use “the said part of the 
park as public lavatory” At (he same lime, 
the court directed that aomc lavatories be 
constructed for the use of the JJ-dwellcr.N 
Reasons cited earlier obviously nuide 
execution of this order impossible 

The wall was breached in January IW2, 
months after it had been constructed, and 
again in November 1992 after the DDA 
had repaired the breaches. By August 199 ^ 
however the court noticed a “marked 
improvement’* in the upkeep ol the park, 
and by August 1994, since the residents 
of Ashok Vihur had been granted the “relief 
they desired, it disposed of the mallei. The 
residents welfare association also admitted 
that thejhuggi-dwellers no longer used the 
park for dcfecalmn. They were howcvei 
resentful that the jhuggi-dwcllcrs still used 
the park for access into the colony 

Through (he high courl the residents ol 
Ashok Vihar and through breaching the 
wall the residents *of Shaheed Sukhdev 
nugar were fighting for an improvement in 
the quality of (heir lives. All similarities 
end (here. At stake for the residents 
Ashok Vihar was the park. For the residents 
of Shaheed Sukhdev nagar, it was a 
question of basic living space But us 
unauUioriscd settlers on public land, they 
have no right even to this. The residents 
welfare as.sociation could file a writ petition 
in the high court to safeguard their rights 
The residents of JJ clusters have to rely 
on the intervention of local politicians and 
the benevolence of the government for 
whatever minimal facilities arc provided. 

When the high court intervened in this 
process, it simply emphasi.scd that JJ- 
dwellers cannot be guaranteed basic 
amenities. The JJ-dwellcr« were .seen as 
^lawbreakers, unauthorised occupants of 
public land**. The court expressed the view 
that the pmvision of adequate infrastructure 


or relocation would “scqcI out wrong 
signals, and will be an invitation to more 
persons to migrate to Delhi, occupy land 
unauthorisedly and then be rewarded with 
land at state expense”. When the DDA 
submitted u scheme for the development of 
this aitsa, complete with Uic cv)stof relocating 
the JJ-d welters, thcc^)urt went on to observe, 
“there seems lo be lillle justification for tax 
payers’ money being spent in favtmr of 
lawbreakers...and even Ic.'ts justification for 
transfen ing the title of 18 .square metres of 
land to each tme of the families’*. This logic 
forgets that direct taxes constitute barely u 
tenth of the total taxes and the rest is borne 
by every rcsidcni ol Ihi.s couniry. where tlie 
poor in lad pay a larger proportion of their 
earnings. Therefore, die argument that those 
who pay direct tax have the sole right on 
the outcome ol public expenditure, and hence, 
to civic amcnilic.s i.s untenable. The court's 
distinction between legal and illegal is also 
purely a juridical distinction that only 
reinforces the real disparities belween the 
residents of these two colonies, and 
lutionalisev the di.sci iinination against the 
lesidenis of the JJ cluster. 

An overwhelming proportion of the 
migiants lo ihccily wink as manual labom 
orunskilletl workers Thesiatutoiymuiiinum 
wage (ha! is guaranteed lolhcm by law does 
no! include the cost for then accommodation 
The non payment of this minimum wage 
and tlic indiffercnce of (he labour 
deparlmcnis in ensuring jis payment ensure 
that workers arc unable (o tiavel long 
disi.mces lo then place of work. The 
planners do not contemplate a residence 
IvM workers iii the inasicl plan of an 
industrial area Thus, vacant lands are used 
by the residents to creel then dwellings. 
Tlie size of such settlements is determined 
by the requirements of the industrial area. 
The prolifei ation of unauthorised industrial 
unils. with the implicit approval of the 
government agencies, compounds this 
problem Thus, the jhyggi-dwellers are 
integral lo the.production and profits that 
cmeige m the factories, the profits that 
sustain the colonics of ihe like of Ashok 
Vihar 

Bui once a jhuggi cluster come.s up. its 
residenls become illegal .settlers, lawbreakers. 
Whereas Ashok Vihar residents resort to 
illegal measures to ensure uninterrupted 
powcrsupply, jhuggi-clWellers arc dependent 
on the charity and benevolence of the 
giwemment. And when the govenimenl face.s 
a resource crisi.\, it is these benevolent 
ads - the welfare measures - tJiat are most 
immediately affected. Such is the genesis of 
the .social teivsion. The court then gives tacit 
sanction and explicit orders to the police to 
uphold the law' by controlling the 
lawbreakers, This tension is then assumed 
to be “normal**, as was seen in various 
newspaper articles on the firing incident, 
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and tbe role of the police assumed to he 
thatof a ^'neutral'' enforcer of the law except 
the fact that in enforcing the law the police 
beat to death a boy who happened ti^ be 
ignorantof any court order. Such is the value 
of a “lawbreaker’s” life. 

The guilty policemen are now to be 
punished, not for heating a man to death, 
but for causing it due to negligence The 
post*mort(^n report shows a large number 
of external injuries caused by blows to the 
body. Despite such clear evidence, the inquiry 
into the death has not come out with its 
findings. 

The secretai-y (general administration) and 
special executive magistrate, 55 P Aggarwal 
is conducting a magisterial inquiry inU^ ”tlic 
incident of violence, pelting of stones, 
damage to public property, etc”, in Wazirpur 
industrial urea. Neither the custodial death 
nor the subsequent firing by the pt)licc arc 
directly mentioned m the public notice 
inviting testimony. Instead, the notice states 
euphemistically that the l^ellii police “had 
to use force” When the emphasis is on the 
violence and pelting of stones, it is reasonable 
to expect that the police finng will be ju-slified 
as a nccessaiy response Further, the pul'ilic 
notice mentions iiiiuries sustained by “many 
others (including policemen)' but iS 
sceptical about the death of three persons 
in the firing. Language such as this clearly 
points to the naiuie ol ilu* inquiry It i.s 


GHNDHRbiasof the ludiciaiyisnot unusual 
in the Indian context. Law loumals contain 
glaring instances of .sexist comments. But 
occa.sionally they become a point ol public 
debate as in the case of Mathura or Suman 
Rani. In fact, the judicial bias has pcritKl- 
ically provided the wvMiicii’ s movement witli 
major rallying points. But in response (he 
movement has focused moiv on legislative 
reform than on monitoring court proceed¬ 
ings. Hence the ineagix: benefits from pro¬ 
gressive legislations get neutralised by the 
prejudices and hostility encountered by 
women in court rooms. The protest by 
women’s organisations in Bombay to the 
aimmenU by Justice M1 - Pcndsc. the senior- 
most judge of the B«)mbay High Court that 
women routinely misuse laws have to be 
viewed in this context (‘Women May Misuse 


not very difficull then (o guess at the 
conclu.sions tbe inquiry will reach on both 
the firing and the custodial death. 

Notes 

[The anicle is based on the fact-finding report 
of People’s Union for Democratic Rights.] 

1 The total amount of civic infrastructure 
provided in a jhuggi cluster is determined 
on the basis of the existing policy of the 
government, and the number of jhuggis in 
the cluster. Since the number of jhuggi.s is 
not constant, periodic asse.'u<uiietit is required 
thmugh surveys. One such survey was 
conducted in 1987 when the EIJ.I scheme 
was to he implemented. In 1990. the food 
and supplies depaitmcnt conducted another 
.'Purvey for the is.sue of permanent ration 
card.s. More than 900 jhuggi elu.sters were 
identillcd and surveyed. By 1994, thenumbei 
ot jhuggi.s in exi.'^ting clusters have also 
jiicTCiised 1 onsiderahly. However, no new 
survey has been conducted 
I’he .slum wing explains the absence ol 
survey on the speciou.s grounds thai eveiy 
.suivcy 111 ilie past lias provided some additional 
heneljistoi ihe luggi-dwcllcrs. Anothei survey 
would raise such hopes. Tlius, till .such policv 
i.s evolved which provide-.s new benefits, a 
.survey cannot be coiulucled But the 
govenimeni has no new policy lor jhuggi 
ilwellers. and hence no new survey i.s in the 
ofling. In this manner what is achieved is the 
actual reduction in the per capita aviulahilitv 
of .unenilies m ihuggi clusters. 


Legal Loopholes. Pencl.se', 77/e Timcy cfj 
India, April 1) 

While addressing the postgi aduate law 
.Students ofBonihay University List month. 
Justice Pendse questioned Ihe social 
relevance ol laws designed to protect 
women. He has uiged the law graduates to 
be cautious us women routinely misuse 
laws which results in injustice to hu.shands 
and their family members. Tlicir decreased 
level of tolerance has resulted in an increase 
in the suicide rate of women, he is quoted 
to have staled. To emphasise the point, he 
has narrated the instance of a 19-ycar-olcl 
girl, who committed suicide when she was 
asked by her hu.sbaiul lo prepare tea when 
there was no milk in the house. He also 
expressed ciuicern over (he fact that the 
courts were now permitted lo accept the 


uncorroborated evidence of a woman who 
is raped in police custody. 

This is not the first instance of a senior 
state functionary questioning the validity of 
S 498(A). a beneficial provision which was 
enacted in 1983 to protect married women 
fn^m cruelty and haia.ssment from husband 
and his relatives. In 1992, the then additional 
commLs.sioner of police (crimes) R D Tyagi 
had issued a directive to subordinate police 
stations iii the city, that unless women 
approacli the police station with bleeding 
injuries, cases of haiassment and cruelty 
should not be regi.stered. (Tyagi wSlams Door 
on B altered Women’, by MeenaMcnon, The 
Times of India, October 28, 1992). 

The directive amounted lo an 
administrative iricgulariiy since the police 
commis.sionerc('»uld not override a legislative 
piovision expressly stating that cruelty to 
women under S 498(A) includes mental 
cruelty. It is only after repre.sentalives of 
women’s organisations met Tyagi that he 
was compelled to withdraw tlic directive and 
issue guidelines lor registering eases of 
mental cruelty to women. (‘Pacton Definition 
An ived - Mental Torture of Women’ The 
Times of India, November 6. 1992). During 
the meeting he explained that the directive 
wa.'v not meant lo question the credibility of 
women but merely to curb corruption within 
the pcjice force. But since tius time, it has 
lx:en exlicmely difficull for women to register 
ca.sc.s under S 49X(A) m Bombay. 

It is a matter of concern that no such 
directives arc i.s.sued legarcling coiTUption 
and abuse of power by tJie police when they 
violate civil and political rights. Only legal 
provisi(3ns empowering women seem lo be 
undei constant .scrutiny of the alleged misuse, 
m spite of the fact that there is no .systematic 
data to substantiate the allegation. Perhaps 
deep seated biases rathe i than logic. rca.soning 
tu hard facts are at work when these 
allegations arc hurlc^l at women. It appears 
no other legal prtwision is being misu.sed 
by people excepl the ('ine benefiting women. 

CoiTcspondingly, there also seems to be 
a conspiracy of silence regarding the 
violations of women’s rights both in civil 
and criminal court proceedings. For instance, 
non-compliance of maintenance orders in 
matrimonial proceedings i.s a routine 
phenomenon Yet there seems to he a lack 
of judicial concern ovei this issue. Gross 
abuse ol the provision of monogamy among 
Hindus where both women are held at u 
ran.som by the husband also seems lo go 
unnoticed by the judiciary. Convictions for 
bigamy cannot be .susiaineil bccau.se the 
courts insist on the protd' of saptapadr- a 
ritual performed only among high caste 
Hindu.s, as proof of second marriage. At the 
same time the scciukI wife’s claim for 
maintenance oi inheritance cannot succeed 
since she is not deemed to be the legally 


Protective Legislations: Myth of Misuse 

Flavia Agnes 

While the women '.v movement has been successful in promptiuft 
legislative reform, it has done little lo monitor violations of women's 
rights in both civil and criminal court proceeding's The nmijire benefit.', 
of progre.ssi\’e legislations often ^et neutralised hv prejudices women 
encounter in the law courts. 
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wedded wife. Hence, through judicial 
benevolence, the errant Hindu hui^bands arc 
ab9;olved of both the criminal consequences 
as well as financial obligations of their 
polygamous relationships, a blessing which 
is not bestowed upon Muslim husbands who 
are under a legal obligation to maintain all 
their wives. 

Since noofficial data is available regarding 
the misuse by women, it has become 
imperative to rely upon the experiences of 
non-govemmental forums which offer help 
to women in distress. The Special Cell to 
Help Women in Distress, a project of the 
Tala Institute of Scx^ial Sciences, where a 
large number of women in Bombay seek 
help, has so far .succeeded in gelling only 
one conviction under S 49H(A) during the 
10 years of its existence. 

Out of the 2.^0 cases filed during the last 
two years in matrimonial courts by 
Mashwara, a legal advocacy f<^rum, 90 per 
cent of the cases arc filed on grounds of 
cither physical or mental cruelty by husbands 
But only six women have filed cases under 
S 49M(A). Perhaps it would l)e relevant to 
examine the .situation under which the ca.ses 
were filed. 

In one case the worn an who had approached 
the legal centre for help in her matrimonial 
conflict committed suicide. Her five-year- 
old daughter was a witness to the ghastly 
incident. A case of abetment to .suicide 
(S 306 I PC) and harassmcnl (.S 498A) was 
filed subsequent to the death. The .second 
case concerned nol lusi severe battering (^f 
the wife but also incest of minor daughters. 
And finally an eviction order had to be 
obtained from a civil court restraining the 
hu.sband'sentry into the matrimonial home. 
It is through the intervention of the legal 
forum that a ca.se under S 49KtA» could 
finally be registered. In the remaining lour 
ca.ses theie wa.s only cruelly and harass¬ 
ment but the WDinen had been dispossessed 
from the matrimonial home without their 
personal belongings or valuables. Piling a 
ea.se under S 49H(A) helped to bring the 
husband to the negotiating table so that at 
least u meagre settlement tor the woman 
could be obtained in the di vi>rce pr<u:cedings. 

The records of the legal forum also indicate 
that there are eight critninul cases filed by 
the husbands against the vvivc.s, their relatives 
and even scKial workei s Tlirce cases were 
on tlic gr()und of kidnapping and abduction 
of wives/childrcn. In one case llic husband 
from Bombay had succeeded in taking a 
police force all the way to Mercara. Coorg 
district of Karnataka and anesting the 
woman’s relatives W'ho were brought to 
Bombay and were locked up for three days 
without the knowledge of any rcl at ives either 
in Cor»rg t>r in Bombay. The woman ’ s int>thcr 
who wa.s t>edridden was also implicated on 
Uie gn>undofkidnaf>piiig and abducting her 
43-ycar-oId daughter. 


In another case the husband filed a case 
of abetment to theft and adultery against 
his wife to prevent her from approaching 
the matrimonial court for reliefs and also 
filed a case against her advocate with the 
Bar Council of Maharashtra and Goa for 
professional mi.sconduci. Even the social 
workers arc constantly threatened with 
criminal consequences by husbands for 
helping their wives to obtain custody of 
children or even access to tliem. Injunctions 
restraining the woman's entry into the 
matrimonial home are on the increase, 
where the in-law.s approach the courts for 
eviction of the woman. In one case, the 
court has evicted the woman from her 
matrimonial home on the ground that a 
case under S 498(A) is pending against 
them. The high court has upheld the evictum 
order of the trial court. It appears that the 
husbands and in-laws can first hura.ss the 
woman and if she dares to file aconiptaiiu. 
they can use it as a ground cither for divcMcc 
or eviction. 

The reality of women’s lives arc far 
removed from the citadels Irom wheie (he 
high priest of justice pronounce their 
verdicts. How cLsc can one explain that 
even where there arc convictK)ns by the 
trial courts, the higher judiciaiy routinely 
reverses the tirdcrs of the trial court I'csulling 
in the acquittals of the offenders? The 
following arc a random samplings ol sexist 
comments by various high courts in recent 
yeans, while reversing the convictions ol the 
trial courts: 

In 1992, the Calcutta High Court wliilc 
acquitting the hu.sbund of the cliaige ol 
alHJlling the suicide of his wile said. "Tlie 
decca.scd woman was hol-lcmpeied aiul 
outspoken. She was a high strung sensinve 
girl who could not adjust hcrscll to hei 
husband’s family”(Tapan Pal and ()lhei s vs 
State of We.st Bengal. 1992. Cn 1. I 1017 
(Cal) ). 

In 1993, the Orissa High Court while 
acquitting the accused in a rapeca.se regarding 
the injuries on a woman’s body said. ’The 
injuries could have been .self-inflicted, sn 
benefit of doubt must go to the accused'’ 
(Saiiyasi Challaii Seth vs State of Orissa. 
1993, Cri L J 2784). 

In 1993, comments by the Madhya 
Pradesh High Court regarding the tom 
clothing of the woman in a rape trial: 
“Broken bangles and uprt>oting of buttons 
of the blouse arc 1 <h» worn out and 
hackneyed circumstances. They cannot 
prove rape. If anything, these ciivumstances 
indicate the intensity of passion with which 
the two partners indulged in the sexual ad” 
(Kumchuran vs State of Madhya Pradesh. 
1993 Cri L .1 1825). 

In 1991. the Madhya Pradesh High Court 
while acquitting the man who had ra[>cd an 
itlilcrulc village woman' “The victim has noi 
expressly stated that there was pcnctr4ilii>n 


She has only stated that the accused has 
taken her ‘izzat*. So there is no offence" 
(Badursingb vs State of Madhya Pradeah 
1991, Cri L J 753). 

In 1991, the Supreme Court while 
acquitting the hu.sband of the offence of 
bigamy’: *'Thei*e is no proof that sapiapudi 
wa.s performed during the solemnisauon of 
second marriage. Oral evidence and letter 
indicating that the husband and .second wife 
were living as husband and wife is not 
.sufficient to convict the husband for bigamy" 
(Shanti Deb Burman vs Kanch Prava Devi. 
AIR 1991 SC 816). 

Even more disturbing arc the commeats 
of the judges while denying women their 
property rights In 1994, the Supreme Court 
while deciding the right of a widow to her 
husband’s property held that since essential 
ceremonies were not performed the marriage 
is illegal. The woman was a widow before 
herman iage and it was argued on herhehalf 
that for the remaniage of widow no ceremony 
was required. The court held that this was 
true only in ca.se of manning the husband’s 
brother. While denying the widow the right 
to inherif her hu.sbands property the court 
held. “The woman is in the habiiofchanging 
husbaiuls frequently Hence there is no 
ground It^ hold that she was legally 
mariicd'* (Surjii Singh vs Garia Singh 
(1990) 1 see 407). 

It almixsi appears to be a no win situation 
loi Wiunen a'* lai as the ludiciary is concerned 
Ix^lh with in ihc court 11 K>ms out,side. Just ice 
Peiulsc’s commenK in a public foium are 
adding insult to an iniury which is being 
caused dav aftci dav in oui ct)urls. 
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ORISSA 

Beyond the Elections 

Biswamoy Pati 

The assembly elections should induce some rethinking and realignment 
among social and political forces in Orissa to which the election results 
in Bihar and the general elections due in 1996 will contribute. The 
Janata Dal has to decide whether to continue to reinforce the 
hrahminical order or be associated with the forces of progress and 
change. 


POLITICAL ‘pundits’, researchers and 
scholars have been again proved wrong by 
the Orissa electorate. And, as is often the 
case, the common people did have the last 
laugh. In Orissa democracy has coexisted 
with underdevelopment, and given this, it 
is vu’tually impossible to think of the former 
autonomously of the latter. Similarly, it is 
not possible to separate the phenomenon of 
underdevelopment from the electoral pi (x;ess. 
Orissa’s ‘backwardness’ as a llicrne has been 
the single-most impinlant issue since the 
1952 elections. Howevei, various pvililical 
parties who have come to power have done 
precious little about it and, if one may say 
so. have sought to perpetuate it The theme 
of poverty and hungei have been exploited, 
imaginations fired atui identities invented 
endlessly. Ironically, things have not changed 
much. Around 63 per cent of Orissa* s popu 
lation lives below the poverty line today It 
indeed is very difficult to imagine the level 
of piwerty even in coastal Orissa, where 
basic human necessities - vi/. drink ing water, 
dispensaries, ptiwer for agriculture and 
primary schools - are non-eiftstcnt in village 
after village. Of course, the western tracts 
arc epitomised by the Kalahandis, Koraputs 
and the Phulhanis. 

Slogans meant to change the status quo 
oi iniect dynamism have luu made any dent. 
‘One Tliousand Indusines in ()nc Tliou.sand 
Days’, ‘ChalilaOudi Damuniodi' tineani to 
illustrate the dynamism of Damaniodi m 
Koraput, rich in its bauxite reserves), the 
theme of the second steel plant, power to 
the local bodies (ostensibly meant toilevciop 
the localities), the 'support for the Matidal 
Oimmission recommendations and the t riba) 
‘melas’ have remained abstractions for (he 
bulk of the people. 

Women - victims of patriarchy and 
consumerism “ epitomise .i metaphor Um' 
this underdevelopment. Here again both the 
ruling cla.ss and the dominant political parties 
recognise their importance. After all. the 
gender-related violence is real, with Orissa 
leading in mosu>f the crimes against women 
in the country - dowry-related harassment/ 
murder, rape, etc. Innumerable .speeches, 
commissions, reports and the appointment 
of tribal women advisors have not yielded 
any results for Orissa’s womenfolk. ‘Power 


to Women' and the Mahila Commission 
coexist harmoniously with the opprcs.sors 
ass(x;iated with the Chabi Kanis and the 
Basanti Beras. The t act that acts ol molesting 
women by ministers can be juslificcl as acts 
of ‘manliness’ rellccl on the Oriya ruling 
class’s commitment to the woman que.stion. 

In spite of the apparent differences bet¬ 
ween the Janata Dal and the Congress, their 
positions in Orissa have remained uniquely 
similar. It is here that one has to grasp (he 
dynamics of the hrahminical order which 
has been a great leveller. This has been the 
greatest impediment for the forces of 
democracy and land reforms. Operationally 
both the Janata Dal aiidthc Congrcssfl) seek 
to maintain upper caste hegemony (vi/, of 
brahmins, karanas and the khandayuts) as 
their most important political task. Trans- 
gressiims and contestations of the weak and 
the oppressed have fxicn handled with i dative 
ease. Over the recent years one has seen a 
polarisation ol ihc.^c two dominant p«irhes. 
Given this, the* detcal/vielory of the Janata 
Dal/Congress(l) represents, simultaneously, 
the friumpli ol the brahmaiiical order. 

A feature that is normally missed is the 
paradoK that the victory of the Congress(I) 
in Orissa is aKo a rejection ol the pattern 
of dcvdopmeni envisaged by iheNarasimha 


Rao government at the centre. In fact, by 
rejecting the Janata Dal in Orissa, the 
electorate has also demonstrated its 
disapproval of the strategy of development 
of the Congress(I) at llie centre. After all. 
Biju Patnaik and the centre’s economic 
strategy share similar foundations and 
trajectories. The Congress(l) leadership in 
Orissa seems to have responded to it with 
promises of rice in its election manifesto; 
the J B Patnaik’s post-election declaration 
of distributing free nee to about u crore of 
poor pci^plc in the slate reinforces this thrust. 

Democracy is indeed a great leveller. There 
will pel haps be a lot of rc-thinking and re¬ 
alignment of the .social and llie political 
forces The elect ion lesulls in Bihar anddic 
general elect ions in 1996 will act us catalysts 
in this process, it is vciy po.ssible that once 
nui of power the Janalu Dai will do some 
rc-thinking about the IS promises u had 
made, together with the communist parties, 
in 19‘X). which had been airoganily dismissed 
by its leadei Biju Patnaik after being swept 
to power. Mol cover, if one goes by the post- 
election rhetoric, pure survival instincts 
.should contribute significantly towards 
democratising the Janata Dal in Dris.sa. It 
has to decide whether to continue to reinforce 
the hrahminical older i^r be associated with 
the forces of progress and change. Tlic 18 
promises of 1990 can be a starting point in 
case it seeks loseaichforan alternative path. 

Tlic sliugglcs ol the outcasles, iribals. 
women and the poor will however determine 
the depth of this process as well as the 
functioning of the Congress(l). Given this 
.scenario, the li>rc'csof social change,drastic 
land relorms and industrialisation with a 
human lace have a tiemcndousresponsibility 
in ihc future. Miire so when tlie common 
people are aiicady showing signs t)f matu¬ 
rity and are not prepared to give their 
repi csentalivcs moiv than fi veyeai's to prove 
that they mean what they say. 


LATEST IN MANAGEIVIENT 


J.L Rastogi 

ORGANIZATIONAL BEHAVIOUR: CONTEMPORARY 
ISSUES R*. 360 

Chris Molander & ). Wintherton 

MANAGING HUMAN RESOURCES £12.99 

John B. Miner 

ROLE MOTIVATION THEORIES £14.99 

S/dh/ Chand (Ed.) 

MARKETING OF SERVICES Rs. 400 

V. Krishna Kumar 

THE PROCESS OF PERFORMANCE BUDGETING Ri. 275 



RAWAT PUBUCATIONS 

3-Na-RO, Jawahar Nagar, JAIPUR 302 004 
Phone: 0141-567022 Fax: 0141-567748 


Economic and Political Weekly April 22. 199S 


R67 




Presid«itiid Monardiy and Oass 
Struves in France 

Frederic F Clairmont 

What is important about this presidential election in France is that it 
has triggered countervailing social and political forces that were 
manifest only at the time of the Popular Front in 1936, Their appointed 
hour has not struck, hut what is relevant is that they have been 
unleashed. 


IN a recent opinion poll in France more 
tlian 90 per cent of respondents replied that 
they considered the nation to he a highly 
polarised class society. A verdict 
conHiinatory of a well entrenched historical 
fact. Over the last two decades class 
struggles in France - at times muted - have 
exploded with rare violence. France is the 
most bourgeoi.s of nations, the most class- 
conscious of nations, possessing an 
experienced, incrusted and rapacious 
bourgeoisie that has never lost its insatiable 
hunger for power and profits, nationally 
and internationally. Class and money power 
are the single most conspicuous elements 
in its vastly corrupt political .spectrum. 

The big French bourgcinsic, thanks to 
Himalayan tax-payer subsidies spread over 
decades, have ballooned to enormous 
dimensions. Despite its ruthlessness, 
rapacity and the mass deployment of every 
spccic.s of exploitative stratagems against 
tlic world of labour the bourgeoisie and it 
hatchetmen of the three paramount political 
formations (the two Gaullist parties and the 
'socialist') still continue to l^ellow their 
baloney about ‘democratic principles’ with 
all the massive media money at their 
command. Effective democracy in France 
is eviscerated save at the very formal level. 
The social and class convulsions now 
rocking the Hexagon can no longer be 
concealed by a subservient, boot*licking 
and timorous media with such rare 
exceptions as Le Canard Enchaine and Le 
Monde Diplomatique. 

The presidential election, which has 
acquired all the frills of a mega US ixditical 
road show, takes place every seven years. 
It is a major political event at this juncture 
of French capitali.sm when social tensions 
are on the boil, when international financial 
and monetary upheavals are throwing the 
present government into astateof apoplexy. 
Accentuating the social and political 
turbulence is tliat the two main bourgeois 
political formations bossed by Balladur 
and Chirac arc now openly bleeding each 
oth^r. Tlie political Praetorian Guard of the 
bourgeoisie incarnated in these two split 


Gaullist parties h quivering in a stale of 
demoralisation and disarray. 

Stemming from the bitterness in their 
scramble for power with no holds barred 
It is highly unlikely that there can he any 
such thing as a rapprochement in the 
aftermath of this presidential election. But 
of couTife there should be no illusions as 
to the power of ‘the left’ to exploit these 
differences to their advantage. The drama 
of France is (hat (here is no effective and 
genuine alternative muss left-wing 
movement. The belief that there is a ‘left’ 
in France is toxic folklore. The tidal wave 
of anti-communism (hat preceded the 
dissolution of the Soviet Union has 
caused havoc among progressives. The 
intellectuals in the universities for the most 
part have been reduced to u bunch of 
compradoies marching to the tune of official 
power with the big and little suck-offs that 
go with such political correctness The 
socialist party has long been an orthodox 
bourgeois party wedded to the status quo 
and Big Capital. It is no coincidence (hat 
Rocard the socialist’ prime minister had 
the decency at least to state that the word 
‘so(^iali.sm‘ is an anachronism that .should 
be wiped off the slate. 

A fact that the current rantings of a 
Jo.spin, the ‘socialist’ presidential contender 
that has thrown his hat into the ring, will 
not alter. A honky-tonk politico in the best 
of times scrambling up the greasy pole 
.shouting his vacuous promises, on a par 
with Chirac. He has thrown millions of 
francs into the American style campaign 
but it would not be nice to ask wheie that 
money came from. The first round is on 
Sunday. April 23. Any candidate winning 
more than .^0 percent of llic vote gets the 
prize. This has never happened. So the two 
front runners after April 23 will move on 
to the decisive May 7 run-off. The 
bourgeoisie can rest assured that the 
outcome is a foregone conclusion in that 
one of their three political domestics will 
win. but the problems posed by a capita¬ 
lism in the throes of delirium tremens of 
such severity and duration will not go 


away. And that is the itason why Ibe 
French bourgeoisie is monitoring these 
electoral gyrations with the greateat of 
apprehensions. 

Balladur (prime minister) and Chirac 
(mayor of Paris) arc connected to Big 
Capital via the big private hanks, notably 
the Rothschilds. They became close friend.s 
while serving as young advisers toGaulli.<!t 
leader George Pompidou, the princeling of 
Charles dc Gaulle. Also they belong to 
another bulldog ruling caste institution. 
They are both Bnarques. that is graduates, 
of the Hcole Nationale d’Administration, 
the elite postgraduate school: one of the 
Intel lectuul trough.s from which the French 
ruling class picks the brightest and the best 
of its public servants. 

Politics IS never wholly explained in 
terms of objective economic realities. 
Personalities and personal ambition can be 
of central importance. And so it is in France 
between these bourgeois gladiators. Both 
candidates realise that this is their last fling 
at the presidency. Now or never. Obviously, 
as all political hustlers, they are peddling 
(he same refrain that (hey, and they alone 
are the saviours of France A France that 
has gri)wn angiy, indifferent and frustrated 
by the pyramids of unkept promises and 
the machined mendacity of the political 
nomenklatura 

Chirac, the extreme right-wing politico. 
IS peddling a populist ‘mantra’ and left- 
wing rhetoric that had never been seen on 
a television screen. He is defending the 
poor against the rich, he says. That may 
be so. but how did that situation arise in 
the first place? You know the answer. The 
fTcnch patronat knows the rules of the 
political power game. They made them. 
They have given their man Chirac a long 
leash. And as with all capitalists, they are 
expecting huge returns on their investment. 
When Chirac pulls ()ff the coup they will 
he ecstatic. 

The French Grand Patronat, that is tlm 
organised financial, industrial lx)urgeoisie. 
have publicly thrown in their enormous 
weight l>ehind Chirac. They recognise that 
u Balladur as a corrupt, dyed in the wool 
conservative has l>ecomeunembaiTussment 
to Big Capital nationally. They have 
dumped him. Whether their wish will be 
consummated at the voting bcx)th is another 
matter, given the volatility of the huge 
floating vote. Balladur grabbed legislative 
power in an overwhelming victory over the 
social democrats because of their economic 
mismanagement. 

True enough. But over the past three 
years corruption within the Balladur cabal 
and political racketeering within his own 
cabinet (Lonquet, Carignon and Roussin: 
all arc now in prison) and in every niche 
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tbe Big Money machine in France have 
reached intolerable heights. When will this 
mountain of Bulladurian excrement be 
bulldozed is a common refrain that one 
encounters in all of France. **Lei us not 
talk'* declared aOaullist functionary, "'about 
corruption in other countries. We cun teach 
them everything they want to know about 
big time crooks and swindles and kick' 
backs of all kinds. In the business ot 
skullduggery we arc among the biggest of 
banana republics.'* 

The presidency in France is one of the 
world's most p<jwcrful political offices, 
incomparably more so than the US 
presidency. The scope that it offers for 
kickbacks is prodigious. The new political 
race for the top job ends the Mitterrand era. 
Mitterrand was par txccUefice the 
monarchical president. In 1981 he rode the 
waves of power with the most demagogic 
vows. It was summarised in two wt>rds: le 
chanj^ement. A dying man. he now stands 
naked as a self-confessed bankrupt political 
handler. His promises arc strewn in the 
gutter. The legacy ol 14 years ol 
Mitterraiulisl misrule is one of pillage, 
private and public scandals on a magnitude 
that is mind-boggling: (>nc that suipasses 
in vilencss and filth (d the sordid-i iddcn 
years of the Third Republic. 

The dubious suicide of Mitterrand’s 
‘.socialist’ primeminisicr, a shady character 
with deep connections to the criminal and 
financial ovcrworld and underw(%Id. was 
simply one macabre incident in his 14-year 
tenure of office. Mitterrand’s proud boast 
that he demolished the French communist 
party was partially true, but the aiTogaiicc 
t)f the boast itself was a measure t>f the 
blinkered vision, his sheer pettiness and 
vindictiveness. He remains the smallest of 
men propelled into the biggest of jobs And 
France will not ft^rgel, as the archives 
revealed in 1994, that he wa.s a militant 
Petainisl. a Vichyite until he switched his 
allegiance to the cause of the Resistance 
in 1943; the year ol Staling rand and HI 
Alamein. MillciTand has always been a 
switcher, a consummate opportunist until 
the end. 

Chirac is no political innocent. It was 
Chirac who during his prime ministership 
pursued relentlessly policies of 
liberalisation and privatisation. It was he 
who chose his finance minister. Hdouard 
Balladur. His economic ptdicies were 
carbon copies of Thatcherism and 
Reaganism. And the effects were 
immediate. Inequalities detonated in 
uninterrupted sequences over the last 14 
years. Accompanied by one of the highest 
levels of economic concentration that 
Europe has ever seen. A non-stop spiral of 
inequity. A casual visitor to France is made 


await of the brutalising impact of these 
policies. The beggars, as in New York 
City, arc omnipresent and the marginalised 
arc to be found in all the major and minor 
cities of France. The mark,of deprivation 
is hideously omnipresent. 

Officially, unemployment is 13 percent. 
In reality this is an officially manipulated 
number since many of the unemployed, 
again as m the US. have ceased to be 
counted, notably among the young French 
citizens of Arab. African and Caribbean 
origin. No less primordial is that fairly well 
paid jobs in manufacturing are rapidly 
eroding, and the unemployed in thi.s sector 
are drifting en masse into precarious part- 
time employinciU in the low wage service 
.sectors. Many fcmalc.s in the laour torcc 
have simply drt)ppud out. What this means 
IS that the actual unemploymeni count is 
closer to 21 per cent. Short-time working 
with no social benefits is burgeoning. 

The word exclusion was always French, 
hut it.s use today has acquired a sharp and 
biting connotation. It refers not simply t(^ 
the unemployed but to the homeless and 
the destitute wh<^sc numbers have 
multiplied in all large French cities to tens 
of thousands. That does not include the 
hundreds of thousands’ of workers and 
middle class people with grossly inade¬ 
quate home.s and apartments 

Exclusion al.so relates to the massive 
numbers td young people that have never 
been able to find a job and who giavitate 
to petty ]obs - the infamous pel its buhls 
- Ill many cases ultimately to crime and 
drug-taking, male and female prostilutu)!! 
Exclusion refers also to those whose 
unemployment benefits have fi/zlcd out, 
of llio.se who uie doing extended training 
programmes with little possibility of ever 
finding a job after they have completed 
their training. Exclusion relates also to 
(ho.se people who arc living off the resources 
of their families, or those who have no 
resources at all. 

The bourgeoisie knows that this is a 
potentially mighty dclonalive force in all 
the inner cities since many, by no means 
all, of the excluded consists i)f immigrants; 
coloured peoples that have been robbed ot 
all economic rights What’s the point of 
talking of the triumph of Human Rights to 
the working people of France, the ultimate 
creators of bourgeois wealth? Property is 
theft declared .loseph Proudhon, the 
anarcho-syndicalist philosopher in the 19lh 
century’. Nowhere is this truer than in France 
today. It is not merely all kinds of property, 
of course, but specifically the property 
enshrined in France's mega corporations, 
banks and in.surance cotnpaics that arc daily 
making the most horrendous of rip-ofls in 
conjunctioh with thetr political crtwiics. 
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Economic liberalisation, the magic words 
that were supposed to have unlocked the 
door of riches to all. is the sweetest of 
promises turned sour. Liberalisation and 
privatisation - that is, the plundering of the 
nation’s public patrimony - has been 
pursued to the benefit of an exiguous 
number of big-time politicos, high rise 
speculators and quick money men. Backed 
by the state apparatus, their numbers have 
mushroomed. The revenues of capital and 
dividends grew by 8 percent yearly between 
1987 and 1994; that of labour by 0.2 per 
cent. Is it surprising underthis new national 
economic order that class and income 
inequalities have continued to widen 
alarmingly over the last two decades? 
Inequalities are not historical aberrations; 
they aie it.s systemic outgrowths. 

The three lop presidential prize fighters 
have not even begun fo address themselves 
to the mis-workings of the system. How 
can they‘d They arc its political agenu and 
custodians. Tliey have skirted it and rightly 
so. And why not? Because they know that 
It is precisely their policies of unrestricted 
liberalisation that include the frontal 
attacks againslthe bastions of the working 
class that has engendered such unabated 
impoverishment. The Welfare Slate is 
systematically demolished in the name of 
restoring labour flexibility The job is not 
yet done. 

Certainly the candidates in what is called 
the ‘extreme left’, ic. thcTroiskyite Arleile 
Laguillerand the CP presidential candidate 
Robert Hue. have both underscored the 
necessity t)f a far-reaching change in non- 
dt)gmatic terms. They will not be vicU>rious. 
to be sui c The reprcs.si vc forces i)f a cla.ss- 
dominated society will ensure that the 
commanding heights of the state apparatus 
remains well beyond ihcir grasp 

What is important is that this presidential 
election has triggered countervailing social 
and political forces that were manifest only 
at the time of the Popular Frimt in 1936. 
Their appointed hour has not yet struck. 
More relevant, however, is it that these 
forces arc unleashed. They are on the 
warpath. They will no longer settle for the 
excreta! mouthings of the last 20 years. 
That undoubtedly will be one of the 
overspills t)t this presidential war. 
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PERSPECTIVES 


Voluntary Action in India 
Role, Trends and Challenges 

Anil Bhatt i 

The voluntary sector needs to play a more overt political role if it is to 
make any long-lasting dent on stKial tranrfomiation. 


THE last two decades have seen an 
unprecedented growth of voluntary or non¬ 
governmental organisations (NGOs) in India. 
While voluntarism has l>ecn an age-old 
phenomenon, it is only in the last couple of 
decades thatsomuch is being talked, written, 
debated and done about it. There is a good 
reason for tliis. Modern voluntarism is 
signicanily different from the conventional 
voluntarism in form, content, intent and 
impact. Conventional voluntarism was 
primarily aimed at charity and relief or at 
best, social welfare and social reform. It 
sprang out of religiosity, generosity and 
altruism. It was inspired by idealism ratlier 
than ideology [Baxi 19K6]. Modern 
voluntarism, whik incorporating some of 
the elements of conventional voluntarism, 
is based on ideology ratiicr than mere 
idealism. It aims at achieving development 
and social justice ratherthan relief and welfare. 
Therefore, the tools, techniques, uppixKichcs 
and objectives of modem voiunurism differ 
from that of the conventional. Modem 
voluntarism strives to change the .six^ial, 
economic and political position of (lie ptxir, 
the deprived, the oppres.scd and the weak. 
Ill the final analy.sis, tliercfore. it aims at 
ledistribulioii of power, status and wealth. 

Within thi.s hr4>ad mission though, 
activities., approaches, ideologies, methods, 
forms of argani-satioiiN. technique.^ and 
strategies differ widely. 5iomc NGOs are 
large, others are small: some work directly 
wt& people at the grass rvxits level, others 
perform suppoit functions of research. 
ckicumentationaiKltniming. Some implement 
concrete devdopment progranuncs, lUliers 
mobilise people to demand their rights and 
justtcc. Some like to replicate and expand, 
others prefSer loexi>erimcni and demiaistraic. 
Some preferto collaborate with government 
andindustry, others .Hcnipulously avoiddoing 
so. The variety is so wide and overlapping 
that it delic.s any neat cla.ssincation in tenns 
of activities, functions, approaches and rolc.s 
IPondey 19H4|.Butuiideiiying all this variety 
and diveigcfioc is the mission of social 
transformihoQ. 

There was a growing realisation by the 
end of the 60s that the slate and its political 
and public institutions had failed to do much 
about povcfty, inequality and tnjuslicc. On 
the contrary, the poKlkol pnxxsscs and 
develo^neiitad pqBcies had often led to the 
strengthening of the poweifhl and the rich 


and increased the stranglehold of the 
dominant groups over the deprived. It was 
this realisation and deep pessimism about 
politics and government that led middle 
class, highly educated, Kensiti.scd youth to 
go to villages and urban slums and start 
voluntary action .separate and independent 
of existing political and govcmmcntul 
establishments. More than two decades of 
work by these voluntary groups has now 
raised the question of what role they have 
played, with what results, and what 
challenges await the voluntary sector in the 
90s. 

There arc several ways of Kxiking at ilic 
role of modem voluntary organisations (VOs) 
depending uponone* s framework of analysis. 
One can simply prepare a long list of rolc.s 
that voluntary groups perform, based on 
their activities and functions, a commi>n 
formal u.sed in classifying VOs. But viewed 
in terms of impact, modem voluntarism can 
be con.sidered as performing basically three 
roles. They can be broadly labelled as 
developmental, miibilisational, and political 
roles. The.sc roles make impact on tlirec 
different .sectors. The developmental role 
aims to affect the design and delivery .systems 
of governments or those organisations, like 
national and international funding agencies, 
which concern them.selvc,s witli programmes 
aimed at raising the physical quality of lilc. 
This may ^ done by influencing the existing 
development programme.< and Ihcirdc lively 
.systems^ or by directly demonstrating 
altcroativc designs for ^vclopment. Tlic 
mobiii-satjon role attempts to mohili.se the 
intended beneficiaries of development .so 
that they can influence the government's 
delivery .system or look after their own 
development. In the political role, the 
approach is to influence Che political system: 
cither its policies, laws, and legislations or 
its processe.\ and performofioe. 

Neither these roles mv their impact arc 
mutually exclusive. In the mobtltsational 
role, for tasiancc, the expecuiion is tliat 
if people are well mobilised then they in 
turn, will make political anddevekipincaial 
impact. In one senw all roles can he 
considered political or developmental, 
insofar as its intended impact is to bring 
about social transfonmotion. In fact, .some 
observers have viewed the entire 
phenomenon of mixieni voluntarism as a 
piditical process. 
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Developmental role a.s defined here aims 
to improve physical quality of life. This is 
one type of role that voluntary organisations 
have undertaken to the maximum extent. It 
is tills role which has generally received 
legitimacyand support for voluntarism from 
governments and international donor 
agencies. 

In this role, VOs usually take on one or 
more concrete developmental activitie.s in* 
selected areas or with selected groups and 
hope to improve the physical quality of life 
of this grt>up tJirough health, education, 
agriculture, tradc.s, housing, etc. VOs 
performing this type of work are also known 
as service organisations. Since voluntary 
organisations have to work with limited 
funds, manpower and physical resourcc.s 
and bccuu.se development of the poor and 
the weak wa.s an uncharted field till recently, 
conventional knowledge was found to be 
inadequate. VOs, therefore, hud to 
experiment and innovate extensively Their 
small si/.e. limited resources, their open- 
mindedness. their flexibility of thought and 
action, theirpro-peopleorienialion. allhelpctl 
them to experiment and try out innovations 
tor development. 

Tlic VOs, therefore, have cvimc up wiiJi 
amazingly creative and innovative ways ol 
doing development. Many ofUic innovaticvis 
in development such as community health 
approachc.s and its vanou.s cixnponents, 
indigenous medicines, techniquesofdelivery 
of services to the poor in remote, forost and 
hilly ureas, cheap, culturally acceptable 
technologies of development, use of 
indigenous rc.sources have been developed 
by the voluntary .sector. Tlic V(),s have 
developed creative educational and 
communication materials and methixls to 
enable the piX>r to develop their own skills 
and techniques for development activities. 
Tlicy have also developed innovative .s<x:ial 
techniques a> generate participatitm of the 
pcKX and illilcratc to overcome .social and 
polilicaJ harriers to development and cope 
with rcsisloticc and opposithm iViun vested 
interests. Innovations done by VOs arc 
numerou.s and cover all aspects of 
development - technical, managerial and 
s<K:ial. In fact, it is because of Uieir 
innovathms in development that the VOs 
have acquired a special place of their own. 

it ivS cvkleni that Uie VO.s in tlicir limited 
arcasof ofieration liavc been quite effective. 
Their achievement, particularly in those 
aspectsof dcvekipmeni which arecimsidered 
sofl and complex, and wherclarge legalistic 
and huitaucrMiccirgaaisalions have not been 
able to make any hrcoklhrough, has been 
particularly noteworthy. Generating 
participation «vf the people, education and 
training, use t^f indigenous resources and 
skill, in^lisatkMi and orgonisalioo of the 
ptxtr^cwerciimiijgbdhivi^^ indoulliirat 
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resistance of communities, reaching the 
poorest of the poor, are some of the 
dimensionsof development where the VOs' 
contribution has been rcmaricable. It is 
because they aie effective at the grass ixxits 
level that governments arc not increasingly 
coming forth losupport them and collaborate 
with them on schemes and projects of 
development. 

In spite of these achievements^ some 
fundamental questions are being raised by 
the VOs themselves about their develop¬ 
mental role. Though the number of VOs has 
increased tremendously in the 80s. their 
overall contribution in terms of improving 
the physical quality of life of the people is 
marginal. This is primarily due to the fact 
that in spite of their rapid growth, their 
number and the size of operations arc still 
too small to make any significant impact. 
Macro systems and their processes, too. tend 
to undo the limited achievements of VOs. 

In relation to the developmental role of 
VOs, questions of replication and 
sustainability are raised. It is not merely a 
question of a particular VO replicating itself 
in different areas or helping other VOs to 
replicate. The question is. cun tlieir work be 
replicated by governments on a national 
scale? TTicrc are examples of governments 
having adopted VOs’ designs, approaches 
and techniques but such an adoption has 
got bureaucratised and almost always 
proved ineffective. The que.stion is how long 
should the VOs continue to play the role of 
impleinentDrs ofdevek>pment?Govemments, 
wherever they have been suppiirtive of 
voluntaiy action, have alway^ wanted VOs 
to play the role of implementors. Them has 
not been any support and encouragement to 
the VOs to play political role where they 
attempt to question, criticise or redefine 
development paradigms, government 
policies, politics and administration. 
International donor agencies, because they 
aie international and foreign, aie naturally 
circumspect in supporting such activities. 
Some international voluntary agencies d<> 
.support the mobiilsational and political work 
of voluntary ag^^ncics hut only ,surrcptitkHi,sly. 

Mobusational Role 

Mobilisational role is a disUncl role which 
the conventional VOs do not play. The 
mohUisatkmalrofe is alro referred as capacity 
buUdtiig, self-reliance, participation and 
empoumDent The basic prii^ 
approach is that unless and until people 
themselves become capable and active. 
<levdopmemcaiinottalm^ace.lheappit^^ 
doesnotjperoeivepet^aspassivere^ 
of benents and services but as active parti- 
apmts dcmandiiig rights from the system. 

The mobilisational approach has three 
variatioos on the hesis fkdifTeient. and it 
times, opposed ideological underpinnings. 
The three variation's are as follows: 

(1) Devdopmentcantalmplaccquicklyand 
cheaply if pei^ocm 6^ 
in th^ own developincni. This is neat^ 
the oftfcial and conventional view of 


community participation. Inamcrete terms, 
people are mobilLsed to contribute in terms 
of cash, kind or tlicir time and labour. In 
other words, people should he mobilised to 
share the burden of their own development; 

(2) Closely related to the above but more 
in tune with the VOs. thinking is mobilisation 
for self-reliance. People should be helped 
to hcaime capable for their own development 
after whjch the outside interveners should 
withdraw. In fact, one of the common themes 
of debates and discussion during the early 
80s. and one of the criterion of evaluation 
of the impact of the VOs. was the level of 
self-reliance of the communities and the 
stage of the withdrawal of the outside 
intervenors. The main elements of 
mobilisation are essentially knowledge and 
skills. People should be imparted technical, 
managerial and social skills so that they 
eventually become self-reliant and become 
capable of managing their own development. 

(3) A third variation and distinctly different, 
if not ivpposed to the above two variations, 
is the mobil isational role that the VOs perform 
so that the people are conscicnticised. 
mobilised and organised to fight against 
corruption, oppression and injustice. This 
view is radical, not .sharing the conventional 
view ofcomm unity participation. It explicitly 
or implicitly challenges the notion that the 
VOs * role in development is to be a substitute 
to the government's delivery system, and 
pixWidc services. Many VOs working with 
this ideology prefer tocall themsel ves .social 
action gixAips, struggle organisations or 
movements rather than NGOs or VOs and 
de.scribe their leaders as activists rather than 
voluntary or social workers. 

In the mobilisational role of above tiirce 
varieties, the major activities arc providing 
information, education and training, 
developing awareness andconscientisalion. 
impaiting various skills and forming formal 
or informal organisations of people. In the 
third variation, direct action methods like 
protecsts, potilioas and processions, rallies 
and meetings, sit-ins, arc resorted to. 

As regard.s the first two variations of the 
mobilisational role, namely, that of eliciting 
the participation of the poor and developing 
skills, the VO.s have shown remarkable 
success. Everything about VOs. their 
oiganlsatioiial culture, tbeirorientations and 
their methods of doing work is conducive 
to mobiii.sation. Even governments cimcedc 
that the VOs ore more effective in 
mobilisatiDn and participation. At times, 
when localdevelopment bureaucracies have 
not succeeded In eliciting response from the 
people in meeting their targets for family 
planning, the immunisation or adult 
education, they have approached the VOs. 

Because thi^ ha.s h^n more political 
spacein India forthe VOsihaninsomeothcr 
developing countrie.s, organisations of 
trihals, landless and women have been 
formed. Such organisatioos have success¬ 
fully fought for more wages from landlords 
and government, beueriaies harlhe produce, 
and against bonded labour. Because of their 


conscientisation, mobilisational and 
organisational activities, forest dwellers, 
fisher-folks, tribals and women have come 
out of their shells, interacted and organised 
with similar people from distant areas, 
acquired exposure and awareness and 
developed tremendous .self-confidence and 
self-esteem. 

Yet in spite of such spectacular and 
dramatic achievements, the impact of 
mobil isational role in overall terms is limited 
mainly bccau.se most of these efforts arc 
localised. Such mobilisation is confined to 
specific local communities and specific local 
issues. And no matter how many local issues 
are taken up in diflcrent places and different 
times, they rarely get aggregated to make 
any significant, lasting impact on the existing 
.systems. In case of mobilisational struggle 
Uk>. it i.s localised and based on local events 
and i.ssgcs. One ha.s to go on struggling 
again.st moneylender after moneylender, 
landlord after landlord and bureaucrat aftei 
bureaucrat. Experience has shown tli at people 
may get mobilised and activised for a well- 
defined short-teim objective but it is difficult 
to keep people in a perpetual state ot 
participation, mobilisation and action. 
Experience has also .shown that if the overall 
ethos of the establi.shed .system.s are that of 
exploitation. opprc.s.sion and corruption, then 
poor people particularly their leaders, once 
they become capable and powerful, often get 
co-opted and themselve.s become corrupt 
and exploitative 

P()LmcAL Roui 

As mentioned in the beginning, modem 
voluntarism, in the final analysis, aims at 
some kind of social transformation and in 
that sense, it can be considered as pcfomiing 
a political role, however indirect or long 
term. In fact, some observers of the 
phenomenon of modem voluntarism have 
viewed it primarily a.s a political process 
though non-party, non-eicctoral. non- 
parliamcntaiy fKothari 1984: Sethi 1983]. 
They sec this .small, voluntary grass roots 
action as providing non-party political 
altemalivcs. In face of the failure ol the 
governments’ bui^ucracies and the macro 
political institutions such as legislatures, 
parties and their mass fronts like trade unions, 
young women or farmers^ wings, voluntary 
action is seen as providing alternative 
political spaces. The VOs arc seen as ’'deep 
stinringsof coasciousness thatcoukl beuiniod 
into catalyst of opportunity... it could be 
seen as an attempt toopen alternative political 
spaces outside the usual arenas ol party and 
govemmenf' (Kothari 1984). These grass 
roots activitie.s are seen as ao attempt lo 
redefine politics as something that goes 
beyond legislatures, parlies and elections. 
They attempt to widen the scope of politics 
by politicising developmental subjects such 
as health, education, science and technology, 
environment, f^si. common property and 
natural resources. 

Paradoxically though the VOs scrupu¬ 
lously keep out of politics and also like to 
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identify them.<elvc;j« as non'^politica). In fact, 
disgusted with politics and public 
administration, some ''gocxl*" politicians and 
some ‘*good” administrators have given up 
politics and administration to enter into 
voluntary work. Governments have been 
jittery about VOs’ piditical role. They smell 
in their activities, elements of insurgency 
and attempts towards destabilising political 
and governmental authority. 

Exactly opposite to Uus is u view held by 
leftist and radical p<Mitical groups who sec 
the VOs as snenglheiiing the status quo, 
counter-revolutionary and aiding the 
conspiracy of the western world to halt social 
revolution in theircountries. There has been 
a healed debate between progressive 
intellectuals and the communist party 
theorists (Karat J9S4, Sethi 1985]. The 
conununistparly theorists have attacked such 
intellectuals as well as the VOs as falling 
prey to the im|>enalisi strategy with their 
"'eclectic and pseudo-radical pi^sturcs... foi 
how else can one explain Uie sUange .spectacle 
of imperialist agencies and governments 
funding organi.sations to organise the rural 
and urban poor to fight for their rights and 
against exploitation” (Karat 1984]. 

As to the direct political role of capturing 
political power, influencing political 
processes and performance of political and 
public institutions, the VOs have played 
practically no role. Bairing stray cases of 
.some VC) leaders trying to enter into local 
government institutions through contesting 
elections or helping a party candidate behind 
the scene, the V( )s have neither participated 
into tlie muinstreum politics nor have tJiey 
tried to inlluencc it from t^utsidc. Tlii.s is 
understandable because it was their 
disenchantment with politics and public 
administration that led them to voluntary 
action in the first pi ace. They are also woiricd 
ab«>ut losing their credibility if they get 
involved in lormal politics. And they arc 
worried that they w'ould get caught in the 
whirlptx)lofj>t^wcrstruggIcanddirty politics 
which they have been scrupulously keeping 
away from (Bhatl 1989|. There is thus 
considerable ambivalence in relation to the 
VO.s* political role. ()n the one hand w'halevcr 
the VOs do is supposed lobe political insofar 
as all developments may be eonsidcrcd as 
having some pi4itical bearing ()n the other 
hand the VOs gel criticised and their 
credibility is questioned if they directly deal 
with any political issues or political 
personnel. 

TrI:NOn 

Towards the eiul of (he 80s. several trends 
have surfaced and now that voluntaiism has 
become l)oth extensive and cstahished and 
come to be recognised us u distinct sector 
in the country these trends neeil to he 
exuininccl carefully. Most inq^ortant ate the 
ones (hat concern voluntary organisations 
tlicrnselves. It primarily deals with how they 
conduct themselves. This cannot be ignored 
any more because voluntary work no more 
iirspires the awe and rc.sjHfct that it used to 
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in the 70s and die early XOs. 

With the proliferation of voluntary groups, 
there has also ensued competition, conflicts, 
rivalry and factionalism among voluntary 
groups. The trend of competing and 
contending groups maligning and 
undercutting each oilier vi A*-r/-vi.r government 
bureaucracy and funding agencies, has 
become clearly visible. Towards the end of 
80s, dis.sensions and conflicts between the 
activists and their organisations based on 
iciTilonal imperatives, struggle for positions, 
fame and funds, had begun to .surface. Tlie 
fraiernily and .solidarity among VOs which 
is advocated so strongly has on the whole 
been weak except at the time of crisis and 
more as interest group (c g, when FCRA 
implementation is tightenct)). 

Internal management of the VOs is anolhci 
problem. Most organi.sations arc one-man 
orgunisation.s.Tlie initiator-founder. asBaxi 
puts it. is Sw(i\anthhi4 (Baxi 1986) He is 
neither uppi)intednorclectcd. Is he also self- 
perpcluating? The directors, managing 
trustees, co-ordinators have no fixed terms 
Tliey .seem to he (here forever. With all the 
clamour about pai1 icipaioi^ and democrat ic 
proce.sscs few voluntary orgamsation.s have 
been able to sustain or cope with such 
practices within their organisations leading 
to dissatisfaction among members, splits 
and di.sintcgration. In'egularity and even 
corruption in management of funds, juggling 
of accounts, diversion of funds in the name 
of flexibility, use of organisation's funds, 
tacilities and infrastructure for personal 
purposes (.something for which bureaucrats 
and politicians have been constantly and 
severely criticised by the VO leaders) are 
becoming common practices. 

In the early XOs. one of the drawbacks of 
voluntarism frequently lamented was that 
they were not adopting professional 
approaches in their rnunagement. Profc.s- 
sionalism wa.s recommended for incn;asing 
the cflectivcncss Considerable profes¬ 
sionalism has now come into voluntary 
organisations. However, with professiona- 
lisation. voluntarism is also tending to 
acquire the concomitant characteristics ot a 
profession. In .someareas tliey have become 
opportunities for employment or as one 
diKumeni rather harshly puts it ‘\hi>ps lor 
commerce” | PRIA 1991:92], Several outfit.s 
who are doing little more than consultancies, 
training and workshops on contract basis are 
.set up with the legal and inganisatKnial 
forms of volunla|-y agencies. Tins enables 
them to receive foreign fuiuls rather than 
survive in a market-place as private 
con.su ituncy firms have to do. 

Protcssionalism lcnd.s to lead to a rather 
distortedpragmati.sm.Thishas become more 
evident since the late 80s in the VOs' dealings 
w'ltii (he g(wernincntal systems. Instead of 
open and formal interaction or oppivsition 
and confrontation (which is wliut iscxpcctcd 
in the value system and etho.s of voluntarism) 
their modus operandi in dealing with the 
government is to use personal contuc’s and 
influence, favourili.sm and nept>lism. all the 


traits that the activists have otlierwise .ski 
severely criticised among the public systems. 
With reference to the use of law by the 
activists Upendra Baxi ohsci*vcs (hat instead 
of turning around the institutions of law and 
ju.stice they use the decadence of the legal 
.system us re.source. Baxi warns against this 
‘introjection’, a process by which one 
prixluccs all (he pathologies and deformities 
of the .system which one tries to change 
(Baxi 1986]. 

Tile leadership also tends to acquire the 
characleristicof a professional: sophisticated 
and smooUi but smug and manipulating. 
Both i)rgunisations and leaders arc tending 
to become os! en tali ou s. A us ten ly. s implici ty 
and cctinomy. which weie once the hallmark 
of voluntarism and on which often voluntary 
leaders used to browbeat others, are being 
increasingly discarded. 

These trends do not augur well for the 
voluntary movement. It undermines their 
credibility not only with pt)lilicians and 
bureaucrats who continuously .seek every 
opportunity to denigrate them but even with 
independent citizens in other sectors who 
liave respected and supf)orted voluntary 
action becau.se it has been different and 
ethically better. There is also a growing 
disenchantment even within the honest 
elements among voluntary organisations 
about voluntarism itself * 

Often, in defence, it is argued that there 
arc other sectors and professions like this - 
the doctors, the lawyers, the politician.s, the 
bureaucrats, even the academics not to talk 
of the businessmen. Sometimes it is also said 
that what is happening to voluntun.sm is a 
part of broader societal trends and the VOs 
are no exception (FRJA 1991:93). But the 
VOs are an exception or should he. They 
came into being to counter certain societal 
and p<ditical trends and .set new ones. 
Otherwise, there is no justification foi them 
to demand all the funds, freedom and sup|x>rt 
It cannot he ignored that the veiy basis ot 
voluntarism is moral and ethical, and 
therefore, the defence dial w'hat they are 
doing IS what cvciybody else is doing and 
they are only a reflection of what is going 
on in (he society is not sustainable. 

Ar.i.Ni)A H)k III! 9()s 

Tow'ards the end of the 80s many 
weaknesses, limitations, ami whalsome have 
called "worristimc trendshad begun to 
surface. Having achieved so much at the 
grass roots level, the basic question of what 
next has begun to nag the VOs. Then 
coniributionsinspecificdeveJopmeni.seclors 
in spite of all the success stories, have been 
limited because of the micni nature of then 
efforts. The basic conditions of people have- 
not improved in any significant way. After 
all, as far as development sectors are 
concemctl.Uu; VOs cannot i-eplacc the gtwern- 
mentis dcliveiy system all over the country 

Hieir attempts at mobilisation offieople 
for asserting tlieir rights and getting .s(x;ial 
justice have remained localised and limited 
to specific is.sucs. Moreover, people refuse 


Economic and Political Weekly April 22. 1995 



to xttiy in perpetual slate of participation, 
mobilisation and organisation and to go on 
fighting on issue after issue. Experience 
suggest^ thatmobilisation and participation 
are not necessarily incremental and 
aggregative processes. People once mobilised 
and made active may also get depressed and 
inactive. The faith so strongly hekl in tlic 
early 80s that these small grass roots 
achievements would “hlossi^m into a macro- 
movement for alternative dcvclopmcru" 
[Sheth 1984) seems to he shaking now. 
Within thcNGO scene itself, there are signs 
of aging. Tlicrc seems tt) be an underlying 
current of exhaustion, stagnation, and 
perhaps, dejection. 

AK>ut Ihiee years ago] attended a galheiing 
of the VOs in Raia.sthan. Tlie mood was i)nc 
of dejection. Most experiences related there 
suggested that the pin>i and llie deprived 
people with whom they had wt>rkcd 
continuously for many years and tried to 
conscicntise on isucs of equality, lustic^. 
exploitation and tippa-ssion. did not care 
much for things other than tangible benefits 
Last year I attended a similar gathering in 
Guiaral. Speaker after speaker mcntit>ned 
the Iimitalit>ns of the micriJ-crforls and the 
frusti at ion emanating fiom the fact that their 
ability to tight the liirces ot corruption, 
oppression and injustice was very limited. 
While nohody cxfdu iilv mentioned, their 
faith in the people fhey were working for 
seemed ti> be shaken. 

In last couple of years, whenever I have 
talked to activists and .isked the que.stion 
what they think is the ndc ot voluntary 
action and w'iuil direction it would take tn 
the 90s. there is consideiahle uneasiness. 
Tliough some doggedly continue to do more 
of the same, the more rellcclive .iiul .sensitive 
among the VC) leaders arc beginning to tcel 
restless. This perhaps suggests that among 
those who view voluntansm with a larger 
mission t)t social iranslonnation ralhcrthun 
achievement on specific development 
activities in a specific geographical area 
have a feeling of stagnation. Tliere arc even 
odd cases of drop-outs. It may be very 
revealing to carefully examine the drop-out 
phenomenon. The drop-outs from the 
voluntary sector may in fact be highly 
sensitive,ixsflectivcand genuinely ixmeerned 
people. They may have dropped out because 
they may .sec voluntarism as stagnating in 
spite of increased numbers, belter 
mfra.siruciurc, and availability of funds in 
huge amounts unheard of only five years 
ago. They also see voluntarism as not tinly 
decaying but also losing its larger missions 
of social transformation. 

In spile of the many battles that the VOs 
have won in fighting against corrupt and 
oppressive state machinery, it has become 
clear that their micro struggles cannot make 
any dent on the nature of politics and public 
administration even in their lcx;al areas. While 
in the last two decades voluntarism has 
increased and become extensive so have 
corruption, social violence, lumpenisation 
and hrtitalisacion of politics and a 


comprehensive decay of public institut ions. 
Thesetwooppositedcvclopments have taken 
place side by side. 

Tile question for the 90s is. how far can 
the V()s ignore what is happening in 
mainstream politics and government? In the 
face of decaying politics and public 
institutions, can social transformation be 
brought alHiut without directly dealing with 
the question of changing and improving 
politics and government? Activists have 
talked ab(^u( altcmativc development but do 
not seem to have given any thought to 
altcmativc public systems that would bring 
about the alternative development. While 
evciylxxly including the government wants 
voluntary groups to contribute to 
development. cvcrybtKiy. including the 
voluntaiy' organisations themselves, expect 
voluntarism \n remain apolitical. Even highly 
1 C fleet ivc and broud-based v<iluntary groups 
have, nothing to say about the existing 
political processes, selection of incompetent 
and con upt people with criminal records on 
positions of power and significance, 
legislative and political behaviour, open 
violations of laws and rules by elected 
repi esciilatives of people and even changing 
them retrospectively iffound inconvenient. 
Can social transformation, equality, social 
lusiice. dignity and self-esteem for the poor 
and the weak and u minimum basic physical 
quality of life-be brought about when these 
kinds of political pnK:esscs continue unabated 
and unchallenged? 

Tlie challenge for the VGs if they want 
to bring about .social transformation is to be 
able to (ranseend (heir micro and apolitical 
approaches, self-alworption with their own 
organisations and activities and take up more 
macri> and directly (H>litical agenda, the 
agenda ot reforming our political institutions 
and political processes Tliey will have to 
concci n themselves with not only empower¬ 
ing die pct)pic hut also di.scmpi>wering the 
politicians, h is not a matter of influencing 
aptrlicy here or a legislation there. It is also 
not a mutter of talking vaguely about 
dccen t ral isat ion. p I ura 1 1 sm. or sccu 1 ar i sin (as 
developed countries and international 
institutions wanting to impnwe governance 
in developing countries do). It is a matter 
of bringing about concrete and specific 
improvements in the institutions and 
proccs.scs of governance- legislative 
institutions and legislative behaviour, 
elections. p<’)litical parties, political behaviour 
and political conduct of leaders, public 
administralior and judiciary. This is a 
reformist agenda but then mcxiem volunt arism 
in spite of all its radical and progressive 
stances is essentially reformist |Baxi 1986]. 

If the VOs do not take up the agenda of 
improving governance, and particularly, 
political reforms, there is an imminent danger 
that like Gandhian voluntari.sm. mixlern 
voluntarism too would decay and gel 
fossilised. But if they decide to deal directly 
and explicitly with improving the 
governance, (hen they will have to do the 
following: (a) Clean their own house. Tliey 


will have to bring back what might .seem old- 
fashioned virtues of honesty, personal 
integrity, self-effacement and dedication. 
Both their accounts and accountability will 
have to be clean and open. They will have 
to gather moral courage to weed out the 
charlatans among them. If they do not like 
the government administered code of conduct 
they will have todc vise their own mechanism 
of .self-discipline and regulation. They cannot 
ignore the fact that the foundation of 
voluntarism no matter of which variety, is 
moral. As Baxi writes. *‘by definition activi.sm 
can have no tcmtorialily. no hegemony, no 
competition for power, no lusting for 
eminence in the media market, no questing 
for recognition orrewards” [Baxi 19K6J; (b) 
Tlie VOs will have to be concrete and .specific 
in working out the improvements in our 
public institutions and political processes, 
it would involve devising a whole .set of 
p<)licic.s, laws, rules, regulations, criteria, 
even eonsiiiulional changes where needed 
and implementing systems; (c)This would 
mean com in gout of I he self-absorption with 
ime’sown organisational activities and forge 
alliances not only with fellow VO.s but 
concerned people from other sectors; (d) 
They may have to reduce their dependence 
t>n foreign funding; (c) Tlie VOs will have 
to build i>n their grass roots strength and 
deveK>p public adviKacy. not by personal 
contact.^ and purM>nal influence with 
individual bureaucrats and politicians but 
through open, formal and collective 
orientation. They should launch national 
movement foi political refonns, and to 
directly and explicitly link micix) action with 
the macro movement as was done so 
effectively during the independence 
movement by the freedom fighters And all 
this the VOs will have to do without losing 
their non-partisan and people-centred 
character. This is indeed an onerous task but 
so is the mission of social transformation. 
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REVIEWS 


Does Development Bid Help? 

A V Arun Kumar 

Development Aid Today edited by Abhi jit Dasgupta and Georg Lcchner, Mosaic 
Books, New Delhi, 1995; pp vi-142; Rs 250. 


BRIGITTE ERLER in her book' severely 
criticised development aid for its lopsided 
peieeption of development programmes. She 
based her argument on an evaluation of 
development projects in Bangladesh 
sponsored by different development aid 
agencies. Brier found that instead of bridging 
the gap between the rich and the poor, the 
programmes were doing the opposite; some 
strengthened intermediaries, some led to the 
environmental pmblems, and more than that, 
this development aid was branded locally as 
the mechanism of supprcs.sing popular 
protests. Therefore it is important to ask: 
does development aid help the poor in 
developing countries? 

The answer to this question largely depends 
on the concept of development held by the 
aid agencies. Has the concept undergone 
substantial changes over the last several 
years?Ifithaschanged, how has itinfluenced 
the donor perceptions of development aid? 
What arc the new threats that development 
aid has to face in a marketised/globaliscd 
environment? Tlie book under review, tries 
to open up intere.sting debates on these issues, 
taking as its basis, FcitalAid, It attempts to 
address these issues from the donor point 
of view, fn>m the receiver point of view and 
on the basis of an evaluation of the 
development aided projects in developing 
countries, 

Internaticmal aid constitutes a substantial 
portion of resources at least in some 
developing countries. The World 
Development Report of 1990 observed that 
''a substantia] increase in the resources for 
fighting poverty in |lie fKX>rest countries 
appears entirely affordable. It is a matter of 
political commitment and the reas.scssment 
of donor’s priorities’'. Ht^Wever, the Overseas 
Development Assistance (ODA) from the 
OECDcountries to the developing countries 
in fact had declined.^ The country aid 
performance in recent years shows that except 
for a few countries all Development 
Assistance Committee (DAC) countries of 
OECD fell short of their commitment ofO.7 
per cent of each country'sQNP.^Atthe same 
time available figures indicate that 
development aid has not inciea.sed according 
to the needs of time. In the 197()s it (target) 
was I per cent that has been brought down 
ibcreahcr. Not only that, this limited aid 
disbursement will often be done connected 
to geo-political andeconomicconsiderations 


rather than (he needs of the pcxirest among 
the developing countries. Thus, it is clear, 
there has been fall in the actual aid. and the 
principle, according to which sanctioning 
countries arc selected. 

Tliere is a prevailing tendency to identify 
the progress of nations with their economic 
growth rate. Recently, (his perception has 
been questioned with the intnxiuction of Uie 
Human Development Index (HDD which 
serves as a belter indicator to justify the 
ussistance than mere economic criteria. 
Certain NOOs may try to achieve economic 
growth, while certain oUiers invest in .scKial 
sectors. One can also .sec the priorities of 
the aid agencies arc different from one 
another. Wc have multilateral NGOs, 
bilateral NGOs and the 'common' NGOs. 
This hook largely concentrated on the first 
two international aid agencies. Some of the 
case studies on development aid in India and 
Bangladesh give a confusing picture about 
the nature of assistance by Uicse aid agencies. 
The examples are the construction of dams 
and power projects after environmental 
denudation: (lie adoption of labour saving 
technologies in the pretext of employment 
generation,^ project formulation without 
studying the long nin consequences etc. may 
throw doubt on development aid. In such a 
situation, one can question the criterion used 
for NGO intervention. Arc there any other 
considerations that influence decision¬ 
making for development aid? This is a 
question that has l^cn addre.sscd in this 
book. This docs not mean that all 
development aid programmes arc oriented 
towards the short-term considerations and 
not helpful to the poor. One can only say 
that there are situations in which development 
aid is not directed properly. 

In this context, one also has take into 
account the priorities placed by the different 
multilateral and bilateral aid agencies in (he 
provision of development aid in a changing 
world economic order. Most developing 
countries cut budgets in the social .sectors 
undei'the ncwlibcralisedca>namic policies.' 
Indiscriminate privatisation has deprived 
millions of the pix>r from enjoying basic 
amenities which had been provided earlier 
by the government.^ This has been largely 
on the grounds that the government cannot 
be efficient in most of developmental 
activities.^ Thus, they have to leave them to 
market forces. The developed oountries now 


subscribing to these liberalised views have 
forgotten the fact that U;ey attained their 
economic development in a protected 
environment. Themuiketforccs arcmerciless 
to the poor. Then lesponsibility for their 
development has to be taken up and must 
be shai^ by ail others who have genuine 
concern over them.* Here development aid 
assumes importance. This docs not mean 
that NGO intervention as such is the only 
alternative to government developmental 
programmes. Of course, the scale of 
government activities is incomparably 
different and huge in countries like India. 
Therefore, it may not be an interesting 
exerci.se to compare the scale of activities 
and efficiency in implementation of NOOs 
and the government. But, what will be 
interesting in a libcrali.sed environment is, 
lu)w tlic international development aid donon; 
fix up the priorities. 

Heinrich Dehn in his article on 'German 
Development Co-operation Tixlay: Some 
Lessons Ixarnt in India’, and Sudarshan in 
his article 'Some Reflections on International 
Development Aid* have tried to pose some 
questions on the philosophy of aid 
programmes, and feels that, the donor 
perception as well Us the receiver perception 
has changed over time. Some of the articles 
in the bcx)k with the help of a few case 
studies confirm the prevalence of confusion 
and ill motivation in somcof the development 
projects in countries like Bangladesh and 
India. Witliin the aid programme, aid has 
been provided in the form of gVants and 
loans. When the economy face with the 
balance of payment deficits, the assistance 
in the form of loans are provided only on 
a conditional basis. The donors u.se such 
situations to accept their demands which 
consist of intervention in the crucial areas 
of economic activities of the receiver 
countries. Experience .shows that these kind 
of intervention hurt (he long run interests 
of the majority of population in the 
developing countries. In fact, the.se 
limitations are being used as one of the 
strong weapons against development aid of 
the multilateral and bilateral agencies. The 
people who criticise such intervention can 
say that after a few years of intervention in 
the rural areas. Uic present ability to stand 
independently within their limited means 
will completely give way to increased 
dependency on Ute external rosiiurces. This 
is considered as one of the doubts expressed 
against the intervention of the non¬ 
governmental development organisations. 

Within Uie receiver countries, the donor 
NOOs depend i>n the other field level 
organisations to implement their pro¬ 
grammes. Ann-Lisbet Am in her article 
'How Do We Translate Development 
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UocAogy into Action* iiai: tried to explain 
some of the cases in whidi the programme 
can damage the rural set up if the donor 
perceptions as well as the implementation 
gets wrong. The author argues against 
ideological culture-neutral applications of 
dcvelopmentobjcctives. which look beautiful 
on paper and in policy declaration but which 
are difficult to obtain. Different NGOs have 
different perceptions on development and 
the way they implement programmes also 
varies ^om one to the other. Thus« it is clear 
that till now. no uniformity exists regarding 
the organisational behaviour of the 
management of these implementing agencies. 
The literature in this direction is also limited. 
This is the case of all Uic types of NGOs. 
Certain NGOs spend most of their time in 
intrmlucing advanced evaluation systems, 
which often miglii be undertaken by those 
who arc not at all tainiliar with the area in 
which the programme is carried out. This 
is evident in some of the case studies 
presented by Hossanin Zillur Rahman in his 
paper ‘Aid and l>:velopmcnl infiangladesh*. 

The book brings out the lessons from the 
international development aid with many 
examples to .show how ihe priorities in 
developing countries arc formulated and how 
they uie implemented in u non-democratic 
way. This i.s clea^y bniughl out by the article 
on 'Technology Transfer; Some Aspects of 
the Bangladesh Hxpcncnce’ and on 
‘Development Aid: Tlic Rxperience of the 
Narmada Pro|cct'. In the case of the Sardar 
Sarovar Project, the World Bank has 
consistently claimed that it has had no say 
in determining the course of events. The 
article argues that it is not true. The influence 
began at the time the decision to go ahead 
with the project was itself being debated in 
India. One of the reasons for not giving the 
cleai-ance at Uiat time was .subsiantial negative 
impacts of the protects. But surprisingly, 
even befoa* these KkIIcs had cleared the 
project. Uic World Bunk approved funding 
in 1985. Thus, the established project 
assessment procedures were by passed here. 
This finally changed minds of those who 
resisted the project itn reasonable ground.s. 
Now the project has been going through 
violations of all kinds, which are the 
inevitable outcome of aid given under 
conditions stipulated by the development 
agencies. Similarly, a number of other 
examples of interventions in crucial areas 
are discussed. 

The hook clearly explains the confusion 
regarding the philoso|:diy of development, 
tlic political economy of development aid 
and the short run. ill motivated interests in 
fixing priorities and the mie of NOOs in 
developing a>untries. Of course, develop¬ 
ment aid is desirable. U is desirable, if it is 
helpful in the cradiction of poverty without 
causing long ninunfavi>urahiccoasequenoes, 
if the larger interests of the p<x)r and the 


mi^jorityof die population are protected, and 
if it is followed in a democratic way. This 
requires afar more rigorous public scrutiny, 
with regard to its ecological, .social, cultural 
and other impacts. OUierwisc, it may not be 
desirable and in that situation, it is better to 
say no to it. The book under review has not 
taken a stem stand on this issue, but the 
articles .seemingly conlirmitig it. The book 
would have Hken much more impressive if 
some of the field ha.sed unilateral NGO 
experiences had found u place in it. 

Note.s 

1 TotHrhe Wife (Fatal Aid) by Eilcr Drigilte. 
Dreusam Verlag Freiburgi, Br. 19X5. 

2 llic official development assistance ot OECD 
countries a>n.stitule.*! ahout one third of the 
total intennUional assistance to developing 
countnes. .See Upendraiiath C 'International 
Aid to Basic Nceils and Education tor All - 
'fhe Indian Case'. Action Aid, unpublished. 

3 "nH; Reality of Aid 1994: An Independcni 
Reviewol International Aid', Ar/iV>N Air/. 1994. 
Bangalore. 

4 Fora detailed di.scussion on ilte technological 
change and it.s impact on employment 
generation see. Vinod Vyastdu. ‘Research 


PARTICIPATORY training pmgrammes, 
participatory rapid appraisals (PRAs) 
participatory planning, research, evaluation 
and monitoring have now been recognised 
as necessary Uk>1s for development planning 
and training. Participatory techniques have 
also become c.sotcric and romantic in which 
grass roots workers are holding their 
monopoly in practising this c.sotcric social 
science and trying to mystify these 
participatory techniques. Suddenly 
development planners have discovered 
‘people" and “participation" as their 
piescriptions and those who do not prescribe 
these are ti>:alcd as development heretics. 
The hi-tcch computer-oriented programme 
planners cannot pnwide. unfortunately, any 
guidelines to development planners on (he 
techniques of peoples* purlictpation. These 
two publications therefore provide some 
interesting ideas ext how to plan development 
training in a participatory manner. 

VIPP was originally tried by a group of 
trainers at the German Foundation for 
International Development headed by Carl 
Kohlhach who introduced Metaplan 
Vi.sualisation techniques in agricultural 


Priorities in Ute Non Fann Sector*, FBI f/ml, 
ISEC'. 1992. unpublished. 

5 For detail.^ .see Vecraseldiarappu. 'Impact irf 
Stnictunil Adju.'timent on Woiiung Class*. The 
Indian Journal oj Lahoui Economics, Vol 35, 
No 4. 1992. 

6 ForH<letailod discussion on theseralaied issues, 
see Vinod Vyasulu. Raiasekhar. Indira and 
Pooja Kaushik. ‘Towards a political economy 
ol the Econonuc Policy Changes’. Ixonmmc 
and Political Weekly, Vol 26, No 38. 
September. 1991. 

7 SecS Raghuram. HSieveis and Vinod Vyasulu 
(ed.s).l995, Structutal Adjustment: Ecoimim, 
Enwmunent, Social Concern, Macmillan. New 
Delhi. The dcvelopmeni adated issues in 
a^niexi of the .structural udiusimeni pn>- 
grammestn developing c*ountne.s are discussed 
111 the ininxluciory chapter ot this Nxik. 

X In thisdinxiion. su.statiinble income generating 
activiue.s Itave to he taken caa^ ot and to he 
studied, wherein, the pcxir can find employ¬ 
ment. A number o! papers in llus amneetjon 
were prepared to look into the employment 
potentials of the rural non lanii .sector in India. 
For ex ample see Vmod Vyasulu. B P Vani and 
A V Arun Kumar. ‘Khudi and Village 
Indu.sines: AvSeudy iX Employment. Production 
and Disbursement'. RBI Unit, IS EC, 1994, 
unpublished. 


cxteivsion training for German Technical 
Co-operation (GT/).Thc c.s.scntial .spirit w&s 
todc.sign training in whichdcci.sion-makers 
and those affected by theU’dcci.sions visualise 
theirproblems, needs and solutions together 
resulting inciimmon action.TI k main feature 
of VIPP i,s Uimugh n>lc ol a moderator or 
facilitator, help a small training group of 
15-20 to evolve collective ideas for action. 
Tlie.se ideas are visuali.scd on cards and 
paper of different si/cs. shapc.s and colours 
and placed on pin boards throughout the 
group proce.ss to get to know the several 
ideas of thtxse participating in VIPPsessions 
Tlic VIPP technique is effective in breaking 
down hierarchical relationships and getting 
the “frank** vicw.s of tlic training-participants. 

The humanistic and dcmix^rutic aspects of 
VIPP are considered valuable tiuining 
strategies. But one is not clear how these 
“agreed uptm" conclusions or vicw.s arc 
implemented. Hie problem with participatory 
techniques is that they only remain 
participuiory without being operational. 
What happens after the VIPP'.’ WhetJier the 
consensus has been carried forward? In any 
hierarchical organisation the opinions of the 


Designing Participatory IVaining 

Manu N Kulkarni 

Visualisation in Participatory Programmes (VIPP): A Manual for Facilitators 
and Trainers Involved in Participatory Group Events; UNICEF, Dhaka, 1993. 
Another Point of View: A Manual on (lender Analysis Training for (Grassroots 
Workers by A Rani Parker; United Nations Development Fund tor Women. New 
York, 1993. 
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“lower" oiicK arc frowned upon by ihc 
“higher" ones. The author haK narrated 
examples of several applications of VIPPin 
Bangladesh. "In a three day retreat the VIPP 
facilitator brought togeiher officials of the 
Public Health Engineering Department, 
NOOs national and international to plan a 
programme for social mobilisation for 
sanitation encouraging to work with NGOs 
and to give up the idea of monopolising 
latrine production and sales thereby 
stimulating the private sectc^r. Tlicy«»were 
further refined through further wtnkshops 
which involved even a greater numlicr of 
allies such as religious leaders and service 
clubs" (p 143). But we do not know the 
outcome of these VIPP sessions: did Uie 
public health engineering department in 
Bangladesh got influenced by VIPP to 
change their style and strategy and whcthci 
the private sector got involved? 

Similarly, VIPP was used for ‘Mobilising 
for Mother's Mi Ik’ thnjugh a coalition which 
identified major strategics and tasks to be 
achieved. “After20monlhsofoperation the 
coalition came together for another three 
day VIPP." After that we do know what 
were the outoomes. Whether the coalition 
has popularised tlie breast - t'ecding practices 
among the mothers of Bangladesh'' What 
has l^cn achieved as a result of VIFP'^ 

However. Rani Parker’s book deals m<ire 
with operational usj^ect of training. The 
distinction between sex and gender needs to 
be clarified. Sex has to do with how we are 
created whereas gender has to do with siK;ial 
requirements about who should be Sex 
cannot be changed (only women can give 
birth, only men can supply sperm). Gender 
is changeable (women can do traditionally 
male jobs, men can take as go(Kl care of 
childicn as women) A c(^mpie!e Gender 
Analysis Matrix (GAM) helps indeteim ining 
different impacts ol development 
interventions on women and men .The matrix 
has four levels ol analysis, vi/. women, men, 
hou.seholds and the ct>mmunity and four 
categoricsof analysis, VI/. potential changes 
in laboui. time, resources .ind socio-culturul 
factors forcach level ol analysis. Tins is line 
a.-, far as it goes. But the biggest pudilem 
in gender orientation training is how to 
convert thcgcndcr-hlind planner into gentler 
con.scious one, Gcndcr-blind planner di>es 
not recogni.se that gender is an essential 
determinant of the lifccinnces available to 
us in a society. Mt>si i>f our bun.aucrat* 
turned-planners never consider gentler as an 
issue 111 seeiCH ilevcIi^pmeni exercises. ,^ctors 
like agnculluie. horticulture, srnalll^scalc 
iirigatitm. fisheries, and tourism are highly 
gender sensitive In the wake id .structural 
adjustment programme these scctt>rs arc 
exfMiscd to structural disequilibrium and 
wtimen are likely to be allectcd in large 
number. Rani Parker has not used in her 
GAM technology as a lactoi loi gciulei 

f 


analysis. Technologies have also to be 
assessed not only in terms of economic.*! of 
scale but also in tcrm.s of their gender 
sensitivity. With modernisation and 
technological upgrtidation the traditional 
roles id women in industries is^fastchanging. 

In Goa, earlier, women used to carry out 
.small-scale tounsm activities like laundering, 
cleaning and other service activities, but 
with the upgradution of touristliotels as star 
hotels and with mechanisation of laundry 
operations, women have been thrown out of 


tlicir as.sured jobs. This was not anticipitted 
by tourism prt)inolion diehard.s and they 
never attempted gender analy.sis in the 
tourism .sccuir before they launched the 
modemisat ion. vSimilarly, in fisheries .sector 
with unabated mechanisation of fisheries, 
traditional fisher(wo)menhave been thrown 
out of fishing operations (Fish, Curry and 
Rice-A Citizen's Report on the Goan 
Enviwmnent, Rcoforum> Goa. 1993). In such 
.sectors gender analysis at all stages of project 
cycle would have helped the working women. 
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SPECIAL AKTICLES 


Report of 'Knth Finance Cpnunission 

S flUhaii 

In the sequence of Finance Commission Reports, the Tenth Finance Commission '.v is amon^ the outstanding ones. 
The commission has had to carry out its remit in a particularly difficult fiscal situation. Its projections of resources 
and requirements may not turn out to he realistic, hut they set fair and reasonable goals. The commission ha.s been 
stingy in respect of vertical shares and debt relief hut in the current fiscal context this is not unforgivable. The adoption 
of an identical formula, predominantly based on population and the distance criterion, is a reform that is sound and 
progressive in its economic logic. The grants to local boilies, the establishment of a National Fund for Calamity Relief 
and the chapter on defence expenditure are noteworthy initiatives. The 'Alternative Scheme" suggested by the 
commission, thoUgh flawed and inadequate in its present form, may prove to he an important contribution if it stimulates 
thought and action on a rational restructuring of federal fiscal transfers. 

This paper evaluates the recommendations of the Tenth Finance Commission and outlines a scheme offederal fiscal 
transfers which, the author argues, is an improvement in sevetal respects over the * Alternative Scheme ’ proposed by 
the commission. 


I 

The Fiscal Scenario 

IN keeping with ihc puranic iradilion 
according to which the lOth incarnation of 
god {da.savaiar) takes place in (he era of 
depravity (kafiyuga). (he Tenth Finance 
Commission (TFC) has had to undertake its 
labours under an unprecedentedly gnin fiscal 
scenario at the centre and in the stales. The 
trends and dimensional inagniludcsof fiscal 
imbalances in Tables 1 to portr.iy the 
scenario. Table 1 will show that during the 
award period of the Sixth Finance 
Commission (1974-79) the revenue accounts 
at both levels were in surplus.* Consequent 
on a sizable increase ir. tax transfers to slates 
made by the Seventh Commission, the 
centre*s revenue account went into a small 
deficit and that of the slates into a surplus 
in the subsequent quinquennium (1979-K4). 
In the next five years (19H4-89). the states 
as a whole registered a marginal deficit 
while, on an average, revenue deficits at the 
centre rose to more than five limes their 
absolute level in Ihc previous period. In 
1989-90. Uicre w'as a sharp escalation in 
revenue deficits at both levels, particularly 
in the slates There has been a serious 
worsening since then all through 1990 95. 

Of particular concern is the fact that (he 
incidence of large revenue deficits has not 
abated during 1991-96. a pcritKl of st)-called 
‘4'iscui consolidation* under the new 
economic policy initialed in 1991. Table 2 
shows that (he gross fiscal deficit in the 
central budget did gel reduced according to 
target in 1991-92 and 1992-93, but went 
seriously 4)fftrack in 1993-94. and iscxpcctcd 
to be brimghl back to Ihc level of 6 6 to 5.5 
per tent ol GDP in 1994-95 (Revised 
Fslimates\and 1995-961 Budget Fstimaies). 
The revenue dclicit has puived lo he more 
intractable than tlic fiscal dclicit. In 


1993-94, when (he fiscal deficit went out 
id hand, it was 7.5 per cent of GDP (still 
below 8.3 |>cr cent in 1990-91) while the 
revenue deficit at 4 1 [kt cent went even 
above the pre-ref4>rm 3,5 per cent level in 
1990-91. As a pro|X)rlion of the cenire’s 
fiscal del icit. its revenue deficit has steadily 
increased from 41.6 percent in 1990 91 to 
as high as 6t.7 per cent in 1995-96 (BH). 
Tlie implicatitiiis of this are clear. First, 
revenue deficits have remained not only a 
persistent hut an increasingly important 
conlnhuloiy cause lo fi.scal dcficils. .Second, 
Uic proposed redijclion of the fi.scal deficit 
lo 5.5 percent of GDP in 1995-96 livan S.3 
percent in the prc-rclorm year of 1990-91, 
with no reduction in the revenue deficit 
between these (wo points of lime, implies 
(hat the only option (hat the cerural 
g(n'crnmenl has h^und tcasible is [o curtail 
capital expcndituies; it has been unable or 
unwilling toreduce the cunent account deficit 

Central transfers in the revenue account 
include shares m taxes and statutory grants 
recommended by the Finance Commissions 
as also plan grants (for slate plans and 
centrally assistcdorsponsorcdschemcs) and 
non-plan grants (such as for the relief of 
natural calamities). The puipose of Tables 3 
and 4 is to bring out (he siginificance at both 
levels of centre-stale revenue trunslers and 
the role t>l Ihc Finance Ctimmission in 
mediating them Table 3 shows that gniss 
central revenue transfers during 1990-95 
unrH^unted It) alx>ut 40 per cent of the centre s 
gross revenue receipts (tax and non tux) and 
to u similar proportion of slates’ aggregate 
nivenue receipts. Tahle4 shows that transfers 
under the aegis o! the Finance Commission 
have constituted alx>ut 60 per cent of such 
t.enira) trunslers. 

Tables 5 and 6 bring out the impact ol 
Finance Commission transfers on the non¬ 
plan revenue accounts at the tW4> levels. 


After effecting these translfers, the centre’s 
account was in deficit in four out of five 
years during 1990-95 (Tahlc 5). As far as 
the stales were ctnicernetl, their non-plan 
revenue account rcgisicretfl iJcficils in all five 
years (Table 6). The predominant part of 
Finance Commission traiisfi.rs arc the shares 
available lo all states in pe rsonal income lax 
and in basic union duties of excise. Tliese 
have remained respectively at 85 per cent 
and 40 per cent or a iitlU: less since 1979. 
What Table 5 shows is that the centre is 
unable lo meet ils obligaKions for statutory 
iraiisleis even ai this conslraiined level. On 
the other hand, us Tabic 6 shews, the level 
of transfers is clearly less than adequate for 
covering the non-plan rev enue k ieficits of the 
stales. In others words, bccau.sc of. and 
tiespite, stagnantproporl'/ionsof (axsharing, 
a [x; rs istcnl d is |u nclion has cmerg'cd bet ween 
the needs of the stales aiVid Ihe ability of the 
centre lo meet them. 

Tliis is the bleak bac kground in which 
the TFC has had to turmc its sclicme for 
central transfers for the award period of 
1995-2000. The core ol; ils .scheme iconsist.s 
of (a) protections, on' a hn)ud noinnalivc 
basis, of revenues and^ cxpenditure:s at the 
two levels so as lo bruJgc the gap between 
the centre's capacity <i(;nd the states' needs, 

(b) the basis fof veijlical sharing of Ihe 
shareable taxes bctweleiithe two levels, and 

(c) lhe formulae forhojri/oiUal sharing of Ihc 
devtdved amount hciwecn the statc.s and. 
consequent 'l4> it. the do Icitn inalion of sfHJcific 
revenue gap grunts to/ihc stales which would 
remain still iii deficit' ()lher issues^lcalt with 
by Ihe u>rnjTiission 'include distiibution of 
additivmalcxcisedut les in lieu of sales taxes, 
grants m lieu Ihc licpealcd lax on railway 
passenger lares. giLni.s lor upgradaluMj of 
certain services ii'i the states, grants hir 
calamity relict, gr./inis for Ux:al bodies and 
a scheme lor debt i/elief. Most inlercstingly. 
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the cominisKioii hiiK ulso presented an 
'Alternative Scheme of l>:voluiion' which 
has the potential for initiating long-term 
reforms in centre-state fiscal transfers. 

In the subsequent sections, we .shall 
evaluate how thccommis.sii)n has nppri>achecl 
these cUfficuIt and wide-ranging ta.skN. Befom 
entering Uic substantive discus.sion. it is 
necessary to comment an administrative 
aspect relating to the TKC. In his note of 
dissent to (he Report of (he Ninth Finance 
Commission. Justice A S Qureshi regretted 
'the exli'cme cusuulness on the part of the 
union government' lowardsthat commission 
citing in this connection delays in the initial 
appointment of its mcmber-secrciary. his 
replacement at an advanced stage of the 
ix>mmission's work, and leaving u member's 
vacancy unfilled for 10 months Similar 
pi>nhlcms have been cnc< MintcrctI by the Tenth 
Commission. Once again, the vacancy 
cieated by the resignation of one of its 
members was kept unfilled for nearly 10 
months: the meinbei - secretary was 
tran.sfcired. 1 Omobths privnto tiie completion 
of Uic report; and a new Fconomic Advi.scr 
to Ule commissifbi joined pist five months 
before die end. Stt much for the way in wliich 
the mini.stry of fipaiKe has dealt with a high 
constitutional authority. 

11 

Core of the Report 

(N- lilt* Rij*oki 

Tile terms ol rcfeixncc Ibi the commission, 
issued by the central government, were 
sufrieiently conlu.scd l<^ give rise to doubts 
alxHitthc scope of the comm issiim's exercise, 
namely, whether its rccx>mnicndations ought 
to cover the entire ivvenue account of the 
states (plan and lum-plan) or <nily ihe 
plan component. On one hand, the 
commission was «isked to take account of 
states' requirements for meeting non-plan 
revenue expenditures and the cimunitted 
liability on plan schemes completed hy 
March .'^1. 199.5. While these terms of 
reference implied that the commis.sii)n was 
to focus on the non-plan revenue account, 
some otlicT guidelines, by requesting (he 
commission to keep in view die potential for 
raising additional (axes (which is a resource 
for meeting plan outlays) and (lie need for 
generating surpluses forcapitul investment, 
implied that (he TFCc^nild ingress into plan 
financing. Tlic TFC has taken the view that 
in theoi 7 *1hea* in a clear rationale for the 
FinanceCc^mmission to deal wiUi the revenue 
account as u wliolc. and not merely the non- 
plan revenue cxpeiidiiurc^ However, n has 
also notcil the ambiguity in its tciins 4>f 
Inference and the proiciical difficultic- 
resulting fnun the faci that its awaixl penini 
(1995-2000) ill part overlaps with, and m 
part extends beyond, the ISightl) Plan period 
(1992-07). Ill view of the latter, the 


commission has confined the scope of its 
exercise to the non-plan revenue account. 

Wh i le tlic com m i ssion' s eventual decision 
on this issue is .S4>und and sensible, its stand 
that Finance Commissions have a 'clear 
rationale' for dealing us well with the plan 
revenue account requires to be challenged 
in stmie detail. Tliis assertion, unsupported 
by any rea.stining, ignores not only history 
and practice but also the logic of the planning 
procc.NS and the role of (he Planning 
Commission m implcmeiuing it. By way of 
historical background, it may be pointed 
out that while the Constitution specified 
shareable laxc.s (under Articles 270 and 
272) and grants-in-aid (under Article 275) 
as the .w/irr<»vforthc Finance Commission ‘n 
transfers, it did not delimit ihc nature ofthc 
nttJs - icvcnue and/t'rcapital, plan aiul/oi 
non-plan - towhichtheyeould be addressed. 
Tliis wa.s so because the planning pix^ccss 
hud not been iiiit iated when the Constttut ion 
was adopted in 1949 The First Finance 
Comm ission (1952-57) made no dist inction 
between plan and non-plan revenue 
expenditures, The Second Commission 
(1957-62) was spec i f ica I ly rcti u i red to cover 
plan requia'mciits as well. S<i was the Third 
Commission (1962-66). However, in 
deciding on its report the central government 
accepted its recommendations only in lespccl 
ot the non-plan acctmiit agreeing in this 
respect with (he dissenting minute of its 
mcmbcr-sccrclary. Tlie Fourth Comm issiiui 
(J 966-69) went into this question <ui its own 
and chose not to enter the plan account for 
the folU>wing rea.sons: 

When the provisions regarding union-'Uaic 
tinaneial relation'^ wen* mcoqHinited iiiU» 
the C'onstiliilinn. it was not possible lor 
anyone io anticipate (he importance and 
magnitude ol our successive five-year plans., 


It however, necesaafy to note that the 
importance of planned ecommiic develO|H 
meat is great and itf implementation #o 
es.scntiHi that (here .slaiuld not he any division 
of responsibility in regard to any element 
of plan expenditure. The Planning 
Commis.sion has been .specially constituted 
for advising the government of India and the 
state governments in thi.s regard. It would not 
be appmpriatc for the Finance Commi.s.ston 
to lake upon itself (he (ask of dealing with 
the stales’ new plan expenditure.^ 

Tlie po.sitiiiii nnived at by Ihc Fourth 
Commission was formalised in Ihe terms 
of reference to Ihe Fifth (1969-74). .SixUi 
(1974-79), Seventh (I979-K4) and Higlitli 
(19K4-H9) Commissions by requiring them 
lo confine their recommendations to die 
non-plan revenue account. A cimsislent 
practice was thus maintained over two 
decades. Unforiunutcly. the Ninth Finance 
Commission (1979-K(), 19R0-H5) was asked 

10 go into the plan account as well. The 
unwisdom of this decision was only to be 
confirmed by Ihe pr(x;edurcs adopted by Uiat 
commission.Withoul any consultation with 
the Planning Commission, the Ninth 
Commission airi veci at its own cstimulcs for 
s('-callccl 'minimum plan revenue 
cxpetuliluixis’. the post-devolution non-plan 
surplu.s or dcfictls m individual states for 
meeting them and plan deficit’ grants 
required lo fill the gap. The arbitrary 
procedures followed by that commission 
rc.suiled in a variety of distortions and 
inequilies which! have discussed el.sewhcre ' 

11 IS. ihcrclorc. welcome (hat the terms i>f 
reference for Ihe Tenth Commis.sion have 
reverted back - albeit not u.s explicitly as 
one would have wished - ft) earlier practice 
and (hat the commission has accepted this 
|X)sirion - aibcitonly on pragmatic grounds 


T.\uir. I: RivhNt’i 

• iis IS nu 

rr-MKi' ANi> iiii'SiAihs. 1074-1005 

iRsvfotel 

IVruHt 

Cenlre 

SUtfes 

Both 

1074-70 Annual Average 

+ 554 

+ ■)2f> 

+ 1460 

I070-X4 Annual Average 

-1440 

>1102 

-347 

I0K4-R0 Annual Average 

-7508 

-5W 

-8107 

1080-00 

-II0I2 

-3AK2 

-15504 

l'WO-0*! Annual Avenige* 

-24085 


-30101 


Noiv: I Daseit on RF 1994-05 lor tlie ivnia* and RK 1005-04 and BF 1004-05 lor the .stHie.s, 
Sttmcf RBi Siorew <tfCe$Uir atut Stale Ftnances (annual is.sut\s). 


T\iii i- 

2: hs«’Ai l)i-pinis.\Nr» Ri-.vitM’i* Dkhc its in thiU'iinthai Bunot-i. 1000-06 

iPefcetUaitest 

Yciu 

F'lscal Defieii 
lo 

CDPlargei 

Fi.sial Doficii 
to 

CiDP Actual 

Revenue Deficit 

IO 

Fiscal Delicit 

1000-01 

NA 

-8.3 

41.6 

1001-02 

-6.0 

-5.0 

44.8 

1^)02-03 

-5.6 

-5.7 

46.2 ‘ 

1003-04 

-4,7 

-7.5 

54,3 

1004-05 Rt 

-6.0 

-*6.6 

56.2 

1005-06 BF 

-5,5 

iia 

61,7 


Smirre: Central Budget diKUinenu 
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Hicfeiit, ill M *clear rutianalc* foribe 

Rnance CommiKftion not dealing with the 
plan revenue account. Planning its a 
continuouft proecKx entailing annual 
atiljuKtinenta to plan alUKations, They are 
best adminiater^ by a standing body which 
is continuously involved in. and 
knowledgeable al^ut. the plan as a whole 
at the centre and among (he states. The 
Finance Coinmis.sion appears anddisappears 
once in five years; and. such a biKly has 
neither the continuity nor the competence 
to get involved in plan resource allocutions. 

Having said this, it is important to underline 
the need for the two commissions to function 
in tandem in coordinating resource transfers 
to states. The precondition for this is that 
award periods and plan periods must be co- 
terminus so that it will \yc possible to take 
a view of resources and requirements, noii' 
plan and plan, at both levels of the fedcnit ion 
in an integrated manner. This had been 
recognised in earlier pcntxls us Table 7 will 
show. The dis|unction l>ctwecn the spans of 
the two commissions was con'cclcd in (lie 
Third and Fc'urlh Finance Commissions with 
consistency being maintained in the Fifth 
and Sixth Commissions. However, the 
discrepancy reappeared again in the Scvcntli 
Commission and was cun ied over into the 
Highth. The problems created by the de- 
.synciironisuiioii of the a wuixi and plan pcrkKls 
were commented on at some length by tlic 
Eighth Commission and it recommended 
that they should he synchronised in 
constituting future Finance Commissions.^ 
Tins advice was folkiwcd in the case of the 
Ninth Commission. Tin* two pcruKls were 
sought U) be made congruent again by 
requiring that commission to submit two 
re|wts, the first for I W>-^>()(thc final year 
of the Seventh Plan) and the second for 
19%-95 (the originally scheduled period of 
tlie Eight)) Plan). Since .however, the Eighth 
Plan actually commenced only in 1992 the 
TFC’s award pcriixl (|995-2(KK)) and the 
plan pcricxl (1992-97) have once more fal Icn 
out of line. 

Tlie TFC has drawn pointed attention to 
this issue in the following observations: 

We were considembly handicapped in our 
work by the fact that the period of our report 
does not coincide vnih the period of the 
plan... We believe it is important to 
synchroiu.se the period of axcnumcndutions 
of aFiiuince Commi.ssion withthat of a F'l ve- 
Year Plan. In the pa.si, due recognition wa.s 
given to this factor and up to the Seventh 
Commission the periods were synchnmt.sed. 
The issue is urgent and .shcnitd be dealt with 
while detennining the periwt for the next plan.'" 

In olfect. then, the options now available 
for re*syncbronisation arc to have a ihixie'- 
year plan for 1997-2(KK) or to terminate the 
award of the TFC at the end of 199b-97 and 
oonatituie the Kloventh Finance Commi-ssiiui 
for 1997•2002 to coincide with (he Ninth 
Plan period. Tlic latter of the two options 


could goalong with the 'Alternative Scheme' 
for devolution whicli (hcTPC has proposed, 
an issue which wc shall discuss at the end 
of this paper. Unless one or the other of these 
options are taken, the disjunction between 
Uic twopcriixls will gctpcri>ctuatcd and will 
seriously jeopardise fiscal co-ordination 
between the two levels and. horizimtally. 
between the plan and non-plan accounts. 
Such co-ordination, it should he realised, 
will he particularly important during the 
prix;essof fiscal consolidation that India has 
to put through, stxmer than later, in the 
coming years. 

F..s“Mmaii()N ot- Rksouro.s 
AND Khgt1Rf:MHWS 

As a piehminary to its scheme of translcrs 
the The, like il\picdecess<>rs.ha\ti>meM>ul 
with i>rojccti(xisol revenue and cxtKnditures 
in Uic non-plan account at bc^th IcvcK. The 
projections mx based in put t on (optimistic) 
uxpcctutions aiui in part on (pious) 
exhortations, in the pn>ccss marking up 
revenues and scaling down expenditures \ /v- 
a-vi\ those fi^rccast by the centre and the 
slates. In general, the commission’s 
assumptions relating to real growth in the 
economy, inflation, lux buoyancies, the 
impact of innation on expenditures and the 
norms it has propt)scd in respect of interest 


receipts, return.'^ from irrigaiion. power, 
mad transport undertakings and public 
sector cnterprise.N (at both levels) would 
appear lo be realistic if they arc 
understood - as tliey arc meant to be - as 
reasonable targets to In: achieved Uirough 
greater fiscal discipline on the part of the 
centre and the stales. While defence 
esiimaic.s have been kept at the GDP 
percentages forecast by the centre, the 
Chapter on ’National Security* contains a 
number of concrete suggestions to help 
evolve "an integrated, cost-effective system 
of national security'*. The commission has 
specifically recommended that a high power 
committee should he .set up "to review the 
entire security .scenario - iiUcrnal and 
external - and determine the mic. organisa¬ 
tion. equipment and funding requirements 
of varuius agencies. " (Let us httpe that if 
and wlicn such a high power committee is 
set up. It will also be ciiuircd by the chairman 
o{' the TFC with hi.s rich experience us a 
former union minister of ticfcnce). 

In two respcct.s. however, the TFC's 
assumptions would appear to Ik pnmtfane 
unrealistic One i.s (hat it ha.s not provided 
for the additional expcnciilurc requirements 
tliat will be entailed by the Fifth Pay 
Commission (now in .session) for the centre 
or pay icvi.sioiin that aic likely to follow suit 


Tabi h Im iDfeM h Oh (Irons Ki-vhst i: TkANshi ks. ChNiRb \\i> .S lAti.s. 10^0-95 


Year 

Cia\s.s Revenue (in»ss Roveiuio (ihinn Revenue 

IVi cent age 

Percentage 


Receipl.s ol the Receipl.s ol the Acc<iunt 1 mnslers ol (4) 

ol (4) 


(Vnta‘ .Sfale.s' 

Inim the (\Milie to (2) 

ID (5) 


(R.S crore) (Rs caw) 

lo tile Stales* 





(Rsemre) 



tl) 

i2) VM 

(4) 

l5) 

t6i 

1990-91 

6')552 67402 

27X20 

40.0 

41.3 

1991-92 

X^^22 HI2W 

32X37 

39.4 

40.4 

l'W2-')? 

94721 91207 

<8454 

40.6 

42.1 

1993-94^ 

'm4X 101606 

42049 

43.0 

41.4 


113613 113621 

45262 

39.8 

39.8 

1990-95 

45X956 45*^13S 

18642< 

40.6 

41.0 

Notry. 

1 includes gross revenue iransieis I itnii the< onlie 2 Includes lax .shaas and gnints on non- 
plun and plan accMunis 3 Kl lor the .Stales 4 Rl'. lor the eeniie .uut DF lor the .states. 


(Vntnd Budget documents and R/tt Smrvw of Si ah' Founut's (.iimual issuesi 


TaBM' 4‘('MANNIilsoi «'hVlKl ’.S*l Vll (iROSS Rl-.VhNlM- 

IkANM hks, l9>)0-'>5 






Year 

(iniss Revenue Via Finance PlanCnini.s 

.\on-Stnltitory 


Transfers frmn (*otnniis,si<in 


Non-Plan 


Itie <!enln' to 

Awards 


(iiants 


the Sinte.s 




1990-91 

27820 

I6')57 

9,303 

1580 


(KH),0) 

(6«I.»J> 

(^3.4i 

(.5.7 > 

1991-92 

32X37 

I93J1 

11719 

1807 


(l(X).0) 

(58,8) 

<35.71 

(.5.5) 

1992-9? 

38455 

22^95 

15288 

572 


(KKKOi 

l5K.X> 

(59.81 

(1.4) 

1993-94 

42U4*> 

24028 

17^36 

485 


(HX).0) 

(57, l> 

(41.7) 

0.2) 

l'W4-05 Rl. 45262 

26544 

I8(8>2 

626 


(ICNKO) 

(5«.6> 

t4U.U) 

(1.4) 

l'W0-‘)5 

186423 

109415 

719.<8 

5070 


(100.0) 

(58.7) 

t.38 6) 

(2.7) 


Mifr; Mgttiv.s III brackets aa* peavn!ago.s to total gjoss awemie iransterv. 
.VriMirr.' ( eiitrul Budget document.s. 
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in the slates. Tlic sccoiul is the assumption 
tliat aggregate subsidies at Ute centre will be 
kept at their nominal 1994-^)5 levels uiul that 
f(K'>d subsidies in the stales will get completely 
phased oul by 1999-20(K).'^ Another point to 
be underlined is that the interest outgoes 
projected by the comm iss ion will be real istic 
only if fiscal adjustment lakes place up front 
in 1995-2(K)0 for otherwise higher levels of 
borrowings in earlier years will escalate the 
overall interest estimates. 

it is a matterformuch disappointment that 
the TFC. while reviewing the centre’s 
forecasts, has not referred to the need for 
belter enforcement in the collection i)l llic 
shareable taxes. High levels of lax evasion 
in personal income taxes and in excise duties 
have seriously jeopardised the re venues that 
the slates could expect to gel from these two 
sources.TIte Tax Reform CcMiimittce, undci 
the chau'manship of Raja Chclliah. had 
pointed out that nt)t more than .'^0 to .^5 per 
cent of legally taxable incomes in India arc 
being disclosed for ixri'stinal income taxation. 
It has estimated that it a bO{>crccntdiscU>surc 
is enforced and the average effective lax rale 
is improved troin the cunenl 16percent to 
20 percent, the yield from income tax would 
go up to 2.times its piesciil level.' Similarly, 
there is clearly much scope for improving 
excise yields through tackling tax evasion. 
Given ihis background, the Loinmissum’s 
silence im Ihc impi>rliince ot curbing evasion 
in improving leceipts at both levels and tJie 
centre *s resixmsibiliiy in ihciniiiteris indeed 
a .serious lapse. 

The Nh'C itself has not been unaware that 
its forecasts may anuMini to ‘whistling in the 
dark' to a greater or lesser degree. Vide the 
following observation: 

Our pri>|eclions ot revoniu* and cxpcndiiun* 
for the period iy9S.%ro hW-2(KM) sei out 
the direction in which policies lo re.siore 
li.scal balances have \o ino\e and provide 
a pictuie ol what should happen in the five- 
year peniul it these aie undertaken.. If in 
actual practice the picture turii^ out ti> be 
worse than wh;il in Iving piofetled, even oui 
con,Nefva(i\e iisstssiiu*ni ol wh.ii v.m 
rL‘alisticanvbedi»Me would havi* been proved 
wrong. It i.s a peipeiual battle bclweeti hope 
and experience ' 

While sharing the commi sMon'N .sent rmcnl 
that in the ))crpetiial battle hope will triumph 
over experience, it i.s nccc.ssary to point out 
that it js experience that has consistently 
belied the projectii>ns ol Finance 
Comnii-ssions in the past. Table K shows the 
track rectnd r)f the .Seventh, Hightli and 
Ninth Commissums. Tables 9 (centre) and 
|0 (.states I ci'mpaiv in one view the Ninth 
Commission’s proiectu>ns tor l99ti-9^ and 
the TFC n estimates toi 1995-2000 They 
show (a) how awiy the N inth C imimis.sion’ s 
estimates have gone, and (b) how a ver>' 
signiticaiit improvement needs lo t<ikc place 
if the Tenth Conimi.ssion'sexpci tat lon.s are 
to be reali.scd The disi icpaiK y between 

KKO 


octuails and pr(>iections has in effect rexulied 
in lower plan outlays and/or a much larger 
proportion of plan i>utlays getting financed 
!hri>ugh bonxiwings at both levels anddcficit 
financing at the centre. Within non-plan 
outlays, it has resulted in the crowding out 
of maiiUenuncc and non-salary expenditures 
given growing liabilities on salaries. 

Dr.VOl.iriloN Of. SHAkl.ABI.l- Taxr.s 

We can now turn lo the nub of Ihc rcpoi't 
which rclale.s lo the vertical sharing between 
the centre and the slates (as a whole) of 
income tax and basic duties of unionexcise 
and the hi>n/ontul distribution of .such tux 
sharing iniev se among the slates. 

Vertical Shares 

Table 11 compai’cs vertical .shares 
recommended by pixjvious commissions with 
that recommended by the TFC. During the 
Highlh and Ninth Coinmi.ssions. the income 
lax share for the states was 8.5 per cent and 
the excise share was 45 per cent. Of the 
latter, the Highth Commission earmarked 5 
percent for the deficit stales while the Ninth 
Commission increased the earmarking lo 
7 425 per cent. Tlic TKC has reduced the 
income lax share lo 77.5 per cent and has 
olf.setlhe reduction by increasing the excise 
share lo47.5 percent. In the net, taking the 
two laxe.s together, there is no increase in 
the states' share. Of the exci.se share, 7.5 pci 
cent has been earmarked for deficit stales 

The commission has based its 
iccommendation lo reduce the income lax 
share troni 85 lo 77.5 per cent \vith a 
countervail mg 2.5 percent point increase in 
the excise share (i e, from 45 in the Nirilh 
Commission to 47.5) on the considcraiion 
that the centre, being the authority which 
levies and administers the income tax. 
“shiiuki have a significant and tangible 


interest in its yield.*' The implication that 
the centre has lost interest in the levy and/ 
or collection of income taxes becau.se such 
a high proportion of it has to he shared with 
ihc states is a sad comment on centre-states 
co-operation. Nevertheless, a lesser .share to 
the slates could be hoped to be a damper 
on continual concessions in income tax - 
as evidenced in the central budgets of 
199.^-94. 1994-95 and 1995-96 - and an 
inducement for .stricter enforcement in its 
ct)lleclion. In the final analysis, however, 
income tax yields will improve tmly when 
the centre comes to believe that virtue has 
tt^ be ii.N own reward. 

The states have every reason to be 
disappointed that the entitlement available 
to all states (i e. leaving out the rcsei'valion 
for deficit states) has actually declined with 
refeivnee lo the Seventh Commission’ .s award 
for’as far back as 1979-84. Compared to 85 


Tab IF 7: Plan Pi-.kioos and Imnanc h 
Tommission Award Pkkiods: mS 1 -2000 



Plan 

Finance 
( oinmks.siQn 

1951-.S2 

Kirst 

. 

iy52-S6 

First 

Fiist 

1956-57 

Second 

Firs! 

1957-61 

Second 

Second 

1961-62 

Hurd 

Second 

1962-66 

Hurd 

Hurd 

1966-69 

Annual plans 

Fourth 

1969-74 

Fourth 

Filth 

I974-7X 

F'ltfh 

Sixth 

197 K-79 

Kolling plan 

Sixih 

1979-SI) 

Rolling plan 

Seventh 

i9S()-S4 

Sixili 

SevtMirh 

19S4 

Sixth 

Fjghth 

198*5 SI) 

Sevenrh 

Fighih 

19S0 90 

Sevenih 

Ninth 

1990 92 

Annual plaii^ 

Ninth 

1992-95 

Flight h 

Ninth 

1995-97 

Flighth 

renih 

1997-2000 

P(xsi-eiglUh 

'feiilh 


rABi !• 5: ('hNTio-'s RhVhNi’h A< ( orNt Ani R SiATnTok\ 'fkANsFHks. l90().-95 

iR.\ (fofel 


Iteiu 

1990-91 
.denial N 

1991.92 
Actuals 

1002-93 

Al'IUdl.v 

1993 94 
AclUiil.s 

1004-05 

Rl- 

(1) Pie-dev<dunoii lewiitie .surfilus 

10995 

1X123 

2370X 

15036 

21349 

(2) Fax .diarcN lo .'iiales 

1451*5 

17197 

2(J522 

22242 

24843 

(^) Finance ('oiimusNion granl.N 
(4) Revenue .^urjilus at lei 

2402 

2114 

2073 

1786 

1701 

.'stiUiitory traiislers (1-2-3) 

-5942 

- KXX 

+ 1203 

. 8092 

-5105 

Sintire: ('enti«d Budgei diKumeiUs. 

Tabi 1.6: Smi’s Rfvi-nof Ai < omm \i-ii k S i \moKY 'l'kANsi-r:Hs: 1990-95 

(Rsnote) 


1990-91 

1991-92 

1002-03 

1993-94 

1004-05 


Aeiiials 

Acluals 

Actuals 


BE 

{ 1) IVe-devolutioii revenue surplus 

-17813 

-21701 

-25349 

-28699 

-30724 

(2) lax.sliare.s 

14242 

16848 

20580 

22422 

24529 

i31 Finance (\nnnu.ssuwi grants 
(4) Revenue surplu.s alter statutory 

216S 

2120 

2117 

1041 

1891 

iraii.stei.N (l-f2'F3) 

-1403 

-2823 

-2652 

-4336 

-^304 


Note: tMgiires in rnws 2 and 3 will slightly diflcr from iho.so in 1 able ^ K'cause of tlw ditferciicc in 


.sources. 

Stun re : RRf .V/oiv>.v aj State Fimmres (annual i.ssues). 


Hconomic and Political Weekly April 22, 1995 



per cent in income tax and 40 per cent in 
excise in Che Seventh, and Eighth 
Commissions, the percentages became 85 
and 37.575 respectively in the Ninth. The 
TPC has. in net effea. maintained them ui 
levels equivalent to 85 and 37.5. The 
stagnancy in vertical sharing clearly 
disregards the gn>wth in (he needs of the 
states over two decades. Although, in the 
current all-India fiscal .scenario, the TFC 
might not have been able to .significantly 
improve vertical sharing it could have at the 
very lea.stmaiiuained the.shares available to 
all states during the Sevenih and Kighlh 
Commissions. Allowing tor the reduction in 
the income tax share and the earmarking 
proposed for deficit stales, that would have 
meant 77.5 per cent in income tax and 50 
per cent in excise. 

The earmarking of a portiem of the excise 
share for post-devolution deficit siaie’^ is a 
‘bad practice' begun by the Kightli 
Commi.ssion and continued by the Ninth, It 
gives a misleading impre.ssion of the universal 
entitlement for all stales in excise shares and 
conceptually confuses the roles ol Articles 
270 and 272 of the Consiiiulion with that 
of Article 275. It is unfortunate that the TFC 
should have persisted with thc.se affronts to 
transparency and logic. 

Two otiiw issues need comment be I ore 
taking leave of the aspect of vertical sharing. 
One is the question of iion-sliarcable 
surcharges on income tax (Articlc271) which 
have been levied by the centre for long years 
altluuigh they are meant to meet limited 
emergencies. The suichaige was levietl. in 
one form or another, continuously fi>i 34 
years up to 1084-85 It was reimposcd in 
1087 88 and lemoved only in 1004-05 The 
.Seventh Cvnnmission observed that “a 
surchargeconliruicd indefinitely could well 
bccallcd an additional income tux shai cable 
with (he rest of the proceeds of the income 
lax”.'*Hie Fighth Commissitm went further 
in suggesting that “with (he commencement 
of the financial year 1085 -86. the sui charge 
be withdrawn and (he basic rates of income 
lax suitably adjusted.The .Sarkaria 
Commission on ceiure-state relations was 
“firmly c^f the view that the surcharge on 
income tax should not be levied by the union 
government except for a specified purpose 
and for a strictly limited pn iod only.”” The 
TFChasafsocmpliasised that “the surcharge 
on income tax should not be levied except 
to meet emergent rec|uncnien(s for limited 
pcriod.s".'* Tlic conimi.ssion could Itave 
pnwided some teeth to this exhortation if 
it had recommended tliat the imposition and 
extension ol surcharges should h,ive the 
approval ol the National Development 
Council or the Inter-State Council if fiscal 
federalism is to be mcaningtul. Another 
issue on which the states have exprcs.sed 
cimeem rclatc.s to receipts horn pre-emptive 
purchases of immovable pn^pertics under 
the Income Tax .Act. Tlieir contention has 


been d)at such rcccipu are in the nature jof 
capital gains and should, accordingly, form 
part of the shareable income tux pool. Here, 
the TFC has' Ixcn content with agreeing with 
the nanow legalistic stand of the union 
ministry of finance that these proceeds do 
not form part of shareable income tax. Tlic 
point is that in a substantive sense they 
should qualify for sharing and if. legally, 
they do not, due amends need to be made 
by providing grants equivalent to such 
proceeds. 

Honzon/(tl sii(ne\ 

Table 12 (lor income lax) and 13 (for basic 
excise duties) compare the criteria for 
hori/ontal sharing in the TFC’s report with 
(hose rect>mmendcd by its predecessors Tlie 
TFC has: 

(i) Adopted iho same criteria for income 
tax and excise. In the process, it has 
eliminated collections as a factor in 
income tax sharing. 

(ii) Tlie ctnnmon criterion is baNcd on 20 
per cent lor population. bO per cent 
basecton the adjusted di.stancc criterion 
ba.sed on per capita inct>mes ol stales.'' 
10 per cent related to lax effort and 5 
percent each for considerations relating 
to aica and infrastructure designed to 
help states with dispersed populations 
and i-hh)!* infrastructure. 

In the evolution of Finance Ctminus.sion 
awards, (he TFC has taken a significant step 
birward in terms logic, simplicity and 
equity in adi>[)(ing identical criteria for the 
two shai cahlc taxes. It is worth recalling that 
the case lorshaniig the two laxeson the same 
principle and for eliminating (he contribution 
crilcrum in income tax sharing was 


jXJrKuasivcIy argued by Raj fCii^hiia as far 
back as 1978 in his di.sscnting note to the 
report of the Seventh Commi.ssion. Raj 
Kristma j'H>in(ed out: “From the economic 
point of view the states are interested in more 
‘vertical justice' in the form of greater 
devolution from the centre. And they should 
be interested in greater ‘hori/ontal ju.stice* 
in the inter-state allocation of the total 
transfer. Whetlier (he total transfer comes 
out of income tax revenue or out of excise 
revenue is a matter of .secondary importance. 
The imporluni need is only that the total 
Iransfci mn of boiJi kinds of icvcnue is 
adequate and the inter-state distribution of 
the whole transfer is progressive.” On the 
contribution criterion in income tax he 
pointed out that “any weight given to 
ct>llection is regressive because a larger 
collection is invariably as.sociatcd with a 
higher level of the .Stale Domestic Product” 
and that “it would be pointless to give 
incentives for income-tax collections to an 
agency [the slate ginernmcnll which has 
little control over the processes which 
generate these collections” " While two 
cliccrs are due to the TFC for nnpleincniing 
this enlightened ralii>nale. it would have 
deserved a third it' it had shi>wn a decent 
respect for In story by referring to. and 
acknowledging, the seminal contribution of 
Raj Krishna to the debate on this issue. 

We can now tuin to the components of 
the commission's crilcrion Justice P V 
Raiamannar. the distinguished chairman of 
the Fourth Commission, described the 
tendency of successivi* Finance Commissions 
to choose vaiying criteria tor hon/ontal 
distribution as “a gamble on the pei-sonaj 
vicwsoi live jx:rsons.orama|oiilyoftlicm”,'' 


Taiii 1' X. PkOJrt'iiovs w^-/vv 7 s Ac'ihai s - .Si vi mu l.icarm and \imh(Commissions 
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-5^6^ 
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(2) tiighlh ('oininis.sion: Non-plan revenue gap tor 1*^ iiiauu slates 

--10421 

-422';*) 

(3) Ninth ( oiuiui^sion. 19X9-90- Non-plan lewmieuap Itu nia|or slates 

- S56X 

-i.ioxo 

(4) Ninth ('oniiiiission. 1990 95: Nrni-plan revenue gap lor all .siaie.s' 
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-5SX60 
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enure revenue account' 

+19X71 
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10()7fi 

1X1X0 

203m) 

<4) Revenue surplus uller .siaiulor> iraii.slei.s (1-2-M 
Memo 

-1')2I4 

4^20*^ 

41757 

(5) Surplus III entire rovewue accirunt 

-120426 

-3(16 

na 


Nore\\ RF lor 1994-95 


Soufce: Repfuts oft^mth aiu/l-^uifh CnmtntsMons ami Centra/ Rue/ffe! Documents, 


Hconc^inic and Politicid Weekly April 22. 1995 


KK) 



Tables 12 and 13 will show Uiat while the 
gamble has continued there has also been 
a discernible convergence over time. If the 
weights for, coniributiim in income tax and 
die earmarking for deficit states incxcisc are 
left out of consideration, (he same criteria 
have l)cen followed in the Kighth and Ninth 
Commissions in respect ol InUh shareable 
taxes Within them, prepondcnmi emphasis 
has been given to the distance and inverse 
cnlcna bc^th of which uiv related toper capita 
incomes in the states. Between these two, die 
distance criterion has been given mote 
importance. From the Highth CominissKm 
onwards, the weightage for population has 
also been drastically reduced in both taxes. 

Tlie TFC has contormed to this general 
trend. In die matter of the per capita income 
related weights, it has preferred the distance 
criterion to the inverse income tormuta since 
the former results in a better graduated and 
imw equitable distribution How it docs that 
is explained in an iniercsiing technical 
appendix <No 4> ti> the repou While 
population (2(t per cent) and the distance 
criterion (60 per ucnt) together account for 
KO per cent in hori/oniul shaiing. three more 
critenu have Ikcii added as tail-pieces to fjll 
up die bulanec of 20 per cent. Tliese arc the 
criteria related to tax ctlort (10 per cent). 
aix;a (.^ per cciili and infraslixiciure (S jk*i 
cent).The fii-si ol these amounts a rcward 
for lax effort in die past rather tk^in an 
incentive lor future pcrtorniancc since states 
have no assurance that succcss«>i 
conunission.s will continue witli ihisci itci ion 
and die reservation is not significant enough 
for enthusing them: (he can'ot is simply Uk) 
small and uijccrtatn to be of inicresi to die 
donkey Hie area and inirastmcture criteria 
amount to specific indicators of 
liackwardness. The relc\ ant appendix to the 
I'cport 5) d<x:s not give any clear oi 
precise information on lu^w the tiilrastructiire 
index has been computed Tl)»* iiiclusani of 
criteria based on .specific iiidicattirs of 
backwardnc.ss by the TFC is al.so a 
retrogression loa imiclicc (hat was abaiKkvied 
by die Sixth and Seventh (^miinissicins on 
gtRKl and sufTicicnt grounds Tlic Sixth 
Commission pointed out tn regard lo such 
specific indicators that (a) bccau.se ofa high 
degree of correlation amimg them, tlic use 
of specific indicators compounds the effect, 
(b) the use of indicators related to 
backwardness will prejudice stales which, 
despite a poor resource base, have achieved 
relatively high levels of attainment in c'crtain 
sectors, and (c) the aggregati4iti of weights 
given to individual indicators ot 
backwariines.s was an mtractabic issue' 
Their reasoning was tutty endorsed by (he 
Seventh Commission.*^ The Highth 
CcMnmission alsodid mH adopt any specific 
imlicators of backwardness in its alkKalkm 
crireria. Given this background, it would 
have been hetier if the TFC had fosisicd the 
tvmpiadon to he ^iiiginal and inveniive in 
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adding on three incompatible .sauces to an 
otherwise satisfying main dish ba.sed on 
population and income. 

In horizontal sharing progressivity is u 
central consideration, i e, relatively higher 
.shares to .stales with relatively lower per 
capita incomes vis-a-vis corresponding 
.shares 111 population. Table 14 compares 
progressivity under the TFC’s .scheme for 
hori/oiUul sharing under the two shareable 
taxes witli ihui under earlier commissions. 
Foi convenience, the states have been 
groupctl under bn>ad income categories. 
Hori/oiitai sharing liecame progress! ve only 
from the Seventh Commission onwards 
because of a large incrca.se in excise shares 
which were subicct to stronger redistributive 
criteria in aimparisiH) to income taxes. Table 
14 wilt show that compared to its predecessors 
the F'iglith Commission redistributed away 
(roin the high incomestates to tlic low income 
Slates leaving the share of the middle income 
stute.s about the same. The Ninth 
C(^mmi\Moir.s formula wa.s slightly Ic.ss 
progressive than that of the F.ighth. 
Ib-ogressiviiy in the Tenth is better than in 
the Ninth Compared to the previous 
eommi-ssions. .special category .states have ^ 
been distinctly benefited in the TFC. 

Tlic trend.s brought out in Table 14 al.so 
indicate that given stagnant vertical shares 
hori/ontal pri)gressivity lluetuates within a 
nuiTow band. This is lo be expected since, 
without periodical incrca.sc.N to vertical 
shares, the .scope for redistributive transfers 
among states in difU'crcnt income greups is 
bound lo get constrained in a context o( 
comfx^litivcledcrali.sm. ^ 

It is also inlcre.siing to.sepaniteiy exainine 
ihc progressivity in each of the components 
in the TFC's formula for horizxinlal sharing. 
Tabic 15 gives the decomposition. With 
reference to bench mark population shares, 
the distance criterion favours low income 
slates viWf-vivthc high income ones witiuHit 
liurting the middle income stales Uhi much 
Hic tax cfToil criterion helps (he middle 
inc4>mc states the m^isi. The area critenon 
helps (he special catcginy slates the mi>st 
while the low income states are the paitR'ular 
beneficiaries under the infrastructure 
criterion. Thus the dominant influence on 
progressivity of the distance criterion has 
been tempered hy the weight for population 
and mcKlificd in diffcrenrdireclions by the 


other three component.^. One wondera 
whether all this fine turning Is really 
worthwhile; the ‘memo* coiumninTablc IS 
will .show that the TFC could have arrived 
at more or less the same ftnal result if it had 
opted for a simple and robust cocktail of 40 
per cent for population and 60 per cent for 
the dlsluncc criterion. 

Gap Fiixwn 

To the extent that the devolution of tlic 
.shareable taxes leaves revenue deficits in the 
non-plan accounts of certain .states, the TFC 
has recommended grants under Art 275 to 
fill the residual gap. Tables 16 and 17 will 
be of interest in this connection. Table 16 
shows Uic relative financial status of the 
major stales over the lime span of four 
Finance Commissioii-s. Gujarat, Haryana, 
Kumutakaand Maharashtra have consistently 
maintained their position as pre-devolution 
surplus states while Punjab has slipped from 
this category in the Ninth and Tenth 


Tabu- M ; Sharks to States in ihk 
S HAkhABL h T AXES 

{Prreeni) 


I'l nance 
( omiui.s.sioiis 

Income Tax 

Basic Exci.se 
Duties 

First (1952-57) 

55 

40* 

Second (1957-62) 

60 

25^ 

TIuid (l•>62-66) 

66.67 

20' 

ItHirthll *>66-69) 

75 

20* 

l-inh (1969-74) 

75 

20* 

Sixih (l'/74-79) 

m 

20* 

Seventh (1979-84) 

85 

40* 

1-j^hlh (1984-89) 

85 

4.-5*" 

Ninth 1 (1989-90) 

85 

45*' 

Ninth II (1990-95) 

85 

45* • 

Tenlh(1995-2000) 

77.5 

47.5* 


Noles: (!> Re.stncled lo excise duiie.s on 
tobacco, matches and vegetable 
product.^. 

(2) Restricted to exci.se dutic.s on 
tobacco, matches, vegetable 
pnniucts, .sugar, ct»ffee, lea, paper 
and vcgelaMe iion-es.seii(ial oils. 

O) All conimodilie.s yielding Rs 50 
lakh of exasc revenue per year 
cxoopi motor spirits. 

(4) All excisable commodities. 

(5> 5 per cent earmarked tor deficit 
.siale.s 

(6) 7.425 per cefit (16.5 per cent of 45) 
eaimaiked for deficif slates. 

(7> 7.5 per cent earmark^ tor deficil 
slates 

Sou$re: R€f^orU of Finance Comnuxsiom, 


Tabi I: 10: Staths - Actuais ano Prc«htionn 1900-95 and Proibctions 1995-JlOOO 

(/tscrore) 



1990-95 

Actuals* 

Ninth 

CMimussion 

PlR^eciifins 

1990-95 

Tenth 

OoimiussiQn 

Projeouons 

1995-2000 

(11 Pre^devoluiioa non-plan revenue nnpliis 

-124376 

-55866 

-122325 

(2> Tax .stwies 

98621 

87882 

206343 

(3) Bnance r«uniiiis.sioii giants 

10237 

»I54 

20300 

(4> Revenue suiplu.s after tfansfieis(l'P243l 

-15518 

♦41170 

4^104318 


Mtre;l RF for 1993-94 and BE Air 1994-95 
.VfiN«rrr: aiMf feiilh 
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CoilunmionH. Af the otixer end of the 
spectrum, as might he expected in u scenario 
of stagnant tax shares, more and more slates 
have regressed into the post-devolution 
deBcitcategory.They inclmlc tlie low income 
states of Orissa and Raiasthan in tlie earlier 
commissions and Uttar Pradesh and Bihar 
in the later imes. Two middle income states. 
West Bengal in the Eighth CcYmmission and 
Andhra Pradesh in the Tenth Commission, 
have also had this dubious distinction 
Apparently, the ease of Andhra Pradesh is 
to be explained by the combination of partial 
prohibition and large food subsidies. 
Table 17 shows the break up Ixjlwccn lax 
sharing and deficit financing (via earmarked 
tux shares and Art 27^ grants) under (he 
different Commissions C<impared to llie 
Seventh, tax shares have playeda les'.er role 
vis-a-visdcficii financing in ihe Eighth, and 
especially in the Ninth Commissions Tlie 
paUen\^in the TEC restores the practice in 
(he Eighth 

Tlicie IS norcuson why deficit states should 
mil be called upon lo ctiver an appropriate 
part of their deficits thriYugh icsource 
mobilisaiitif) and expenditure reduction. 
Howcvci. the TEC has not departed from the 
gap tilling approacli ol its predecessors 
l>espitc l>eingiec|uiiCil underoneof its terms 
of reference Uy take into ac count the }xitenlial 
lorratMiig additional (axes in (he states, ihc 
TFC has not attempted to sjxxifically 
estimate this ixncntial insiead il ha^ been 
subsumed undci the tax buoyancy estimates. 
The result is that a middle iiKonic stale like 
Andlira Pradesh with a (ki capita iiieortie 
per cent higher than ami a jk-i capita own 
lax revenue ^ 4 times that of Bihai jiels a 
per capita deficit grant of Rs 157 K which 
is 2 7 imics that ot Bihai's entitlement 4>f 
Rs59 I In other woixN the TEC has (ailed 

10 sort out Uie fiscally imprudent (Andhia 
Pradesh) fn>m (he fiscally disadvantaged 
(Bihar) by filling alike the resnlual revenue 
accouiugapsliHrlK»(liol them, InlhepnKCs.s. 

11 hasmissed the ^.Ypporiunity ioo(x:ratioiialisc 
its t>wii exhortations |\>i g:water tiscal 
discipline 

111 

Other Issues 

Wc now turn to the isjucn which arc 
ancillary or supplementaiy u> the TEC's 
main scheme fm the transfer of tcmyuix'cs. 

UpxmdaUon (»rants 

One of the lennsol retciviice t'4»i tlie TEC 
is that it should pix wide foi "the ix;quiicmcii(.s 
of slates ftH'modcmisat i« >ii td'adminlsiraiKHi. 
c g. computerisation t>f land recixrJs and 
piovidiiig faster clkanitcls of cxunmunicalitm 
up to and above district level, and for up¬ 
grading the standards innon-Hlcvelopmenial 
soctors and services". Hie cuminis.sion has 
.inteipreled this mandate rather widely 
(wdMly?) kxpixipcweupgradatkm grants (for 


states other Uiaii those with pre-devolutHm 
surpluses) not only for non-devclopmcntal 
sectors (such us police, fire services, jails, 
treasuries and record rixxms) but also for 
developmental needs (such us primary 
schixils. upper primary schools und girl^' 
education). Furthermore, it has taken it upon 
itself l(>pro|H>.sc grauLs for so-called'special 
problems'. It has a.vsiduously Ux>ked foronc 
special pmblem* or another in all Ihc suites 
(including iho.se with pre-devoluli<in 
surpluses) and has succeeded in finding a 
bewildering variety of them. 'Special 
problems' include Hood control and 
irrigation, land improvement, drinking water 
supply. uH)ai\ development, slum clearance, 
medical facilities, the dcvclop-ment of 
backward areas, forests und fishermen. Ihc 
building ol airports, tourist facilities. sp<Yri.s 
stadia, secretariats and legislative 
assemblies, trunnng. tax collection und even 
(he conservation ol plant genetic resouires. 
Be that as it may, the totality of such grants 
for upgradalion and special problems (Rs 
2,60X.5 cTore) accounts for only I.I.5 per 
cent ol the TEC\ aggregate transfers. In 
its n>lc as Santa Claus. Uic commission has 
thus given away not 'large.sse' but only 
'baksheesh' - which is lo l)c expected fn»m 


satisfied tourists to (hose who have taken 
giKxJ care of them. 

Grants for IjkuI Bodies: 

Although not requited lo do so under its 
specific terms of relcivnce. the TFC has 
propirscd Ks crorc (2 4 percent of 

overall transfers) as grants it) local btxlies. 
Tills is in (he background of (he amendment 
lo Article 2K() (5), as part of the 73rd and 
74lli amendments toihcCt)iistiiutit)fi. which 
call up4)n Finance Commissions to 
rcctunmcnd measures lo supplemcnl the 
resources of panchayats/municipalitics in 
Ihe states Pending the recommendations of 
State Finance Commissions tor IckuI htxlies. 
the provision lor this pur|X).se has had to be 
an ad hoc one Nevertheless, the TFC is to 
lx: congralululed lor going beyond its strict 
tertns ol reference in taking this initiative 

Calamity ReheJ: 

Based on experience during 1983-93. tJic 
commission has updated the Calamity Relief 
Fund to u total si/e of Rs 6,304.27 crorc in 
199.S-2(KK). Of this the central contribution 
of 15 fKT cent (Rs 4.728 19 emre) has Ixicn 
providcil as grants to the states while the 
slates' share (Rs 1,576.08 crorc) has been 
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included in (heir expenditure cattimutcK, (n 
uddition the commission hus pro[HYscd a 
National Calamity Relief Fund (NCRF) for 
dealing with calamities of '*rare severity". 
Hie size of the NCRF during 1995^2()(M) is 
Rs 700 croi-e u> be built up on the basis of 
75:2S contributions from the centre and the 
state.s. As a token of national solidarity and 
inter-state cevoperation* the NCRFrepresciiis 
an excellent initiative. 

One feature of Uic commission’s scheme 
for the main Calamity Relict Fund (CRF) 
re^juirescomment. This is that the unutili.sed 
balances in the fund will be available to tlie 
respective stales a I (lie end of the fifth year 
or thereafter. Tlic CRF being in the nature 
of an insurance fund, it Winild have been 
logical to adjust luturc contributions in the 
light of past uccumulations in.siead of 
letuniing the latter to the contributors. A part 
of such balancc.s could also have been made 
available for the NCRF 

Disinhiition of Additional Duties: 

Tlie devolution under this head is in the 
nature of a lax rental arrangement whereby 
the states compensated for the sales taxes 
replaced by additional excise duties on sugar, 
tobacco, and fabrics (cotUm. WiK)ilcn and 
man-made).Chapter VI m the TFC s rc|H)rt 
provides a concise account ol the problems 
,faced in this arrangement and ot the 
approaches of earlier commissions lo the 
sharing i)t the proceeds In tlie absence ot 
reliable si ate wise consumption figuies. the 
F.ighth and Ninth Commissi<ms had given 
equal weightagc lo population and state 
domestic product (Sl)Pi in the sharing 
formula. The TFC has slightly modilied it 
as 50:40:10 for population. .SDP and stale 
sales tux collections. 

Grants in Lieu of the Repealed Ta\ on 
Rail wax Passeiif^er Fares: 

The anumtu has been upgraded from 
Ks 150 crorc m the Ninth Commission to 
Rs 3K0 crorc for 1995-2000 related \o the 
same basis vr/. 10.7 per tent ot the non- 
suburban railway pas.sengei eainings. 

Debt RelieJ: 

The nature, growth, magnitudes and 
ramifications of the state's debt positiiui is 
a large and complex subject. It is not possible, 
given the scope of tills paper, loconlcxlualisc 
the TFC’s recommendations on this topu 
within that overall Iramewtirk As the 
commission itselt has admitted, the debt 
relief it has sought to pitwidc is limited and 
is largely confined to state.s under high 
fiscal stress’ for one reason or unolher 
These include (a) all special catcgoiy stales, 
(b) Orissa. Bihar and Uttar Pradc.sli being 
the slates in which the average latcs ol 
interest payments to revenue cxpeiuhiures 
exceeded 17 per cent during to 

1993-94. and (c) Puniah m respect ol luic- 
third of principal repayments due during 


1995-2(XK)on special term loans for fighting 
miliuncy. These specific reliefs adcf up to 
Rs 701,14 crorc compared to debt relief of 
Rs 975.62 crorc provided by the Ninth and 
Rs 2,2R5 crorc provided by the Eighth 
Commission. The quantum of debt relief is 
no more than about 6 per cent of aggregate 
repaymeiiis due on central loans from tlie 
slates during 1995“20(K) and 15.5 per cent 
of repayments due from the slates to which 
relief has been extended. 

Tlie stringency of the TFC in the matter 
of debt relief has been supplemented by a 
touch of sophistication. The commission has 
evolved a .sclicine for linking debt relief to 
improvemenl.s in the ratioiif revenue receipts 
to revenue expenditures in the states and 
another which links debt mlief todebu retired 
through (he disinvestment of equity in state 
public cnterpnsc.s. These arc interesting 
innovations whose actual impact time alone 
can tell. Meanwhile, the new schcmc.s amount 
to an invocation U> the virtues of .self-help 
on the part of the states. After all, even god 
helps only those who help themselves! 

IV 

Alternative Scheme for Devolution 

Conceptually, the most interesting part of 
the report is it.s chapter Xlll cntirlcd 


•Devolution; An Altenlative Scheth<^M1ie 
essence of the alternative is that Ihe base for 
the devolution of taxes from the centre to 
the states need not be confined, as at present, 
to income taxes and excise duties but could 
include the gross proceed.s from all taxes that 
are, or may be, levied and/or collected by 
the centre. The rationale rests on several 
strong grounds: 

(i) If burden-shunng is spread across all 
its taxes the centre will not have (opart 
with Ux) high a proportion in a limited 
number of shareable taxes. This, 
particularly in income taxes, is proving 
to be a disincentive. A .smaller ratio of 
sharing on the entire tax base can be 
expected to pnivide greater incentives 
lothc centre in Ihejcvy ancl/orcollection 
of all its taxes. 

(li) The stales will benefit from buoyancy 
across-the-board instead of only in Uie 
shareable ones. ^ 

(iii) Tlie level of devolution can be more 
a.sKured and predictable. 

(iv) The stales themselves have been 
pressing for the inclusion of the 
corporation tax in the divisible pool. 

(v) The centre will have an incentive to 
exploit the potential for additional taxes 
under Articles 268 and 2^9 if these loo 
arc included in the base 


Tahi ^ 14: lloki^oNTAi Smakini* in .Sixth loTf-Nin ('ommismons 

{Pet rent) 

1971 PopulatiDii Shares Weighted Shares in I f and Basic Eixcise. 


Income Uategone.'-' 




Lxchidtni: Lannarked Shares lor Deficit Slate.'? 

Sixth 
.( om- 

mission 

Seventh 

and 

1 jghth 
Com- 
mis.sion^ 

Ninth 

and 

ienlh 

missnms 

Sixth 

Com- 

mi.s.sion 

Seventh 

Uoiii' 

mi.s.sion 

Righth 

C'om- 

mission 

Ninth 

Com¬ 

mission 

Tenth 

Ctmi 

mi.'^Sion 

(1) High Income* 

18.604 

18..*>% 

18 ^42 

18.52 

15.600 

1 VKW 

13.816 

12.871 

(2) Middle Income' 

.33.192 

3L179 

33 082 

33.19 

32.623 

32.248 

32.751 

31.787 

(3) Low Income^ 

43.242 

43.225 

4L098 

43.40 

46,824 

49.455 

48.335 

49.008 

(4) Special category*' 

4.962 

5.0(K) 

5.278 

4.89 

4.953 

5.188 

5.098 

6.334 


1(H).0(M) l(K).0(M) 

100 000 KKl.OOO 

100.(M)0 

100.000 

100.000 

100.000 


Note^: I l ollow.s tlie classificaiton in the first repon ol the Ninth Finance C'onmu.ssion (19K8) 

2 Ciujaiat. Haryana. Maharashtra, l*unjiih. 

^ Andhr.i Prade.sh. Kaniataka. Kjjrala. I'anul Nadu, West Bengal 

4 Bihai. Madhya Pnidesh, Ons.sa. ka)asihan. Uttar IVadesh. 

5 Assam, Hiinachal Pradc.sli, J and IC,*Manipur. Meghalaya, Nagaland.. Tripura in Sixth, 
Sikkim in addition in Seventh and f!igh(h and Arunachal h-adesh. Goa and Mizoram in 
addition in tlie Ninth and Tenth ('omiiu.ssions 

Sow re' Repot ts of Finance Commissioti\. 


Tadi I* 1^- 'fhMH Commission - Dkc'omi-osition oh Indiviouai C'RiTkRiA for Horizoniai Shariwi 


liu'omc Category' 

Popula¬ 

tion 

Distance 

Criterion 

1 

fax Hffoit 
('ntenoii 

Area 

Oilenon 

Infra¬ 

structure 

Cnienon 

All 

Memo 

40 Per Cent 
Population 
and 

60 PerOnt 
Distance 

lligii incoiiie 

18.542 

9,985 

15.'X)0 

17.300 

14.320 

12.871 

13,409 

Middle income 

33,082 

31.538 

38.920 

20.080 

27.020 

31.787 

.32.157 

(a>w tiieome 

43.(m 

52.972 

41.910 

36.460 

51.840 

49.CK)« 

49.021 

Spc'cial category 

5.278 

5,505 

V270 

26.160 

6.K20 

6.3.34 

5.413 


lOO.CXM) 

100.000 

l(M).(KK) 

KKLOOO 

109.000 

100.000 

IW.OtX) 


Note: I As in lahic 14 ^ 

Sow re: ('oiiipule<( from ilw Report of the Tenth Finaiwe Omttnssion. 
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Tto commwiiion )m aliio drawn ^support 
for its proposal fioio two sources. The first 
is a reconuneadation in the Interim Report 
of the Tax Reforms Committee (1991) that 
"'with the consent and co-operation of Uie 
states the relevant Constitutional provisions 
could be amended to the effect that 25 per 
cent of the aggregate tax icvcnucs shall be 
shared with the states" considering that at 
present tax devolution constitutes around 
24 per cent of the centre's total gross 
icvenues.*^ Tlicother is 'a suggestion‘ made 
to the TFC by the union ministiy of finance 
that the commission may wish lo examine 
the desirability of lax sharing from the entire 
lax revenues of Uic centre (except union 
surcharges) with the proviso that the 
percentage of such sharing “may be pitched 
at 22 lo23 percent and should remain fixed 
for20 years". Tlic commission’s ‘Alternative 
Scheme' would thus seem lobe a trial bulhvin 
the floating of which has had the informal 
encouragement of the union ministry of 
finance. 

The commission* s specific proposal is tliat 
29 percent of aggregate central tax revenues 
should be made shareable with the stales m 
terms of a constitutional amendment and 
that this proportion should be’reviewcd once 
in 15 years The figure of 29 per cent has 
been amv^d at as follows* (a) Sliaies in 
income taxes, basic excise ilutics and flu- 
grant in lieu of the tax on railway passenger 
fares have together amounted to aixml 24 
per cent of aggregate central tax receipts 
during 1979-1995; (b) including the ixnential 
from taxes envisaged in Articles 26K and 
269, it will be reasonable lo mark up this 
propi)rtion to 26 per cent, and (c) udditioiiul 
cxc ise duties have amounted to about .3 per 
cent of aggregate central taxes during 
1979-95. This can l)c added to the 26 per 
eeiu; the tax rental an angemcni terminated 
and additional cx(i\sc duties merged with 
basic excise duties. The commission has 
ixicommcndcd that its 'Alternative Scheme' 
may be brought inu> foivc, after tJic necessary 
constitutional amendments, with effect fmm 
1996-97 leaving intact for the balance of its 
award period the inU rse shares to the states 
and the grants recommended by the TFC. 

The commission has not spelled out the 
exact constitutional amendments which will 
be required loeffcctuatc itsproposals. Ithas 
also been silent on the n>le of future Finance 
Commissions. Presumably, they will still lx: 
required to advise on hon/oiual sharing of 
the divisible pool, deficit grunts, grants-in- 
aid for other purposes, grants for local bodies 
and i>lher matters that may he referred to 
them ‘in the interests of sound finance’ 
(Articles 275 and 280). 'fhe Constitution, as 
itstands, assures the states that both vertical 
and horizontal sharing and supplemental 
grants*in-aid will be determined by a high 
level constitutional authority once in five 
years. Five years arc also the span of 
development plans with which such a 


deteminatton wiQ have to be co-ordinated. 
If this regimen is to continue, it is not clear 
why vertical sharing should he entrenched 
for 15 years as recommended by the TFC 
or for 20 years as desired by the ministry 
of finance or for all time as proposed by the 
Tax Reforms Committee. Any proposal for 
.such an extended entrenchment is 
objectionable on three grounds; (a) n 
abrogates thecoiistitulionul right of (he states 
for quinquennial sharing, (b)dc-synchronises 
vertical from horizontal sharing ignoring the 
fact that transfers lo the stales have to be 
a product of the two. and (c) severs the link 
between slaiuloi-y transfers and the planning 
process. It is. thercl'oix^, unfortunate that the 
commission should have flawed its 
‘Alternative Scheme’ by proposing that 


vertical shares should herevie wyd only every 
15 years. 

Having said this, it is useful lo lecog- 
nise that the commission’s ‘Allcmalivc 
Scheme’ has made a significant comri\ 
buiion in indicating the direction in which 
cenlre-slale fiscal transfers can be 
restructured and in openiljg up adebateon 
this is.sue. 

V 

Conclu.sion: An Alternative 
to the Alternative 

As a contribution tofuHhcring this debate. 

I shall conclude with outlining an alternative 
that is an impitwemcnt in several respects 
over the one proposed by the conunission. 


'I'abi I (6: I-inanc’Iai S rATus oh Major Siaihs - SfcVfcNrinn I'tsTii ('ommismonv 


('’aiegory Seventh Fjghth Ninth Tenth 

C^oinnu.ssion ^'oinnu.ssioii ('oininiSMon Coninii.s.siun 

(l'W-J(4) (I9X4-X')) (1995-2(KK)) 


I I*rL‘-devoluli(»n 
.surplu.s .sUiiL\s 


2 Po.st-t1cvoluiii)i] 
liciiai Slates 


1 Gujanii 

2 Haryana 

^ Karnataka 

4 Mahantsinra 

5 l^jtiiab 

I Onssa 


1 (iujaiat 

2 liaryaiia 

^ Kaniataka 
4 Maliarashtra 
^ l^iniah 
6 'I'aniil Nadu 

1 kaicLsthan 

2 We.st Bengal 


1 Crufanit I (jujarai 

2 Maryana 2 Haiyana 

^ Karnataka 3 Karnataka 

4 Maliara.shtra 4 Mabarushtra 


1 (>ns.sa 1 Andhra Praitesli 

2 KaicLsihan 2 Bihar 

3 tliiar fVadesh 3 ()n.s.sa 

4 KaiiLSthan 

5 Uttar Pradesh 


Sow .r * Rejjot nf Finance Coinim s 


^^H'l' 17 Tax SiiAki'S A\ii Oi'H( n Pinancim. Siviviii lo'I 'pmm (V>mmissi()ns 

fR.\ nore) 


Source 


Seventh 

llighth 

Ninth 

lenth 



('omini.s.sion (‘oninussion 

(‘ommiSwSion 

ComiYussioii 



(1979-84) 

(1984-89) 

(1990-95) 

(1995-2000) 

I’iix share.s 


16139 

28977 

67238 

165242 



(93.2) 

(85.9) 

(81.6) 

(86.0) 

IX'ficil linanciiig 


1171 

4764 

15168 

26798 




(14.1) 

(18.4) 

(14.0) 

l0 via fax .shdre.s 

- 

2564 

9152 ■ 

19215 




(7.6) 

(11.1) 

(10.0) 

(ij) nm^ugli Art 275 rimnts 1173 

2200 

6016 

7583 



(6.8) 

(6.5) 

(7,3) 

(4.0) 

Total 


17312 

33741 

82406 

192040 



(KKU)) 

(KK).()) 

(1000) 

(100.0) 

Ntjte- F-igua‘,s jii brackets are percentages to eolumn totiil.> 
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Tadi I 18' Shaki-s in ('i-NikL's Tax Khvi.Ni hs 





» 


{R.s ( lore) 

Year Tax Share.s 

All 275 

Grant.s for Total 

Centre’s 

Percentage 



(Jranl.v 

State Plains t>f (2) to (4) (iross Tax 

of (5) to (6) 





Revenues 


(1) 

(2) 

O) 

(4) (5) 

(6) 

(7) 

P)90-‘)l 

14535 

2402 

4268 21195 

57576 

36,8 

l'Ml-92 

17197 

2114 

6121 25432 

67361 

37.8 

1992-93 

20522 

2073 

8464 .110.59 

74637 

41.6 

1993-94 

22242 

17*6 

10099 34127 

75744 

45.0 

1994-95 Rii 

24843 

1701 

11141 .17685 

8983 J 

42,0 

1990-95 

99339 

10076 

40083 149498 

.165419 

40.9 

1995-96 BH 

29388 

5458 

9477 44323 

103762 

42,7 


Nolf‘. 1 Including additional excise duties. 
Scmrrr: Cenlral Budget docuineiils 


il 
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Thw i« the following: 

(1) Tlic entire gmss (ax revenues of die 
centre will constitute thedivisihle p(X)]. 

(2) Devolution will cover not only the tax 
shares, the railway grant aiul additional 
excise duties hut will also he related to 
revenue gap and upgradaiK>n grants and 
central grants which arc part of its normal 
assistance for state plans, Fri>ceeds from 
Articles 26H and 269 taxes will also be 
part of the divisible poed. 

(3) Table IK shows that the transfers 
proposed in (2) above for devolution 
have amounted to about 41 per cent of 
the centre’s gross (ax revenues during 
1990-9.S and to about 43 per cent in 
1995-96. It will, accordingly, be 
reasonable t<' piu^vide through a 
constitutiona] amendment (hat. 

(i) mH less than 4()pcrccn{ of the cen tic ’ s 
aggregate gniss tax revenues will 
be sliared with the states; and 

(ii) that this ra(ii> will be reviewed once 
in five years. 

(4) Consequentially: 

(i) additional excise duties can be 
merged with ba.sic duties terminat¬ 
ing the (ax rental ummgcmenls; 

(ii) Tliere need be no separate plan 
grunt-N tor stale plans, 

(iii) giants tt>r calamity rclici and for 
local bcKlies will be .separately 
ilctermined in relation to needs 
assessed trom time to time: and 

(iv) grants tor central anil centrally' 
sponsored schemes will also be 
separately provided 

(5) Horizontal sharing criteria will he 
reviewed once in five years along with 
modifications to (he stipulated vertical 
shiu'ing proportion. The domain ol 
vertical and hon/ontal sharing will cover 
the non-plun and istaic) plan revenue 

acciuinis. 

(6) Hon/ontal shanng criteria will be bn>ad- 
basedon fx^pulation. pei capita incomes, 
the poverty ratio and other such factors. 
Tilt’ criteria will be approved by the 
National Development Council. There 
will be no gap-filling gnmis or <ul hor 
grants for upgradation and s))ecial 
problems. 

(1) Normal plan assistance to states can. 
thereafter, be confined to loans and to 
the capital accounl.TIiis will enable and 
encourage the financingofinvesiments 
in the power, irrigaiiiui, infrasirueiure 
and urban development sectors to be 
.shift ed to all -I nd ia dc vc lopinent lending 
insiitutums. They will be in a better 
{losiiion to link financing to policy 
reforms in the states and in the entities 
operating in these sectors. 

This versnm is more logical, compre¬ 
hensive and equitable than the coininission's 
scheme. It provides for the states to Ik 
constitutionally assured of ammii/mm share 
in the aggregate tax revenues of the centre 


while retaining the possibility of this share 
being upgraded in the light of needs and 
circumstances prevailing in each plan 
quinquennium at both levels. Likewise, 
horizontal sharing will be flexible. It is 
also designed to (a) integrate plan and non¬ 
plan financing in the revenue account, (h) 
distinguish between autonomous stale plans 
and central support for outlays in sectors *>1 
national impoHance. (c) delink central loan 
assistance ti^r investments from grants for 
current outlay.s. (d}enforce fiscal di.sciplinc 
by eliminating revenue gap grants, and (c) 
effect horizontal .sharing on the basis of 
transparent and robust redistributive criteria 
IoIk approved by the National Development 
Council 

As part of such a restructuring, it will be 
logical to give the Planning Commission the 
constitutional status and mandate todcterminc 
hoUi vcilical and horizontal sharing for each 
plan period. Unlike Finance Commissions, 
which arc discrete occuiTcnces. the Planning 
Commission is a standing bixly with a per¬ 
manent secreUirial and continuously conver¬ 
sant with finances at both levels through the 
five-year and annual planning priKes.ses. 
Linked as it is to the National Development 
CiKncil, the Planning Commission will be 
in a position to develop a long-term federal 
consensus on the extent and pattern of 
transfers from the ceniie to the stales and 
between the slates. If that happens, settled 
policy can replace thcquinqucnniul "gamble 
on the personal views of five members" 
Provided with a constitutional Status - which 
is desirable for other reasons as well - the 
Planning Commission is likely to be no less 
*indc|Kiulcnl’ than Finance Commissions: 
the latler too are appointed by the central 
government; guidclined by specific terms ol 
reference: and submit repi^rls which arci'iily 
recommendations 

To conclude, in tlie sequence of Finance 
Commission Reports. theTenthCommissinn 
IS among (he outstanding ones, The 
commission has had to carry out its remit 
in a particularly difficult fiscal situation. Its 
pro)ccHons of resources and requirements 
may not. alas, turn out to be realistic 
However, they .set fairand reasonable gi>als 
The commission has been stingy in respect 
of vertical shares and debt relief but in the 
curi’ent fiscal context this is mil unforgivable 
The adoptii>n of an identical formula, 
predominantly based on |X)pulalion and the 
distance criterion, is a reform that is sound 
and progressive in its economic logic Tlie 
grants to local bodies, (heeslabli.shincnt ol 
a National Fund UirCalumity Relief, and the 
chapter on del cnee expendilure.s are 
iiotcwortliy initiatives. The 'Allcriuitivc 
.Scheme' - altluiugh tlawed and inadequate 
in its prc.scni fi>rm ~ may prtive \o be a 
historic contribution if it stimulates thought 
and actum on a rational restructuring id 
federal fiscal transfers. If ihc restructuring 
IS put (hix)ugh. on the lines argued In thi.s 


paper, with effect from 1997-98» coinciding 
with the commencement of the Ninth Plan, 
the Tenth Commis.sion will also have the 
distinction of being the last in the series. 
Slumld it he felt tltat the states will be deprived 
of fiscal advice fmm Finance Commisskms 
in the future, remember lhateven the biblical 
Commandments did not exceed ten. 

Notes 

1 Ihroughout (hi.s paper, 'award penod’ is used 
a.s a convenient coit(K|uiiUi.sm for the penod 
to which the tenmtnietuiatiotis of Finance 
('ommi.s.'^ion.s relaie 

2 Rcpoil ol (he Fourth Finance foiiimi.s.sion. 

PP 8-y, 

^ S (lUhan. Flawed Devolution Scheme'. 
liroiiomir muf Pufitical Weeklw Bombay. 
June 9. 1900 pp 1269-74. 

4 Report ol the liighlh Finance ('i>mniis.sion. 
pp I22-2L 

RorH>n ol tJieTenth h'lijance ('omnn.'^.sion, p 64, 

6 Ironicutly. tood siihsidie.'« have been 
signiticanlly iiuTeased in Andhra Pradesh 
and Tanul .Nadu within weeks poor to the 
release ol the TF(".s report The po.si 
devolution iion-pJan revenue dellcii in the 
(Vntriil Budget tor 1995-On is Rs 6,211 crore 
compared to Rs 1,76X crorv projected by the 
('omini.s.sjon {rtdv Annexuie XI. 1) The 
wnr'^eiiing is miiiiily because Rs 12.401 crore 
hav been provided lor majoi subsidies as 
again.sl R.s X.300 crore pn>]ecied by the TFC. 

7 !ntenm Report ot the fax Relomis('ommitiee 
(1991), p47. 

X Retxirt of tlx? Tenlli Fiiumce ('ommi.ssion, p 7. 

9 Report ol the Seventh Finance ('oiiimis.sion. 
p X2. 

10 Report id the I'lghlh Finance ('ominis.sion. 
p 41 

11 Report ot the C'onimi.ssion on ('enlre-State 
Relations, p 275. 

12 Report ot Ihe I\‘iilh Finance ( onmij.ssion. p 21. 

13 llie adiu.sied distance cntenon gives weights 
in inverse pniporlion lo the di-stance of the 
pel i apila income ol Ihc slate, in the leteience 
penod trom lliai of the .state with the hjghesi 
per capita income AdjusimenI is made tor 
Ihe highest income stale by placing it on pai 
with Ihe second highest Tlie proportions are 
weighted by population. For details see 
paragraph 5.40 al p 23 ol (he Report of the 
Tenth Finance ('ommis.sion. 

14 Report ol the Seventh I'inance (\>mmi.s.sion. 
pp 1^0-51. 

15 Report ol Ihe Fourth Finance ('ommissioii. 
PP 92-93. 

I (> Ri’pon ot tlH’ Sixth Finance ( oniiiussion. p 16. 
17 Report ol Ihe Seventh Finance ('ommt.s.sioii. 
p X6, 

IX In 19X7-90. Ihe per capita VSDPol Andhra 
Pradesh w:i.s R.s 3,455 and tfuit ot Bihar was 
R.S 2.135. In the .same pi’niui. Ihe per capita 
own tax revenue ol Andhra l^radesh was 
R.v 333 and for Bihar it wa.s Rs 99. With a 
1971 popiilatiiMi of 43.5 mtilton Andhra 
Pradesh gets a revenue deficit grant ot 
Rs 686.45 ctxue while Biharwithapopulation 
ot 56.35 million get.s a deticit grant of 
Rs 333.06 crore. V'rr/c Aiiuexures V.l, V.3. 
V.4 and Table 2 al p 51 ol Ihe Rejum ol the 
Tcnih F'tiiance ('ommi.ssion. 

19 Interim Report of tlie 'fax Ret onus ('om¬ 
mitiee (1991) p 45. 
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Market Forces and Language in Global India 

y 

Peftay M«han \ 

In the interest of efftciencv. ulohalisation processes produce pressure for the homogenisation of language. In 
multilingual India, market forces, the nmss media ami the state are supporting the creation and spread oj a few common 
languages at the expense of the majority oJ regional languages ami dialects. 


...but the shadow face 
swayed by the ochre ripples seemed 
homesick 

for the history ahead, as if its proper place 
lay in unseltlement. 

— Derek Walcott, Omeros: 140. 

’A Hgndrri) Fu)wkrs’ 

^ THERE was once a lime, not so very long 
ago. when malters in Ind la could be addres.sed 
through political debate. 

In tile domain of language, large minorities 
outside the Hindi heartland could protest 
against perceived hegcmonial thrusts from 
the centre, and successfully fence in Hindi 
as a regional and not a national language. 
Likewise, tribal conununities could agitate 
for their right to ethnic self-expression and 
education in their own languages. In the 
government and corporate* sectors, and in 
academia, many suppemed English a.s the 
best candidate for the loh of national link 
language with its automatic *uplink' to the 
global system. Tliis group was. in turn, cut 
off at the pass by socialistic spirits vvhi> 
deplored tlic way English united India’s elite 
classes by alienating (hem Irom the 
vernacular life of their own home rcgi<»ns, 
assigning India's indigenous languages and 
theircco.sy.stems lo.stiillification. In this vast 
self-regulating clmrus the plea for a single 
indigenous national language - H ind i - was 
just another voice easily dismissed as ycl 
another self-serving interest group at work. 
It was. as they say, a ‘tree lor ail'. 
Language groups could hold off Uic big 
‘ashvamedhas' not because early post- 
colonial India had any deep respect tor 
fundamental rights, hut because )iowcr vested 
in the Indian slate which in turn had to 
appease the vine banks to retain power. In 
those days the word ‘numbers’ still refened 
to masses of human beings. 

It worked. The general atmosphere of 
stalemate bought precious lime for India’s 
languages to grow in their own image and 
for new ideas compatible with (he sheer si/.e 
ofourlandmass to emerge. Indians learned, 
in the Hindi heartland, to imagine a 
permanently heterogeneous India, and to 
treat the big literate minority languages with 
respect, 

Indians began to cast about formiKlcls that 
would find strength in decentralisation. Tlie 
examples of Japan. China and the ‘Asian 
tigers’ suggested that Emglish-mcdium 
education might not be the only route to 
English proficiency and inicrnaiumal 


success. And the emergence of a European 
Union of developed economies, in a ten ain 
approximately as diverse as India, designing 
around its own heterogeneity, gave a bixisl 
of iea.ssurancc to the Indian expcrimeiu. 

It was almiisi becoming exciting to be the 
only major Asian countiy whose destiny had 
not yet been fixed and locked. But what no 
one fully understood was that this season of 
a hundred Howcrs could only be an 
interregnum. India was not the only 
protagonist in India’s future: there was a big 
world waiting outside, wailing for the 
inevitable day when all the dingy, slothful 
di.sordcr would irritate the Indian middle 
class just a shade too much. A government 
would change, and Ihc lime of openne.ss and 
experiment would come to an end. 

PlIASi TiIRI-SIUMJ) 

It is ollcii llie ease that when we dream 
impossible dreams, and still ihey all come 
true, Ihe end ot our world is near When 
Faust sold hi.s soul to the devil, he thought 
he wa.'^' only in for a few add-ons: a liltle 
more power in an otherwise unchanged life. 
Little did he know that he had crossed the 
frontier into a different scale of reality where 
his wishes weie no longer Ihe ones that 
counted. The name for this kind of transii ion 
is: phase change. 

What phase change docs is bring ordinaiy 
human beings into regional systems, or a 
global mcgasysicm. whose ‘lile’ isgiweined 
by considerations alien to human beings. 
Simply pul, the objective of this kind of 
system is to keep order by suppressing or 
eliminating 'lluclualions' while it carries out 
its own work. Since these systems are 
essentially quantitative Inrasis. they arc 
uncomfortable with qualitative social 
diversity unlinked to the clean lines ot an 
economic hierarchy. Oftentimes the 
objectives of the megasystem strike a 
hurmimious chord with a general human 
yearning for smoothness inday-lo-day affairs. 
But (he point to note is that the inegasystem ’ s 
reasons lor insisting on smoothness, 
efficiency, homogeneity and facelessness are 
not like those of human beings. 

TItis is the reason, beyond implicationul 
coincidence, why regional systems and the 
global inegasystem arc obsessed with 
linguistic hi»inogencity. A mega.system is. 
intrinsically totalitarian*, in that it 
‘I'cconcilcs' contlict not by compromise or 
consensus, but by chiX)sing and bucking the 
strongest' ot ilicexistingopiKmsaiHlseeking 


to absorb or eliminate the others. It is not 
into nuiluring new and imaginative options 
or designer-solutions. At human-fell reality 
such an event wimkl \ic inierprcted as a new 
large gjoiip acquiring an unequivocal 
linguistic identity The point Ikr' is that 
there is no sign of compromise in the 
formation of the new group code: the process 
is Ihc megasystem’s ‘toialilarian’ mode of 
ciwuce-and-eliminaiion. Winner-lake-all 

The struggle, atler all. is not about any 
communication impas.se which might cal) 
tor ad luH' adjuslinents to lacililate 
comprehension outside one’s small group, 
or for any sort of even-handed compromise. 
It is a simple social .sireamlining process and 
knocking oui ol ‘superficial* variation, 
manilcsled in achoiceofone-aiid-only-onc 
ctxlc dial will be the ’persona' of Ihe new 
group. There might be room for sentiment 
in the choice of a standard cixle. because 
sentiment is ol'ten linked to status and the 
pageantry of traditional power. But the way 
the I'inai choice of code is madeeiiminules 
any chance ol parlicipalion from the interest 
groups th.ii arc soon to be the lo.sers. and 
confers an auraof 'righlnc.ss*. 'naturalness' 
and determinism uptm the decision-making 
arm of the rnegasystem: market fiirces. 

li IS luil as though market forces have not 
licen playing a crucial role all along in the 
evolution of India's languages While we 
like to think ol tribal languages and village 
dialeeis us emanating troni something more 
comprehensive than a socio-economic 
context, it is clear that India's standard 
regional languages, and Indian and 
multinational English, took shape around 
major centres ol commerce. Literature 
merely followed and consolidated this 
com mere m 1 ly-i In ven jx'wcr. 

The need fora c<kIc that would encompass 
a vastly largerlerrain coincided with a surge 
in the economy and a transition to a new 
imnle and scale of |x-oduction: in short, a 
Ii^iase change. And the precise form Uiat 
market-ecoiumiy-ctHleumk would be derived 
from the code used in (he major commercial 
centre of that region. Some liumans were 
favoured in the process, and from within this 
new dominant culiurc there arose a myth 
about the infallibility of the market that had 
brought them to a position of power. After 
all. the market had no (x:rsonal bias. 

India’s present shape is as a four-liered 
sti-uctui-e. with tribal languages on the bottom, 
representing the jximeval hunling-and^ 
gathering economy, .sharply discontinMous 
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in linsui^tic form from euch other. »nd from 
the re^it of the configuration. The nex(-t<>^ 
bottom tier consists of a vast village dialect 
continuum, representing (he KUhsistence 
economy, with each village having its own 
dialect-identity, but with formal resemblance 
and mutual intelligibility spreadover a much 
larger area of conomic interaction. The next- 
highest tier, at 'sea-level’, consists of the 
separate standard regional languages, each 
representing Uie eCi>nomie cpieentic ol a 
large region, and forinally rciaied lo the 
dialect continuum of that region. And on 
the lop of the pile is Hnglish. representing 
national state power, coiporate power, the 
scKzial elite and India’s inlertaee with the 
global system, as sharply discontinuous in 
form from the rest o{ the contigurjlion as 
tribal languages at the bottom had been 

Only in llic ‘tribal’ north-east is tlie route 
to power Ic.ss agonisingly long. There the 
transition from tribal’ language to hnglish 
is more or less direct, as it is in much of 
south-east Asia, u telling commeiU on the 
distinclnc.ssol Ihcirpalternofdcvelopmeni 

When standard regkmul languages first 
came into prominence in the medieval era 
with the beginnings of trade and a literate 
city culture, they were not linked lo a pnKcss 
of industrialisation that required f)crmancnt 
mass-scale disruption m the life ot a lalsiin 
torce. Commerce, in that era did not have 
the power to totalise’ that it has UkIuv In 
fact, knowledge of these new languages 
often entailed no permanent change ol 
identity even forlhenewcity dwellers: most 
people rnaintaineil links with their dialect 
roots and treated the regional identity us a 
part-time add-on. So the {xipulatiim bulge 
remained at the dialcct/subsisience plane 
and this ‘centre of gravity* added its own 
inertia. In tho.se days, the dialect/subsistencc 
plateau was above ‘sea level . 

The literate city-culture of the regional 
phase posed no threat to the hmtcrlund until 
it got linked, in this cetuui'y. to a serious 
prex^ess of industrialisation, and fcudalharler 
relationships were ix^placcd by ‘clean' market 
transactions. Continuity in the outward form 
of the regional standard did not mean that 
the socio-economic enviionmeni was 
unchanged. It only meant that a ‘.suitable' 
older variety had been ‘selected' tor future 
dominance by the new system. But vukc the 
context turned industrial and the muiket 
began U> operate, it was a whole new ball 
game. This is the actual I'cgionul plateau 
imagined in Utc ft>ur-ticied model Tlic game 
has only just begun! 

The forces now arc concentrated on the 
top two tiers of the model. The 'centre of 
gravity’ at the dialect/.subsistencc plane has 
begun to lean its weight towards the next- 
higherplane: the rcgional/industrial/niarkct 
plateau. And the global system has begun 
lo exert pressure upon the topmost tier: Uie 
tiny-but-powerful English-speaking layer. 
This has taken the lorm of political 


movements strong enougb to demand 
regional autonomy and an elite class which 
is in the pnxjcss of ‘opening up’ die economy 
as per (he demands of multinational capital. 
BolJi sets of forces have the weight of 
'•numbers’ on their sides: ‘regionalism’ is 
backed by musses of human beings, and 
globalisation' of the Indian economy is 
backed by it>utside money power. 

Tlie story of how lhc.se two seemingly 
disparate forces got reconciled is the story 
of India’s phase change from the world of 
.1 hundred llowers, where every language 
.ind dialect had a chance, to the dark and 
lolaliiunan world of modernity and 
homogeneity. 

Tkiac'.i- 

'I’hcrc was no denying the I act that some 
ol India's indigenous .standard languages 
were crucially important even to the ‘opened 
up market cei>nomy When Stephen 
Spielberg had his blockbuster .////y/.v.wV Tafk 
dubbed into Hindi his aim was simply to 
reach out to the awesomely large viewership 
of the Hindi lx:lt and turn in the biggest prol it 
a ri»rcign film had ever made in iiulia. Wlien 
Kuperl Muidoeh bought STAR TV. the 
Hong Kong based .saiclliic channel. i>nc of 
his first plans was U) develop all sorts of 
programme material in Hindi, as this aK>ne 
could access the rrr// Indian vieweislnp the 
Hindi-speaking viewers. STAR TV had 
excited the Knglish-spcuking urban viewer, 
yes. but it had little lo offer the mass 
viewership. and it was losing heavily in the 
ralmgs game. A viewer-rating behwv 5 pei 
cent even in tiie high-consuming yup|)ie 
sector was not gi>od enough tt> attract the 
advcilising that wtmld ultimately have to 
finance the venture. So Hindi it wa.s There 
was no room li>r argument. This time it was 
big-namch^R‘igncis settling a money matter. 

Outside capilul had begun to intervene 
in the process ot India’s transition from an 
ovei-whclm ingly dialcctAsubsistencc identity 
to an indigenous standard language loyalty 
'Flic i-esult was a triage scenano, whei-esmaller 
literate lunguage.N. with less than.SO million 
speakers, begun to get eclipsed and subsumed 
under the loyalty-shadow of larger, more 
viable ncighboui*s. Bengali and Tamil were 
now the twt\ besides Hindi, which seemed 
tv> stand a fighting chance: they had the 
requisite numbers, within India, and they 
both had si/cabic iwcrscas populations The 
global ‘tail’ liad begun lo wag the Indian 
‘dog' 

Tlie sub-national backlashes of anger from 
the wcll-c.slab)ished language groups that 
were lo be 'phased out* were nothing more 
than ‘llucluations’ within the new emerging 
order. 'Growing pains*. Unless they could 
affect the commercial .sector, they would be 
completely off track. 

It is interesting to think of ‘Hindutvu' us 
a child of the new eamomic order. It is a 
movement that seeks to impose a 


homogeneous chtu'actcr on diverse local 
strands orHindut,sm that Hove grown out of 
a variety of Ind iuncco.sy,stems. It espouses 
the megasystem’s ‘totalitarian’ selection 
procedure ‘ winner-tuke-ull ’, which confers 
all ptiwci s upon the dominant culture; and 
it is ‘magnanimous’ ciVough to want lo accept 
the minority groups it disempowers as 
‘Hindu' by dint of theii* being bom on this 
landmuss. It is intolerant of diversity both 
within the Hindu fold and within the larger 
.society it dominates. 

Hindutvu. also, is not primarily a 
brahminical mvwemcnl. Thk bulk of its 
Icadershipcomcs from the trader/commcrcial 
castes Also, the bulk i>f its committed 
lollowmg is nof tlie g^Kl-fcaring rural mas.scs, 
but educated |>cople from towns and cities 
questing about for a coherent modern Indian 
idenluy. And. in haimonywillnts commercial 
roots. Hindutvu is extremely reluctant lo 
attack the mcgasyslem, which is the true 
s4)uicc of all the crisis in Hindu sell’ 
confidence and the cultural <levastation of 
westernisation Instead it redirects its anger 
at a 'llucluiitinn* wilhin its sphere of 
v>perati(ui. the large Indian Muslim 
conimunily. and uses this conflict Uistahili.sc 
itself. It has acquired the ability to 'save' 
anger anddcpltiy it elsewhere in the manner 
that capital c an be treed from ii.s produciiv^n 
i>asc and iiive.stcd elsewhere. 

The point is that Hinduiva is very mi'»dern 
lorcc that has achieved the level of 
abstractness’ reached by the quantitative' 
vv4>iid outside To be Hindu* now means 
that one will have iiu>i*e rights to property 
in Ayodhya llian any other sort of Indian 
whose ri>ots in Ayodhya soil might well be 
traced into piehislory It doesn'i mailer if 
that ‘Hindu’ has iu iginaied far away on the 
laiulmass of Pakisian or even if he should 
rightly be classed as aCiuru NaiuikMu a Jam, 
The key woul m dns argument is- pri>periy. 
And the deciding I actor is no longer anything 
pre-lilcralelike actual residence. Hnlitlemeni 
is now a matter of sonicihiiig ab.stract like 
a communal identity. 

So it is not at all surprising to find a nexus , 
between a ‘totalising’ idcolt)gy like Hinduiva 
and the market demand for a single linguistic 
solution’ that could totalise’ the Indian 
landmass. The |>oini of juncture is their 
common commercial undeipinning, which 
demands simplicity*. U is in the form of this 
‘simplicity’ that we find the long shadow 
of the megasystem. Because this 'simplicity* 

IS not a simple stripping down of detail and 
uncovering of a cv)mmon cultural core. This 
‘simplicity* is highly ‘mui'ked’, highly biased. 

It IS ‘simple’ according lo the sort of logic 
that expects the discmpowere<l to 'migrate* 
to a totally new worldview and language 
Ic^yally. The point at question hem is whetlici 
it t.s human interests that are being served, 
or whether we arc t^ligcd to delude ourselves 
Uiatthis 'simplicity' and ‘smtxitlmesK’ was 
something out achieve. 
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Onb-WaySirw 

A iow eneigy* siibiistence*level phase of 
aoqal development entails loyalty to a pie* 
liteiatufe dialect, age-independc^ duster 
reiaUonslups..j^nd commumcaiton inter¬ 
active and fsce^K^face. The next plateau is 
a ^higher epeigy’ *regional' pha^, where 
pre^literste dialed loyalty gives way to 
literate language loyalty, a subsistei^ce 
economy to a market economy, agbr 
independenl social relalionhips to 'batch 
brotherhoods', variety to homogeneity, and 
face-to-face communication to the mass 
media,.. The scale of things is now too large 
for one-to-one time-bound interaction. 
Control means that information has to be 
disseminated, one-way, to many destinations, 

. and encoded for storage and later access 
(Mohan 1993(a): 1798, emphasis added]. 

This is a simple scenario of what one can 
expect when the direction of force is only 
/upward', ashiftforward in centreof gravity 
from a dominantly subsistence economy to 
a dominantly market economy. The rise to 
prominence of mass media is an automatic 
f^eature of the phase changei According to 
this model mass media would automatically 
assume greater importance in all the stan¬ 
dard language regions of India. 

Now imagine a more cimiplcx scenario, 
where force is aho cxerled downward fn^m 
the global economy, dealing triage 
condilit^ns by favouring only one local 
language. Instantly the role and (he jH>wei 
of mass media become inflated. 

The one way-ness of mass media is not 
an incidental feature inserted by a 
megalomaniac who actually had the option 
of creating interactive media for the same 
price. Despite the cxislcnce in tiny niches 
of interactive media such as H-mai) and a 
chcapeflicicnt telephone system, mass media 
will have to have a centralising quality to 
them because they involve a level of 
expenditure that cannot be borne by private 
individuals. The entire enterprise of 
organising govcrnmentai/commercial 
sponsorship, sv>urcing news material, setting 
up a supply network for clips, co-ordinating 
a production involving a large crew and 
expensive equipment, and negotiating and 
paying of satellite telecast in itself demands 
the ‘streamlining’ touch of the ‘specialist’. 
And the larger tlic scale of production. tJie 
fewer the ‘specialists’ that can be in (he 
business. So, the stronger Uic appeal of a 
mass media product to the mass audience, 
the rarer the creature with the wherewithal 
to make .such a product. 

Effectively, then, this creates a firm 
separation between thase who originate the 
'media messages’ and those who merely 
receive them. We are now on a one-way 
street. Communication, and ultimately the 
very form of language that gets projected, 
can now be controlled. ' 

This obsessive control, of course, is 
necessary: the phase changes from tlie 'low 


energy’ dialect world of Ibe subsiKtonce 
economy (othe ‘ettergised’ standaid language 
regional plane and to English have also been 
moves away from equilibrium. India has 
become a ‘living’ .system, far-from- 
cquilihrium, sustained by the vast amounts 
of energy and information flowing through 
her. And ‘temporally’, India achieves a 
potential balance by borrowing against the 
future, by discounting consequence. We are 
now a country that owes heavy debts to 
international capital markets. Local acts arc 
also increasingly divorced in time and place 
fn)m tlieir consequences. Wc are now part 
of a high-cnergy megalith that must seal 
itself off from tlie forcc.s of entropy emanating 
from the* simple, unambitious, balanced 
worlds we have left behind. Tlierc is a 
constant danger of backsliding. Tliat is the. 
system ’ s logic in orchestrating an atmosphere 
of control 

But wht> controls’^ There is no simple 
answer to this question, as we have now 
entered llic realm where mysterious forces 
like ‘.strange attractors’ come into play. 
‘Strange attractor’ is a term taken from 
nonequilibrium thermodynamics which tries 
to explain the tendency for spimtaneously 
evolving .structures, high-cnergy .sUoiclurcs, 
to take pre-dclcrmined forms It is an 
unnciving realm, call it ‘hyper-reality’, at 
which wc discover how little a role human 
will can play in determining outcomes. It is 
that realm where humans accept that wc 
cannot design any experiment in which (he 
speed of light will emerge as any tiling but 
constant. It is human beings who are now 
the variables. 

When the directives about choice of 
language come wc can .see (he rcmnantN of 
a powcr.slruggle. State-owned broadcasting 
agencies, such as Doordarshan. when 
commissioning programme material, .still 
offer advice on how programmes could be 
dubbed all the regional languages of 
India, But even they regretfully concede that 
though Uie hardware facilities may exist, the 
‘software component’ - the people skilled 
infasl idiomatic translation from one Indian 
language lo another - docs not. 

The Indian state still recognises its 
commitment to the full spectrum of the Indian 
population, but even the government sector 
is not unaffected by the demands of the 
centralising technology it ha.s opted for. For 
political reasons the Indian state has al>«o 
gone in for a single national communication 
satellite which handles (he prime-time chunk 
of slots. It has master-planned a system that 
relie.s heavily on ‘centralised’ production, 
that is, production primarily in the major 
cities of Bombay and Delhi, whose film and 
television industries operate in Hindi. 
Language heterogeneity in prime-time 
programming will he attempted tnainly by 
dubbing. We are already half-way towai'ds 
homogeneity even before we leave the 
government sector. It is crystal-clear that 


even the Indian stale has found India’s 
lingui.sticplura]ity awkwardand inefficiem. 
Bui the Indian state was answerable lo the 
Indian voters. The commercial.sector is not. 

Tile Commercial sector ojierates through 
the marketing divisions ot sponsor- 
industries. who in turn operate through the 
advertising agencies which handle their 
accounts. It is these advertising agencies 
who ultimately advise the big corpiiralions 
as tohowtodeploy theirsponsoishipsupport 
to programmes so us lo ensure maximum 
vicwership of their product advertisements. 
Though these advertising agencies advise 
more impressioniKiically than they would 
admit, this generally presents no problem, 
as they arc m any case ideologically com; 
patible witli then corporate clients. How¬ 
ever, tlic demand for ‘prtH>r has spawned 
a somewhat dubious rating system -dubious 
in that its total siimple is drawn from adults 
in the main metropolitan cities with 
telephones in their homes, and who are 
willing lo maintain a daily viewing register. 
But even this Hawed system has brought in 
fmding.s that a vicwership level of 20 per 
cent, or 20 television rating points fTRPs), 
is generally achievable only by an inter¬ 
national cricket or football final or a pro- 
granvne in Hindi. “Hindi hai right choice’*! 

And there arc all the refinements. A 
working-class accent in Hindi on the 
soundtrack will mean a ‘down-market’ media 
product. So the same ‘totalitarian’ laws apply: 
with little advertising lo go around, and 
so many programmes in the line-up. .spi^n.sors 
perch nervously upon- a few ‘guaranteed’ 
programmes and refuse support to tlieothers. 
These, -in turn, starved of the sponsorship 
funds needed to pay for broadcast time and 
to repay the loans taken to fund pmduction. 
cither discontinue prcxluction altogether, or 
reduce their production costs sharply and 
become genuinely ‘down-market’ products, 
with low .spon.sorship earnings, cheap .slots 
(at away Irom prime-lime, and a low 
vicwership. Or they simply re-dub the voices 
with the ‘correct’ accents. An advertising 
agency whim has become a directive to 
producers lo find and promote an upper 
middle class Hindi ba.scd on the Hindi spoken 
by fluent Hindi speakers who normally 
operate their lives in English. 

. Scripting-for-sponsorship is now a 
designer job. Into Hindi spoken with a public 
.school accent is added a fudicious and 
naturalistic mix of English and an aesthetic 
choice of the technical Hindi used in Hindi 
new.spapers, with a base-ilincof ‘filmi’ Urdu- 
bu.scd Hindustani, which is itself a designer- 
language dreamed into life by an earlier 
4 nas.s medium. 

And English programmes are there, despite 
their poor .showing in the ratings game, 
because intemutionul ‘dumping’ hasensured 
that there will be a ready supply of tapes 
of old American ^irogrammes which it would 
be cheap to (‘crun, because they involve no 
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iiew prixtuctiiin ci>stK. Aiut Indiuti-madc 
programmes in Rnglish must he there ioo, 
because it is inconceivable to the corporate 
sector tliut Hnglish should not be there. Once 
again, megasystem 'simplicity' involves a 
heavy bias. 

Kegionul language variety loo has 
survived, to some extent, hut us something 
purely decorative: local colour. And this too 
i.s now designer-language. Dialogue in 
languages like Bhojpuri or Punjabi, or in 
dialects within the Hindi fold, is specially 
written so as to be fully ct>mprehcnsihlc to 
an urban Hindi-speaking audience, while 
retaining superficial stereotype forms, even 
inappropriately used, that connote iiicse 
varieties to the city dweller. 

Regional variety is now indeed a mere 
'fluctuation' williin u homogeneous social 
order! It Ls when we realise that television, 
in developing societies, functions as a 
‘preview’ of the world we arc heading 
towards, of what we can become if we really 
liy hard, that we understand the extent of 
the change in our world. 

Taking ihi- PiAWiti 

Tlicrc was once a lime, noi so very long 
ago. when India needed the di.sordcr of its 
linguistic plurality, and the social 
exclusiveness of it.s English, to keep at bay 
the teeming masses who hud their eyes on 
the tiny pieof privilege the elites were intent 
pn keeping. Tlicrc was once u time, not .so 
very long ago. when (he elected Indian 
govcrnmeiuciiuld not be seen to be favouring 
one big imlian language at the exficnse of 
the others. And thcie was once u time, not 
.so very long ago. when the ci>i poratc sector 
was afraid to intervene fxvsilively in shaping 
and nuituring the imaginative, long-term 
solutions this society needs. India's elites, 
the government and the corporate sector 
acted independently, ruiulislicully. and in 
our own short-term self-inicivsis - and ol ten 
at cross-purposes. 

The result is that big decisions have now 
essentially been taken for us. We missed the 
moment when we could decentralise and 
build up capacity from u more democratic 
priKess of industrialisation within our 
regions. We missed the chance to evolve 
products which wem unique, internationally 
needed, and where we would automatically 
have an advantage. We never educatccLull 
our children, such that they could develop 
the country in their own image. And we 
stultified the languages the truly creative 
and innovaCi>Vc people in India worked in. 
making them and their work marginal. 

We actually thwarted the country’s own 
attempts to develop itself. 

Itnowaeems. in hindsight, inevitable that 
India's languages could noi have come to 
some agreement and organised a more 
bloodless triage, becuu.se. as we now sec. the 
context in which Uiat coukl liave been done 
was not political, but industrial. There was 


no material incentive offered to India's 
smaller language groups to transform (heir 
lifestyle by ‘migrating' to a new language 
amipetciicc - except in the ca.seofthe literal 
migrants, wliosc inercusing presence in our 
cities actually alarmed us. 

But now the forces arc set in motion, and 
It will take nothing short of independent 
industrialisation in all the smaller language 
regions, or a return to underdevelopment, 
to counter the momentum towards u far 
more homogeneous India by the time the 
present generation of children is in power. 
Because the forces that arc at work to achieve 
(his will operate well below the radar-screcn 
of the political process 

Tlic future that is on the cards for us is 
indeed ‘simpler'. The four-tiered structure 
l(x>ks ready to morph into a new configuration 
with a far more accessible English at the lop, 
far less exclusively linked to an elite cla.ss. 
far more needed ‘to get the job done'. Then, 
just below English, we .sec a few Indian 
languages of commerce, technology and 
mass-media, mt)sl probably Hindi. Tamil 
and Bengali, with Hindi us a sort of ‘first 
among equals', familiar to most educated 
Indians. Below the ‘big tliree’ we sec another 
layer with all die other regional languages, 
now junior poruiers in adigiossic relationship 
with one of ihe ‘big three’. The spread of 
Icicvision. and of pnmaiy education, as India 
begins to be concerned about its child 
population, will complete the homogenising 
process by kmx:king out the pre-lilcratc 
dialects as languages ot reluge for the new 
gciicrution [.sec Mohan and /ador 1986. 
Mohan I993al. 

And yet. it .seems as if one has .seen this 
all before: pha.se change accompli.shed within 
a single generation, and the sudden demise 
of healthy-loi)king languages and dialects 
which had lost their socio-economic rmson 
d’etre in a new economic environment. Once 
again wc sec language loss as the other face 
of‘migration' and ‘urbanisation’, when the 
ground changes below our unmoving feel 
and becomes an alien landscape. It is not as 
if this was unexpected. It is ju.st (hat lix) 
many of us thought it couldn't happen unless 
wc moved to Jo it. Or that if would happen 
‘later’, when we were ready. 

Wc never really understood, as a sexiety, 
that the mind-boggling richness of our lin¬ 
guistic diversity was actually a manifestation 
of inequality and underdevelopment. We 
never recognised that there was only one 
'diiection of flow': p<wr people learned the 
languages of belter-off people, and not the 
oilier way around. And we never noticed that 
the demands to be left alone came either from 
sentimental outsiders fixated on the lasiof the 
‘noble savages*. or as partof a larger demand 
for virtual scce.ssion from the Indian nation. 

The struggling pcxirwcremtyrc pragmatic; 
their dialects and languages had ‘let tliem 
dowh'. had been part of their marginal 
identity. Sentimental they were, but they 


moved 0 ( 1 . A language coukl easily be given 
up if it was associated with poverty» 
powcrlessncss and overwork. The Indian 
pixxknew more about the .sacrifices involved 
in development than the sentimental rich, 
because they were actually doing it. 

It is jast |H>ssibie that all these languages 
did not need to he marked for death, that 
the preservation at least of literate diversity 
might have been important. But that would 
have entailed a graceful letting go. allowing 
all our regions the autonomy to grow and 
develop in their own way. ‘operating’ their 
own ‘linguistic currency' and resolving their 
.social iiiequaiitic.s. 

Wc got enough hmis that this option might 
be acceptable. But we didn't do it. And now 
market forces have merely set out to ‘solve’ 
the problem placed before them: of a 
plurilingual landmass of 9(X) million-odd 
people Uniking for a way to ‘develop’ and 
face the global system. So India was handlt^d 
as if it were just your average tiny nation 
state looking to indusiriulisc. But in exchange 
for the sacrifice of its still living past it was 
offered a new life built on the ruins of the old. 

... .strong as self-healing coral, a quiet culture 

IS branching from the white ribs of each 
ancestor. 

deeper than it seems on the .surtacc. .slowly 
but sure. 

It will change us with the tluent .sculpture 
of Time, 

h'rom that coral and crystalline ongin. a 
simply decent 

race broke Irom its vanous pasts, from 
howling sand 

to a track in a lorcsi. lorn from the farthest 
places 

of their nameless world. 

...but where coral died ' 

It feeds on death, the bones branch into more 
coral, 

and contradiction hegin.s. It lies in the .schism 

of the starfish reversing heaven: the iiurror 
ot History 

has melted and, beneath it. a patient hybrid 
organism 

grows in his crucifonn shadow. 

—Derek Walcott. Omtros: 296-97. 
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IHbal Education for Development 

Need for a Liberative Pedagogy for Social Transformation 

Rudolf C Heredia 

If the developmental dilemma that confronts our trihals is to be successfullv addressed, tribal integration will require 
their mobilisation riot just to preserve their cultural autonomy, but to redress their minority status as weli so that 
they can participate in their own development. In this tribal education will have a necessar\^ and crucial role to play. 


A DEVELOPING s(x;icty. insofar as it is 
developing, must necessarily he in a state 
of change. The changes may he responsibly 
planned or randomly accidental, cautiously 
evolutionary or precipitously rcvoluiionaiy. 
evenly progressive or periodically 
reactionary, but eventually the diffused 
impact of change touches die most traditional 
aspects and the most remote groups t)f that 
society. Parsons and Platt held that the 
“development of rncKlern society included 
three processes of revolucionaiy structural 
change: the Industrial Revolution, the 
Democratic Revolution, and the Educational 
Revolution.”* Tixlay we would add the 
cybernetic revolution in electronic 
communications and automation. TIic first 
revolution b^^uglUthc promise td economic 
wealth, the second the demand tor political 
freedom, the third presaged the triumph iwer 
human ignorance, the fourth has precipitated 
the global village But Uxlay in our post¬ 
modern. underdeveloped world, the promise 
is unfulfilled for most people, the demand 
unsatisfied in many areas, the triumph 
unrealised by the masses, and tlie global 
village is now being ‘ethnically cleansed*. 

TkmAL DEVi:i,f)PMENT 

In this country development has not been 
an unmitigated boon for all our people. Tlie 
very mod'.^l ol developmental change 
adopted is being severely questioned, and 
even rejected in some quarters. But as yet 
no viable alternative has emerged to replace 
it effectively on the national scene. We 
seem unable to cope with the severe stiesses 
and strains precipitated by our so-called 
*planneddevelopment* within ademcx:ratic 
framework, or in keeping with the norms of 
acivil society. Our economy is being hijacked 
by the class bias of a new economic policy; 
our polity is increasingly corrupt and 
criminalised and now yielding to fascist 
forces; our civil society, so fragile and 
fissured, is growing ever more obscurantist 
and fundamentalist... There seems to be no 
end to our woes. 

Moreover, these changes have been 
extremely uneven, for not all groups or 
regions arc affected equally or in the same 
way. Dominant ones, more actively in 
control of their circumstances, arc more 


likely tocomcoff advantageously, whereas 
subordinate ones, more passively responding 
to the changes affecting them, arc often 
further disadvantaged. In fact, (here .seems 
to be. both internationally and inlra- 
nationally, u correlation between the 
development’ of a few and the ‘development 
of underdevelopment’ in many others, to 
quote Andre Gundcr Frank.' What 
development in this country seems to have 
done i.s to accentuate the domi nance- 
dependence relationships and reinforce the 
unequal exchange between super- and sub¬ 
ordinate groups. 

Of the many poor, marginalised and 
oppressed groups in this country, (he 
scheduled tribes are clearly among the most 
vulnerable to this kind of change. Their 
tribal identity is negated, their humaiulignily 
violated Tliey have been marginalised from 
the benefits of development and relegated 
the bottom of the social hierarchy, where 
(hey are assimilated in a ‘forced division of 
lahciur*, to use (his phrase in the Durkheimiun 
sense, as anomic and alienated people. ElToits 
to reverse (his trend have not been very 
effective, even though well-meaning. 

The development process, then, has 
presented our iribals with an acute dilemnia. 
On (he one hand, regressing into isolation, 
if this were po.ssiblc any more, would only 
leave them “practically condemned to total 
extinction” ' On the other hand, develop¬ 
mental change seems to be compromising 
their very identity. By far the largest 
proportion of iribals would be “ready t(^ 
change their tribal ways of life and go along 
with the national mainstream”,^ if only this 
could be done without sacrificing Uicir tribal 
identity. Since Nehru’s ‘panch.shcer on the 
national policy for tribal development,' this 
has meant ‘integration*, not ‘assimilation* 
of (he trihals into the national mainstream. 
But thisdoesnot resolve the tribal dilemma, 
rather it accentuates it. 

Two things are of crucial importance in 
this dilemma: the kind of development we 
strive for. and our understanding ol ethnic 
identity. With regard to the first, the goal 
of our development must be characterised 
by three features: 

.„an equity, that opposes all cxploilalion 
and inequality; a sustainahility. that is 
ecologically sensitive to. and respectful of. 


the environment; and u participation of 
people in both, making the decisions that 
affect their lives and iniplcineniing them as 
well. Indeed, it j.*^ the people’s participation 
at all levels thfii will be able to make the 
developmental process, equitable and 
.sustainable as well. 

Moreover, such an understanding of develop¬ 
ment makes pos.sihlc the ‘cultural autonomy*, 
which will make all the difference between 
integiaiion and assimilation for our trihals.'* 

With regard to the second, a static 
understanding of tribal identity cannot 
assimilate or integrate change. It will resist 
or break down. But “tribal society, like any 
other society, is not static. It has its own 
dynamism, it has it.s own histoi 7 .”Mn this 
historical perspective, “tribes as changing 
aggregates is an important departure from 
the orthodox beliefs in tribal research.”" 
Morcovei. in an evolutionary process the 
tribes arc at different stages and changing 
at varied paces. Only if the cultural 
autonomy of trihals embraces such a 
dynamic understanding ot their identity 
can they be dcrnocrufically integrated into 
a society striving for social equity, 
ecological sustainability and people’s 
participation. 

Moreover, in this countiy. tribal ethnicity 
inevitably invtdves minority status. For. 
iheir group identity is socio-cullurally 
subservient and their class status is eco- 
politically subordinate. In«>tberwords, they 
are subject to a set v)f attitudes - a self- 
definition from within and prc|udice from 
W'ithout - and a set of behaviours -- self- 
segregation from within and discrimination 
and exclusion troni without. 

If the developmental dilemma that 
confmnls tiur trihals is to be succes.sfully 
addressed, then their ethnic identity must 
not be lo.st nor must they be murginuli.secl. 
Rather, tribal integration will require their 
mobilisation not just to preserve their 
cultural autonomy, but to redress their 
minority status <is well, so that they can 
purlicipaic in their own development in an 
equitable, just and sustainublc society. Tlds 
IS our alternative understanding of‘another 
devciopmenr in terms of human liberation. 
In such an uiulcrstaning of tribal 
development, tribal education will have a 
necessary and most crucial role to play. 
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Education hjr UaiiKATioN 

The role of education in (Society is complex, 
and its relationship to development 
problematic. Early optimism yielded to 
pessimism later: 

It was uncritically assumed that education 
could cure all kind.s of social problems and, 
particularly that it could hnng about more 
equality among men. As the sociology of 
education developed, this was progressively 
reversed and a new philosophy, a pessimistic 
one, emerged more and more convincingly. 
It may be summarised in the statement that 
schooling is unable to reduce to any 
considerable extent the inequalitic-s among 
individuals which result from social 
background. 

In thi.<} country we have cornu a long way 
from the .confidence of the Education 
Commission Report (1964-1966) on 
Education and National Development, in 
which it solemnly proclaimed that the 
**destiny of India is now being shaped in her 
classrooms*’,'• However, we have not as yet 
fallen into the extreme pessimism of some 
neO'Marxists, like Althusser and Gramsci. 
who see education merely as an ideological 
instrument of class domination and control.'^ 
Once wc concede a certain reciprocity 
between the subsystems of a siKiety, wc can 
hatdly deny arole to education, tliough there 
can be disagreement about its effective impact 
on society. However, “when wc have clear 
evidence of the role of education in creating 
conditions of change, it is usually from the 
third world rather than the west”.'* It is in 
this context, then, that we perceive a crucial 
role for tribal education in tribal development. 

However, our focus here is not on the 
entire education system, nor any particular 
institution witliin it, but only on the pedagogy 
at work there. Our concern, then, is not with 
organisational models, whether traditional 
or modern, tiibal or mainstream, but rather 
more fundamentally, our search is for an 
alternative pedagogic model to radically re¬ 
orient oureducation. For, it is in theclassr(x>m 
that the most basic and decisive change is 
called for, if education is to be a liberating 
fotcc for our oppressed people. For, while 
the classroom may not be at the cutting edge 
of India’s destiny, it is certainly the ultimate 
locus where educational reform must be 
effective, if the system is to be relevant in 
any way to thechanges (>eing proposed here. 

There isof course a means-end relationship 
between a pedagogic model and the 
corresponding educat ional goals. And if the 
putposeof education is to be a liberative one, 
then this demands a pedagogy adequate to 
the task. Moreover, while means and ends 
must not he confused, neillier can tliey be 
completely separated. For, means cannot be 
mei^ly neutral in terms of the goals they arc 
aelected for. If they are ineffectively oriented 
to their ends, then tliey will be just so much 


dead weight. As means are to be c^miaed 
in terms of ends, so too must our pedagogic 
model be in terms of oureducational policies 
and purposes. However, sometimes the 
choice of available means may be 
cxtrinsically limited. More often, though, it 
is the neglect of the intrinsic dynamics of 
the selected mcaas, and the context in which 
(hey operate, that displaces or subverts the 
goal. Tlie medium becotne.s a mi.smatch for 
(he message, and contradicts implicitly what 
IS explicitly intended. Nowhere is this truer 
than in the field of pedagogy, and for us tliis 
is a crucial consideration for any review of 
oureducational policies and practices today. 

In India educational policy seems to be 
more articulate and eloquent about goals but 
grossly lacking in the political will and the 
administrative ability toestabiishappropriate 
means to achieve these objectives. Now in 
proposing human liberation, rather than 
the earlier under<standing of national 
development, as the goal for education, we 
arc going beyond some of the earlier 
understandings of development, to an 
alternative one, to 'another development’, 
which wc have briefly sketched above. 
Towards this end, we sketch a liberative 
pedagogy for social transformation, as a 
radical alternative to the dominant 
pedagogics adopted in this countr>'. Wc 
believe that such a pedagogy is particularly 
pertinent for marginulised peoples, 
struggling to preserve their human dignity 
in an oppressive society and to save their 
distinctive identity from being engulfed in 
a homogenising world. 

PfiDAlKlTiK' PkACTKli AND DbCOURSl* 

Education must have two basic functions 
in a society, especially in a developing one. 
On the one hand, it must conserve and 
transmit the cultural heritage of the older 
order to (he younger generation, and at the 
same time cnlique tliis heritage so as to 
create a more adequate rcKpon.se for the new 
society emerging. Obviously, education for 
tlic conservative-transmission function will 
he rather different from that for the critical- 
creative one. But in either case, or in 
whatever mix they occur, the pedagogic 
process involved remains a meansnn tlie 
.service of certain ends, implicitly if not 
explicitly, with a 'hidden', if not an ’open’ 
agenda as well. 

Our concern, then, is with education in the 
wider Durkheimian sense of the word.'^ 
Hence, distinctions between formal and non- 
formal, adult and child education, while 
important in other contexts, are not rei»liy 
pertinent to our considerations here, since 
the pedagogic relationships we arediscussing 
cut acn>ss these di.stinctk>ns and obtain 
wherever there is in fact a kaming context. 
Indeed, wbjie there are differences between 
formal and non-formal education, 


in their sponsorship and institutional 
arrangements and often in their educational 
objectives and the groups they .verve... theie 
is no .sharp dividing line between them. 
Moreover, their differences occasionally 
merge in 'hybrid' programmes combining 
the signilicant features of both.'^ 

All pedagogic practice can only be 
adequately understood within a frame of 
reference, or in other words in the contextof 
tlie pedagogic discourse in which it is 
developed and legitimised. Otherwise we 
cannot probe the underlying presumptions 
oi deconstruct the process that gives rise to 
it in the first place, let alone comprehend 
the dynamics of its relationship to the 
Cultural values and social structures to 
which it is oriented. As Frcirc would insist, 
“melhiidological failings can always be 
traced to ideological eiTors”,'* especially if 
ideology “is defined in the broader productive 
sen.se as a mobilisation of meaning, ... an 
ucti vely constructed and fundoinentally lived 
fonn oj experience..*''’^ 

With tills in mmd.lo situ ale ourdiscussion 
more intelligibly, we will make a brief review 
<.)f some pedagogics to cany forwaid their 
contribution in our search for a cntical 
pedagogy for our education today. Some of 
the questions orienting this search can be 
articulated here* “In what way can we 
reposition ourselves as educators against the 
dominant culture in order to reconstitute our 
own identities and experiences and those of 
our students? How can educators construct 
a [ledagogic pn^jeetthat legitimises a critical 
form of intellectual practice? What diversity 
do wc silence in the name of a liberative 
fiedagogyThere are no immediate or 
final answers to such quc.stions. Rather they 
are intended to inspire an ongoing pedagogic 
process as the basis of an education for 
human liberation and social transformation 
today. 

Classical TRAornoN 

In the western classical tradition “liberal 
education, viewed in Kxelf, is simply the 
cultivation of the intellect, as such, and its 
ob ject is nothing more or less than intellectual 
excellence”. Tlie primacy of the intellect 
was not negated in Newman’s ideal of the 
’Christian gentleman’, nor in the rational 
humanism of the scholastic tradition, which, 
was epitomised in the Ratio Studiorum of 
the Jesuits, who came to be known a$ ‘the 
school masters of Europe’. The assumption 
here was that putting a young person in 
touch with the ‘greats’ of the past - men, 
ideas, events, etc,-was invaluably 
formative. The approach was to teach logic 
and facts to produce a student who would 
think clearly and have amasteiy over a body 
of knowledge.^" 

In ancient India a pedagogy modeled on 
the 'guru-shisya* relationship in the 
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hrafamanic tradition of learning tmpUed an 
understanding of authority and obedience 
that was really designed moi^ to conserve 
and transmit traditional learning than 
toencourage creative and critical thinking. 
In tribal society, agencies of education, 
though far less authoritarian, were certainly 
more concerned with conserving their 
traditional cultural heritage rather than 
changing it to create a new one. Today the 
dominance-dependence relationship.^ incur 
classrooms only reflect the older autluiri tarian 
paternalism. 

Today there is a disenchantment with 
classical education with regard to both its 
means and ends. Its philo.sophical 
underpinning has less and less empirical and 
experiential support. Once the critical 
problem of knowledge was posed by Kant, 
the objectivity of our grasp of truth and its 
limitations had to be questioned, and the old 
epistemology gave way to a more 
phenomenological approach with a critical 
hermeneutic theory of understanding. As 
education became more democratised and 
politicised, the relationship of knowledge to 
power and accessibility to social status, came 
lobe more clearly articulated. The neutrality 
of the 'immaculate perception' implied in 
‘purely objective knowledge' was questioned 
and largely discarded. So Too was the elitist 
bias inherent in its pursuit of intellectual 
excellence fortJic gentleman in the west, or 
the philosophic detachment of the sage in 
the east. 

However, what is surely valuable in this 
tradition is its stress on subjective 
assimilation, the importance of a-ason and 
the value ofman's past cultural inheritance. 
If the past can be carried forward with a 
'liberating memory’, then surely this is 
something that is Ux) precious to be lost. 
Moreover, if the contemplative dimension 
of the quest for knowledge, which the 
cla.ssical traditions in the west and Uie east 
rightly emphasi.se. is to be truly authentic, 
then it cannot be a contemplalion divorced 
from action, just as any real comprehension 
of the truth is always authenticated by deeply 
human commitments. 

Libbral CkmguR 

The pragmatism of this liberal critique 
gives rise to a more ex}x:ricnlially founded 
pedagogy. This is epitomised by John 
Dewey’s Ednc€trion for Demorrarw The 
goal of education for Dewey was an educated 
active citizenry witlumt which a irue 
democracy could not function. As Rvereil 
Reimer affirms: 

True education is a basic social force. Present 
social structures could not survive an 
educated population, even if only a 
suKslantial ininorily were educated People 
arc schooled to accept society, fhey are 
educated to create or recreate one,-- 


For Dewey, experience es the toad to 
knowledge was the vehicle for such 
education, as opposed to mere schooling. 
We learn what we do, and it is Uic process 
more than the content, the hidden more than 
the assigned curriculum.lhat effectively 
'educates' or 'schools* us. Dewey 
recommended the pmhiem-solving approach 
and the project methcxl to follow interests 
relevant to students in order to develop 
initiative and self-reliance. His emphasis 
was essentially on experience-based learning 
by doing. It is the “reconstruction or the 
reorganisation of experience which adds to 
the meaning of experience, and which 
increased ability to direct the course of. 
subsequent experience'*.*^ Thus began a 
whole new pedagogy that came to be called 
‘progressive education*. For Dewey, then, 
the barriers that the classical tradition set up 
between the practical and the educational 
world, the ‘shop* and the ‘school’ were an 
obstacle toUie imp(X‘tantscx:ialising function 
that the relationship between theoiy and 
practice pnivided. Significant learning was 
by doing, not simply by teaching. 

In India fxrhaps (he best example of the 
liberal tradition was Tagore with his 
innovative educational venture at Shanii 
Nikctan. This was not justa mutter ot learning 
for life but more a creative attempt in 
inlegrating learning r//iJlife. For the ariist 
this meant not only a concern for tiulh 
(‘.satyum’) but lor beauty (‘sundaram’) us 
well However, innovative and creative 
Tagoie's humtinislic pedagogy inthiscountry 
might have been, basically it was still within 
the confines ot the liberalism of the times. 

Gandhi's ‘naitalim* wasmoix;radical. His 
own ‘experiments witli truth'.'' implied an 
experiential basis to learning, closer to the 
empirical one of Dewey than to the a pru>i i 
philosophical one of brahinanism So (o( > his 
concern for the ‘basic education' ol the 
musses distanced him from Uieelitism of the 
classical traditions in India. Certainly his 
pedagogy was closer to tlic artisan- apprentice 
relationship in a working coniexi, than \o 
the guru-shisya imc in an ivoiy lowci.*' 

Unfortunately, then, progressi ve education 
did not quite fulfil its democratic piHMnise. 
and it has been criticised for I ailing inlo 
“an instrumentalism thai served the 
corporate order'.'* Thus, in practice its 
pedagogy was dictated more by ihe dominant 
vested interests which co-opicil it than by 
thcnecdsof the denuKralic egalitarian society 
which it sought u» achieve. Tlie cun iculum 
iinpo.sed was more the cultui al cutrency of 
management and control than u genuine 
acknowledgement of (he different interests 
and needs of students. The privileged 
experience it endorsed legitimised the 
dominant culture and became less ivlevant 
if iK>l opposcO to the einum ipau>ry C4)ncerns 
of suboixl in ale gn >ups . Ct nu rad id ions i n I he 
system were ctuuuined in a pedagogy ol 


normative pluralism rather than integrated 
into a viable conclusion. Conflict wa.s 
restrained in u discourse of cordial relations, 
‘a polite civic humanism *, but the underlying 
inequities were left unresolved. 

Inevitably U)e emphasis shifted from 
Dewey's goal of educating an active and 
critical citizenry to training a skilled and 
productive workforce, from social change 
to individual mobility. The tendency was to 
see education a.s the painless key to conflict- 
free progress. This is certainly reflected in 
the Kothari Commission's view of education 
as potentially a non-violent revolution. 
However, in the clash of perspectives and 
interests between policy-makers and clients, 
as also between various lobbies among 
policy-makers and various categories of 
clients, the disadvantaged are further 
marginalised. Hducation becomes one more 
instrument of alienation, in which they arc 
unrepresented or even misrepresented, by a 
“quiet, civilised dynamic of dominance".-" 

Progressive education, in short, increas¬ 
ingly begun to fall into the trap of regressive 
schooling. It failed by uiui large to free itself 
from the politics that domesticated the 
levolulionaiy polcnlial of expcriencc-hascd 
learning. It)educate a dcmocniticcilizenryfor 
active partitif)alion in their society. Yet its 
problcm-tentrcd apjxoach focused on how 
to meet new questions and mM reiterate old 
answcis. Its project inctIuKi shifted the 
emphashs lomi (euthing to learning, from 
passive assimilation to the active involvement 
i>f Students ‘in learning by doing* Its 
sensitivity lostudentiliffcivnccs and interests 
piovcd to be basic It)!' any significant or 
relevant learning. Ail this adds up to an 
iinpicssive contribution. But first a social 
critique is necessary to tree tJiis potential 
and promise fr4>m oppressive constraints 
and dominant interests, by which it hud 
been co-opicd, and to harness it towards 
‘cultural action for lreedt>m , not 
tlominalnin.''^ 

Radicai Ai ri'kNAMvr 

The new critical '^ociok^gy of Ihe 60s and 
7()s provided tlie basis for an mcisivechtique 
ol the rclationshipol educ.ilion aiulMX'icty. 
It “priJVKlcd a disc^Mirsc iVir iv-cxamining 
the rclaiiiaiship .imong knowledge, culture, 
and powei. on the one hand, and .sch(H>iing 
and the issue of contiid the other".”' 
Hducation was now* seen us a dependent 
variable, not a causative one. in the .social 
sysiern. (t reflected .iiul reproduced the 
stK'ial siruclurc andculiuie ol Ihe dominant 
groups that controlled it The scluiol 
.instiiutiiuialised Ihe distribution of 
knowledge and skills so as lopcqietuate the 
relative class status t)l different groups in 
society.The pedagogic puxess internalised 
and legitimised (he values and disciplines 
that susiained Ihe status qUi>. Hence tlic 
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iir|;e<KBy of ^dbscbMlitig iuiciecy**^* mi 
developing an iltemative 'pedagogy of iKe 
qppKtesed* ” 

Some versions of this critique were so 
deterministic as to leave little room for an 
authentic *human praxis*. Historical neces¬ 
sity seems to displace hope and struggle. But 
the process of domination is never stable or 
complete in a society. There are 'spaces' 
where subordinate groups do confront and 
can contest supetordinate ones. People do 
resist, and the "ruptural effects of conflict 
and struggle*'^’ often arise among the 
marginalised and then flow into and affect 
the mainstream. It is not just the reflection 
and reproduction of the old in society that 
we must critique; there is also the production 
and creation of the new that we must make 
possible. 

Gandhi's basic education did, indeed, have 
the potential for this. For it legitimised and 
maderelevant subaltern knowledge and skills 
by the 

...allocation of a substantive place in the 
.school curriculum to systems of knowledge 
developed by and associated with the 
oppressed gmups of Indian society, namely. 
arti.san.s. peasants and cleaners. It was no 
less than a proposal lor a revolution in the 
sociology of knowledge.'■* 

Relating the classroom to the natural and 
social environment through the curriculum, 
as Gandhi proposed, could have fur-rcaching 
consequences for "challenging the prevailing 
hierarchy of knowledge in our custc 
.stxjiety.""' 

For Paolo Frcirc, such ’cultural action lor 
freedom’, is what education is all about - 
a prophetic denunciation and'anunciation. 
His "radical pedagogy that expre.s.scs hope, 
critical reflection, and collective struggle"'^ 
is not divorced from politics. Rather both 
are ba.sed on a philosophy of lu>pe and a 
theology of liberation And so his concept 
of *con.scientisution' ‘... ’foinsUic languages 
of critique and possibility".'^ His under¬ 
standing of 'praxis' docs not call for theory 
to be ‘collapsed into practice*, nor for f>ruclice 
to be dictated by theory, bin for both to be 
held in a dialectical unity. where "knol wedge 
becomes fertilised by practice, and practice 
is guided by knowledge".'** What is being 
urged, then, is a Vounter-hegcmonic 
pedagogy of empowerment for liberation 
and freedom. 

Central to .such a pedagogy is the 
cxperienccof the very persons to be liberated, 
if indeed this liberation is not to be something 
extrinsically addal nithcr than participutivcly 
won. The emancipatory potential of this 
experience must be tapped to conscientise 
people for hope and struggle. Obviously, 
this experience must be critiqued and 
enriched. For there are contradictoiy tensions 
here - "not only radical poientialitie,s, hut 
also sedimentations of domination'*."* The 
internalisation of theirown oppressors must 


prevent us fn>tn idealising the 'p<K>r*, just 
as their resistance to the powei ful can point 
the way to a counter-culture. What is required 
is a radical tran.sfonnation of their low self- 
image and their negative self-identity. Indeed 
this is the necessary condition, the very 
starting point for any process of 
conscientisation that will release their 
revolutionary potential for change. Thi-s is 
particularly pertinent for dalils and tribals 
in our castc/clas,s-riddcn siKicty. 

Moreover, if a .society’s cultural heritage 
is viewed as a collective learning process 
over generations, it cannot be simply negated 
and di.smissed. Rather it is part ot a wider 
cultural prix:css and hence related to this 
struggle f^or liberation. Scholarship too is not 
to be discarded a priori by anti- 
intellectualism, but subjected to a 'close' 
reading to appropriate what is valuable and 
liberating, as ai.H) to unmask the selective 
Ignorance, the structured silences, the latent 
question that ought to be. hut is never asked 
Further, sincccullural experiences will vary 
considerably across different strata and 
segments of a society, a critical pedagogy 
will endeavour "to appropriate the most 
radical and affirmative aspects ol the 
dominant and subordinate cultuic" *‘ A 
critique ol 'cultural politics' will he needed 
to draw on these resources and constiucl 
strategics lor contestation. 

Tile pedagogic implication of this will 
require teachers and taught to be 
transtoimative inicllecluals"^* who unite 
thinking and acting and are mn ci>-opted h) 
dominant oi hegemonic interesiN. Henry 
Giroux sums up this "transloiinalivc 
pedagogy" as "making the pcdagogic.il 
moic political and the political more 
pedagogical."’" The first would mean 
"in.scrling schooling directly into the politi¬ 
cal sphere", since "scluK)ling repicscnts a 
struggle to define meaning and a stiuggic 
over power lelations";** and the second, 
‘utilising forms of pedagogy that emlxxly 
political interests that arc emancipatory in 
nalure".‘*^Thussnidenls would be humanised 
and c<mimiiled as critical agents to the 
.slrnggle against in|U.slice and loi a Ix^ttcr 
world for all. for the whole ecological 
community on our interdependent eaith 

Such an altcinative might seem tooutopian. 
But the impi>rtancc of utopia is not the 
nowhere land it points us lo in the tuiiire 
Rather it is the practical pos.si hi lilies it cun 
inspire in the pA;senl, indicating '.spaces’ in 
.s(x:iety. the 'ruptures* in its structure, that 
can serve as points of cntiy to begin an 
evolutionary' process of change or even 
precipitate u revolutionary one toward,s 
justice and peace in society. 

pRAntCAL IMIIJC'ATIONS 

If tin; Uieoretica I discourse sketched above 
so far is to lx: related to a pedagogic pi>ltcy 


.Economic and PolUkal Weekly April 22, 1995 


of action, then some of the practical 
implications must be spelt out. This will be 
done here for the following four areas for 
such action: the context, the process, the 
students, and the teachers. 

Even while the need locritique and contest 
the recommended curriculum, and 
paiticularly its hidden agenda, is conceded, 
there must nevertheless be some context to 
any learning. In oricnimg the explicit and 
implicit agenda to educational goals, 
relevance must be souglit not only in terms 
of personal interests and needs but also of 
.social responsibilities and concerns. Hence, 
‘taking courses' and 'accumulating credits* 
or passing examinations and fulfilling 
requirements are pertinent only insofar as 
they make for ‘‘significant, meaningful, 
ex]x;nentiai learning.”^’ and do not encourage 
"ventriloquising", i e, "speaking as if with 
the voice of another - u-sually an authority" 

Moreover, given the heightened pace of 
change and llic explosion of knowledge 
IihIhv. no programme *>1 studies can be 
static. It must constantly be updated and 
upgraded Rather than attempt lo fill the 
siudenls with useful inlormation. or be a 
menu fix <i greal sinorgusbonl. it.s context 
should locus on questions, not answers;*)!! 
piocetluivs.not solutions.*)!!personalising. 
n*)i standaidiMiig. on (he future, not (lie 
past; *>n continuing, n*u on completing 
<me’s education Indeed, loo easily "what 
passes 1*M a ciiiiiculuui in today's scho*)ls 
is litlleclse but a strategy*>1 distractions" 

Ol w*)rse still with our governinciU- 
spon\*)icil text books, it bcc"omcs ail 
■‘insliumcnt *d alienati*)n".*'‘ Further, since 
a viable social critique is prcmi.scd on 
knowledge as mtcr-connecied and iiuegral, 
a cuiTiculum consequent on (his must have 
an intei disciplinary approach, not a 
compartmentalised *)ne. in which the 
“regime of truth"'* 'of each s*)cicly divides 
and rules it 

With regard l*i the pedagogic process, if 
It IS to be* experience-based, as explained, 
It must I'clulc tlic .school to s*)ciery and involve 
students and teachers in the ci.mmunity so 
(hut education is in continuity with life, 
and learning is both relevant and nicaniiigtui 
lo It. The emphasis must be on creating a 
learning environment that is *,oiinectcd lo 
s*)ciely. noi on imposing a teacher's 
discipline tn an ivory lower. Such 
ex|x:rience-bascd learning must be dialogic 
in all encounters of experience; between 
one's *>wn and others', the present and the 
past, the personal and the social, the students 
and teachers. Tliis will require imaginative 
and constructive ways of inicrrogming 
expencnce.s m all these dimensions, .so that 
the "outcome *>1 negotiated meanings"'*' is 
once again IxHh significant and liberating. 
For this, it would be ncces.sary to optimise 
various complementary metluKls ratiier than 
set them in *>pposition to one another or rely 
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too exciuHively on any isinglc one. Much 
depeiKls on the creativity and competence 
of the teacher to use the problem solving 
apfX'oach to arouse tile curiosity of students* 
and the project method to involve them in 
actively learning by doing. The standardised 
classroom teaching methods, particularly the 
lecture method, ishardly a substitute for this 
and at best a p(X)r complement. For. the 
lecture “may be used appropriately 
information, but it cannot boused effeelively 
on its own to promote thought or to change 
and develop attitudes".^* Surely, tcnluy there 
are more effective and less costly ways of 
communicating infonnatii>n. 

Hvalualien must he broad-based in the 
areas of student performance covered, and 
multi-faceted in the methods of assess¬ 
ment used. Where possible it can actively 
involve the students in a process of self- 
and group-evaluation. Using s(andardi.scd 
examinations on a mass scale as a measure 
of learning has .seriims limitations. Where 
this is unavoidable it is at best un indicator 
for minimal certification and at worst a 
cla.ss-biased instrument for academic 
.selectivity 

Coming now to the students, it must be 
evident tliat they bring u variety 
experiences fn^m varying cultural, or at least 
subcultural baclcgrounds. Not all of these 
will have the same pcdagi>gic capacity lor 
growtii. Here Uic pedagogic pi-eivquisiic is 
to affirm, not negate, what is valuable and 
humanising, not by the criteria of the 
dominant culture, but by discerning the 
liberating (xnential liidden llicrein. This 
nffirmatiiin is particularly importiint torthe 
disadvantaged and the di.sent ranchiscd. For. 
the p<H>r to4» have ’‘u rich culture, intensely 
personalised and full ot immediate rather 
than remtHc concerns. The issue is to make 
it pi’»ssible for the jKHir to gam a sense ol 
their own power.. through creating a sense 
of proj<;cl in the luture’".'' 

The pedagogic process, then, mn.sl not 
only affirm the students in the schtud. it 
mu-St also help empower them in .society. 
This cannot happen if they arc ireatcti as 
professional clients of the teachers and not 
partners in a transformative process 
embracing both sch<»ol and community. 
Hence experience must he the basic timicxt 
for this learning process - expcnences 
inlciTogatcd and enriched, from the past 
and the present, to be prophetic and 
empowering. F.xpcriencc to be pedagogic 
musi be concrete and coiucxiualised. and 
only an active and critical engagement can 
make Ih is cn rich ing. (>ppon tin 1 1 ic s U»i siich 
expi^sure and invt^lvcmeni ci>nu* aplenty. 
Selectively and systematically integrating 
ibem into the pedagogic pn>cess demands 
creativity and daring, as well as discernment 
und decision. But the risks of not trying 
are even more dra.slic. 

What is required is a graded and guided 
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involvement of both tcacliers and students 
in a social context thatwill not only facilitate 
learning practical sktll.s and assimilating 
theoretical knowledge, but one that will also 
form values and norms, altitudes and 
behaviour patterns, which will motivate them 
to put these to work for tlicir liberation and 
towards a social transformution, Allthis will 
naturally be vety demanding of the teachers 
cemcemed. even tlumgh. or perhaps precisely 
because, emphasis has been shifted from 
closed-cnded teaching to open-ended 
learning. Though teachers and students arc 
involved in this together, the teacher has 
greatenesponsibility forcreating a learning 
environment to facilitate the process. It will 
he important to keep (his supportive and 
non-threatening, even while ilmust be cntical 
and corrective. 

Unlike ‘hegemonic intellectuals' who 
support the dominant groups, or 
‘accommodating' ones that compromise 
with them, or even ‘critical intelIcctuaN' 
who may be socially concerned but remain 
apolitical and umnvolvcd in their ivory 
towers, for teachers as ‘transformative 
intellectuals', schools become public* places 
“to recapture the idea ot critical democracy 
as a siKial nuwenicnt that supports individual 
freedom and social justice”." For this they 
must "take seriously the primacy of ethics 
and politics in their critical cngagcmcnls 
with students, administrators and the 
surrounding cornmunily”." and develop 
pedagogies that will cmp<i wer t heir si udeiUs 
for this struggle rather than advance them 
along career hkldcrs In sum. they inusi be, 
inOramscrs Icrm.s, ‘organic intclleciihds' 
whose knowledge will ailiculatc pi^pular 
feeling and bring both li' a decpoi 
understanding. Foi “the popular eierncni 
‘feels' but does not always underst.inii the 
intellectual element ‘knows’ but iloes noi 
always uiu)crs(aiu) and in particular di>cs m >t 
alwaysfecl” "Indeed,interpreting ihewoiUl. 
tliey are committed tt> changing it as well 
Such pedagogues must not only be as 
invidved as their students, they must 
accompany them to make of these en¬ 
gagements a geiuiine learning experieiKc, 
an ongtung interaction l>ctwtxn theoretical 
rellcction and practical action. For. not v>n l\ 
di> they seek to interpret (he world ii> then 
students, they are also committed lochanging 
It with (hern 

Ami si^ rather than rcjecling scludaiship. 
It is rcpidiliciscir. i c. concretely 
conicxitialiscil and actively involved in 
.society Once again, such a project must be 
consii*uclivcly and carefully worked out and 
caiTicd lorward 

Nrw Paraok^m 

What IS really required then is not mere 
tinkering with the old m<Kle1. but (he ca*at ion 
ola lie wonc, integrating u new melhiHlology. 


Thii« would imply a genuine 'paradigm 
.shift' in the Kuhnian sense. It would be 
premature to spell out all its details, for it 
must respond to new problems and 
situations and even anticipate them. Hence 
it cannot he prcTplanned mechanically like 
some machine, or pre-programmed 
cyhernctically like some computer, or even 
pre-coded genetically like some organism. 
Indeed, ux with all truly innovative 
methodologies - as the etymology of the 
word Itself might suggest - wcmu.si create 
it as we go. and brave the displeasure of 
the old orlliodoxy. 

Tlici'c aix; no beaten paths in this unmapped 
ten itory, nookl “ri>ads diverged in a wood”, 
lor us to choose “the one less travelled by” 
and. with Frost, make “all the difference”. 
Hctc foi the “wayfai^r there is no way, wc 
make the way by going”, as the poet Machado 
says. ()f C4>urse. wc may well l>c accused of 
being impractical, a standard defence against 
radical change But we do believe that even 
now it IS fea.siblc to Ijcgin this journey of 
a Ihou.sand miles with one small but firm 
step, which hopefully will be followed, 
perhaps wnlh larger and firmci ones, by 
t>thers 

Obviou.sly no one can wi.sh away the 
statutory requirements li^ be met by 
recognised iusiitutii^ns. But, even here there 
arc possibilities bM using the treedom we 
have, to create the iVeodi^in we W'anf 
Unfortunately, here as elsewhere, lo^easily 
do we choose the setui itv ol the legitimate 
and the known over the urgings of ihe 
ciealiveand tlie ilaring Tliiis.dl loo readily 
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in the real challenge of the teacher« 
becoming 'transformative pedagogues' 
dismissed. While it is clear that we do not 
know all the features of this new paradigm, 
we do know enough to begin with the 
intermediary steps for more comprehensive 
plans, and not just to sketch tliem but to 
implement them as well. And, of course, 
tills is only the beginning for the larger 
project of transforming our entire society 
as well. 

And so we come back to the recipr«)cal 
relationship between education and society 
The search for a libera live pedagogy to 
reform education points u> the need to 
empower people for siKial transformation. 
And vice versa, an understanding of social 
development in terms ol human liberation 
demands a liberative pedagogy foi sinjial 
transformation Hence we are uigjiig boili. 
anotherdevciopmeiii ’ lor our tribals and an 
‘alternative' pedagogy ti’ibal education, 
a development that will not negate but rather 
mobilise their ethnic identity to redress then 
minority status iii an ei|uil.ihlc. sustainable 
and participative st>ciely. a ped.igogy that 
will not (list bank’ with them skills and 
knowledge t\>r siihsei vienl rtdes. but lalhei 
empowei them to participate in their own 
liberation uikI the social Iransformation of 
our society 

The questions witli which we began ihi.s 
seaicli fora liberativeped.igogy loi social 
trails formal ion have no! quite yielded 
answers. .\o much as given nsc to lurtliei 
questions tor an ongoing quest loi social 
iranslinmation “what arc ihe limits ot the 
knowlcdge/powci7siih|et tiviiy relation ^ 
How do we develop a public discourse that 
integrates (he language of pi)\vci and 
purpose with the language i>l inlnnacy, 
Inendship, and caring'^ How do we speak 
in the name of emancipation without 
showing scorn for those who aie caught 
in the grip ol domination oi ignoiancc, 
regardless ol then class posit ion .^SIIH ewe 
don’t know what is historically possible 
until it has been liicd, how can educators 
begin to empower students to imagine a 
future in which hope becomes practical 
and where treedom can be dreamed, and 
struggled for, and eventually won?”**These 
ure questions about the larger struggle for 
human liberation into which our pedagogy 
must be integrated. 

This essay takes u position, in order to 
facilitate a critical and creative dialogue not 
to anticipate imposed conclusions or 
recommendations. To be critical, wc must 
be di.scerning and not satisfied with 
shibboleths and slogans; to be creative, we 
mustbeconsUiictivc but olsoi-each out and 
take risks; to be dialogic, we must be us 
willing to quesliop ourselves as to critique 
others. Hermann Hesse iMicx* remarked; 
”Mos! men will not swim until tliey are able 
to”! This aptly describes die double bind that 


experience-based learning is prey to. One 
can never be capable of a transformative 
pedagogy unless one tries, but one does not 
want to try until one is certain one is able, 
for fear of ‘sinking’. Hopefully this paper 
will be an encouragement to break out of 
this bind and ‘swimMestwc,do nothing and 
‘sink'. 
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DISCUSSION 


Financial Reform and Security Market 
Booms in Emerging Nations 

Swapan Sen 


I 

Are Security Market Booms 
Foreign Exchange Reserve Driven? 

IN several recent issues of this (ournal, 
Prabhat Patnaik and Ranjit Sau. among 
others, have made important contribution 
to the understanding of the recent financial 
liberalisation in India. Independently both 
have expressed the view that the .security 
market boom in the developing countries 
following their adoption of a policy of 
financial liberalisation is the lesult of 
increased foreign exchange influx into these 
countries. A part of their critique oi the 
financial liberalisation is based on the 
premise that such stock market booms 
would magnify inflation, and once inflation 
takes its grip, manipulations of the exchange 
rate would follow clearing the path tor 
capital flights. Thus, the capital that came 
tom abroad would return abroad leaving 
the country high and dry According to 
Patnaik (1994b), “accumulating foreign 
exchange reserves would be accompanied 
by a boom in financial assets, typically a 
slock market boom” (p 918). Ranjit Sau 
(1994a) writes: “In bur judgment a primary 
source of inflationary pressure may come 
from... the wealth effect arising from a 
stock market boom fuelled by funds 
released through corporate tax concessions 
granted in the budget and inflow of 
foreign portfolio capital*' (p 938). In both 
instances, the stock price increases arc 
connected to the foreign exchange inllows 
from abroad. 

Patnaik*s position (hat foreign exchange 
rescrve.s would cause sn>ck market booms 
is based on the following: if the demand 
for bank credit increases at a rate slower 
than the increase in the foreign exchange 
inflows, then the later swells up the rcsci-ves 
with the banks “who act in such a manner’* 
(not s^^wcificd) that commodity prices 
including those of the securities would 
rise It is not clear how this would happen 
if the bank.s arc restricted to the role of 
financial intermediation and arc not 
allowed to participate as security 
underwriters or managers of mutual funds 
(as tn the US), if, however, banks can 
participate in sccurtlics trade in their own 


account, Patnaik‘s point is that the added 
liquidity in the banking system v 'd 
either depress the interest rate which can 
by it.self contribute to the security market 
boom, or. if the interest rate is administered 
and cannot be lowered, the additional 
liquidity will fuel security prices through 
additional demand for the.se securities from 
the banking institutions themselves. 

Rakshit (1994) presents some Evidence 
in the Indian ca.se that bank reserves arc 
above the .statutory reserve requirements, 
implying that the loan demand which is 
more u function of real domestic econon '' 
growth, is not growing much in spite ui 
declining interest rates. The implication 
drawn is that the real domestic economic 
growth is sluggish compared to stock price 
increases or the rate ot foreign exchange 
inllows. There is another possibility. The 
domestic loan demand is low not becau.se 
economic growth i.s sluggish but the 
corporate borrowers arc ntiw borrowing 
from Indian public directly and also from 
abroad rather than from the banks 
It is also possible that conc]u.sions .uc 


drawn too quickly tom some temporaiy 
trends in demand for credit. Judging from 
the rate of growth of indostrial production, 
it is po.ssible that if the trend is maintained, 
demand for credit would eventually rise. 

Patnaik has not shown any evidence that 
India’s centra] bank has been constrained 
to keep the interest rate up to attract foreign 
exchange. Neither has he drawn any 
implication for banking regulation in India. 
Could a case be made that if the RBI 
regulates interest rates by way of fixing a 
floor, then it would be necessary in India 
to pass a US style Glass-Steagall Act of 
1933 to separate commercial and invest¬ 
ment banking?' 


TABLb 2: OLS E^rriMATioN of Stckx 
Market Returns 


Vanable 

Coefticieni 

T-Value Level ot 

Significance 
(Percent) 

Constant 

46.6219 

h09 

ns 

GDP 

7.9865 

2.7911 

98 

RRSRV 

-0.404836 

-1.0105 

ns 

INT 

1.28906 

2.63017 

97 

EXGH 

-0.12654 

-2 10865 

94 


Dependent vanable = per cent change in stock 


prices 

No of observatiinis =s 18 
DegreCvS of freedom = H 
R2 = .5908 

U.S = not sjgujtjcani al acceptable levels. 


Table 1: .Si ck-K Market Returns and Macro-Economic Changes 
IN Emerging Makketin. 1993 


Country 

Stock Pnee 

Per Cent (2iange 

GDP Per Cent 
Giowth 

Int Rale 
('bunge 

Reserve 

Per Cent Change 

Bx£;h Rate 
Percent Change 

Turkey 

21\1 

10 8 

44.12 

L83 

71.49 

Huhppines 

130.2 

3.8 

11.46 

6.2 

7.59 

Hong Kong 

121.8 

5.6 

4.33 

22.16 

0.13 

Bra/jl 

115.9 

46 

2.542.27 

36.03 

2542,27 

Indonesia 

113 6 

6.6 

-U.45 

7.91 

2.32 

Malaysia 

102.6 

84 

-16 98 

58 34 

1..54 

'fhailund 

95.9 

7.5 

-4.66 

20.34 

0.04 

South Alnca 

73.9 

5,4 

-23 25 

2.91 

10.75 

Taiwan 

71.6 

6.J 

14.01 

2,31 

4.81 

Argentina 

40.3 

57 

-17 0 

41.18 

0.0001 

Poitugal 

36.5 

-1 4 

-24 2 

-17 n 

19.21 

Chile 

31.4 

6 0 

-51.15 

5.26 

12.29 

Greece 

27.6 

1.0 

13.16 

62.71 

15.45 

South Korea 

26.2 

9.1 

-15.36 

21.04 

2.52 

India 

24.8 

4.5 

-43.27 

77.33 

8.39 

Israel 

19.1 

9.3 

-11.06 

24.62 

7.33 

Hungaiy 

17.0 

-1.0 

11 0 

53.11 

31.19 

Venezuela 

-16.3 

1 

-3.18 

-3.52 

33.44 


.Vourre: Dollar return.^ in the stock-markci , GDP and Reserves data ate obtained from The 
Ecommist, January 4.1994 and .subsequent issues. The interest rate and the exchange rate 
data are obtained frojtn the Balance of Payments StaHstic^ of the Imemational Monetary 
Fiind. 
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Acceding to Sw (IWh), ct>rporaie 
profits are up being helped by tax conccs- 
Kiona in the budget. The corporate sector, 
inatead of using the profits to reinvest and 
expand, is ‘*diverting** the funds tospeculati ve 
pursuits in the financial markets. As a result, 
the stock market is booming with “no 
correlation with the level of induslria] 
activity” (p93fl). Tliis argument creates an 
impression that whereas Patnaik is 
suggesting that the stock market boom is 
due to the external financial liberalisation, 
Sau, to the contrary, is pointing to the 
internal financial liberalisation. The 
similarity of Sau and Palnaik’s 
explanations, however, comes out clearly 
in Sau (1994a) On examining the interest 
elasticity of foreign direct in vestment (FI )I) 
and foreign portfolio investment (FPl), Sau 
(1994a) concludes that in the Indian 
situation, the portfolio investment would 
supersede the direct foreign investment, 
implying that the foreign exchange 
inflowN arc indeed gcaicd toward the 
financial security markets. Patnuik ami Suu 
also concui that such foreign exchange 
inflows are more in the nature of‘ finance 
capital” which are prone to quick flight' 
than the risk healing ciilreprencuilal 
capital that may contribute to economic 
growth in the host economies ' In the 
words ol Patnaik: “What has become 
highly mobile across the world is not 
productive capital but finance capital, 
especially in the fonn of hot mimey h is 
speculative funds rather than direct loieign 
investments which have flowed into oui 
economy.. ” (p 921) 

Ghosh [1994] cites the Economic Sun ey 
1993-94 which shows (hal lb per cent ol 
the total private foreign investment (PFI) 
in India during April-December 1993 was 
in the form of direct foreign investment. 
If the “hot money” is the euro equities 
raised by the Indian companies, then such 
capital inflows account for another 14 per 
cent. It IS the portfolio investment through 
the Slock exchanges which constitutes the 
bulk of PFI in India (52 per cent). An 
argument can be made that such invest¬ 
ments are made mostly by institutional 
investors such as pensions funds who 
typically have longer term investment 
horizon. These funds can be ex peeled to 
stay in India as long as the stock market 
returns in India remain competitive and 
regulatory hassles do not become excessive 
or obtrusive 

As against the explanation of the security 
market booms in terms of foreign exchange 
influx, a “market friendly*’explanation, to 
paraphrase Patnaik, would be like this: 
economic liberalisation sets free the 
productive forces of the economy and 


results into improved efficiency leading to 
higher growth and the expectation of even 
higher growth. Financial markets by their 
nature, adjust quicker than the gtxxls market 
and the expectation of future growth results 
in an immediate increase insecurity prices. 
The dramatic performances of the stock 
markets in the emerging nations is, 
therefore, the result of economic efficiency , 
gains resulting from market reforms and 
the prospect of superior economic 
performance in thc.se countries in the future. 
Currently, there are large discrepancies in 
the cost of capital between the developed 
and the developing nations. With financial 
rcft>rm, local entrepreneurs would be able 
t(U>blain chca|>er funds^and avail themselves 
of pc^sitive NPV projects which will reduce 
a significant advantage that the 
inuiimational corporations prc.scntly enjoy 
over the local eiucr|>rises 

The purpose of this note is not Ui discredit 
Patnaik or Sau lor missing out the , 
Mgnificani.e ol maikcl rctoim in tlicsc 
economics The criticisms made by the 
authors are substantial and should be given 
serious consulci alion Their arguments 
connecting slock market booms \o foreign 
exchange lescivcs are plausible However, 
the inleiu of lhi> note is to show that this 
IS not how it seems to he happening at this 
time. Showing that docs not cndor.se the 
market IriciKlIy view because forPatnaik- 
Sau’s critique of the financial liberalisation 
to hold, it IS not required that the slock 
market booms be the results of foreign 
exchange inflows. My objective is lo 
suggest an alternative explanation of the 
sti>ck maiKct price increases 

Section II below presents a simple 
exorcise thal shows that foreign exchange 
reserves do not appear to be the driving 
force ot the recent slock market 
peiloimance Moie precisely, the jnciease 
in foreign exchange reserves do not explain 
the stuck market performance ol the 
emerging countries in 1993. On the other 
hand. GNP growth, interest rate change 
and the exchange rate movement are 
sigiuficanl explanatory variables of the 
stock price movements. 

II 

Determinants of Stock Market 

Performance in Emerging Nations 
in 1993 

Tabic 1 presents data on 18 emerging 
countries on their .slock market performance 
and other macro-cconomic variables. The 
.stock market returns are calculated after 
converting the local currency gains in 
dollars. GDP. micresiratc (INT), re.scrvcs 
(RRSRV), and the exchange rate (HXCH) 
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ar& exprci!;^cd in rcnns^ of pcrceticage chang¬ 
es in a year over December 31, 1992. The 
exchange rate is (he number of cun^cticy 
units per US dollar. 

The OLS regression results are shown in 
Table 2. The explanatory power of tlie 
regression, as evidenced by the R^square 
(.59), is adequate considering the standards 
of cross-sectional regression. The t-values 
show that GDP, INT and EXCH are 
statistically significant explanatory 
variables but RESRV is not. Moreover. 
RESRV did not obtain the expected sign. 
The data suggest that the stock market 
performance in the emerging nations in 
1993 was not driven by the influx of 
foreign exchange reserves. On the other 
hand, internal factors such a.s the GDP 
growth and interest rate changes are 
significant determinants of the stock 
market performance in these countries for 
this year. 

The stati.stical evidence presented here 
is simplistic. Point-to-point estimates of 
stock market peformunce contain noise 
It IS possible that in some particular 
countries, idle bank reserves are liiuling 
their way into the stock market and liquidity 
driven demand is btxisting stock prices. 
More detailed examination is required 
before the position of either camp can be 
vindicated. 

Ill 

Some Concluding Observation.s 

Market reform in a grand scale such as 
die pre.sent lH)ut in India, is bound to produce 
initial efficiency gains Whether such gains 
can be .sustained or wilt he equitable, 
depends upon the course of economic 
actions pursued in the cii.sumg pcruxl. In 
addition to their conccrn.s about inflation 
and capital flight, Sau and Patnaik have 
criticised liberalisation foi its pv>ssible 
effects on income distribution Inequality 
of income distribution rcmuincd an outcome 
of many olTicial policies in India bclorc 
icccnt policies of financial liberalisation 
were initiated and will not be a unique 
resultol the liberalisation itself. Similai ly. 
inefficiencies in the policy interventionist 
regimes that prevailed before the current 
liberal isation drive cannot he denied. M anv 
Indian economists have, in the past, 
explained -the existence of .such 
inefficiencies which were indeed, in part, 
deliberate. On the contrary, contributions 
sueh as Patnaik's or Sau's create an 
atoraoKpbere of denial of this reality and 
portray foreign money as the new villain 
in the Indian economy. The truth is that u 
lot of official effort.s is put to attract tltcse 
funds into India. 


There are some real dangers with finatkcial 
liberalisation. It is necessary to clearly 
identify what is it in the financial 
liberalisation package that can hurt the 
economy and in what way. It is to the credit 
of Patnaik and Sau to make clear that the 
real danger of financial liberalisation lies 
in inflation and capital flight which can 
pose serious problems for both real 
economic growth and equitable distribution 
of income. 

I will draw attention to the mechanisms, 
forms, and the quantification of capital 
night to which Sau or Patnaik has given 
no attention. It has often been the case that 
following such liberalisation, the local 
currency is beleaguered and ultimately 
.substituted by a hard currency, often the 
US dollar. It will be useful if Indian 
scholars will provide estimates to the extent 
it is happening in India. Are asset 
denominations in the Indian corporate 
sector changing in favour of any foreign 
currency'^ Arc imports of consumer 
durables increasing loo fast? Are changes 
occurring in ihc invoicing practices of 
India’s foreign trade? These arc some of 
the standard mechanisms through which 
capital flight take.s place. The dangers of 
financial liberalisation are most likely to 
work through capital flight and the 
con.scqucnl dollurisulion of the economy. 
The impact of capital flight would then be 
to lower real income growth and accentuate 
the inequality in (he distribution of income 
The po<ir will pay taxes which will be used 
to pay interest income to the affluent who 
will have hard currency denominated assets. 
Sau and Patnaik’s analyses have hit the 
bull’s eye in this respect 


1 Reoeat Oiinking ia the US is to uAdo the 
Glasfl'Steagall Act. 

2 In another occasion Sau (1994c) claima, 
without providing any quantitative 
information, that the amount of fli^t capital 
from India is already very large and has been 
shuttling between India and the developed 
country markets. 

3 Many Indian scholars including Sau, have 
wniten in the past on the role of foreign 
investment in India which showed that 
DPI was not always a boost to the Indian 
economy. 
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Healdi Exp^diture across States - Part II 

Regional Disparity in Expenditure 

Kavi Du)(gal 
Sunil Nanciraj 
Asha Vadair 


HEALTH IS a state subject and the piimary 
ic^pOfisihility ot pioviding health caic js 
wiUi state governments States exfKndituie 
accounts tor around 9() pei eent tvl ail 
public expendituie on the health sectot 
Central iunds loi Uie states are in the lt>im 
of grants to partieulai programmes e g 
family plaiinuig oi as sponsoied sl hemes 
Funding tor sponsored schemes is inaini> 
tor the national programmes ioi Jise ises 
control State level vaiiations on cxpeiuli 
tures on health over the years show (hat as 
a proportion to total government expendi 
lure It shows ideclining trend in most st lies 
especially aflei 19X5 S6 

Usually the l>ettei de^eloped states like 
Goa Haryana Karnataka Mahuiashtia 
Gujaiat Punjab have a higher |>er capita 
expenditure as compared to states ot Bihai 
Rajasthan, Onssa and Madhya l^adesh 
Kerala in spite of it being at a lowei level 
of the socio economic development scale 
has a higher spending on health The ver> 
high pc) capita expenditure among othei 
states' IS because many ot llu m aie in hilly 
regions having a sparse populaHon disin 
button and a very high eeinial issisianee 
lor developmej t activities The high |>ei 
capita expenditure should not be intei j^ieted 
as better health status since if viewed as 
percentage to total govcriuneiu expendituie 
It IS no different from othci states in the 
country 

Tlie expenditure incurred on disease con 
trol IS mainly on the various national 
programmes for eommuiiieablc iintl non 
communicable diseases ()v ci ail. the ex jxn 
diturex on disease pn>grammcs as peicent 
age ot health expenditun; uemss various 
atateK ahowx a declining trend (Table 9) It 
has been Coasidei able in the states ot Assam 
Karnalalcu Madhya Piadesih Punjab 
RafaalhanaiidTainilNadu Rajaitthan West 
Bengal. Aasam< Biiiar. Kuinalaka Madhya 
Pradcah and Orixxa on an average spend 
lesa than Rk 7 per capita per annum on 


disease piogiamines I ow piioiity and 
undci I undine for disease ptogi amines 
ptisisi in spile i)l in ineieasc m miMhidity 
and truulalitx liie ivi maluiia lubereulosis 
lilindness di ihonea immumsablediseases 
AIDS etc 

Pxpeiuliluitonhospji ils mddispensaries 
m iinl) consists of cuialive c.iic Neailv 
one fiHiith ol exjiciuiituie bv most oi the 
slates IS on this lit ul (Table 10) On an 
aveiage Ckh Keiali Tamil N ulu s|)end 
around 40 to 50 pti cent on hospitals and 
tl I s jx n saiies p X pend ituiv a ti oss s i a Its s 1 u»ws 
aiieclinnm tiend especiilK atlei the lOSOs 
Tile deelining trend uul undei tunding by 
most ot the s( lies h is been i in ijoi lea on 
foi llie ni>n tunetioning ol public hospii li 
Duimglhesaiiii perunl in most states Ukic 
has been i rnusl.i iK>ming of private hospitals 
and nursing homes which aie liigely un 
regmlaled 

Onanavei igelu ilth adminisiralioneon 
stKutes {loiiiul Opel ceiUot (he total health 
ex{)endituie (Table 11) Tlie iTij|oi exptn 
ditureV on the production ol d(Klois and 
nuises with the former Ikiiic gi>en moie 
importance Comp ued to olhei siaics ex 
pendiiuie m T iinil N ulu West Beng il 
Kainalaki Keiali Mahai ishtn uul Utlai 
Pradesh done \Mlii union go\enimen( has 
been high (Tihle i) imeol the tnainitasons 
tx,ing (he existence ol a huge numbei of 
medical colleges in ihest stales Tile expen 
dilute on the pioduetionof doe tois does not 
lelleetlhen avaihbility Thesedoeloisand 
nuises are trained at public co.t Poi cNcty 
tlijee doctors ihe govtinmeiu dams loi mn 
health Nti vices seven aie trained lor the 
piivatt seel »r at pubtK eivsi and many ol 
them also mignite abroad 

AmMhei head ol expenditure that has 
ineteused in let ms ol actuals and as a pio 
portion ot health expendtiure is the lamily 
welfare pmgiammc(Table 12 and H) This 
IS an entirely ecntrttUy tunclcd piogramme 
Ithasbeenthe i&mgie^mrtt tmpiessive leli 


vilvol the govunment f)vei the years cX* 
jKiuliture on tamilv welfaie progiammes 
has mere ised at a \eiy last pace More than 
hall the plan lesouiees lot the health sector 
aic allocated to it Prior to 1972 the expen¬ 
diture on family weUai'c piogiamme^ was 
noi sluiwn sepal ately as an itemby thcCFRA, 
tiguies heie aie llierefoie liom 1975 76 
onwjuls In spite of the massive expendi- 
luiC the total tel 1 1 Illy rate is mound 4 5 per 
woman and the gii>wih rate h^s remained 
ne II const ml lor the past three decades at 
aiotind 2 2 pet cent per annum 
The sl lie health sector suppoits a huge 
humanjxnv ei hx|7eiKiilure aeioss the stales 
bungs out liiat then have been many ups 
and downs o>ei tlu yeais (Tabic 15 and 
I5a) This his not lieen due to a decline 
orineieaseon this head but due to the shifts 
in accounting priKcdures classification, 
nomeiiciatuie and definitions of the sub 
heads As i eonseijuenee adrnmisli alive 
et>Nts .lie eithei undei pn^giamme cost or 
aie excluded lit)m it Variation also exists 
he I ween \ inous states mac counting heads 
In some stales expenditure ot thedneeloi ate 
is not included in Ihe he illh piogramme 
iheitloie Ihe exj>endituic is lower In 
Mahit ishin thediiectoi ile cX|>endi(ute is 
tncluded undei he ilth idininistiation 
theietoie the eXj^endiluie is highcl’ 
(Table 15 and I5aj Tlie major shift of 
account heads took place during 1974 75 
il resulted in dec ime ol exjx.nditure due U) 
elassifieation oi heads undei various sub 
he ids AndhiaPiadesh Gufaiat Kamutaku 
Uttar Piadcsh West Bengal have shown a 
declining tteiul over the years and fiir 
Haryana the decline has been very sharp 
11 we examine data between the ycariK 
1950 51 to 1970 71 Assam Karnataka^ 
Mahaiashtia Madhy i Piadesh Oiii^iia 
Kaiasthan Punjab UOai h adesh ami West 
Bengal show an increase* on this aa 
a proportion Tlie othets show volaUle 
shills 111 exi>ciiditures 
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Vwr WSfrSI 1955-M I96<W1 19«-<i6 l‘)7<»-71 1975-76 198041 198546 1991-92 1992-93 1993-94 1994-95 

RE BE 


A: AnKHHit in Rupees Million 


Major Statex 


Uluoii Oovemment 

3.80 

42.58 

157.01 

40.28 

52-73 

23.02 

61.20 

U4.40 

207.59 

366.49 

342.00 

$ 

AiulhmProdesh 

— 

2.30 

10.72 

17.19 

28.03 

53.93 

131.61 

312.37 

648.66 

711.41 

841.02 

947.74 

Assam 

L14 

2.67 

3.14 

4.97 

3.83 

25.27 

40.19 

121.46 

111,23 


134.72 

136.77 

Bibar 

1.85 

16.15 

24.10 

2.3.12 

24.47 

31.71 

70.26 

134.70 

♦ 

445.24 

537.00 

576.39 

Oujaiai 

— 

— 

5.87 

18.99 

51.09 

83.28 

93.70 

208.59 

337.89 

364.20 

435.87 

494.50 

Haiyana 

— 

— 

— 

— 

24.27 

19.62 

47.72 

124.07 

144.45 

158.06 

202.82 

214.04 

Jammu and Kashmir 

— 

— 

1.15 

1.06 


♦ 

9.88 

13,04 

* 

« 

* 


Kaniataka 

0.12 

0 01 

7.52 

7.42 

11.44 

39.30 

73.74 

138.80 

158..52 

190.19 

252.77 

283.12 

fCerala 

— 

0.05 

0.53 

2.12 

1.14 

18.63 

29.95 

139.80 

84.15 

105.13 

166,63 

224.87 

Madhya Pradash 

1.56 

1.35 

8.50 

20.97 

33.38 

50.06 

106.79 

168.90 

291.05 

333.66 

388.97 

407.41 

Maharashtra 

3.37 

8 78 

12.26 

18.83 

72.72 

130.01 

l‘)2.48 

431.95 

630.16 

727.41 

774,23 

807.96 

Onssa 

0.60 

2.30 

6.01 

20.54 

18.07 

26.66 

76.59 

117.08 

201.14 

213.66 

254.05 

242.43 

Pimjah 

1.09 

0.80 

11.44 

17.77 

25.23 

34.44 

53.15 

114.08 

1.54.60 

201 ..53 

142.66 

159.59 

Rajasthan 


0.01 

9.85 

14,57 

19.0<) 

47.75 

104.11 

145.*)7 

254.43 

295.12 

322.50 

372.70 

Tamil Nadu 

3.n 

2.32 

16.60 

5.17 

6.38 

18.30 

37.13 

54.58 

450.66 

568.28 

650.54 

370.94 

Uttar IVadash 

4.33 

.5.41 

3.38 

40.04 

59.30 

118.07 

216.96 

502.00 

1160.86 

1389.79 

124.3.00 

1388.7* 

West Bengal 

2.73 

4.16 

1.35 

1.71 

12.49 

53.78 

95.63 

16^.94 

386.84 

401.00 

462.84 

495.57 

Otfier States 

Anmuchid Pradesh 

— 

— 

— 

— 

— 

4.4.3 

8.71 

19 75 

16.87 

28.62 

39.57 

32.62 

Goa. Daman and Diu 

— 

— 

— 

2 60 

0.88 

3 50 

5.02 

8 22 

13 40 

17.47 

10.29 

18.01 

Mizoram ^ 

— 

— 

— 

— 

— 

2.00 

6.58 

1221 

18.38 

21.36 

27.62 

23.49 

Pondicherry 

— 

— 

— 

O.IO 

0.54 

1.87 

4.03 

8 28 

16.29 

10.07 

22.17 

23.55 

liiniachal Pradesh 

— 

0.02 

— 

2.41 

5.38 

8 68 

23.53 

41.72 

77.21 

115.44 

123.60 

143.23 

Manipur 

— 

— 

— 

1.04 

2.27 

3.86 

17.31 

16 19 

39.80 

•R 

<* 

* 

Meghalaya 

— 

— 

— 

— 

0.04 

5.51 

17.29 

16.31 

33..U 

12.41 

11.18 

•14.85 

Nagaland 


— 


0.54 

1.36 

4.11 

8.28 

22.01 

32 03 

* 

4641 

51.66 

Sikkim 

— 

— 

— 

— 

— 

0.67 

1.50 

1 80 

8.31 

11.40 

0.:R 

12.62 

Tripura 

— 

— 

— 

0 06 

1.8S 

3.81 

6.10 

1081 

17 13 

25.55 

28.84 

34.69 

All Imlta 

23.73 

80.40 

280.51 263.40 456.86 824.05 1540 33 3174 14 

II: As I’ercetilage ofTcital Health ^Expenditure 

550.5.76 

6722.40 

7470 62 

7477.53 

Major Stote\ 

Union Cftwemment 

10.03 

60.54 

5* 97 

26.52 

18.54 

4.35 

5.00 

4.47 

5.41 

6.56 

4.93 

$ 

Andhra Pradesh 

— 

12.06 

14.10 

13.75 

10.81 

13.55 

15.02 

17.00 

. 17.29 

16.85 

18.09 

18.79 

Assam 

18.12 

17.46 

I0..32 

8.49 

5.11 

10.81 

17.28 

18 77 

0.90 

* 

y.4i 

7.26 

Bihar 

11.23 

28.53 

36.02 

26.18 

15.06 

12.68 

12.91 

10.00 

* 

11.-55 

11.75 

10.34 

Oujamt 

— 

— 

18.41 

22.50 

2.3.89 

24.37 

14.60 

14.00 

11.01 

12.24 

13 04 

13.76 

Haiyana 

— 

-- 

— 

— 

32.11 

15.35 

20.(M 

20.75 

15.17 

14.58 

15.95 

15.33 

Jammu and Kaslimir 

— 

— 

11.06 

9.78 

* 


5.02 

VIO 

* 

* 

iR 

* 

Kantataka 

26.00 

5.61 

16.22 

10.39 

7.17 

10.40 

12.22 

10.02 

5.37 

5.28 

5.'06 

5.58 

Kerala 

— 

0.30 

1.10 

2.49 

0.76 

5.52 

5.25 

12.33 

3.78 

4.57 

5.29 

5.98 

Madhya Prndcsli 

22.25 

8.44 

15.44 

19.25 

16.94 

16.44 

15.5.3 

11.25 

10.63 

0.90 

*).34 

8.84 

Mahaiashtia 

7.56 

13.05 

13.52 

11.96 

18.87 

21.95 

15.37 

16.03 

11.95 

11.81 

11.26 

11.87 

Onssa 

8.61 

21 13 

23.20 

29.66 

17.6.^ 

13,54 

18.74 

15.84 

12,84 

12.46 

11.33 

10.98 

hmiiib 

13.92 

3.75 

27.17 

21.39 

25.66 

17.60 

13.73 

13.55 

8..53 

10.18 

6.48 

6.90 


— 

0.04 

21.90 

15.70 

9 00 

16.12 

18.30 

11.01 

0.10 

8.89 

8.68 

8.18 

'raiiul Nadu 

7.47 

5.30 

20.08 

.3.71 

2,29 

3.58 

4.21 

2.89 

12.13 

11.61 

11.65 

6.20 

Uttar l^adesti * 

14.42 

12.78 

4.57 

25.64 

21-0*) 

21.70 

19.44 

13.52 

18-60 

18.83 

16.51 

17.35 

West Bengal 

7.34 

X.(X) 

1 53 

1.16 

4 68 

9,04 

8,72 

8.14 

9.93 

0.37 

9.20 

‘).i* 

Otfiei Statex 

Aninaclial Pradesh 


— 

— 

— 

— 

24,06 

20.70 

23.82 

9.08 

13.21 

17.66 

11,73 

Goa, Daman and Diu 

— 

— 

— 

2.3.95 

4,51 

9.43 

11.05 

6.‘)2 

4.85 

5.67 

5.60 

5.13 

Mizoram 

— 

— 


— 

— 

16.03 

17.36 

13.67 

11,00 

11.19 

12.81 

11.83 

PcHidicheny 

— 

— 

— 

1.85 

4,<)3 

7.79 

II.5I 

0.00 

8.96 

8.84 

8.70 

8.97 

' Himadiai Pmdesh 

— 

0.5* 

— 

18.24 

13.49 

13.42 

15.22 

12.86 

10.92 

1.3.04 

11.40 

11.24 

Manipur 

— 

— 

— 

24.50 

20 84 

10.18 

32.28 

I6.H8 

IH..38 

* 

* 

* 

Meghalaya 

— 

— 

— 

— 

0.38 

29.45 

25.98 

13.06 

14.32 

4.50 

3.10 

4,04 

Ni^and 

— 



0.42 

7.63 

14.31 

14.81 

13.88 

16.16 

m 

12XS6 

16.62 

Sikkiin 

— 

— 

— 

— 


■ 4.69 

11.7.3 

10.38 

8.68 

9.32 

7.64 

8.66 

Ttipuni 

— 

— 

— 

13.01 

13.42 

16.46 

13.80 

16.20 

6.23 

9.49 

*.86 

9.42 

All India 

10.86 

17.55 

26.05 

15.62 

13.63 

13..50 

12.96 

11.69 

10.59 

10.84 

J0.41 

9..51 


fCmSinued} 


Booiiomh; imd 
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Tifdtite 9: BxiNMBtihlUV on HntioanI Oftwciie ftogrnmttte (Cm^imied) 

-Ym 1950-51 IWS-Sfi 1960-61 1OT0-7I 19W-7« T9*0-«1 1985-86 1991-92 1992-99 1993-94 1994^ 

KH BE 

C: EKpcndMaic on NnliiNial Umsw Pn^piMine Per Capita in Rupm 


M^r States 


Andhra Fiadedi 


0.01 

0,30 

0.43 

0.64 

Ml 

2.46 

5.21 

9.52 

10.20 

11.77 

12.95 

Aaaam 

0.14 

0.28 

0.28 

0.39 

0.26 

1.46 

2.02 

5.76 

4.90 

♦ 

5.79 


Plhar 

0.05 

0.38 

0.52 

0.45 

0.43 

0.50 

1.01 

1.72 

<¥ 

4.92 

5.80 

6.08 

Oujani 



0.28 

0.80 

1.91 

2.74 

2.75 

5..54 

8.01 

8.45 

9.91 

11.01 

Haryana 

— 


— 

— 

2.42 

1.71 

3.69 

8,49 

8..55 

9.11 

11.38 

11.68 

Jammu and Kashmir 

— 


0..32 

0.48 

♦ 

* 

1.65 

1.90 


* 

* 

• 

Karnataka 

0.01 

0.04 

0..32 

0.28 

0.39 

1.18 

1.99 

3.39 

3.45 

4.06 

5.28 

5,79 

Kerala 


••• 

0.03 

0.11 

0.05 

0.80 

1.18 

5.13 

2.85 

3.51 

5.49 

7.30 

Madhya Pradesh 

0.06 

OM 

0.27 

0.57 

0.80 

1.0*) 

2.05 

2.85 

4.30 

4.78 

5.43 

5.54 

MahaAshtra 

— 

— 

0.31 

0.42 

1.44 

2.47 

3.07 

6.11 

7.78 

8.76 

9.0*) 

9.25 

Orissa 

0.04 

0.15 

0.34 

1.04 

0.86 

1.10 

2.90 

4.05 

6.23 

6.48 

7..56 

7.07 

Punjab 

0.12 

0.08 

1.03 

1.44 

1.86 

2.27 

3.17 

6.17 

IM 

9.54 

6.61 

7.25 

Rajasthan 

— 


0.49 

0.6^ 

0,71 

I..59 

3.04 

3.74 

5.62 

6.^4 

6.74 

7..57 

Tamil Nadu 

— 


0.50 

0.14 

0.15 

0.41 

0.77 

1.05 

8.10 

9.87 

11.12 

6.25 

Uttar Pradesh 

0.07 

0.08 

0.05 

0.49 

0.67 

1.19 

1.96 

4.02 

8.14 

9..5() 

8.29 

9.03 

West Bengal 

0.10 

0.14 

0.04 

0.04 

0.28 

1.09 

1.75 

2.68 

5 55 

5.61 

6.32 

6.60 

Other States 













Aninachal Pradesh 

— 



— 

— 

8.05 

13.83 

26.33 

18.96 

31.11 

41.65 

33.29 

Goa, Daman and Diu 

— 



V64 

1 02 

3.61 

5.43 

6.97 

11.26 

14.44 

15.68 

14.41 

Mizoram 

— 



— 

— 

7.29 

13.43 

20,69 

25,53 

28.48 

35.41 

29.00 

Pondidieiry 

— 



0.24 

1.15 

3.46 

6 72 

11.83 

19.63 

22.17 

24.91 

25.60 

Himachal lYadesli 

— 

0.01 


0.77 

1.55 

2.24 

5.50 

8.88 

14,62 

21.42 

22.47 

25.53 

Manipur 

— 



1.12 

2.12 

3.0*) 

12.19 

9.99 

21.06 

« 

* 

* 

Meghalaya 

— 



— 

0.04 

4.71 

12.90 

10.52 

18,20 

6.57 

5.73 

7.39 

Nagaland 

— 



1.23 

2.62 

6.32 

10.75 

22.03 



32.45 

34.21 

Sikkim 

— 



— 

— 

2.58 

4.69 

10.81 

19.79 

26.51 

21.18 

28.04 

Tnpura 

— 



0.71 

1.19 

2.12 

2.98 

4.50 

6.01 

8,66 

9.46 

11.01 

All India » 

0.07 

0.22 

0.64 

0 53 

0.83 

1.34 

2.25 

4 15 

6.37 

7.60 

8,27 

8.09 


— = Not Applicable; * = Nol Available; ... = negligible. 

ffotes: RU = Rcvijiod Estimates; BE = Budget Estimate; $ = 1994-05 (BE) union governtntMil/centnd government breakup not available. 

Souf re: Up to 1985-86 is combined Fi nance and Revenue Account.s; ('omptrol lerand Auditor (jcneral ot 1 ndia GO I. respective yeais; Other years - Demand 
lor Grants, respective stales 


Tahli: 10: Expenditure on Hospitals and Dispensaries 


Year 


1950-51 1955-56 1960-61 1965 66 197(171 1975-76 1980-81 


1985-86 1991-92 1992-9^ 


I99V94 1994-95 
RH BE 


A: Aiiiiimit in Rupees Million 


Afajor States 


Union Governments 

6,98 

14.40 

82.45 

62.6« 

126.42 

127.82 

207.75 

473..52 

528.09 

816,70 

825.60 

$ 

Andhra Pradesh 

— 

19.40 

42.44 

70.94 

122.53 

200.00 

410.81 

775.93 

1190.75 

1352.35 

1613.89 

1578.98 

Assam 

2.46 

3.64 

10.53 

19.80 

25.51 

66.20 

1.55.64 

292.63 

319.00 

334.69 

225.6r) 

174.09 

Bihar 

4.53 

5.8J 

19.78 

29.57 

49.27 

ni.Ri 

2S2.ii 

595.38 

♦ 

.581.21 

600.66 

712.93 

Gujarat 

— 

— 

15..50 

25 67 

48.50 

126.68 

232.78 

486.48 

762.02 

873.27 

889.97 

950.79 

Haryana 

— 

— 

— 

— 

21.80 

5.5.05 

64.26 

129.07 

192.75 

215.51 

243.91 

251.02 

Jammu and Kashmir 

— 

— 

6.!il 

9.06 

20 23 

43.39 

113.38 

221.27 



* 


Karnataka 

0.29 

8.56 

20.82 

25.63 

49.22 

160.46 

260.51 

604.81 

718.11 

753.% 

1031.39 

1163.47 

Kerala 

— 

10.68 

24.73 

45.00 

87 47 

192.25 

30*).73 

581.52 

870.83 

970.40 

140.5.81 

1584.44 

Madhya Pradesh 

3.15 

13.96 

25.02 

.17.SI 

58 49 

1.39.36 

307.13 

.565.74 

782.80 

%3.7V 

1013.56 

1 i.59.77 

Maharashtra 

I8.4X 

28.28 

34.92 

60.51 

111.45 

1»9.93 

354.76 

673.52 

1331.38 

1638.40 

1930.50 

1779.54 

Ori.ssa 

2.91 

4.45 

11.15 

16.22 

54.15 

100.00 

186.86 

313.77 

396.82 

421.97 

489.87 

533.75 

Punjab 

4.06 

7.06 

18.86 

29.10 

35.04 

9L.90 

200.85 

428.33 

420.58 

699.87 

676.54 

706.89 

Rajasthan 

— 

13.29 

26.26 

42.40 

81 49 

135.69 

241.0*) 

499.64 

785.13 

915.70 

1016.93 

1143..53 

Tanul Nadu 

27.30 

26.74 

45.06 

68.98 

120..34 

314.57 

.551.17 

1083.34 

1380.91 

1755.78 

2423.94 

2603.82 

Uttar Pradesh 

15.73 

22.59 

26.06 

62..5‘5 

104.34 

228.61 

440.12 

9.57.81 

1790.98 

2220.63 

2434.57 

2587.51 

West Bengal 

Other States 

10.27 

13.71 

18.13 

27 49 

97.82 

309.89 

529.42 

899.*)() 

1474.16 

1665.75 

1824.42 

2006.94 

Arunachal Pradesh 

— 

— 

— 


— 

12.57 

28.48 

51,96 

121.10 

160.32 

154.23 

167.98 

Goa. Daman and Dm 

— 

— 

— 

2.29 

4.88 

24.67 

1^1,26 

81.09 

136.93 

163.% 

183.73 

191.63 

Mizoram 

— 

— 

— 

— 

— 

13.34 

22.39 

56.91 

36.31 

37 49 

42.13 

46.03 

Pondicheny 

— 

— 

— 

4.19 

7.50 

18.71 

23.14 

59.85 

120.43 

124.76 

140.38 

139.94 

Himachal ^adesli 

— 

1..30 

— 

7.50 

24.45 

31..57 

72.55 

131.45 

182.97 

220.41 

109.90 

332.02 

Manipur 

— 

— 

— 

2.33 

6.71 

7.62 

21.96 

48.64 

45.21 

* 

* 

* 

Meghalaya 

— 

— 

— 

— 

2.12 

9.23 

36.11 

63.56 

80.90 

101 04 

125.03 

124.39 

Nagaland 

— 

— 

— 

— 

— 

21.32 

39.31 

95.47 

87.49 

« 

140.40 

115.03 

Sikkim 



— 

— 

— 

1.20 

6.29 

17.51 

50.76 

60.48 

62.81 

67.45 

Tppufa 

— 

— 

— 

5.05 

9.83 

16.40 

31.49 

81.27 

120.39 

112.90 

118.48 

133.60 

All India 

96.15 

193.87 

427,92 

654.07 

1249.59 

2768.22 

5147.53 

10270,37 

13926.80 

17161.34 

19724.31 201‘1S..34 


(CofUttmeeli 


l|its|t»Mn^ WnnUy Apu 22,199-^ 
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Table 12: Gxpendltiirc on Famfly Wdfbre 


Year 

1975-76 

1080-81 

19X5-86 

\m-n 

1992^3 

1993-94 

1994-95 







RE 

BE 




A: Amount In Ropeea MHUoii 




Major States 








1 Jnion Goveminent 

55.5K 

98.20 

314.61 

1852.65 ' 

702.40 

870.40 

962.00 

Andhra Pradeah 

62.70 

123.74 

401.35 

740.22 

843.02 

656.39 

683.45 


13.00 

19.22 

120.08 

282.64 

105,26 

310.61 

348.30 

Bihar 

44.22 

88.45 

200.46 

556.79 

irt^8 

1164.44 

1454.72 

Gujarat 

43.88 

100.15 

346.13 

398.80 

49(770 

616.35 

676:00 

Haiyana 

17.20 

24.32 

122.63 

171.00 

205,63 

244.42 

293.56 

Jammu and Kashmir 

4.60 

11.42 

20.11 

46.01 

82,85 

106.10 

* 

Karnataka 

72.78 

81.51 

286.83 

538.66 

587.23 

555.06 

030.82 

Kerala 

30.31 

50.02 

155.50 

357.63 

365.32 

436.72 

541.20 

Madhya Pradcsli 

50,06 

102.60 

368.77 

451.45 

620.31 

1000.64 

l(yj4,24 

Mahatashtra 

78.12 

128.50 

460.23 

700.25 

826.31 

934.26 

1062.95 

Oiissii 

28.34 

64.17 

1.55.27 

336.99* 

.372.22 

538.51 

485.58 

Punjab 

23.06 

31.05 

118.61 

208.61 

250.44 

347.05 

314.26 

Rajasthan 

33.10 

70.63 

258.05 

538.55 

629.76 

600.17 

1022.42 

Tamil Nadu 

62.86 

88.06 

262.20 

630 76 

871.38 

1035.67 

1058.99 

Uttar Pradesh 

100.00 

178.04 

763.37 

14.57.53 

1430.40 

1468.46 

1530.41 

West Bengal 

43.05 

82.60 

268.74 

517.00 

550.84 

733.03 

610.09 

Othei States 








Aninuclud Pradesh 

0.01 

0.56 

1.16 

4.83 

6.08 

7.44 

• 0.00 

Ooa, Daman and Diu 

1.76 

2.05 

5.01 

0.10 

0.48 

11.50 

12.30 

Mizoram 

1.04 

2.00 

6.07 

11.86 

17.03 

19.60 

3.36 

Pondicherry 

1.06 

1.63 

4.10 

5.58 

6.80 

7.36 

0.57 

l-Umachal l^desh 

6.85 

17.00 

64.54 

126.75 

156.40 

101.85 

241.72 

Manipur 

0.03 

6.50 

17.03 

37.40 

51.52 

26.40 

0.20 

Megt^laya 

1.20 

4.20 

12.26 

24.04 

20.62 

36.67 

41.41 

Nagaland 

0.02 

0.35 

14.21 

20.22 

* 

30.70 

30.70 

Sikkim 

0.04 

0.08 

4.76 

11.06 

10.03 

17.36 

31.35 

Tripura 

l.(W 

1.07 

0.05 

47.00 

57.86 

6.5.12 

75.00 

All India 

787.70 

1410.47 

4871.83 

10085.36 

10264.17 

' 12F22.46 

13586.78 



B; As Percentage i»ri'<»lal Health Expenditure 




Majot States 








Union Government 

10.12 

0.61 

12.28 

48.27 

12.56 

12.54 

13.02 

Andhra Pradesh 

15.75 

14.12 

21.84 

10.73 

10.07 

14.12 

13.55 

Assam 

10.07 

8.26 

18.70 

25.16 

14.31 

21.68 

18:40 

Bihar 

17.68 

16.26 

23.50 

20,52 

22.72 

25.48 

26.10 

(Kijarat 

12.84 

15.60 

23.38 

14.06 

16.52 

18.43 

18.81 

Haiyana 

13.46 

10.21 

20.51 

17.05 

18.07 

19.22 

21.02 

Jaiiimu and Kashniii 

6.41 

5.80 

6.03 

4.74 

6.77 

7.78 

• 

Kaniaiaka 

10.26 

13.51 

20 70 

18.24 

16.30 

13.10 

18.33 

Kerala 

11.64 

10.34 

13.71 

16.06 

15.87 

13.86 

14.30 

Madhya Pradesh 

16.44 

14.03 

24.57 

16.44 

18.40 

24.02 

23.74 

Maharashtra 

12.26 

10,26 

17.41 

13.28 

13.42 

1.3..58 

15.62 

Onssa 

14.30 

15.70 

21.01 

21.52 

21.70 

24.01 

21.90 

Puiyab 

12.25 

8.25 

14.08 

11.51 

13.11 

15.76 

13.59 

Rajasthan 

11.18 

12.41 

21.13 

10,27 

18.07 

18..57 

22.44 

Tamil Nadu 

12.20 

0.08 

13.01 

16.64 

17.80 

18.55 

17.70 

Uttar Pradesh 

18 42 

15.05 

20.56 

23.38 

19.30 

19..50 

10.12 

West Bengal 

7.30 

7.54 

13.34 

13.30 

12.87 

14..56 

12.80 

Other States 








Arunachal Pradesh 

0.05 

1.33 

1.40 

2.86 

2.81 

3.32 

0.03 

Goa, Daman and Diu 

4.74 

3.83 

4.21 

3.29 

3,08 

3..34 

3.51 

Mizoram 

5.58 

5.51 

6.80 

7.10 

8.02 

0.00 

1.69 

Pondicherry 

4.41 

4.65 

4.90 

3.07 

3.15 

2.80 

0.22 

liijuiachal Pradesh 

10.50 

11 58 

1^.00 

17.02 

17.66 

17.70 

18.96 

Man’pni 

4.62 

12-12 

17.76 

17.27 

21..54 

12.02 

0.10 

Meghalaya 

6.80 

6.45 

0.81 

10.34 

10.74 

10.16 

11.27 

Nagaland 

0.07 

0.63 

8.05 

0.02 


8.40 

9,91 

Sikkiin 

0.88 

7.66 

12.70 

n.55 

15.56 

14.23 

21.50 

Tnpura 

4.71 

4.46 

8.14 

17.44 

21,48 

20.00 

20.37 

All India 

12.80 

11.94 

17.04 

10.30 

16.54 

16.88 

I7J17 


— 5= Not Applicable; • x Not Available, 

Notes: RH - Rcvisetl Fistimale; BC == Budget fLsiinuitc: S x 1904-05 (DK) uniun govenimeiu/ccntral gcivcnuiieiit breakup not available. 

.W/re: Uptoi985-86i5CombinedFiiiaiiceaiidRevenueAcciHiiil.sCompimtlcrandAu<litorCienera]oflQdiaG()l,respectiveyeafs.Otheryeaoi-Deiiuiiid 
lor Cfmnr.s. ruapeclive j<ta(e.s. 
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Tftbhs 13: ExptmAture on Matakval odd Qiitd Hwdth 

(In Rs Million) _ (As Per Cent lo Total Health i^penditure) __ 

1975-76 1980-81 1985-86 1991-92 1992-95 1995-94 1994-95 1975-76 1980-81 1985-86 1991-92 1992-95 1995-94 1994-95 

rt: be re be 


Major Stales 


Union government 

- 0.86 

27.34 

14.55 

414.54 

557.82 

« 02 . i5 

* 

- 0.16 

2.67 

0.57 

10.80 

9.62 

12.86 

0.57 

Andhra Pradesh 

2.58 

2.65 

23.90 

65.03 

67.47 

28.18 

28.85 

0.65 

0.30 

1..30 

1.76 

1.60 

0.61 

Assam 

1.45 

2.84 

5 . 6<J 

32.25 

12.00 

24.69 

25.74 

1.14 

1.22 

0.88 

2.87 

0.95 

1.72 

1.37 

Bihar 

1.26 

1.74 

2.83 

m 

10.70 

20.48 

31.82 

0.50 

0.32 

0 24 

♦ 

0.28 

0.45 

0.57 

Gujarat 

0.81 


0.44 

12.15 

7.95 

16.02 

18.00 

0.24 

« 

0.03 

0.43 

0.27 

0.48 

0.50 

Haryana 

2.92 

0.88 

3.95 

, 15.46 

22.86 

21.29 

52.14 

12^ 

0.37 

0.66 

1 62 

2.11 

1.67 

2,30 

Jammu and Kashmir 

0.12 

0.41 

0.10 



♦ 

♦ 

0,17 

0.21 

0.02 

* 

♦ 

* 


Karnataka 

4).84 

3.02 

10.27 

33.03 

IM 

29.65 

63.00 

0.22 

0.50 

0.74 

1 15 

0.21 

0.70 

1,24 

Kerala 

0 . 2 <> 

0.21 

6.11 

4I . X7 

26.73 

8.70 

9.10 

0.09 

( J.04 

0.54 

1.88 

1.16 

0.28 

0,24 

Madhya Pradesh 

O.IO 

* 

0,29 

11.55 

14.32 

23 ..56 

26.79 

0.03 

* 

0.02 

0 42 

0 42 

0.57 

0.58 

Maliarashtra 

1.06 

3.79 

14.05 

137.44 

130 46 

156.84 

161.99 

0.17 

0.30 

0.52 

2.61 

2.12 

1.99 

2,38 

Onssa 


O.OK 

0.25 

8,74 

9.87 

11.75 

11.58 

* 

0,02 

0.03 

0.56 

0.58 

0.52 

0.52 

Punjab 

0.19 

0.06 

0.07 

1.51 

53.56 

2.58 

2.21 

0.10 

0.02 

0.01 

0.07 

2.71 

0.11 

0.10 

Rajasthan 

2.45 

7.41 

10.27 

71 49 

X6.64 

60.76 

64.51 

0.85 

1.50 

1.57 

2 56 

2.61 

1 . 64 . 

1.41 

Tamil Nadu 

O.KI 

2.66 

6.12 

57.92 

80.56 

53.58 

53.73 

0.16 

0.50 

0.32 

1.00 

1.65 

0.96 

0.90 

Uttar I^radesh 

7.06 

2.57 

19.65 

142.54 

t7.04 

28.33 

29 41 

1.29 

0.23 

0.55 

2.28 

0.25 

0.38 

0.3 

West Bengal 

Other Slates 

0.66 

1.17 

1.55 

X.75 

4 - i ^ 

10,67 

14.59 

0.11 

0.11 

0 07 

0.22 

0.10 

021 

0.27 

Amnachal Pradesh 

0.01 

0.56 

0.06 

♦ 

♦ 

* 

♦ 

0.05 

1.35 

0.07 





Goa, Daman and Diu 



0.01 

0.10 

0.16 

0.54 

0.27 

¥■ 


0.01 

0.04 

0.05 

0.10 

0.08 

MiZiiram 

0.41 

0.52 

0 95 

1 49 

1.85 

2.02 

2.01 

220 

1.37 

1.04 

0.89 

0.97 

0.94 

1.01 

Pondicherry' 

0.02 

0.10 

0.20 

0 M 

’T 

0.38 

♦ 

0 08 

0.29 

0.24 

0.17 


0.15 

♦ 

Hiinach<iJ Pradesh 

1.19 

1.79 

4.22 

X.79 

15 92 

1321 

1061 

1 84 

1.16 

1.30 

1.24 

1.80 

1.22 

0.83 

Manipur 

0.01 

0 . t)4 

0..35 

0,94 


* 

¥ 

0.05 

0.07 

0.36 

0.43 

4i 


* 

Megluilaya 

0.24 

0.55 

I.IX 

4.56 

6 50 

6.92 

7 42 

1.28 

0.85 

0 94 

1.96 

2.28 

1.92 

2.02 

Nagaland 

0.02 


0.22 

1.95 

* 

1 16 

3 t6 

0 07 

* 

0.14 

0.96 


0.86 

1.02 

Sikkim 


♦ 

♦ 

0 98 

1.08 

1.29 

1.29 

♦ 

* 


1.02 

0.88 

1.06 

0.88 

lYipura 

0 02 


o.ux 

1 24 

1.27 

1.29 

1.31 

0.09 

* 

0.07 

0.45 

0.47 

0.40 

0.36 

All India ^ 

25.66 

60.58 

136 14 

1056 21 

1117.25 

1397.52 

599.35 

0.39 

0.51 

0.50 

2.03 

1.80 

1.95 

0.76 


Notes *: Not availahic. RJl. Revisod E'^tiinate; BI'. Bud^t'l tvsiiniaio; S = 1994-95 (Bli) union govern men I/central goverment breakup not available. 
Soutre. lipio 1985'86Ksci»mbiiUHi biiiaiiceanil Reveiiui'Accounts( ompirollci and AudilorCienctalot' IndiaCiOl.res^HXtiveyears.Othei yeaiv- r>emaiut 
lor Cl rants, respect ivi‘ states 


Table 14: Expenditure on Health Administration 


t9St)-Sl l‘)^5-56 1960-61 1965-66 1970-71 1975-76 19X0-X1 I9XS-86 1991-92’ 1992-95 1995-94 1994-95 

Ri: BE 

A: 111 Rk Millifin 


Majni States 

Union giivcmtnent 
Aiidhi a Pradesh 

Biliar 

Gujarat 

llatyana 

Jammu and KiLshnur 

Kanmtaka 

Kerala 

Madhya. Pradesh 
Maliarashtra 
Oxissa 
Punjab 
Rajasthan 
H ainil Nadu 
Uilar Pradesh 
West Bengal 
Other States 

Arunaclial Pradesh 
Goa, Daman and Diu 
Mizoram 
Pondidieriy 
Himachal Pradesh 
Manipur 
Meghalaya 
Nagaland 
Sikkim 
Tnpura 
All India 


5.60 

5.16 

l.M 

- 

4.77 

7.36 

1.39 

1,82 

11.15 

1.41 

2.67 

5.20 

“ 

" 

5,88 



0.96 

0.05 

4.19 

11.22 

- 

1.73 

12.88 

0.89 

2.61 

7.93 

4.16 

7.22 

12.68 

1.06 

1.42 

2.52 

1.92 

2.87 

6.40 

- 

2.09 

3.29 

3 .: 5 | 

2.00 

. 5.41 

8.34 

10.04 

13,45 

2.31 

2.97 

5.93 


0.20 

- 


- 

- 


30.62 51.78 119.65 


10.74 

13,95 

30.06 

14.92 

64.32 

16 53 

23.62 

19.92 

5.00 

7.38 

13.56 

22.29 

18.79 

60.52 

9.06 

- 

18.34 

1541 

4.63 

17.15 

9.51 

20.72 

19.19 

12 60 

21 45 

48.61 

5.37 

22.08 

62.24 

9.61 

23.49 

58.34 

68.87 

9.91 

10.06 

14.69 

17.24 

26.05 

8.42 

5 98 

29.21 

13.21 

11.59 

26.70 

17.26 

. 34.81 

88 .( y ) 

17.97 

11 25 

29,17 

. 37.44 



0.91 

1.45 

4.97 

L37 

- 


1.65 

0,30 

0.35 

0.53 

LI) 

2.86 

3.81 

O . lt ) 

0.14 

2.03 


3.27 

1.02 

4 . 0 ‘) 

14.65 

2.28 

- 

- 

2.44 

0.53 

0.76 

0.83 

266.14 

671,90 

330.19 


39.00 

73.82 

168.77 

30.44 

49.93 

85.81 

7.35 

29.39 

67.02 

27.62 

69.84 

* 

2.3 05 

63.04 

62.33 

29 85 

80 80 

38.50 

6.70 

15.45 

♦ 

22.74 

32.57 

42.11 

7.72 

15.60 

. 35.13 

19.03 

41.15 

63.77 

177.55 

467.24 

1003.69 

20.52 

25.10 

74.19 

14.46 

21.80 

5L . 5K 

15 , 5.3 

30.74 

74.22 

25.38 

55.28 

107.03 

22,81 

40.07 

97.10 

61 . 35 ^ 

104.70 

249.12 

L.57 

4.45 

4.36 

1.79 

4.14 

9.29 

4.36 

7.09 

8.43 

0.82 

• L70 

3.48 

6.99 

9.50 

32.71 

5.04 

6.46 

12.49 

2.68 

6.37 

12.14 

4.20 

14.75 

18.53 

3.61 

9.95 

6.60 

1.87 

4.07 

7.55 

583,99 

1285 .( K ) 

2335.95 


218,17 

226.49 


110.04 

126.36 

293.37 

29.47 

52,79 

56.96 

159.05 

179.09 

206.09 

64.90 

77.68 

82.18 

46.23 

51.80 

50.34 

♦ 

* 

m 

33.02 

45.10 

58.01 

51.03 

63.75 

74.31 

71.63 

98.07 

104.40 

1134.74 

1255.87 

1275 . 5a 

90.52 

113.86 

124.85 

47 03 

55.99 

58.46 

87.47 

98 .( J2 

112.67 

131.29 

158.19 

175.49 

131 80 

124.69 

136.58 

257.03 

295.37 

321.78 

11,64 

10.93 

K . 8K 

10.34 

H.19 

11.53 

10 14 

11.30 

12.83 

4.88 

5.90 

5.35 

33.98 

39.71 

42.21 

•¥ 

* 


16.29 

23.06 

14.94 

<¥ 

86.04 

50.71 

10.03 

9.05 

11.25 

8.48 

8.59 

17.32 

2771.20 

3228.89 

3307.04 


{Continued) 
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Tabic 14; Exfwmlium: on Heal* AtliftimstraUoM 



I95(>-51 


1'160-61 

1065-66 

l')70.7l 

1975-76 

1980*81 

1985-86 

1991-92 

1992-»)3 

1993-94 

R£ 

1994*95 

BE 




B: \s Per Cent li» Total Health Expenditure 






Major Stales 













(inion govcnimenl 

2«.(H 

7.34 

2,75 

7.07 

4.91 

5.68 

3.82 

2.88 

4.40 

3.90 

.1.26 

* 

Andhru PradcsLi 

-* 

24.02 

‘>.74 

11,'34 

24.80 

4.15 

3,47 

2.72 

2.29 

2.61 

2.72 

5.82 

Asssun 

22.10 

11.00 

36.65 

40.33 

26.58 

3.92 

.3.16 

4.54 

5.97 

2.16 

3.69 

3.02 

Bihai 


4.72 

1})1 

8.36 

8,34 

8.91 

5.08 

5.65 


4.12 

3.92 

3.70 

Gujamt 



lx 44 

22.26 

28.30 

2,65 

3.59 

4.26 

2.20 

2.18 

2-32 

2.29 

Harvuua 


- 


- 

24.27 

12.06 

12.5-3 

15..52 

4.04 

4.26 

4.07 

3.61 

Jammu and Kaslmur 

- 

- 

0.23 

23.0'3 

37.05 

1.3.25 

3.41 

.3.68 

♦ 

♦ 

* 

* 

KamalalUi 

10.87 

25.85 

24.20 

20 02 

24.57 

3.33 

3.77 

2..35 

1.4.3 

.97 

1.06 

1.14 

KemJa 


10.38 

2X 05 

25.18 

.32.38 

1.59 

1.35 

I..38 

1.58 

2.22 

2.02 

1.98 

Madhya Pradesh 

12.70 

15.0') 

14.26 

20 27 

31..59 

.3.10 

2.77 

2-74 

2.32 

2.12 

2.35 

2.26 

Malnirashtra 

0.33 

10.71 

I3.V8 

14.02 

15.14 

10.81 

14.18 

17 34 

19.03 

18.43 

1X26 

18.7.5 

Ori&sa 

15,21 

12 56 

').7^ 

14.M 

27.04 

7.46 

,5.02 

3-40 

4.74 

5.28 

5.08 

5.65 

Punjab 

24.52 

n44 

1^.20 

20 75 

26 50 

4.10 

3.74 

2.59 

2.85 

2.38 

2.54 

2.53 

Rajiustiuui 

- 

7.42 

7 M 

6 44 

1.1.76 

4.46 

2.73 

2.51 

2.66 

2.64 

2.64 

2.47 

Tamil Nmlu 

X..^X 

4.57 

6.5 1 

8.31 

9 S'; 

,t.37 

2 88 

2.93 

2.82 

2 68 

2.83 

2.93 

Uiiiir Prade-tih 

27.78 

2^72 

IX.17 

22,20 

3 1.34 

3.28 

2 04 

1.08 

1.56 

1.79 

1.66 

1.71 

West Bengal 

6.21 

5.71 

6,72 

7 63 

10.93 

6.29 

5.60 

5 20 

6.40 

6.01 

5.87 

5.'76 

(Mm States 







* 






ArunachaJ Pradcsli 

- 



- 

- 

4.')4 

3.73 

5.J7 

2.58 

5.37 

4.88 

3 19 

Goa, Daman and Diu 

- 

- 

- 

(2.';i 

25.47 

3.69 

3.34 

3.48 

3.36 

3.36 

3.25 

3.29 

Mizoram 



- 

- 

- 

8.85 

11.50 

7.‘)4 

5.04 

-5.31 

5.24 

6 46 

PcmdJchor.y 

' 



5,56 

.3.20 

2.21 

2.U 

2.03 

1 91 

2.26 

2.31 

2.04 

Himachal Pradesh 


'>.78 


X 31 

7.17 

5.8‘; 

4.52 

2.93 

4.63 

3.84 

3.66 

3.31 

Manipur 

- 



2.^6 

1.2') 

10.0') 

';.40 

6 74 

5.77 

* 

* 

* 

Meghalaya 


- 


- 

30.70 

5.45 

4.03 

5.10 

5.22 

5.90 

6. .39 

4.07 

Nagaland 



- 

71.38 

82.21 

7.';4 

7.51 

9.29 

<)m 


23.47 

16.31 

Stl^m 

- 



- 

- 

53.51 

28.23 

26.55 

6.90 

8.20 

7.42 

7.72 

Tnpura 

- 

- 


7 18 

5.51 

3.59 

4.23 

3.33 

2.74 

3.15 

2.64 

4.70 

All India 

14.01 

10.16 

11 11 

15.7'J 

2f).0.5 

5.40 

4.91 

4-73 

4.49 

4.47 

4.50 

4 20 


Noi applicjihk\ *: \'*>i jivuilahlo: Rl/ Rovisc'd k.siimafo: BI-1: Builgei csiiiiuiU' 

$ - I«PJ4-‘)5 (Bt'MJiiuMi ^iivcnimfiil/icntral eownncnl htvakuf) iu>( itvailahlo. 

Stmrv: Ifplo P)K5*Hft iscomhmcii i’lnaiuvaiul Kovimiuc Afa)un(v(\)mplri>lloran(l AudilorCioiuT.ilol lndia(J()l.rL'.spcc!i\cyeaf><.<)ilieivvais- Dcmaiui 
lor (iraiils. ri.*spoiii\v Slates. 

Table 15: Capital Kxpenditre on Heallli 

(In Rs. niiliiofi) 



i';75-76 

l')80 XI 

l9KS-8h 

1991-92 

|9';2-93 

l')93-')4 

RI. 

19')4-95 

Bi: 

Major States 








Union govemmeni 

348.51 

608.3.5 

844.7X 

1X0.1,25 

65.50 

55.56 

38.40 

Andhra Prade.sli 

X.19 

24.62 

95 07 

23,99 

8 62 

10.80 

130.80 

Assam 

22.24 

40.01 

88 ^7 

129 84 

133.15 

157.40 

142 78 

Biluu 

20;53 

70.11 

179 42 

63.72 

71 50 

81.88 

182.00 

Gujanii 

5.88 

9 40 

36.83 

14.50 

26.30 

1X,(K) 

21.90 

Haiyaiiu 

20.36 

28.73 

44 08 

85.68 

|39.')() 

184.')2 

127.40 

Jammu and Kashmir 

6.68 

49 61 

49 66 

151.12 

159.40 

165.80 

1X5.70 

Karnataka 

9.46 

9 60 

122 31 

52.77 

71.22 

145.(8) 

2-57.35 

Kerala 

9.28 

24.01) 

I4> 18 

91,43 

'>0.98 

192.26 

204.20 

Madhya l^adej^h 

I4.4'J 

15.04 

10.1.97 

70.60 

91..5h 

241 55 

•212.71 

MuharaslUra 

20.98 

54.93 

71.78 

1X4.67 

I9X,07 
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VIBHOOTI SHUKLA MEMORIAL 


National Seminar 
on 

Environmental Economics and Urban Policy 


Call for Papers 

The Indira Gandhi Institute of Development Research, Bombay will be organising a two 
day National Seminar on ‘Environmental Economics and Urban Policy’ during October, 
1995 as part of an annual seminar series which would focus attention on various issues 
of urbanisation. 

This yearthe focus is on urban environmental issues like airand water pollution. The seminar 
will be attended by academic researchers and policy makers from various government 
and local self government bodies to ensure that the recommendations of the seminar are 
translated into meaningful policy at the earliest. The institute will also bring out a series 
of monographs on urban development issues based on the papers and proceedings of 
this seminar senes. 

Those who wish to contribute papers on urban environmental issues may send an abstract 
by 1st of August, 1995. Acceptance letters, format for full papers and exact details of the 
conference shall be mailed to the authors by 1st of September, 1995.The full papers are 
due by 1st of October, 1995. In case of acceptance, IGIDR will provide local hospitality 
to the authors. Limited travel support is also available. 

The Indira Gandhi Institute of Development Research is an institute of advanced research, 
established by the Reserve Bank of India, engaged in policy analyses in the areas of 
Environment, Energy, Agriculture, Industry and otherdevelopmental issues. Vibhooti Shukla 
was a visiting researcher at IGIDR and worked on urban environmental issues. She died 
in a freak accident while at University of Texas at Dallas. This series of seminars is being 
instituted at IGIDR in her memory. 

Send your abstract to 

Dr. Muraleedharan T.R. 

Organiser. 

VIBHOOTI SHUKLA MEMORIAL National Seminar 
on Environmental Economics and Urban Policy 

C/o Indira Gandhi Institute of Development Research 
Goregaon (E), 

Bombay 400 065 (INDIA) 

Fax # 840 2026, e.mail : muraly@agni.ernet.in 
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Introducing UTI's Retirement Benefit Plan. The first investment based retirement plan that helps you look forward to 
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INDIAN JOURNAL OF GENDER STUDIES 

Editor MALAVIKA KARLEKAR 

The journal is wan producad and the articles are refreshingly readable with helpful notes and lists of references for further reading. It will be 
a valuable source for those interested in women's studies, gendenssues and development issues, especially in the context of contemporary 
India 

Times Higher Education Supplement 

Gender studies is still a relatively new domain of knowledge in India Though acknowledged as an important development in the social 
sciences, its wider acceptance by the academic community as a discipline in its own right is severely limited by lack of information, 
understanding and conceptual clarity The Indian Journal of Gender Studies addresses these lacunae Its primary objective is to provide 
a more holistic understanding of society Women and men are not compared mechanically Rather, gender categories are analysed with a 
view to changing social attitudes and academic biases which obstruct a holistic understanding of contributions to the family, community and 
the \Mder polity 

Annual Subscription: Rs 295 (Institutional) ■ Rs 150 (Individual) 


WOMEN AND SEASONAL 
LABOUR MIGRATION 

edited by LOES SCHENK-SANDBERGEN 

This volume explores the gender-specific causes and consequences 
of seasonal rural labour migration—or survival migration—with 
specific reference to the states of Orissa, Kerala, Gujarat and 
Maharashtra The focus is on various categories of women who 
participate in the migration process, as also on tribal women staying 
behind Besides providing an overview of the gender dimension in 
migration studies, the contributors present case studies which typify 
three types of transformation processes related to different socio- 
economic, cultural and ecological systems the forest, the sea, and 
the land The book includes a study of the strategies adopted by a 
women's organisation to successfully reduce seasonal migration 

Indo-Dutch Studies on Development Alternatives, Vol. 16 
1995 ■ 348 pages ■ Rs 375 (cloth) ■ Rs 200 (paper) 


WHOSE NEWS? 

The Media and Women's Issues 
edited by AMMU JOSEPH 
and KALPANA SHARMA 

Whose News? IS a significant book because it takes studies about 
gender bias in the Indian media a step further by providing firm 
quantitative and qualitative data about the selective status of news 
related to women Itrecordsa fact many of us recognise butitdoes 
so with concrete proof and reasoned analysis 

Times of India 

The study offers a veritable fund ofinformation and gives extremely 
valuable suggestions The volume is a commendable addition to 
women 's studies andto the communication research being conducted 
in joumalism/communication faculties of our universities 

Hindustan Times 

1994 ■ 332 pages ■ Rs 295 (cloth) ■ Rs 195 (paper) 


ACCOUNTABILITY IN 
DEVELOPMENT ORGANIZATIONS 

Experiences of Women's Organizations in India 

POONAM SMITH-SREEN 

The concept of member-accountability has hitherto received scant 
attention in development literature A pioneering work in the field of 
development studies, this book goes beyond the traditional framework 
of understanding accountability in terms of financial accounting and 
constitutes a landmark m terms of conceptualizing accountability to 
members 

Poonam Smith-Sreen has developed tools for assessing member- 
accountability based on case studies of four grassroots organizations 
involved in income generating activities for worr “in in India Through 
these case studies, the author also examines th functioning and 
management styles of voluntary organizations and throws fresh light 
on the need to generate and implement economic activities for 
women as a means of enhancing their self-reliance, prestige and 
decision making roles in society 

1995 ■ 296 pages ■ Rs 295 (cloth) ■ Rs 175 (paper) 

ENVIRONMENT, DEVELOPMENT 
AND THE GENDER GAP 

SANDHYA VENKATESWARAN 

This book is a comprehensive account of the interface between poor 
women and the environment, their role in environmental management 
and the impact that environmental degradation has on them The 
author identifies the role that women can play in activities relating to 
the environment and critically examines development programmes 
for their gender bias Pointing out the diversity between rural-urban 
women and rural women of different classes, the author also 
analyses the differential impact of resource degradation and 
environmental policies on women of different class and caste 
groups 

1995 ■ 236 pages ■ Rs 250 (cloth) ■ Rs 146 (paper) 
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Gender Issues in Field Research 


Developments in social theory in the last 20 years, especially the emergence 
of women’s studies and postmodernism, have greatly influenced the 
perceptions and orientations of Held researchers, particularly 
anthropologists, with regard to women. The quest for new realities is 
firmly rooted in women’s experiences, their knowledge of these 
experiences, and the capacity to reflect, articulate and share them. WS-30 

The role gender plays in anthropological and sociological fieldwork has 
been examined in several interesting studies in the past. To what extent are 
the findings of these studies and the issues they raise relevant in dealing 
with the problems women researchers, especially westerners, face 
in the course of their work in India? WS-38 

Women’s Movement: Theory and Practice 

Marathi women’s literature from the 13th century onwards indicates the 
conceptual and practical strategies employed by women to create 
counter-cultural meanings and spaces where women are not a monolithic 
category, but reflect as individuals their own personal, caste and class 
experiences. This literature can be appropriated to serve as a resource 
for understanding the problems and dilemmas of contemporary 
feminism. WS*24 

By contextualising in the Indian reality current debates on organising politics 
around plurality, it is possible to explore ways to counter the sectarian and 
divisive tendencies within the women’s movement such that differences 
do not become a point of immobility, but a focus of solidarity. WS>2 


Dependence and Indian 
Shipping 

Dependency theory as a universal 
theory of underdevelopment may 
have been problematic, but 
dependence as a description of the 
hierarchical relations and the 
leverage thus provided in bargaining 
between nations continues to apply. 
Such dependence has serious 
consequences for resource outflows 
and therefore for development, 
starkly evident in the development 
of Indian overseas shipping. 941 


Crime without Punishment 

The decartelisation and the 
dc-Nazification begun after the 
German surrender in 1945 were 
stopped in their tracks by US 
foreign policy abetted by the vocal 
protagonists of US corporate capital. 
Hitlers would come and go, but 
corporate capitalism, the natural 
defenders of an inviolable social 
order, could not be punished. 934 


Welfare Reconsidered 

Welfare discourse in third world 
countries such as India has become 
bogged down in issues derived from 
western experiences and theories. 
Alternative and appiopriate apf»oaches 
to welfare need to be evolved. 955 


Selling the Future 

A review of developments over the 
last year shows that the government 
in pursuing its objective of 
integrating India into the global 
economy has made available to 
outside markets Indian natural 
resources painstakingly con.scrvcd 
and sustainably utilised by local 
communities. The consequent 
destruction is already evident. 924 

Uninfluenced 

Theoretical perspectives on women's 
exploitation have tended to create 
special areas of study rather than 
influence existing disciplines, 
such as economics. WS-46 


Workers’ Takeovers 

Experience of workers* takeovers of 
public enterprises in Pakistan indicate 
a way to counter the increasing 
pressure of privatisation. 931 

Blinkered Approach 

In not taking a forthright stand 
on the issue of multinationals, 
opposition parties are turning a blind 
eye to the increasing popular 
unrest and political instability 
caused by the government's 
open door policy towards 
foreign cai^tal. 929 










LETTERS TO EDITOR 


Public EnterDliseS and Wixmg. these d<x;^hs were taken in 

^ ^ good faith - (heir motivations were not 

UUrCaUCracy improper. It is possible that Iyer is correct 

though there is no way of knowing this from 
THIS has reference to RamaswamyRIyer*s his note. Consider, for example, Iyer's 
comments (August 20, 1994) on my paper opposition to my remarks on the decision to. 
on'Public Enterprises and Private Purposes* go in for 1,350 TPD capacity plants and 
(May 28, 1994). I have read with interest bypass P and D. All that he says is that "the 
his ideas on PEs particularly because he was then secretary (C and F) agonised for a kmg 
a 'senior* bureaucrat at the ministry of period over the choice...". In view of the 
chemicals and fertilisers. I address myself statistics cited in footnote 6 in my paper that 
below to those aspects which specifically at 80 per cent capacity utilisation, smaller 
concern my paper. capacity plants of 900-1,000 TPD w6uld ^ 

(1) Considerable space of his note is morecosteffectiveandinternationallyT.3^ 
devoted to an explanation of the problems of TPD plants were not yet the standard dw,' 
Fertiliser Corporation of India (FCl). That accounting for only 25 per Ct^^f the 
was not my objective. I used Planning and in the world, I dq^ think it was 
Development Division of FCl (P and D) on my part to queMion the motivation of the 
merely as aaexample to show how "lack of decision in terms’of its impact on indigenous 
properp1anning,]ackofsupport,indifference;‘ and D. If the decision*makcrs were 


economy, on imports, ett:, are not analysed 
(The efficiency with which these are dom 
can be questioned, but that is a differen 
matter). Wha4 T mean't was that there is m 
forum where a^pubtic sector project i: 
evaluated ^m the point of view of th( 
impact on operations of the public secto 
ait a whole. I gave the example of the rai 


then secretary (C and F) agonised for a kmg obach firetpiy at Kapurthala to aig|ue hov 
period over the choice...". In view of the t tn^wndingMi^ersifying some existing PE 


statistics cited in footnote 6 in my paper that, 
at 80 per cent capacity utilisation, smaller 
capacity plants of 900-1,000 TPD would ^ 
more cost effective and internationally 
TPD plants were not yet the standard dw,' 
accounting for only 25 per Ct^pf the 
in the world, I dq/^ think it was 


u^ltk have been more profitable rathe 
tha^ setting up a greenfield project. Thi 
Hrefwk of die Project Appraisals Divisioi 
ot the Planning (Commission, which lye 
mentions in his note and 1 also referred to 
loQS not Consider, for example, whethe 
p^pacities set up for particular purposes an( 


and even active opposition prevented the 
full indigenous potential from being 
realised". 1 have no comments to offer on 
the unsubstantiated/irrelevant observations 
made by Ramaswamy Iyer, e g, "FCI/P and 
D had many excellent engineers but 
relatively few good managers"; "1 knew the 
FCl very well in those years, and while it had 
many excellent people (with several of whom 
I formed friendships that have lasted down 
the years), it was a disaster as an 
organisation", etc. If one concentrates on 
the facts presented by him, then it can be 
seen that these actually support my 
propositions. Let me give one example. Iyer 
mentions the "ambitious attempt on the part 
of the FCl to take on several projects at the 
same time or in quick succession...". I also 
referred it in my paper and used this as an 
example of the lack of proper planning 
which adversely affected the performance 
of P and D. 

(2) In several place.s in his note Iyer has 
pointed out that even i f some of the decisions 
taken by the bureaucrats are now considered 


on my part to queMk>n the motivation of (he ^ at present under-utilised can be utilised fo 
decision in terms of its impact on indigenous ^ tlfb new investments proposed. 

and D. If the decision*makcrs were Supip Chaudhud 

genuinely boUiered about indigenous Calcutta 


genuinely holered about indigenous 
efforts, then the benefit of doubt should 
have been given to P and D, which actually 
was not done. However, it is possible that 
the bureaucrats in question genuinely 
believed that P and D shouId not be promoted. 
In that case, their honesty is of course not 
in doubt. 

(3) My statement 'Thanks ultimately to 
the support of some senior bureaucrats and 
technocrats, some of whom later joined 
organisations like Bechtel and the World 
Bank..." was prompted by the fact that an 
influential chief of a public sector engineer¬ 
ing consultancy firm joined Bechtel. How¬ 
ever, a bureaucrat/technocrat need not 
necessarily join an organisation to serve its 
interests. Hence deleting the above- 
mentioned statement from my paper does 
not disprove the point in question. 

(4) Iyer contests my observation on the 
lack of planning for the public sector as a 
whole. He has missed my point. I did not say 
that while deciding on a new public 
investment project, its impact on the 
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Education: The Real 
Contradiction 

POROMESH ACHAR Y A is his usual erudit 
and penetrating self in 'Bengali Bhadralol 
and Educational Development in 19t1 
Century Bengal* (April 1). But one could d 
with a little more perspective and sense o 
history. To attribute support, for mas 
education to the Empire as against the clas 
interests promoted by 'bhadrdok* overlook 
the real, historically more relevant 
contradiction - Empire's desire to kee] 
'bhadralok* in check. The rival po&itiohs o 

(a) collectors in favour of E type schools am 

(b) Education department and 'bhadralok 
for D and above reminds one of today* 
collector-dominated Total Literacy cam 
paigns vs the educationists and educatioi 
machinery. 'Progressive* educators lik 
Poromesh and sometimes Krishna Kuma 
have, as I have shown elsewhere (paper t 
Indian Political Economy Conference 
University of Hyderabad, January 20-22 
1995, unpublished), successfully beei 
enlist^ by government today in favour o 
its successive schemes and have go 
encouraged even to use their theoretics 
acumen to legitimise state policy 
successfuly masking the real contradictiom 
Thus both they, or for that matter Denzi 
Saldanha, for all their invocation o 
hegemony a la Cramsci. or child-centre 
pedagogy or the heavy weight of elite schoo 
child's schoolbag, or even Poromoesfr* 
preference for a work-centred schoo 
curriculum, successfully obscure the pai 
sheer hunger plays in depriving the mass o 
children of the very possibility of schoolinfi 
India's political and bureaucratic establish 
ment has most cleverly utilised the lack o 
perspicacity, vision and class commitmer 
among the few educational theoiisers w 
have. 

SSnukl 

Delhi 
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Burst Bubble 


HE gloom in the stock markets, which set in a few months 
X ago and deepened after the budget, has surprised many. 
But this is largely because explanations for the depressed 
market conditions are being sought in immediate market- 
related factors and gathering political uncertainties, whereas 
there are some basic macro-economic issues which have 
emerged as a reaction to the earlier policy excesses of the 
government and the corrective action initiated by the SEBI and 
the RBI to discipline the market. The skyrocketing of share 
prices up to September last had by no means been based on a 
genuine improvement in economic fundamentals. Even the 
impressive published results of a number of major companies 
did not reflect genuine improvement in manufacturing perfor¬ 
mance, but treasury operations yielding sizeable 'other in¬ 
come’ and non-operating surpluses. Company finance studies 
have shown how for large companies nearly three-fifths of 
incremental retained earnings between 1990-91 and 1993-94 
emanated from so-called ‘other income’. Buoyancy in share 
prices had been essentially the result of the sizeable inflow of 
portfolio investment by foreign institutional investors (FIIs) 
and ccnporate funds parked in the share market; it was aided 
also by excess liquidity with the banks which banks were 
reluctant to deploy in credit to industry and business because 
of the sudden enforcement of prudential norms. It is now 
known that banks had extended substantial amounts of loans 
against the security of shares and as bridge finance. The 
process of unwinding of these develc^ments has been a blow 
to the capital inarket. 

TheBoinbayStockExctumge’sscnsitiveindex(1978-79= 100) 
has lost 230 points in the latest week and closed at 3,133, a 
52-week low. The fail from the peak of 4,463 on Septem¬ 
ber 12 last year works out to over 1,500 or one-third. Some 
of the leading scrips have dipped to levels which were not 
believed possible. Reliance Industries’ share, which had 
been bou^t by UTI in a private placement at a negotiated 
price ol* Rs 385 in October last (against a price of Rs 337 as 
per SEBI’s formula) has nosedived to I^ 248.75, marking a 
loss of 35 per cent. 'This has happened despite the claimed 32 
per cent rise in the company’s turnover and 85 per cent rise 
in net profit in 1994-95. HSCO shares, which were quoted at 
a S2-wpek high of Rs 339 in Septefnber last year, have dipped 
to Rs I%.2S. According to a financial daily, out of a total of 
4,172 listed traded companies on the BSE, the current prices 
of 741 active scrips show a loss of more than 50 per cent over 
their 52-week highs. As a result, the price-earning multiple, 
which had touched a peak of 46.8 jn September, has sKd to 
27.84. The BSE’s daily turnover, which had averaged 
Rs 388 crore in 1993-94 touched a peak, of Rs 442 crore in 


(October 1994, had fallen to Rs 151 crore in March this year 
or has been less than even Rs 100 crore in April so far. 

The impact of the erosion of stock prices is reflected in a 
number of other areas. A large number of Indian GDRs are 
quoted in overseas markets at discounts to issue price ranging 
from 16 per cent for FTC to 53 per cent for Century Textiles 
and 60 per cent of Videocon; only a handful are quoted at 
premium. Consequently, a number of companies which had 
planned to enter the GDR market this year are having .second 
thoughts. More important, a large number of public issues in 
the domestic market have received poor responses, resulting 
in devolvement on underwriters. Primary market brokers are 
reported to have withdrawn underwriting conunitments in 
respect of over 80 forthcoming issues, including those of 
MTNL, Apple Credit, Bindal Agro and Dharamsee Moraijee, 
creating a crisis situation in the coital market. Capital issues 
in 1995-96 were expected at one time to exceed Rs 25,000 
crore, surpassing the earlier peak of Rs 23,275 crore in 1993-94; 
actual issues during the year will now be only a fraction of the 
earlier expectations. 

The reduced capital inflow from abroad, particularly through 
portfolio investment by the FIIs, has hit the market hard. 
Together with a number of domestic developments, this has 
resulted in a liquidity shortage. Between November 1994 and 
March this year, FIIs’ net investments amounted to Rs S93.4 
crore or a monthly average of only Rs 118.7 crore, compared 
to Rs 3,862,9 crore or a monthly average of Rs 772.6 crore In 
the first five months of 1994. While some net investment by 
FIIs continues, their gross isales on a sizeable scale are 
exerting a strong bearish influence in the secondary markets. 
Gross sales by FIIs in the first five months of 1994 Had totalled 
Rs 760.7 crorc, whereas in the latest five-month period they 
have touched Rs 1,606.4 crore, reflecting the attcmpt4o book 
profits after a year’s holdings. The RBI’s foreign currency 
assets have hardly grown in the past six months or so, whereas 
in the preceding 12-month period they had moved up by as 
much as Rs 42,000 crore. lliis had given a false impression 
of high financial saving and induced government and the 
private corporate sector alike to plan for large market borrow¬ 
ings and, in the latter’s case, ambitious primary capital issues. 
With the reduced foreign inflow and the heavy demands on 
the money and cqiital markets, a liquidity crunch has sur¬ 
faced dramatically. 

Liquidity in the secondary market had earlier been provid¬ 
ed also by speculation facilitated by the system of ‘badia’ 
transactions in the so-called Group A securities \vhich has 
remained banned since December 1993. Brokers subsequently 
began the practice of repeated renewal of transactions in the 
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Onmp B securities ^ a backdoor form of 
*badla* compelling SBBI to ban lenewat of 
transactions in non^-specified shares and 
insisting on a seven-day settlement pro¬ 
cedure. The SEBI has also insisted on seg¬ 
regation of brokers* and their clients* ac¬ 
counts. The RBI in the meantime intro¬ 
duced prudential norms for non-banking 
financi^ companies (NBFCs) and curtailed 
the NBFCs* overall borrowing limits. More 
significantly, it has now banned bridge loans 
against public issues and borrowings by all 
financial and non-financiai companies. 

The slymp ip the capital market has thus 
to be understood in context of the earlier 
heating up of both the primary and second¬ 
ary ms^ets which was clearly unsustainable. 
The government's policy excesses as part 
of structural adjustment gave rise to a tre¬ 
mendous liquidity growth which in turn 
boosted share values and real estate prices; 
as noted above, it also enticed corporate 
bodies both in the public aigl private sectors 
to plan for large capital issues. The impres¬ 
sion was created that domestic savings were 
no problem at all. This liquidity growth 
combined with sizeable government dis¬ 
bursements even gave a temporary boost to 
industrial output in 1994-95. Corporate 
bodies which were cash rich on account of 
resources raised abroad through GDRs and 
in the domestic market, made sizeable in¬ 
vestments in company shares, units of UTI 
and real estate. Some of this investment has 
got stuck as a result of price declines and 
other structural developments. 

Against this background it is obvious that 
the response of the concerned officiai bodies 
to the decline in share prices will have to be 
much more farsighted than what the brokers 
and the trade b<^ics are asking for, which 
mostly runs in terms of reintroduction of 
carry-forward trading, abolition of tax on 
dividend, channelling of pension funds and 
the like to the capital market, rescinding of 
the ban on bridge loans against new issues 
and so on. In the first place, it has to be 
clearly accepted that the earlier jump in 
share prices had been artificial; it had not 
been grounded in genuine demand for finan¬ 
cial assets induced by rising domestic 
saving and yield differentials. Obviously, 
P/E ratios of 50 or thereabouts could not be 
sustained. Second, the absence of discipline 
among market operators and the easy flow 
of funds from banks and the money market 
into the capital market stoked speculation 
with its quota of financial scandals and 
scams. The latest instance of as many as six 
banks and three all-India financial institu¬ 
tions involved in illegal bridge loans against 
the share issue of M S Shoes is a reminder of 
how the financial system has failed to learn 
any lessons from the multi-crore peccadil¬ 
los of Harshad Mehta, Hiten Dalai and 
company. Will the government and the 
supervise authorities such as RBI and 
SEBI realise at least now that continued 
laxity on their part in imposing discipline on 
market operators and in regulating and super¬ 


vising thdr doings will be disastrous for the 
healthy growth of the financial system? 

PUNJAB 

'Rst for Akalis 

WITH the filing of nomination papers by 
the candidates of the leading parties in the 
state, the line-up for the |»liticaJ1y significant 
assembly by-election in the Gidderbaha 
constituency has become clear. At the 
same time, certain moves by the opposi¬ 
tion parties and by some dissident Con¬ 
gress members in connection with this by- 
election reveal a glimpse of the likely 
political alignments in the state in the 
coming period. 

The importance of this by-election lies in 
the fact that this will be the first assembly- 
level election in the state after the unity in 
the Akali factions and their emergence as 
the Shiromani Akali Dal headed by the 
moderate Parkash Singh Badal. As such, 
not only will it test the strength of the 
unified Akali Dal in the rural Punjab, it will 
also give an idea of the impact of the 
unification on the ruling Congress (I). Ad¬ 
ditionally, Gidderbaha is the home consti¬ 
tuency of Parkash Singh Badal and a defeat 
of his candidate here or even his victory by 
a narrow margin would erode his stature in 
state politics and give a blow to his leader¬ 
ship of the Akali Party. 

In this latter connection particularly, 
victory of the Akali candidate is extreme¬ 
ly crucial for continued Akali unity, for 
in the absence of this victory the hard¬ 
liners in the party, led by Simranjit Singh 
Mann, who have opposed the present 
unity and who also are nut happy with 
the leadership having gone to Badal, will 
get a chance to assert themselves. It is 
even likely that the hardliners would 
secretly work for the defeat of the Akali 
candidate who is a nephew of Parkash 
Singh Badal. 

What may dash the hopes of the Akali 
hardliners - and this is a move having 
larger political implications - is that the 
Janata Dal has decided to support the 
Akali candidate and at the national level is 
actively working to include the Akali Dal 
in the National Front. Similarly, the 
Bhaniya Kisan Union (BKU), which shares 
with the Akalis a large rural base, has 
formed an alliance with the latter for this 
election which it hopes to continue in the 
post-election pha.se. 

These moves by the Janata Dal and the 
BKU have made the defeat of the Akali 
candidate virtually impossible. On the other 
hand, they show the isolation of the Con¬ 
gress in Slate politics. What has gone to the 
advantage of the Congress, however, is that 
it has calculatedly fielded a candidate who 
has been a friend of Jagmcct Singh Brar, the 
dissident Congress leader in the state, 
thereby effectively keeping him out of the 
Gidderbaha campaign. Brar was also trying 


to fnit up a 'third force* edndida^ wi(h the 
hdp of the BSP and the BKtl, But with the 
BKU having decided to support the Akalis, 
the Congress dissidents in the state have 
suffered a setback. 

MALARIA 

Fixing Government’s 
Responsibility 

SINCE late last year, there have been re¬ 
ports of malaria deaths and clear evidence 
that the disease is assuming epidemic 
proportions insomedistrictsof Assam. By 
the end of April the death toll had gone up 
to 300 according to independent surveys 
and the number affected over 1,00,000. 
(Doctors who toured the districts last month 
estimate over 5(K) deaths.) Malaria is not 
new to Assam, though the state has not been 
among those with a high number of positive 
coses in the last few years. What is striking 
is not only the spread - the number ol 
reported cases in 1990 for instance had beer 
only 60,282 - but the high proportion ol 
deaths. This indicates both gross neglect as 
well as the presence of cerebral malaria, 
The virulent nature of the outbreak is alsc 
indicated by the rapid spread of the disease. 
The doctors* team has disclosed that within 
four days of the first cases being reported in 
Damoria block there were over 75-10(1 
patients visiting the PHCs everyday. While 
control of malana in the long term is a 
matter of systematic preventive and detect 
lion work, that the state government failed 
to respond early enough to an epidemic of 
this proportion is inexcusable. As investij 
gative teams have pointed out. a number oi 
deaths would have been prevented by dis¬ 
tributing chloroquin in the areas where 
malaria is an annual occurrence. 

The unprecedented decision taken by the 
National Human Rights Commission tc 
indict the state government for causing 
malaria deaths therefore appears to be 
wholly justified. The Assam health ministei 
has said that lack of funds had hampered the 
operations. While there is certainly some 
truth in this, there is no reason why the 
government should not have moved emer¬ 
gency funds for tackling the epidemic. The 
lack-of-funds plea is only a feeble excuse 
for what is obviously a gross neglect of 
health services which should have detected 
the onset of the epidemic. 

However, there is also the issue of wheth 
er the union ministry, under whom the 
national malaria eradication programme 
(NMEP) falls, did not also contribute to this 
state of affairs. The first deaths were appar* 
ently reported in November last and many 
centres then did not have adequate chemi* 
cals (such as the appropriate stains used for 
»preparing blood slides for examination)j 
There was thus a backlog of slides to be 
examined. This meant that the health admini 
stration had no clear picture of the spread 
the disease. Diagnostic aids are part 
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surveillance under the NMEP. Had the 
programm been functioning efficiently, 
there would not have been this lock of 
surveillance. Nor apparently was \hm an 
adequate supply of chemicals like DDT for 
spraying. 

The NMEP is a centrally funded pro- 
^gramine, as is the TB control programme, 
and requires the state government to share 
50 per cent of the expenditure. It is more 
than likely that given the compression in 
state health budgets consequent upon the 
diminishing transfers to the state on the 
whole, the state government diverted the 
amount meant for the programme else where, 
in the union budget proposals for I995'96 
provision has been made for 100 per cent 
assistance for the programme for the north¬ 
eastern states. The fact however still 
remains that the poorer states will neglect 
these shared programmes and divert funds 
from them to those areas where the entire 
expenditure has to come from the state 
exchequer. Assam, for instance, ranks ninth 
among IS major states in its per capita 
spending on health care in 1990-91 
(Rs 24.85, a decrease over the 1986-87 
level). As a consequence of the epidemics 
last year in Rajasthan, Manipur and 
Nagaland, theNMEPdirectorate conducted 
extensive surveys which show two signi¬ 
ficant facts: one, that the sharpest increase 
in the incidence of malaria has been in tribal 
areas and, two, tha^ the entire health care 
delive^ system, especially in the tribal 
areas, is in a state of total breakdown. Fur¬ 
ther, it is in the tribal areas that there has 
been the sharpest increase in plasmodium 
falciparum (cerebral malaria) cases. The 
proportion of case.s from tribal areas in¬ 
creased from 51 per cent to 66 per cent 
between 1984 and 1990. If this is indeed the 
case, it makes sense to argue that the union 
minisuy must make a 100 per cent contribu¬ 
tion to the programme in the tribal areas 
Further, it again points to the fact that verti¬ 
cal disease control programmes can be ef¬ 
fective only with the support of an efficient 
primary health care infrastructure. 

Now that the commission has taken up 
malaria deaths, it will no doubt open up 
debate on numerous issues. For instance, in 
the coming months gastroenteritis epidemics 
are likely to be a common feature in many 
regions. What would constitute neglect on 
the part of the govemment/health authori¬ 
ties? The inability to prevent deaths from 
the diseases? Or the failure of the health 
infrastructure to prevent the disease? Would 
proof of the spread of malaria as a direct 
result ol^ large-scale canal and irrigation 
projects, as appears to be the case in 
Rajasthan, make the government liable to 
be held responsible for the disease and the 
deaths? Similarly, would the irresponsibility 
of the central ESIC in not recognising 
byssinosis and taking effective steps to 
prevent it among textile workers constitute 
a human rights violation? On the face of it, 
it does and it should. But the argument 
against such a case will be based on the view 


that health is a private matter, whether ope 
lives or dies or is susceptible tb diseases is 
a consequence of ‘health behaviour’. The 
state even in an epidemic situation can only 
do so much. For instance, in the case of 
malaria the NMEP survey reports have found 
it necessary to stress that tribals do not 
allow spraying of DDT. The report further 
says that people continue to sleep without 
mosquito nets! In the circumstances, can 
the state be blamed for the spread of the 
disease or deaths? 

Given that, with the shedding of welfare 
responsibilities of the state, this line of 
argument is gaining ground, it will be neces¬ 
sary for the Human Rights Commission to 
fix the state’s responsibilities in regard to 
the health of its citizens, before it sets out to 
define what constitutes neglect. 

RWANDA 

Continiiiiig Tragedy 

THE death of 2,000-odd Rwandians due to 
firing followed by stampede at the Kibeho 
refugee camp is one more chapter in the 
gruesome tragedy that has been the coun¬ 
try’s lot for the past year - one more exam¬ 
ple of the pain innocent civilians have to 
suffer to satisfy the ambitions of the politi¬ 
cal elite. Under the regime of Gregoire 
Kayiband, the first president of Rwanda, the 
northerners of the country had to face dis¬ 
crimination. In the rule of Juvenal 
Habyarimana who became president by de¬ 
posing Kayiband in a military coup, it was 
the turn of the southerners to suffer. But the 
killing of Tutsis unleashed by Hutu militia¬ 
men last year after the death of Habyarimana 
in an aircraft explosion transgressed all 
bounds of human sanity. Though the 
Rwandian Patriotic Force (RPF), mostly 
constituted by the Tutsis, succeeded in 


driving out the blood-thinsQr HuUi mtNtia, the 
pc^c restored has been For one 

thing, the Hutu militiamen who are taking 
cover in the refugee camps put up on the 
south-western borders of the country, are 
swearing revenge. Second, the present 
government, relying heavily on the support 
of the RPF. wants Huuis who fled to the 
neighbouring countries to return so that it 
can establish its legitimacy in the eyes of the 
world community. But the Hutu civilians 
who lie huddled in the refugee camps fear 
a backlash from Tutsi-dominated RPF. 
The Kibeho tragedy will only cqpfirm ihcir 
apprehensions. 

The Rwandian quagmire has posed grave 
ethical questions before the international 
community. The RPF leader. General Paul 
Kagame, has complained that none of the 
international agencies responded pmmptly 
when the Tutsis were being butchered by the 
Hutu government and army. Instead, vari¬ 
ous countries sent planes to evacuate their 
own people. And now by setting up refugee 
camps, mostly housing Hutus (and hiding 
Hutu militia), the international community 
is helping the killers rather than the victims. 
It has been reported that uptii now $ 700 
million have been spent on the Hutu refu¬ 
gees while less than $ 300 million have gond 
to rehabilitate the victims and to reconstruct 
the strife-tom economy of Rwanda. Further, 
the aid material that has been distributed is 
hardly of any long-term benefit to the refu¬ 
gees. Instead, by hoisting their flags at the 
refugee camps, the international aid agen¬ 
cies have usc^ this tragic situation to adver¬ 
tise their ‘humanitarian’ missions. The real 
solution to the Rwandan crisis will ultimate¬ 
ly lie in the success of the present govern¬ 
ment in exposing the Hutu warmongers in 
the eyes of the general populace and thus 
initiating a rapprochement between the coun¬ 
try's two communities. 
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CURRENT STATISTICS 


fPWSeacBrch Fouadatlon 


Moncttry devetopmenu in the fiica) year 1994-95 were characterised by deceleration in the |rowth of M5 and reserve money. While the rise in net bank credit to 
|overoment« in pinticular RBI credit, was the lowest in years, bank credit to the commercial sector grew more rapidly than for the put many years and acconnted 
for over 75 per cant of incremental domestic credit during the year against 36 iter cent in the previous year. The incremental money multiplier remained moderme 

lower because of a sharp reduction I 


investment in tmstoe securities slowed down considerably. 

Macroeconomic Indicators 


nciemental money multiplier remained moderme 
tause of a aharp reduction In the growth of demand 
per cent was the highest for decades, but banks* 


Index Ntimben of Wholcenle 
PriM (IMl-82-100) 


All Commodities 
Primary Aiticles 
Food Aiticles 
Noh-Food Aiticles 
Fuel. Power. Light and Lubricants 
Monufactunsd J^oducts 
Pood Products 
Food Index (computed) 

All Commodities (Average Basis: 
♦ Over the year) 

(April 01-08. 1995) 


Coal oi" Living Indices 


Weights Apr 08. 

1995 


_ ^ Variation (Pgr Cent): Poim-to-Point 

Over 12 Months Fiscal Yeor So ^ 1994-93 1993-94 J992-9j 
Latest Previous 1995-96 I994-?I5 
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Total Foodgroins (mn ins) 

186.3 

182.1 

179.5 

168.4 

176,4 

171.0 

169.9 

140.4 

143.4 

150.4 

Kharif 

102.0 

99.4 

101.5 

91.6 

99.4 

101.0 

95.6 

74.6 

80.2 

85.2 

Rabi 

84.3 

82.7 

78.0 

76.8 

77.0 

70.0 

74.3 

65.8 

63.2 

65.2 

Total Rice (mn tns) 

81.0 

79.0 

72.9 

lA.l 

74.3 

73.6 

70.5 

56.8 

60.6 

63.8 

Kharif 


69.4 

65.3 

66.4 

66.3 

65.9 

63.4 

49.0 

53.6 

59.4 

Rabi 


9.6 

7.6 

8.3 

8.0 

7.7 

7.1 

7.8 

7.0 

4.4 

Total wheat (mn tns) 

60.2 

59.1 

• 57,2 

55.7 

•55.1 

49.8 

54.1 

46.2 

44.3 

47.1 

Total coarse Grains (mn ins) 

32.5 

31.5 

37.0 

26,0 

32.7 

34.8 

31.5 

26.4 

26.8 

26.1 

Total pulses (mn tns) 

14.3 

13.1 

12.8 

12.0 

14.3 

12.8 

13.8 

11.0 

11.7 

13.4 

Kharif 

5.8 

5.5 

5.6 

4.4 

5.4 

5.5 

5.6 

4.4 

4.2 

4.5 

Rabi 


7,6 

7.2 

7.6 

8.9 

7.3 

8.2 

6.6 

7.5 

8.8 

Oilseeds (mn tns) 

22.4 

21.5 

20.1 

18.6 

18.6 

16.9 

18.0 

12.7 

11.3 

10.8 

Raw cotton (lakh bales) 

116.2 

JI4.0 

116.0 

97.0 

98.0 

114.0 

87.0 

64.0 

69.0 

87.0 

Raw jute and mesta (lakh bales) 

92.0 

85.0 

90.0 

103.0 

92.0 

83.0 

79.0 

67 8 

87.0 

126.5 

Sugarcane (mn tns) 

250.0 

2.39.9 

230.8 

254.0 

241.1 

225.6 
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196.7 

186.1 

170.7 


Index Numbers of Industrial Weights 
Production (1980-8Is 100) 


General Index 
Mining and Quarrying 
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Electricity 


Dec Average for Fiscal Ye 


Variation (Per Cent): Fiscal Year Aver 



1994 

1994-95 

1993-94 

1993-94 1992-93 
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Cnpitnl Market 

Apr 28. 

Month 

Year 

1995-96 So For 

1994-95 

End of Fiscal Year 

1995 

Ago 

Ago 

Trough 

Peak 

Trough 

Peak 

1994-95 

1993-94 

1992-93 

BSE Sensitive Index (1978-79^100) 

3133 
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374( 

} 3133 

3484 

3233 

4604 

3261 
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2281 


(-16,2) 


(76.3) 





(-13.7) 

(65.7) 
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National Index (l983-84=rl00) 

1.524 
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Exports: Rs crone 
US$ mn 
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US $ mn 

Non-POL US $ mn 
Balance of Trade; Rs crone 
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Foreign Exchange Reserves 
(excluding gold) 


Cumulative for Fiscal Year So 
1994-95 1993-94 


Apr 14, 
1995 


140 72929(17.3) 

106 23248(17.3) 

199 78620 (23.3) 

!3I 25062 (23.3) 

119 19953 (31.7) 

►41 -5691 

75 -1814 


Apr 15, Mar 31, 
1994 1995 


62181 (31.0) 
19825 (20.6) 
63780(11.3) 
20335 (2.0) 
15150 (4.5) 
-1599 
-510 


1993-94 1992-93 1991-92 1990-91 


69547(29.5) 53688(21.9) 44042 (35.3) 32553(17.6) 

22173 (19.6) 18537 (3.8) 17866 (-1.5) 18143(9.1) 

72806(14.9) 63375(32.4) 47851 (10.8) 43193 (22.0) 

23212 (6.1) 21882 (12.7) 19411 (-19.4) 24073 (13.2) 

17456 (10.6) 15782 (12.3) 14047 (-22.2) 18045 (3.1) 

-3259 -%87 -3809 -10640 

-1039 -3345 -1545 -5930 


__ Variation Over 

Fiscal Year So Far 1994-95 
1995-96 1994~-95 


1993-94 1992-93 1991-92 


Rs crore 

65776.9 

48487.9 

66028.4 

264S.0 

17288.9 

-^51.5 

861.9 

18402 

27430 

5385 1 

US$mn 

20950.0 

15391.0 

20816.0 

400.0 

5559,0 

134.0 

215,0 

5640 

8724 

731 
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Money and Batddng 












Monetanr Variables Outotandins 





_Racal Yeor Variations_ 






as on 

Mar 31 

Mar 31 

Mar 31 

Mar 31 

Mar31 

Mar 31 Mar 31 

Mar 31 

MorJI 

Mar 31 

Mar 31 

Mar 31. 1995 

1995 

1994 

1993 

1992 

1991 

1990 

1989 

1988 

1987 

1986 

1985 








Runees Crore_ 



# 


Monq^ Supply (M,) 

526478 

75133 

72467 

50484 

50791 

38419 

38939 

37103 

20622 

22041 

16322 

16268 



(16.6) 

(I9.I) 

(15.4) 

(18.3) 

(16.1) 

(19.4) 

(22.7) 

(14.5) 

(18.3) 

(15.7) 

(18.9) 

Cuirency with the public 

100870 

18990 

14067 

7111 

8111 

6491 

8029 

4512 

5177 

3323 

2387 

3069 



(23.2) 

(20.7) 

(11.7) 

(15.4) 

(14.1) 

(21.1) 

(13.4) 

(18.2) 

(13.3) 

(10.5) 

(15,7) 

Deposits with banks 

422258 

55321 

57185 

42945 

42469 

31852 

31006 

32294 

17157 

18698 

14241 

12895 



(15.1) 

(18.5) 

(16.1) 

(18.9) 

(16.5) 

(19.2) 

(25.0) 

(15.3) 

(20.0) 

(18.0) 

(19.5) 

Net bonk credit to 

219591 

14380 

29376 

17903 

16654 

23462 

21552 

12714 

12905 

13052 

8474 

8568 

govemment 


(7.0) 

(16.7) 

(11.3) 

(11.8) 

(19.9) 

(22.4) 

(15.2) 

(18,3) 

(22.7) 

(17.3) 

(21,1) 

Bank credit to commercial 

287890 

43796 

16591 

30187 

18582 

21969 

24102 

25176 

(2746 

11938 

11850 

10227 

sector 


(17*9) 

(7.3) 

(15.3) 

(10.4) 

(14.0) 

(18.2) 

(23.4) 

(13.5) 

(14.4) 

(I6.7i) 

(16.8) 

Net foreign exchange assets 

75890 

22163 

28775 

3747 

12533 

2021 

-149 

1180 

805 

943 

904 

1322 

of the banking sector 


(41.3) 

(115.3) 

(17.7) 

(144.5) 

(30.4) 

(-2.2) 

(21.0) 

(16.7) 

(24 41 

(30.5) 

(80.3) 

Reserve Money (RM) 

168974 

30352 

27843 

11274 

11726 

10188 

14634 

9468 

8681 

6643 

2949 

6223 



(21.9) 

(2.5.1) 

(11.3) 

(13.4) 

(13.1) 

(23.2) 

(17.7) 

(19.4) 

(17 4) 

(8.4) 

(21.5) 

Bankers deposits with RBI 

61218 

J0467 

12611 

3258 

3059 

3116 

6562 

4175 

3384 

^234 

606 

2686 



(20.6) 

(33.1) 

(9.3) 

(9.6) 

(10.9) 

(29.6) 

(23.2) 

(23.2) 

(28.5) 

(5.6) 

(33.3) 

Net RBI credit to 

98737 

185 

1504 

3679 

4616 

15347 

14900 

6639 

6957 

6960 

4823 

6408 

govemment 


(0.2) 

(1.5) 

(3.9) 

(5.2) 

(20.9) 

(25.5) 

(12.8) 

(15.5) 

(18.3) 

(14.6) 

(24.0) 

Net RBI credit to centre 

98678 

949 

1306 

3586 

4832 

15150 

14622 

6715 

6360 

6774 

6638 

.5551 



(1.0) 

(1.4) 

(3.9) 

(5.5) 

(20.8) 

(25,1) 

(13.0) 

(14.1) 

(17^6) 

(20.9) 

(21.2) 

RBI credit to commercial 

659.1 

148 

225 

-1040 

918 

-7 

825 

1734 

396 

342 

300 

372 

sector 


(2.3) 

(3.6) 

(-14.3) 

(14.5) 

(^.1) 

(14,9) 

(45.8) 

(11,7) 

(11.2) 

(10.9) 

(15.6) 

RBI credit to banks 

13470 

7919 

-4334 

4783 

-4905 

2535 

393 

2638 

1681 

298 

-712 

403 

incl NABARD 


(142 7) 

(-43.8) 

(93.7) 

(-49 0) 

(33.9) 

(5.6) 

(59.4) 

(60 9) 

(12.1) 

(-22 4) 

(14.5) 

Net forex assets of RBI 

74686 

23264 

28775 

3809 

10855 

1915 

-132 

784 

795 

880 

842 

1275 



(4.5.2) 

(127.1) 

(20.2) 

(136.0) 

(31.6) 

(-2.1) 

(14,5) 

(17.2) 

(23.5) 

(29.0) 

(78.5) 

Net non-monetory 

26616 

1330 

-15.59 

78 

-160 

9668 

1432 

2422 

1336 

2090 

2466 

2292, 

liabilities of RBI 


(5.3) 

(-5.8) 

(0.3) 

(-0.6) 

(56 0) 

(9.0) 

(18 1 

(11 1) 

(20 9) 

(32.8) 

(4.3.9) 

Monetary Ratios 






In Percenlages (except money multiplier) 



End-Period 













Currency/deposits 


23.9 

22.3 

21.9 

22.8 

234 

23.9 

23.6 

26.0 

25.3 

26.8 

28.7 

Ciirrency/M, 


192 

18.1 

17.9 

18 5 

18.9 

19 3 

19.0 

20.6 

19.9 

20.8 

21.8 

Deposits/M ^ 


80.2 

81.3 

81.H 

81.2 

80.8 

80.5 

80.6 

79 2 

78.6 

77.5 

75.9 

Money multiplier: M/RM 













(in multiples) 


.3.12 

3 26 

3.42 

3.30 

3.16 

3 08 

3.18 

3.05 

3 18 

3 16 

2.96 

As proportion to domestic credit:"' 












a. Net bonk credit to govemment 

43.3 

45.7 

43 6 

44.5 

44.1 

42-9 

42.1 

43.7 

42.7 

41.0 

40.9 

b. Bonk credit to commercial sector 

56.7 

54.3 

56.4 

55 5 

55.9 

.57.1 

57.9 

56.3 

57 3 

59.0 

59.1 

Incremental 













Currency/deposits 


34.3 

24.6 

16.6 

19 1 

20.4 

25.9 

14 0 

30.2 

17.8 

16.8 

23.8 

Cuirency/M^ 


25.3 

19.4 

14.1 

16.0 

16.9 

20 6 

12.2 

25 1 

15.1 

146 

18.9 

Deposits/M, 


73.6 

78 9 

85 1 

8.3 6 

82.9 

79.6 

87.0 

83.2 

84.8 

87.3 

79,3 

Money multiplier: AM7ARM 












(in multiples) 


1.30 

2.60 

4.50 

4.30 

3.80 

2 70 

3.90 

2.40 

3.30 

5.50 

2.60 

As proportion to domestic credit* 












a. Net bank credit to government 

24.7 

63.9 

37.2 

47.3 

51.6 

47.2 

33.6 

50.3 

52 2 

41 7 

45.6 

b. Bonk credit to commeicial sector 

75.3 

36.1 

62.8 

52.7 

48.4 

52,8 

66.4 

49 7 

47.8 

58.3 

54.4 

* Domestic credit laphe total of net bank credit to 

govemmeni and bank credit to commercial .sector. 






Scheduled Comiaercial Banks 





Rupees crore 






Aggregate deposits 

382500 

49271 

52144 

39017 

37294 

29333 

28281 

28907 

15315 

17234 

l3i33 

ri839 



(14.8) 

(18.6) 

(16.1) 

(18.2) 

(16.7) 

(19.2) 

(24.4) 

(14.9) 

(20.1) 

(18.1) 

(19.5) 

Demand deposits 

72451 

3724 

14819 

2168 

II2I8 

6113 

6488 

7148 

1040 

3641 

1756 

2743 



(5.4) 

(27.5) 

(4.2) 

(27.7) 

(17,8) 

(2.3.2) 

(34.4) 

(5.3) 

(22.6) 

(12.2) 

(23.7) 

Time deposits 

310048 

45546 

.37325 

36849 

26076 

23220 

21793 

21759 

14275 

13593 

11377 

9096 



(17.2) 

(16.4) 

(19.4) 

(15.9) 

(16.5) 

(18.3) 

(22.3) 

(17.2) 

(19.5) 

(19.5) 

(18.5) 

Total advances 

209706 

38784 

11566 

23757 

12164 

16770 

17295 

I7I2I 

7492 

7715 

7869 

7148 



(22.7) 

(7.3) 

(17.5) 

(9,9) 

(15.7) 

(19.4) 

(23 7) 

(II.6) 

(13.5) 

(16,0) 

(17.0) 

Pood credit^ 

12275 

1368 

4164 

2073 

164 

2500 

1229 

-1413 

-2914 

-431 

-130 

1643 



(12.5) 

(61.8) 

(44.4) 

(3.6) 

(124.6) 

(158.2) 

(-64.5) 

(-57.1) 

(-7.8) 

(-2.3) 

(40.9) 

Non-food credit 

197431 

37416 

7402 

21684 

12000 

14270 

16066 

18534 

10406 

8146 

7999 

5505 



(23.4) 

(4.9) 

(16^) 

(10.1) 

(13.6) 

(18.1) 

(26.5) 

(17.4) 

(15.8) 

(18.4) 

(14.5) 

Investments 

149254 

14172 

28435 

16820 

13751 

10887 

9499 

8702 

8118 

8276 

5666 

3732 



(10.5) 

(26.7) 

(t8.7) 

(18.1) 

(16.7) 

(17.1) 

(18.5) 

(20.9) 

(27.1) 

(22.7) 

(17.6) 

® Fbod credit data is on the last Friday of March of each year 










Ciedit/deposit ratio: 






In Percentases 





End-Period 


54.8 

51.3 

56.7 

56.0 

60.3 

60.8 

60.7 

61.1 

62.9 


67l 

Incremental 


78.7 

22.2 

60.9 

32.6 

57,2 

61.2 

59.2 

48.9 

44.8 

59.9 

60.4 

Investment/deposit ratio: 













End-Period 


39.0 

40,5 

37.9 

37.1 

37.2 

37,2 

37.8 

39.7 

37.8 

35.7 

34.3 

Incremental 


28.8 

S4.6 

43.1 

36.9 

37.1 

33.6 

30.1 

53.0 

48.0 

43.1 

31,5 

Monetary data are based on March 31 figures both for RBI and scheduled commercial banks before closure of govemment accounts. 



Votes: (i) Stiperscrtpt munenil denotes month to which figure relates, e g, supencript ^ stands for July, (ii) Figures in brackets are percentage variations 
over the period specified or over the companible period of the previous year. 
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COMPANIES 


4 




PHILIPS INDIA 

Multipronged Growth 

PHILIPS INDIA, the consumer electronics 
giant, has done well in 1994. Sales was 23 
per cent more than in the previous period, 
ApriUDecember 1993, on un annualised 
basis. The operating profit, post-interest 
charges and depreciation, was Rs 851 mil¬ 
lion against Rs 484.7 million for the pre¬ 
vious period of nine months. Improvement 
in operating profit was achieved through 
stringent control on costs and a reduction 
in interest cost. A dividend of 25 per cent 
was declared for the year. 

The lighting division did well in the year. 
A number of new state-of-the-art energy 
saving products in lamps and luminaries 
were well accepted. The company entered 
the area of hazardous lighting which finds 
its application in chemical/petrochemical 
and oil refining complcxe.s. Lighting orders 
were successfully executed during the year. 
The division won two international awards 
during the year conducted by Philips Light¬ 
ing B V of The Netherlands for lighting the 
streets of Madras and for lighting the Inter¬ 
national Conference Centre at Vigyan 
Bhavan in New Delhi. The company invest¬ 
ed in photometric and quality control equip¬ 
ment for upgrading the level of production 
equipment. Its Bombay light factory at Kalwa 
received the ISO 9002 certification by BSI 
Quality Assurance, UK. The consumer elec¬ 
tronic division achieved a growth in sales 
of 26 per cent over the previous period of 
nine months'’on an annualised basis. The 
compan)^ introduced new colour television 
models and also launched an integrated 
satellite receiver and TV set with stereo 
sound which was well accepted. In the 
field of audio equipment too the company 
maintained its leadership position. The turn¬ 
over of the domestic appliances and per¬ 
sonal care division was up by Rs 295 mn 
for the year. 

The electronic components division post¬ 
ed an increase in sales by 11 per cent. The 
plastics and metalware factories unit too did 
well. Orders for supplies of PCBs, vacuum 
cleaner parts, automobile switches, 3-way 
disposable medical application and mobile 
phones were executed during the year. A 
new state-of-the-art PCB production line 
with image sensing technology from Japan 
was installed to meet the increased demand 
for audio and video PCBs. Also an invest¬ 
ment of Rs 19 million was made towards 
the installation of a state-of-the-art comput¬ 
er controlled moulding machine to meet the 
increased r^uirement of TV cabinets thus 
creating an independent internal support 


system for its requirement. The industrial 
electronic division successfully developed 
flame-proof audio communication modules. 
These were introduced in the market in the 
form of systems solutions, an import sub¬ 
stitute. The product has been installed in 
petrochemical and fertiliser industries. Elec¬ 
tronic manufacturing technology business 
was launched by the company to support the 
growth of electronics and telecommunica¬ 
tions. The company plans to expand its 
activities in the areas of radio paging^ cel¬ 
lular and cordless telephones, business 
communication systems, PABX, key tele¬ 
phone systems, digital microwave radios 
and TDMA systems for telephone link to 
remote areas. After acquinng a 51 per cent 
equity holding in the joint venture chris¬ 
tened Wcbel Telecommunication Industries 
the name is now being changed to Philips 
Telecommunication Industries. 

An expenditure of Rs 50 crore was in¬ 
curred on R and D in the year. Product 
development, process development and 
import substitution were the thrust areas. 

UNIVERSAL CABLES 

Higher Profit 

Universal Cables belonging to the M P Birla 
group specialises in various types of cables 
like PVC, cross capacitators and polythene 
compounds. The company has technical 
tie-ups with BICC, UK. Tokyo Shibaura 
Electric Company, Japan, General Electric 
Company, USA and Asea Kabcl AB, 
Sweden. 

The company has done well in 1993-94. 
Net sales were up by 2 per cent (Rs 4.01 
crore), operating profit by 7 per cent 
f Rs 1.7 crore) and net profit by 36 per cent 
(Rs 1.58 crore). Taxation was up by 39 per 
cent (Rs 2,29 crore) and depreciation by 6 
per cent (Rs 28 lakh)« non-operatmg surplus 
by 121 percent (Rs 17 lakh), while interest 
charges fell by 25 per cent (Rs 2.26 crore). 
The company could post higher profits due 
to the effective check on interest charges. 
Also there has been a change in the policy 
for depreciation adopted by the company. 
The depreciation on the revalued part of the 
fixed assets which were earlier charged to 
the revenue account is now being charged 
to the revaluation reserve account. An en¬ 
hanced dividend of 30 per cent was declared 
for the year as against 25 per cent in the 
previous year. Exports remained subdued 
due to recessionary trends and severe 
competition. The company achieved 
exports through Indian contracting firms 
engaged in the turnkey projects in south and 
west Asia. 


Earning per share fluctuated at Rs 5 in 

1991-92, Rs 8 in 1992^93 and Rs 7 in 
1993-94. Nel value added to value of produc¬ 
tion rose by 2 percentage points in 1992-93 
andby 1 percentage point in 1993-94. Return 
on investment rose from 7 per cent in 

1991- 92 to 10 per cent in 1992-93 and 14 
per cent in 1993-94. Gross margin rose by 3 
percentage points in 1992-93 and 1993-94. 
Consumption of raw materials to value of 
production however showed a declining 
trend. It fell by 4 percentage points in 

1992- 93 and by 3 percentage points in 

1993- 94. Inventories to sales fell by 3 
percentage points in 1992-93 and by 2 per¬ 
centage points in 1993-94. Debt-equity 
ratio fell by 16 percentage points in 193-94. 
Short-term bank borrowings fell drastical¬ 
ly for the year. Sundry creditors to current 
assets fell by 2 percentage points in 1992-93 
and 1993-94. 

Universal Cables has been awarded the 
IS-14002 and ISO-9002 by Bureau of 
Indian Standards (BIS). The joint venture 
company Birla Ericsson Optical, promoted 
by Universal Cables along with Vindhya 
Telelinks and Ericcson Cables AB of 
Sweden commenced production of optical 
fibres at Rewa. The company which markets 
its products under the brand name 'Unistar’ 
is setting up a joint venture with Asea Brown 
Boveri (ABB). Accordingly, a .state-of-the- 
art plant for the manufacture of extra high 
voltage cables i.s being set up at Satna in 
Madhya Pradesh. 

The company reported a nel profit of 
Rs 2.9 crore for the half-year ended Sep¬ 
tember 30, which is a decline of Rs 3.07 
crore compared to the corresponding 
period. 

An expenditure of Rs 36 lakh was incurred 
by the Research and Development depart¬ 
ment in 1993-94. Applied research in cable 
and capacitator technology for product 
development, process improvement and 
import substitution was the area of focus. 
The company developed special cables for 
defence productions and electronics. Col¬ 
laborative research has been undertaken in 
hi-tech areas with IIT and BARG. 

SIYARAM SILK MILLS 

Rise in Exports 

Engaged in the production of yarn and 
readymade garments. Siyaram Silk Mills 
belongs to the Siyaram-Poddar group. The 
company has its manufacturing unit at 
Tarapur and Murbad in addition to its 
texturising, twisting and dyeing units at 
Patalganga and Silvassa. The products are 
marketed under the brandname 'Siyaram*. 
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Financial Indicators 

FUHpt 

India 

Unl venal 
_Cabki 

SiyaianSUk 
__Mllll_ 

Shree 

_Cwacat_ 

Ruchi 

Suva 


Dec 

1994 

Dec 

1993 

March 

1994 

March 

1993 

March 

1994 

March 

1993 

March 

1994 

March 

1993 

March 

1994 

March 

1993 

Incoma/approprlations 

1 Net sales 

111128 

68319 

13901 

13500 

15674 

14364 

12770 

11874 

18667 

11966 

2 Value of production 

115662 

66505 

14127 

13577 

15894 

14274 

12578 

11762 

18629 

12642 

3 Other Income 

777 

449 

319 

284 

114 

176 

455 

350 

466 

533 

4 Tata! inafme 

116439 

66954 

14446 

13861 

16008 

14450 

13033 

12112 

19095 

13175 

5 Raw matehals/stores and spares 
consumed 

31320 

16857 

8049 

8273 

9506 

8081 

3121 

2954 

11017 

7480 

6 Other manufacturing expenses 

58067 

37427 

857 

871 

3599 

3566 

4243 

3652 

4975 

2968 

7 Remuneration to employees 

8065 

5842 

769 

709 

338 

266 

421 

386 

105 

88 

8 Other expenses 

16427 

8931 

2262 

1669 

1393 

1321 

3666 

3182 

940 

1224 

9 Operdting profit 

2560 

-2103 

2509 

2339 

1172 

1216 

1582 

1938 

2058 

1415 

10 interest 

1581 

1429 

663 

889 

503 

543 

432 

551 

354 

361 

11 Gross profit 

11550 

4142 

1877 

1464 

778 

689 

1628 

1461 

1689 

1051 

12 Depreciation 

2177 

1476 

471 

443 

435 

388 

227 

904 

362 

245 

13 Prffit before tax 

9373 

2666 

1404 

1017 

343 

301 

1398 

555 

1327 

806 

14 Tax provision 

4950 

1425 

808 

579 

70 

75 

230 

112 

115 

163 . 

15 Profit after (ax 

4423 

1241 

596 

438 

273 

226 

1168 

443 

1212 

643 

16 Dividends 

1068 

545 

204 

133 

105 

81 

369 

266 

287 

184 

17 Retained profit 

3355 

696 

392 

305 

168 

145 

799 

177 

925 

459 

LtabiUtici/anett 

18 Poid-up capital • 

4552 

4100 

798 

534 

513 

366 

2465 

2462 

1399 

1261 

19 Reserves and surplus 

14608 

10460 

8530 

6361 

2285 

1604 

4662 

3866 

7475 

4878 

20 Long term loans 

4002 

5088 

1049 

1868 

2256 

2362 

2519 

2127 

852 

1216 . 

21 Short term loans 

2281 

1838 

981 

2055 

3783 

3412 

832 

886 

1673 

974 

22 Of which bank borrowings 

1281 

'638 

8 

1388 

2994 

2716 

132 

843 

1473 

949 

23 Gross fixed assets 

28078 

253<8 

8985 

8700 

5128 

4826 

9484 

8713 

4337 

2869 

24 Accumulated depreciation 

14876 

I3I53 

4873 

4200 

2169 

1795 

6317 

6108 

773 

412 

25 Inventories 

17005 

12081 

3009 

3207 

2443 

2216 

1825 

2294 

2410 

2500 

26 Total assets/liabilities 

52460 

41954 

13039 

13908 

ipi05 

9177 

12748 

11215 

13906 

9830 

Miscellaneoua items 

27 Excise duty 

4957 

2427 

4190 

4006 

424 

401 

2883 

2678 

318 

287 

28 Gross value added 

31965 

19202 

3351 

3119 

1743 

1516 

2483 

2154 

1865 

1266 

29 Total foreign exchange income 

1565 

1529 

4 

4 

1194 

1042 

lip 

0 

1891 

671 

30 Total foreign exchange outgo 

8919 

4588 

1425 

2281 

572 

758 

114 

171 

49 

10 

Key flnancial and performance ratios 

31 Turnover ratio (sales to total assets) (%) 

211.8 

162.8 

106.6 

97.1 

155.1 

156.5 

100.2 

105.9 

134.2 

121.7 

32 Sales to total net assets (%) 

436.8 

318.0 

122.4 

124.8 

177.4 

185.5 

121.9 

127,1 

163.8 

143.7 

33 Gross value added to gross fixed 
assets (%) 

113.8 

75.8 

37.3 

35.9 

34.0 

31.4 

26.2 

24.7 

43.0 

44.1 

34 Return on investment (gross profit 
to total assets) (%) 

22.0 

9.9 

14.4 

10.5 

7.7 

7.5 

12.8 

13.0 

• 12.1 

10.7 

35 Gross profit to sales (gross margin) (%) 

10.4 

6.1 

13.5 

10.8 

5.0 

4.8 

12.7 

12.3 

90 

8.8 

36 Operating profit to sales (%) 

2.3 

-3.1 

18.0 

17.3 

7.5 

8.5 

12.4 

16.3 

11.0 

11.8 

37 Profit before tax to soles (%) 

8.4 

3.9 

10.1 

7.5 

2.2 

2.1 

10.9 

4.7 

7.1 

6.7 

38 Tax provision to profit before tax (%) 

52.8 

53.5 

57.5 

56.9 

20.4 

24.9 

16.5 

20.2 

8.7 

20.2 

39 Pn^it after tax to net worth 
(return on equity) fib) 

23.1 

8.5 

6.4 

6.4 

9.8 

11.5 

16.4 

7.0 

13,7 

10.5 

40 Dividend 1%) 

25.00 

15.00 

30.00 

25.00 

24.00 

22.00 

15.00 

12.50 

22.00 

20.00 

41 Earning per shore (Rs) 

9.72 

3.03 

7.47 

8.20 

5.32 

6 17 

4.74 

1.60 

8.66 

5.10 

42 Book value per share (Rs) 

43 P/E ratio (based on latest and 

42.1 


103.9 

107.9 

• 54.5 

53.8 

28.9 

25.7 

63.4 

48 7 

corresponding last year's price) 

44 Debt^uity ratio (adjusted for 

0.0 

. 

0.0 

0.0 

23.2 

12.2 

10,5 

14.0 

27.2 

7.0 

18.6 

revaluation) (%) 

45 Short term bank borrowings to 

• 20.9 ‘ 

34.9 

12.6 

32.4 

80.6 

119.9 

35.3 

33.6 

9.6 

19.8 

inventories (%) 

7.5 

5.3 

0.3 

43.3 

122.6 

122.6 

7.2 

36.7 

61.1 

38.0 

46 Sundry creditors to sundty debtors (%) 

47 Total remuneration to employees 

143.4 

150.4 

13.2 

14.7 

22.7 

32.8 

53.0 

46.4 

57.3 

65.9 

to gross value added (%) 

48 Total remimeration to employees 

25.2 

30.4 

22.9 

22.7 

19.4 

17.5 

17,0 

17.9 

5.6 

7.0 

to value of production (%) 

7.0 

8.8 

5.4 

5.2 

2.1 

1.9 

3.3 

3.3 

0.6 

0.7 

49 Gross fixed assets formation (%) 

10.8 

- 

30.8 

1.3 

6.3 

29.1 

8.8 

8.3 

51.2 

25.7 

50 Growth in inventories (%) 

40.76 


-^.17 

-10.42 

10.24 

1.84 

-20.44 

0.61 

-3.60 

73.97 
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Though net sales vfttt up by 9 per pent 
for 1993*94, operating profit fell ^ 3 per 
cent but net profit was up by 14 per cent* 
The rise in non*operating profit coupled 
with a decrease in taxation and interest 
charges helped in pulling net profits up. The 
company allotted 7,33,862 PCDs to 
sharehol^rs and staff against which as per 
the terms of the rights issue 14.67,724 PCDs 
were converted into equity shares. To reduce 
the interest burden the company offered to 
buy back the non^convertible portion of the 
PCDs. Exports of the company were up by 
15 per cent while imports fell by 31 per cent 
in the year. The company has been exporting 
fabrics and other textile products. Initially 
these were marketed in the neighbouring 
countries in west Asia. But recently the 
company has been making efforts to expand 
its export network to Eiuopean countries. A 
24 per cent dividend was declared for the 
year. 

Debt-equity ratio fell from 127 per cent 
in 1991-92 to 119 per cent in 1992-93 
and 80 per cent in 1993-94. While sales to 
total assets (ell by 9 percentage points in 

1992- 93 and by 1 percentage point in 

1993- 94, sales to gross fixed.assets fell by 
45 percentage points in 1992-93 and rose 
by 8 percentage points in 1993-94. Earning 
per share fluctuated at Rs 5 in 1991 -92, Rs 6 
in 1992-93 and Rs 5 in 1993-94. Remuner¬ 
ation to employycs rose by 2 percentage 
points for the year. Inventories grew by 9 
percentage points. Consumption of raw 
materials to value of production rose mar¬ 
ginally. Sundry creditors to current assets 
fell by 6 percentage points. 

In September 1993 8 Dornier shuttleless 
looms were commissioned at the Tarapur 
plant. The company further finalised the 
purchase of 14 Honier shuttleless looms 
which were instal)' J in 1994. 

SHREE CEMENT 

Capacity Expansion 

• 

Shree Cement, the flagship company of the 
PD-BG Bangur group, has done well in 
1993-94. Though net sales were up by 7 per 
cent (Rs 8.96 crore) and net profit by 163 
percent (Rs 7.25 crore), operatingprollt was 
down by 18 per cent (Rs 3.56 crore). An 
increase in other income coupled with a 
substantial rise in non-operating profit and 
a fall in depreciation and interest charges all 
helped in pulling margins up. Earning per 
share rose to Rs 4 for 1993-94 against Rs 1 
in 1992^93. Exports wereRs I.18crorc.The 
company exported 9,385 MT of cement 
during th^year and has an export order of 
22,935 MT in hand. An enhanced dividend 
of 15 per cent was declared for the year 
against 10 per cent last year. Though edac¬ 
ity utilisation and plant operations were bkter 
and effective, market prices remained de- 
pres.sed due to reduced offtake of cement by 


die government. Production of cHUker in 
1993-94 was 8,S8,226 MT. Cement produc¬ 
tion was higher by 78,066 MT in tbe year. 

Debt-equity ratio of the company fell by 
22 percentage points in 1992-93 and rose 
by 2 percentage points in 1993-94. During 
the year Shree Leasing and Industrial 
Finance was amalgamated with the com¬ 
pany and accordingly the company issued 
2,40,021 fully paid up equity shares to the 
members of the erstwhile company. Also, 
21,975 16 per cent unsecured redeemable 
non-convertible debentures of Rs 100 with 
equity warrants. Short-term bank borrow¬ 
ings to inventories fell by 29 percentage 
points in the year. Consumption of raw 
materials showed a rising trenf in the past 
three years. Return on investment fell from 
29 per cent in 1991-92 to 13 per cent in 
1992-93 and 12 per cent in 1993-94. Net 
value added to value of production fell by 
9 percentage points in 1992-93 and then rose 
by 7 percentage points in 1993-94. Oper¬ 
ating profit declined in the past three years 
from 102 percent in 1991-92 to 89 percent 
in 1992-93 and 63 per cent in 1993-94. 

To meet the growing demand for cement, 
the company has plans to increase its capac¬ 
ity by 20 lakh tonnes in the next four years, 
thus taking the total investment to approx¬ 
imately Rs 700 crore. The expansion plan 
has been divided into two phases. The first 
phase of one million tonnes has already 
commenced. The company is setting up a 
new plant at a distance of 40 km from its 
existing plant at Raas in Jodhpur district. In 
the second phase the capacity of the Raas 
plant is to be increased by one million 
tonnes thus taking the total capacity of the 
company to 2.6 million tonnes. 

An expenditure of Rs 8 lakh was incurred 
by the company on research and develop¬ 
ment. Improving colour of cement, on line 
bag weighing system for cement bags, 
optimisation of raw mix using higher percen¬ 
tage of Assam coal to increase the life of 
mines were some of the activities during the 
year. 

RUCHI SOYA INDUSTRIES 

Rise in Sales 

Ruchi Soya Industries, one of the major 
companies in the soya industry, has a market 
share of 50 per cent in texturised vegetable 
protein products (TVP) which is marketed 
under the brand 'Nutrela*. Ruchi Soya also 
produces a whole range of soya products 
ranging from refined soya oils to deoiled 
cakes to products of vanaspati and TVP. 

Net sales for 1993-94 were up by 56 per 
cent (Rs 67.01 crore). operating profit by 
45 per cent (Rs 6.43 crore) and net profit 
by 88 per cent (Rs 5.69 crore). Though 
taxation fell by 29 per cent, its effect was 
countered by the fall in income and 
non-operating surplus, and increases in 


deptrnmm the 

exfxxt front the company fared wdl With 
export rising by Rs 12.20 crore. An enhan¬ 
ced dividend of 22 per cent was declared 
for die year against 20 per cent in the pre¬ 
vious year. 

Debt-equity ratio fell from 30 per cent in 

1991- 92, to 19 per cent in 1992-93, and 9 
per cent in 1993-94. During the year the 
company issued 11,75,000 equity shares on 
private placement basis to foreign institu¬ 
tional investors. Short-term borrowings fell 
by 27 percentage points in 1992-93 and rose 
by 24 percentage points in 1993-94. Earning 
per share was Rs 14 in 1991-92, Rs 5 in 

1992- 93 and Rs 8 in 1993-94. Operating 
profit to gross value added fell marginally 
for the year. Gross saving to gross capit^ 
formation rose from 22 per cent in 1991-92 
to 27 per cent in 1992-93 and 67 per cent 
in 1993-94. 

The company has set up a 100 per cent 
export-oriented unit of 1.500 MT per day 
capacity for the manufacture of protein foods 
with the technical know-how from the 
Belgian S A Extraction Desmet. Commer¬ 
cial production was due to start in January 
1995. It also intends to promote a wholly- 
owned sub.sidiary overseas. To part finance 
its new export-oriented venture it plans to 
raise funds by way of Euro issue/GDRs to 
the extent of $ 40 million. 

The research and development department 
of the company worked to develop proces¬ 
ses to manufacture textured soya protein and 
improve quality and productivity. 

DENA BANK 

Higher Earnings 

During the year ended March 1995 Dena 
Bank has done well in its key business 
parameters of profit, deposit mobilisation, 
credit expansion and related areas. The bank’s 
total deposits increased by Rs 870 crore 
and net credit expanded by Rs 741 crore. 
The business mix of the bank has thus in¬ 
creased by Rs 1,611 crore. Export credit 
grew steadily in 1994-95. Merchant bank¬ 
ing, one of the thrust areas in the process 
of diversification of business, has been 
doing well. The company obtainecTmandate 
for 28 issues of which 14 public issues had 
opened and were fully subsft;ribed. It also 
handled project appraisal for 11 issues, 
underwrote 138 proposals, and acted as co¬ 
managers for 16 proposals and was banker 
to the issue for 140 issues. It has opened 
three hi-tech agricultural branches at 
Ahmedabad, Bangalore and Fune. Another 
asset recovery branch and a special SSI 
branch in Bombay have been opened. Four 
more of its branches were computerised, 
taking the total of computerised branches to 
eight. It also plans to open its first drive- 
in ATM at its Juhu Vile Parte branch in 
Bombay. 
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RANDOM KE^ECnONS 


P lanning versus Market in 
Deveifqiii^ Economies 

Discussioiis In Honour of Late Amiya Dasgupta 

Anm Ghosh 

The new (and emerging) coalition of vestedAnterests within the country 
widt the owners (and supporters) of international finance capital is a 
reality that cannot be dismissed offhand. So what is relevant in terms of 
socio-economic organisation is not what is desirable, but what is 
achieveable, which would be determined essentially by the form that the 
mobilisation of the people is likely to take. 


THE Department of Economics of the 
Visva Bharati recently commemorated the 
late Amiya Dasgupta, for long years, 
chairman of the Sameeksha Trust, with a 
three-day seminar-cum-cultural fcsi over 
February 12-14. The topic of the seminar, 
TIanning and the Market in the Context of 
Developing Countries*, was not only timely, 
for the concept of * planning* is now in full 
retreat in most countries of the world, the 
papers and the discussions were so lively 
though somewhat inconclusive) that it 
would appear to pe desirable to continue 
the debate in a wider forum, through the 
columns of the EPW. 

The three-day intellectual fest was graced 
by a large number of luminaries in the 
domains of economic theory and policy: and 
in attempting to cover some of the papers 
and discussions presented in the seminar, 
one must start with a caveat. There were 
perhaps too many papers to permit a thread¬ 
bare discussion of all the issues discussed 
in the papers (and presented by the parti¬ 
cipants). Perhaps this is inevitable because 
this practice tends to promote a welcome 
development; the presentation of research 
papers by a large number of young eco¬ 
nomists and statisticians, who tend to submit 
their findings and conclusions on the basis 
of the empirical studies conducted by them. 
But then, it is neither practicable nor even 
desirable to cover all papers discussed in any 
seminar. (This is not to belittle the value of 
these papers; but a discussion in these 
columns must necessarily centre around a 
clear, unambiguous theme, and strictly shun 
straying into the many labyrinths and by¬ 
lanes that criss-cross the main theme.) 

Economic Theory and Sogal Chanoe 

Theory must relate to objective socio¬ 
economic conditions at any point of time; 
and economic theories (in the past) have 
tended to reflect the epochal changes in 
societal organisation in economic matters 
from time to time. Indeed, that was one of 
the many contributions to economic thought 
of the late Amiya Dasgupta, namely, to point 
out how economic doctrines have changed 


over time in the context of the socio- 
politico-economic developments in the 
countries where economic doctrines have 
originated (vide, Epochs in Economic 
Theory, Basil Blackwell, Oxford, 1985, and 
Phases of Capitalism and Economic Theory, 
OUP, Delhi, 1983). 

The above broad theme was brilliantly put 
forward by S R Sen in his opening com¬ 
memorative address, wherein he brought out 
not only Dasgupta*s qualities as a teacher 
and guide to several succeeding generations 
of Indian economists, but also his evolving 
ideas - starting with his PhD dissertation on 
the ^conception of surplus in theoretical 
economics*, through diverse contributions 
on planning and other policy issues, to the 
twoepochal works in the mid-1980s to which 
reference has already been made. 

In a sense, the commemorative address set 
the tone for the diverse presentations and 
discussions during the seminar. In his key¬ 
note address on the opening day, Amiya 
Bagchi traced the history of economic de¬ 
velopment (through industrialisation) in the 
developed countries of the world; European 
industrial development was greatly facilitat¬ 
ed by colonial exploitation through the 18th, 
19th and the first half of the ZOth centuries. 
This possibility was not available to the less 
developed countries; and in fact, the new 
international economic order sought to be 
enforced by the developed countries today 
might have the effect of perpetuating the 
lack of industrial growth - and thereby the 
growth of productivity of labour - in the 
developing countries, b^auseof wholly one¬ 
sided trading arrangements through the 
World Trade Organisation. In a sense, thus, 
the free market economy currently advocat¬ 
ed sought to perpetuate the economic back¬ 
wardness of developing countries; and the 
story of growth under a laissez-faire system 
was not likely to be repeated for a large part 
of the world population. Thai was* a lesson 
one could draw from a reading of economic 
history around the world. Amiya Bagchi 
also referred to the available evidence re¬ 
garding the lack of innovativeness* (in the 
Schumpeterian sense) among Indian entre¬ 


preneurs generally - as compared to, say, 
their Korean counterparts - whereas, in the 
post-war period, the planners and bureau¬ 
crats in India have demonstrated much greater 
Schumpeterian innovativeness (c g, in the 
matter of creation of capacity for the man¬ 
ufacture of steel and fertilisers, much ahead 
of market demand, in fact, with a view to 
creating new demand, and thereby helping 
to spur economic development). 

This very definitive slant was significant¬ 
ly moderated by Amlan Datta*s presidential 
^dress which followed. Datta drew a dis¬ 
tinction between the roles of the state and 
of the market. The state was the framework 
of modem societal organisation, which was 
supposed to provide security to the citizens 
of a country, maintain law and order, and 
facilitate the growth of production and trade 
(rather than take an active part in such 
activities). The market was an institution 
which was supposed to facilitate exchange 
between individuals for mutual benefit. It 
is in the above context that it was necessary 
to examine the role of planning vis-a-vis the 
market in developing countries. 

Capital Mobility and State Intervention 

On the main theme, planning versus the 
market in the context of developing coun¬ 
tries, there were a number of papers, and 
discussions continued - in different contexts 
- over a number of sessions. Bui reference 
must first be made to a brilliant paper titled 
The Plan versus the Market in the Contem¬ 
porary World' by Prabhat Patnaik, a paper 
which unfortunately did not get discussed 
because of the inability of Patnaik to attend 
the seminar. Yet, if the debate on this vital 
issue is to be continued (through the EPW 
and elsewhere), it seems to be essential that 
at lea.st the substance of Patnaik*s logical 
presentation of issues be indicated briefly. 

Patnaik starts with the demolition of current 
ideas about a socialist market system. He 
goes back to Dobb’s critique of Parcto- 
optimality in the framework of a Walrasian 
equilibrium **which is relative to a given 
distribution of endowments’*. Th^ lifficulty 
with the Dobb critique is that it shares the 
classical theory premise that the Walrasian 
equilibrium does represent a stylised market 
system, with the further assumption that 
such a stylised market system may possibly 
realise itself in the form of a decentralised 
socialist market system. 

But the essence of the Walrasian equilib¬ 
rium is that ^markets clear*. Under the 
capitalist system, an equilibrium is some¬ 
how reached by the prevalence of unem¬ 
ployment and the fear of the ‘sack*: but then 
such a system becomes far removed from 
the typical Walrasian equilibrium. In fact, 
however,even undera socialist system, since 
socialism implies the existence of full 
employment, unless there is an alternative 
basis for imposing discipline on the 
workforce, a Walrasian equilibrium with 
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Indi vidua) optimisi^iofi v^ould become 
impos 3 ibie. 

Patnaik refers in this context to the Oscar 
Lange concept of the market as a computer- 
analogue - the planner, in fact taking on the 
role of the market, through a reiterative trial 
and error process - and the market as an 
^institution’ (wherein the profit motive is 
what induces investment, and where mar¬ 
kets clear only under certain conditions such 
as die prevalence of unemployment). Patnaik 
concludes this part of his presentation with 
the remark that ’’the market as a social 
institution is altogether different from the 
Walrasian conceptualisation of it”. 

The second limitation of the Dobb-type 
argument is that ’’any planning is realisti¬ 
cally done within a nation-state which exists 
within a certain international economy”, and 
^tnaik concludes in that context that ’’the 
abstract comparison of a planned with a 
market-regime cannot really take us very 
far”. During the inter-war years, the inter¬ 
national economy was fragmented, and there 
was little free flow of capital. Today, with 
the free flow of international finance capital 
across borders, the operation of market forces 
implies the operation of global market forc¬ 
es. In this context, Patnaik urgues that shifts 
in productivecapital across borders can have 
an income-raising effect in less developed 
countries only when direct foreign capital 
(DPI) inflows are intended to cater to the 
global market (while locating production 
activity in the developing countries). Patnaik 
argues that today much of international DPI 
consists of capital inflow into China (where 
a substantial volume is contributed by ex¬ 
patriate Chinese); debt-equity swap deals in 
Latin America (which merely convert fig¬ 
ures of debt into figures of DPI); and finally, 
DPI which comes in to meet elitist local 
market needs. The amount of DPI which 
comes in to take advantage of prevalent low 
wages (in developing countries) to meet 
global market needs is essentially a very 
small part of total DPI inflows. At the same 
time, ’’opening up the economy to market 
forces” implies essentially the opening up 
of the economy to the movements of inter¬ 
national finance capital, of short-term funds 
(or'hot money*). By postulating u ./.imber 
of alternative scenarios in this regard. Patnaik 
demonstrates that ’’globalisation in the era 
of financial mobility dooms economies like 
ours ... to a perennial state of low growth 
which is the precise opposite of what the 
celebrators of globalisation claim”, and the 
need for planning ’’arises not so much because 
within a given universe planning is superior 
to the market, but as a mechanism for 
changing theuni verseof decision-making...” 

However, even if planning is absolutely 
essential in developing economies such as 
ou^s, Patnaik questions whether it is really 
feasible in today’s context. Purposive ‘‘state 
intervention presupposes a ’control area’ 
over which the writof the statecan in principle 
run. And if capital is highly mobile across 
countrieSi then it is difficult to visualise such 
a ’control area’Patnaik concludes that this 
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my become possible only if potMcel 
alliance of social forces having i clepisive 
weight [can] be cobbled together .,.which 
can back an alternative economic strategy.,. 
And secondly... if such an alliance... can... 
withstand the very powerful pressures un¬ 
leashed by the internationalisation of fi¬ 
nance in the direction of undermining any 
purposive national level praxis for develop¬ 
ment”. The answer, therefore, goes back to 
the possibility of an alternative political 
base which can effectively opt for planning, 
which is a matter of political praxis. 

We have spent considerable space to 
summarise Prabhat Patnaik’s paper and to 
quote extensively from it because Patnaik’s 
paper, apart from being theoretically com¬ 
plete and precise, attempts to situate the 
problem of planning vis-a-vis the market in 
the context of present day developments and 
the reality of the domestic and international 
forces behind the globalised market system 
that is currently in force today; and in a 
sense, the inconclusi vedebate at Santiniketan 
appears to get properly rounded off and 
summed up in Prabhat Patnaik’s paper. (To 
that extent, perhaps the Patnaik paper and 
its contents shoulcf ideally have been pre¬ 
sented in full; and hopefully the EPWwould 
publish the full text of Patnaik’s paper.) The 
distinction between the Oscar Lange con¬ 
cept of planning - with the market as a 


compiiter^aiialoftiii - 

view of the market within a socialist ftame- 
work (which was somewhat dlfTerelitly 
formulated by Michal Kalecki) is an impor¬ 
tant one. Equally relevant is the gradually 
changing character of the very market sys- 
mm, which has curreiHly taken on vastly 
different characteristics from those contem¬ 
plated in the framework of a Walrasian 
equilibrium. 

Market as Resource Allocator 

This leads on to the very first paper pre¬ 
sented - and discussed - at the Dasgupta 
memorial seminar. In a paper titled ’Plan¬ 
ning and Markets in Economic Develop¬ 
ment: An Exploration in Theoretical Con¬ 
structs', Arun Ghosh questioned the thesis 
that the market is the best allocator of le- 
sources on two grounds. While conceding 
that the capitalist system, with its reliance 
on the market system, had led to enormous 
economic growth in some two centuries, 
Ghosh gave both theoretical reasons for and 
empirical evidence of the inevitaby ity of the 
growth of unemployment in a capitalist 
framework. And, under modern capitalism, 
both scale economies and market power led 
to the growth of oligopolies and internation¬ 
al cartels in most production sectors; and 
together with the development of artificial 
intelligence and bio-technology - and the 
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vaitittilins i^tredIpr research in tiiote mas 
-asivQll asiheskilland knowledge imensiiy 
of modem methods of production, the pos¬ 
sibility of devetoping countries catching up 
on the development process in a world of 
uneqjiiai competition was really remote. 
International finance capital focuses increas¬ 
ingly on speculative trade in assets (with a 
view to making quick capital gains) rather 
than on long-term investments for the ex¬ 
pansion of production and trade. Together 
with the new international order imposed 
through the tncoiporation of Intellectual 
Property Rights, freedom of capital move¬ 
ments, and of trade in services within the 
ambit of the trade regime (under the WTO), 
the supremacy of international finance cap¬ 
ital - which severely limits the role of 
domestic policy in the vital areas of mon¬ 
etary management and fiscal and interest 
rate policy - severely affects the capacity 
of developing countries to increase their 
manufacturing capability and thereby in¬ 
crease their labour productivity. And, to the 
extent that the capitalist system must, of 
necessity, progre.ss through the existence of 
substantial unemployment of the workforce. 
It cannot (axiomaticalty) be deemed to make 
for an optimal allocation of resources. 

On the other hand, the experience of 
socialist planning in East Europe has brought 
out the severe limitations of a system wherein 
a few indi viduats become responsible tor the 
‘planning* of production (and distribution 
of the social output). Thus, both systems are 
found to he full of kinks and dangers; and 
the basic is.sue is how to evolve a via media 
which would avoid the delects of both. 

During the discussions. Ghosh indicated 
his own solution^ (which in refrained from 
indicating in his paper). On well knowp - 
and well reasoned - grounds. Ghosh favoured 
the social ownership of infrastructure and 
all key industries; the essential problem 
herein was the development of an appropri¬ 
ate institutional framework which would 
give the managements of such bodies total 
operational freedom combined with account¬ 
ability for performance, for which an elab¬ 
orate pattern of the rules of game had been 
set out by the Economic Administration 
Reforms Commission (under the late L K 
Jha) as far back as 1984. For the rest, in India 
particularly, with two-thirds of the workforce 
engaged in agriculture and allied activities, 
Ghosh recommended total decentralisation 
and devolution of authority, with the plan¬ 
ning of ‘watershed area development’ being 
the responsibility of local communities. 
Ghosh cited the example of China where, 
after 1953, the emphasis on rural develop¬ 
ment - and the total devolution of authority 
to local communities for bringing about 
such development - together with the focus 
of the central authorities on^he build-up of 
infrastructure and key industries, had 1^ to 
phenomenal (tevelopment of the Chinese 
economy, despite two cataclysmic (and 
devastating) changes by way of the Great 
Leap Forward (1958-61) and the Cultural 
Revolution 0966-76). Ghosh's focus was 


on the distii^itve roles ofeenlral and local 
araa planning; and a concern for (he 'market 
orientation* of investment could be incor¬ 
porated into the scheme of things for con¬ 
sumer products, so longasstateintervention 
for the build up of social and economic 
infrastructure and the provision of social 
security was part of the overall framework 
for investment planning. This does leave an 
enormous area of questionable compromise 

- especially in the context of the Patnaik 
thesis - but that issue never got discussed 
in the seminar. 

Limitations of Investment Planning 

Two divergent viewpoints - one margin¬ 
ally and the other, more fundamentally - 
were presented by Mihir Rakshit and Mrinal 
Datta Choudhury. Rakshit regretted that 
planning in India had focused entirely on 
investment plahning; and he demonstrated 
how that was inadequate. On the other hand, 
under the liberalised economic framework 
adopted since July 1991 (in India), the 
authorities had virtually surrendered all 
authority over both monetary and fiscal 
control. Rakshit, therefore, argued fora more 
co-ordinated and well though out system of 
planning of fiscal, monetary and (broad) 
investment planning, in lieu of the detailed 
investment planning that had characterised 
the Indian plan programme in the past. 

Mfinal Datta Choudhury put forward a 
highly logical defence of the market system 
.which provided the basis of what he de¬ 
scribed as the contestability’ of all invest¬ 
ment decisions. Planning - to the extent that 
alt planning decisions were taken by a few 
planners - lacked the element of ‘con¬ 
testability’; and It was this element of 
contestability which gave strength to the 
argument for total reliance on the market. 
Datta Choudhury obviously implied lhat 
any restraints on the market, such as may 
arise because ot the presence of oligopolies, 
should be done away with; and there were 
institutional and other mechanisms for 
giving effect to such a regime. 

Two other presentations of significance in 
the same area of discourse were made by 
A Vaidyanathan and Ramprasad Sengupta. 
Vaidyanathan concentrated his presentation 
on the limtied area of what markets cannot 
achieve. He listed herein all infrastructure 

- with a long period of gestation - the use 
of all exhaustible resources (and in India, 
he gave the example of 'oil’ and natural gas 
in this context), and the problem of protec¬ 
tion of the environment and ecology (which 
the free market system was typically likely 
to abuse). 

Ramprasad Sengputa (who had presented 
a detailed paper on the subject, unlike 
Vaidyanathan who spoke extempore) made 
much the same points in relation to the need 
for planning for infrastructure development. 
Sengupta wove his arguments around the 
development of the transport sector, which 
was characterised by lumpy, long gestation 
investments, the possibility of increasing 
returns and therefore of 'natural monopo¬ 


lies* ; am) of the institutional framework jthat 
could be cometi^lated for the management 
of such natural monopolies. He referred in 
this context to the World Bank report (1994) 
on infrastructure, and indicated the possi¬ 
bilities of the ‘unbundling’ of some of the 
infrastructure services with a view to intro¬ 
ducing competition therein (through 
privatisation). 

Other papers bearing directly on the main 
theme, were presented by Arun Majumdar. 
Subrata Chakravany, Suman Sarkar and 
Gobinda Mandal of Visva-Bhorati Univer¬ 
sity and R M Chakravarti of Burdwan 
University. Majumdar referred to the pro¬ 
clivity of developing countries to (wasteful- 
ly) expend an'Increasing part of their CDF 
on the procuiement of armaments and de¬ 
fence equipment. He also harked back to 
Simon Kuznets’ analysis of the income 
differentiation among people that arises as 
a result of economic development; and such 
income differentiation creates a division of 
the people within the developing countries 
with an elitist minority calling ail the policy 
shots. As a result, a mismatch between supply 
and demand and problems of excess capa¬ 
city commence, even as average producliv- 
ity and aggregate incomes remain low. 
Majumdar felt that it is for this reason that 
the planning of resource distribution, output 
and consumption become essential in order 
to promote a socially desirable pattern of 
prc^uction. Since the experience of the 
erstwhile socialist countries in this regard 
has not been found to he successful or viable 
in the long run, the question arises how best 
one can plan for development. Since reli¬ 
ance on the bureaucracy (in a framework of 
planning) and wholly market determined 
inve.stments (in developing societies) were 
both found to suffer from infirmities, the 
remedy appeared to lie in planning in several 
tiers; at the village and block levels, at the 
distnct and state levels and at the central 
level. 

Case of Agriculture 

The papers by Sarkar, Mondal and 
Chakravarti focused primarily on the prob¬ 
lem of agriculfure. Sarkar referred to the 
agrarian market structure in India and de¬ 
veloped Amii Bhaduri's well known expo¬ 
sition of the INdian scenario where "the 
small peasant usually sells when prices are 
low and buys when prices are high [which] 
runs quite contrary to textbook wisdom on 
price response and strongly indicates a pattern 
of involuntary involvement in the market 
under the compulsion of indebtedness 
through consumption loans". Sarkar, there¬ 
fore, emphasised the need for state interven¬ 
tion (in diverse ways), arc more particularly 
for the build up of infrastructure and the 
promoting of institutional changes (eg, 
through the build up of co-operatives). In 
brief, Sarkar referred to the innumerable 
obstacles in the way of the growth of a really 
free and fair market system in rural India, 
a situation which prevails in most other 
developing countries, which points to the 
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nieed for sweeping institutional reform and 
infrastructural build-up before exposing the 
vast numbers of rural producers to a wholly 
imperfect market system. 

Gobinda Mondal an agronomist by pro¬ 
fession (who has retired from the Kalyani 
Agricultural University) raised some basic 
issues missed out by economists. To quote 
from him: ‘TPhc role of the market is sig¬ 
nificant when production is in a position to 
generate a surplus. So long as food cove^, 
a mqjor part of the Indian agricultural sector 
and surplus or marketable food is only a 
small fraction of production... market chan¬ 
nels provide little help either to the agrarian 
economy or even to the urban economy...” 
In fact, ft is primarily this (subsistence) 
character of Indian agricultural production 
that explains the endemic poverty of the 
Indian rural population, and this, inter alia. 
negates the u.sefulness of reliance on the 
market system to bring about any meaning¬ 
ful change in the Indian economy. Mondal 
conclude that the efficiency goal of market 
economies is likely to neglect the specific 
needs and problems of firms/producers 
working at low levels of efficiency: and the 
problem of raising their productivity cannot 
be resolved by the market system at all, and 
requires conscious state intervention of 
diverse types. 

Chakravarti (of Burdwan) also reterred to 
the role of planning the hi.irkci in 

the context of Indian agriculture Hmli have 
their respective domsims, but in the agricul¬ 
ture sector in India, the market mechanism 
has a particularly limited role: and factors 
such as scientific research, creation of social 
overheads (roads, communications, irriga¬ 
tion, power supply, tloiKl control and drain¬ 
age) as well as agricultural extension and 
education required state intervention and 
planning. 

In his paper on Fiscal ^^>llcy and Plan¬ 
ning in India', Amaresh Ragchi traced the 
positive and negative aspects of fiscal policy 
since 1950-51. Fiscal policy was instrumen¬ 
tal in financing government expenditure on 
a large scale and enabling the public sector 
to expand its activities in a big way: the lax 
to GDP ratio went up from less than 7 per 
cent in 1950-51 to 17 per cent by the end 
ol the 1980s. Fiscal policy also played a 
significant role in encouraging savings in 
the economy and in directing the How of 
investment into areas which were accorded 
priority. However, fiscal policy failed dis¬ 
mally in the important task of generating 
more savings in the public .sector; and a 
serious deficiency in public finance has been 
the widening gap between revenue and 
expenditure in public budgets which had 
serious consequences, fuelling inllaiton and 
spilling over to creating an imbalance in 
external payments. Though full of interest¬ 
ing and focused data. Amaresh Bagehi's 
paper was addressed in essence to the suc¬ 
cess of the economic reform programme 
launched after July 1991; and the ambiva¬ 
lence in the conclusions is evident from the 
statement that ^absence ot a coherent growth 


strategy is evident from the indecisiveness 
regaiding the role of planning and the public 
sector in the new scenario... Can the privaig 
sector be expected to fill the gap in infra¬ 
structure if the public sector withdraws?” 
Since the seminar was not devoted to an 
examination of the success or otherwise of 
the extant liberalisation policies, hut de¬ 
signed to discuss the role of planning vis- 
a-vis the market system, this leaves the basic 
issue hanging in mid-air; and this is a little 
unfortunate because Bagehi's was the only 
written paper even remotely in favour of a 
market-oriented development programme 
(Mrinal Datta having spoken extempore). 

What, then, docs one make of the only 
(written) critique-even though a partial one 
- of the planning process prc.scnted in the 
seminar? To the extent that Bagchi does not 
even refer to the Janos Kornai thesis of the 
.soft (open-ended) budget for public enter¬ 
prises in a regime of state planning, and 
expresses doubts about the ability of the 
private sector to provide the infrastructure 
required to set off the pr(x;ess of growth, 
Bagchi may he inferred to favour the prtKcss 
of planning. (The is.sue of the .success or 
othcrwi sc of the economic rcl orm programme 
thus tar is irrelevant m this context.) 

Regrciiahly, other than Mnnal Daitu 
Chuudhury’s tervent pica in lavour ol a 
system which makes tor Ihc 'conicstabililv' 


of alt investment decisions, and Mihii 
Rakshit's plea for overall fiscal, moneiar] 
and overall investment planning - rathei 
than detailed investment planning such at 
undertaken in India-there wasnocopsisten 
or logical presentation of the superiority o 
the market system W.r-o-vf5 planning, for th< 
development of underdeveloped countries 
Nor did Rakshit explain how overall invest 
ment planning can help to develop th< 
infrastructure. Amlan Datta's exposition o 
the divergent roles of the market and ttu 
state remained the only logical defence o 
the superiority of the market to bring abou 
development; it failed to take note of hov 
the process can get started in a hack wan 
economy. 

Perhaps one should refer to one mon 
paper on a related though somewhat differ 
ent issue, by Nila Mitra and Ishiti 
Mukhopadhyay. titled "Gender Bin.s o 
Marketisation*. This study, based on hotl 
available .secondary data as well as two ca.s< 
studies, one in riot hit areas of Calcutta ii 
1992 and the other in two blocks in thi 
districts of South 24-Paraganas am 
Midnaporc, points, to certain importan 
cun.sequcnces (vf recent developments re 
lating to increasing reliance on the markc 
system. Incrca.scd marketisation has led n 
ihc cxicnsion of informal sector activities 
and for lemalcs. this has led to u pre 
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dominance of «fereo(yped female emptoy- 
nent in the infromal sector, with wages (a^ 
ncomes) signitlcantly below male wages 
and incomes). Even in the formal sector, 
he result has been increased concentration 
)f female woricers in marginal activities 
ather than in better paid, male dominated 
obs. 

Private Discussions 

A major feature of the ihrec-day fest was 
he extensive private discussions and de¬ 
bates for which enormous possibilities are 
thrown up when a large number of academ¬ 
ics are thrown togcihcr in various guest 
[lOUses; and the sylvan surroundings of 
Santiniketan added charm to the ihougtii- 
provoking discussions which look place 
Juring the pleasant evening hours. S R Sen 
provided, to a large number of listeners, two 
important thoughts to carry home. Compar¬ 
ing Sir William Stcuart (1%7) with Adam 
Smith (1776), he elaborated on the former's 
’ccommendation of vigorous .state action to 
promote dcvcopmeni - a 'visible' hand - as 
igainst the invisible hand of market dcier- 
Tiined investments and production recom¬ 
mended by Adam Smith. Sen recalled (trom 
memory) Sieuart’s recommendation that “if 
1 thousand pounds are bestowed upon 
making a firework, a number ot people arc 
[hereby employed and gain a temporary 
livelihood. If the samosum is bcsiowncd for 
making a canal tor watering the fields ol a 
province, a like number of people may reap 
ihc same benefit, and hitherto accounts stand 
L*ven, but the firework played off, what 
remains, but the smoke and slink ol powder? 
Whereas the consequence of the canal is a 
(lerpctual fertility to a formerly barren land" 
ivule, James Stenart, An inqinty into the 
Principles of Political Economy, Bern ft an 
i^ssay in the Science oj Domestic Policy m 
Free Nations, Vol I, p 519. London). Sen 
added that while the visible hand of the 
|hureaucrat is identifiable, and therefore the 
bureaucrat capable of being called to btnik 
in a democratic framework, the invisible 
hand of a monopolist in a market (domi¬ 
nated by the resource power of a few) is not 
similarly capable of being individually 
icicntifial. Yet, the ‘invisible hand* is not 
really that of an impersonal market, hut 
he invisible hand of a few manipulators. 
Fhis mu.st remain a matter for concern in 
nil debates concerning the superiority of 
he market vis-a-vis planning for dcvc¬ 
opmeni, in a society which is yet to 
achieve a reasonable level of productivity 
of labour. 

Sen also pointed to the futility of making 
Uhmerilcd comparisons between different 
puntrics and at the santc time ignoring 
irnilar intcr-temporal compari.sons in the 
•amc country, c g, in India over the two 
Tiods (1901-1940 and 1951-1990, the 
ormer under a laissez^fuire system (doubK 
less during a colonial era) and the latter 
inder a regime of planning. 

The closing session of the three-day lest 
'as a Valedictory address by Amlan Datia 


who, while reilcrating his earlier exposition 
of the respective roles of the state and of 
the markets, indicated that in modem times, 
the role of the state extends to the provi.sion 
of social security. But, in an economy with 
large unemploy mcnt/undcremployment and 
low productivity, the state docs not have the 
resources to provide social .security such as 
available in developed countrie.s. It is for 
Indian economists to think of a way out of 
this dilemma 

It is this concluding thought in the final 
se.ssion that lett the otherwise highly stim¬ 
ulating debate during the three-day .seminar 
.somewhat inconclusive, because, in a scn.se, 
this IS precisely the problem that succeeding 
generations of development economists have 
.sought to resolve over the past 50 years, 
which IS now under question by the 
neolibcrals. under pressure from interna¬ 
tional capital 

At the end of the valedictory session, at 
the request of the organisers, Alaknanda 
Patel gave a brief reminiscence of her late 
father, Amiya Dasgupia. Warm, intimate 
and full of anecdotes (all personal) of how 
he lived and worked, what he believed in. 
how simple his tastes and meticulous his 
attention to perfection - be it in gardening 
which was his hobby or in the quality of any 
work done by him or his wards - and finally, 
his opien door lor all students of economics, 
the reminiscences revealed how the late A 
K Dasgupta was not only an economist par 
excellence but essentially a very humane 
person. The prolonged applause by the entire 
audience rellctlcd the total appreciation of 
the man Da,sgupla. 

What, then, can be said to have emerged 
from the lively seminar in honour of the laic 
A K Dasgupia? As emphasised by several 
participants who had been close to the laic 
Amiya Dasgupta in the final decade of his 


life, he was getting to be HL , 
cemed about the growing foL 
sumerist' culture; and it was hnk 
had stayed physically alive - foW 
mentally as alert as ever - to cobble ww 
the elements of Gandhian thought in\ 
context of India's economic problems, aiK 
to examine how these ideas could be inier-^ 
twined with the complex web of human 
motivations, and the urge for economic 
advancement. 

Where these ideas would have led 
Da.sgupta must remain an area of specula¬ 
tion. The point of relevance in Indian society 
today is the predominant influence of spec¬ 
ulative capital, and the steadily blurred focus 
of the Indian polity on two ol the basic 
problems of Indian society: the provision of 
gainful employment at steadily increasing 
levels of productivity and incomes to all 
those who arc prepared to work; and to 
secure the willing participation of the entire 
community to securing this goal. 

But, as pointed out by Prabhat Patnaik (in 
this paper already referred to earlier), this 
requires the cobbling together of a coalition 
of a range of political forces: for the new 
(and emerging) coalition of ve,stcd intere.sts 
within the countrv with the owners (and 
supporters) of inic>national finance capital 
is u reality that can lot be dismissed oflTiand. 
What IS relevant i not what is desirable but 
what i.s achievablv And essentially, what is 
achievable would I'c determined by the form 
that the mobilisation of the bulk of ih people 
of this country i.s hkcly to take. Tlie last 
decade of the 20th cciimry may or may not 
witness an epochal change in Indian p<3lit- 
icai mobilisation: but essentially. |X)litical 
mobilisation mu.st precede any epochal 
change in s(x:ictal organisation in this coun¬ 
try. From pure economics, we mu.si go back 
to political economy. 
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cxMfMEaminr_ . ■ 

EnvfanHnnmt and New Ecmomk Pdkies 

Ashbh Kothari 

TTte current overarching injective of the government to integrate India 
into the global market has meant that Indian natural resources are 
being made available to outside markets, the vast Indian middle class 
as a market is being qpened up to foreign corporate sectors and natural 
resources, painswkingly conserved and sustainably utilised by Indian 
communities, are now iq> for grabs. 


TWO years back we gtartcd a review of (he 
impact of tbeNew Economic Policies (NEP) 
on India’s environment and on (hose 
communities which depend directly for their 
subsistence and livelihood on the natural 
environment [Kothari and Kothari 1993; 
Kothari 1994]. It was shown that each of 
the major components of these policies 
were having a severe environmental (and 
consequently social) impact: 

(i) The drive towards an export-led model 
of growth was rapidly sacrificing natural 
resources to earn foreign exchange, as was 
especially seen in the fisheries and mining 
sectors; 

(ii) The move towards liberalisation had 
resulted in an atmosphere of a free-for-all, 
with industries increasingly ignoring 
environmental standards, and state govern¬ 
ments sacrificing natural habitats, including 
their own wildlife protected amas. to make 
way for commercial enterprises; 

(iii) The directive to reduce government 
expenditure was resulting in cuts in social 
and environmental sectors. This was leading 
to a reduction in programmes for the con¬ 
servation and regeneration of natural 
resources; 

(iv) Opening up of the economy was 
bringing in companies with a notorious track 
record on environment (including pesticide 
manufacturers who had almost wound up in 
their parent countries), and wasteful 
consumer goods and toxics which were 
adding to the country’s garbage and health 
problems. 

A brief review of the events during 
1994-9S ahows that though there ha.s been 
an increase in the allotments tosocial sectors 
in response to (he widespread outcry against 
the earlier cuts, the trend of sacrificing 
natural habitats and resources for short¬ 
term gains, and of ignoring the daily 
survival needs of local rural communities, 
has continued unabated. There is in the 
new policies an over-arching objective: to 
integrate India into the global market. This 
means making available Indian natural 
resources to outside markets, and making 
available the va.st Indian middle class, as 
a maritet, to outside companies. Natural 
resources^ painstakingly conserved and 


su.stainably utilised by Indian communities, 
are now up for grabs. 

Exports: Selunci Oi»r FtTi'Ri: 

Heavy reliance h being placed on exports 
as a means to drive (he economy forward. 
Not for one moment ami against a judicious 
policy of exporting what India has an 
abundance of. But a rational export policy 
would ensure that domestic supplies of (he 
same products are not hijacked, (hat the 
exports do not cause domestic prices to 
skyrocket, that the resultant exploitation is 
ecologically sustainable, Uiat the rights of 
local communities from whom resources are 
being extracted are respected, and that (hey 
conU-ol and benefit from the exports as far 
as possible. Unfortunately, the cuircni thrust 
violates each of these principles. 

The dearest examples of this destructive 
thrust are in the case of fisheries and 
aquaculture, floriculture, cash cropping, and 
mining. 1994 was marked by a series of 
massive protests by fishcrfolk living along 
India's coasts. On February 4 and again on 
November 23. millions of fishcrfolk struck 
work, refusing (oengage in any fishing, fish 
landing, or fish selling. Their target of ire 
was the Indian government's current thrust 
towards opening out the country' s fishcrie.s 
to export-oriented, mechanised harvesting. 
Tlicy claimed thatthis thrust would devastate 
both the marine environment and small- 
scale fishcrfolk’s livelihoods. 

Marine product exports rose by well over 
30 per cent from 1992-93 to 1993-94, 
increasing their share in the overall exports 
from 3.2 to 3.6 per cent. Exports of fish and 
fish products as a whole have ri.sen from 
1 ,59,000 tonnes, valued at Rs 960 crore in 
1990-91, to 2,S8,(X)0 tonne, valued at Rs 
2,552 crore in 1993-94. !n the same period 
(1991-94), 82 companies were given 
clearance for joint (foreign and Indian) 
venture marine fisheries, using 255 deep sea 
fishing trawlers. 

Not surprisingly, joint ventures being 
allowed into India are all export-oriented. 
According to FAO and other data, fish catch 
in virtually the entire world is declititng, 
with Uie exception of the Indian ocean. It 
is obvious that the major fishing companies, 


and the rich fish-eating nations, are eytj 
our waters to satiate their large 
Unfortunately, lured by theforeignexchai 
prospects, our government has given in 
tills unjustified and unsustainable dema 
Proponents of trawling claim that th 
ventures will he allowed to fish only in ch 
waters, where traditional fisherfolk do 
go. But past experience has shown t 
trawler owners find it convenient an 
cheaper lo fish closcrloshore. Also, trawl 
are Often used in the fish-breeding seas 
during which time traditional fisherh 
asually give (he .seas a rest. The results, 
India’s murine ecosystems and traditio 
fishcrfolk, arc already proving to he di. 
astnius. Pliysical clashes between (raw! 
owners and local fisherfolk arc a comn 
cKcurrencc. It is not at all surprising ti 
mi II ions of fi.shcrfolk arc .so suidently ask 
for a change in policy. 

Fishcrfolk and farmers along the coi 
will also be seriously hit by the spate of m 
prawn and shrimp farming ventures whu 
are being cleared. Tlicre has been a rap 
expansion of such aquaculture, largt^ 
oriented lo foreign demand for sea*fooi 
Such fanning involves intensive managemc 
of coastal ecosystems, oriented to a stnj 
species; lhi.s invariably disrupts the dclia 
salinity balance of coastal areas, and reduo 
their biodiversity. In many areas of the woi 
(Thailand. Pliilippines, Taiwan. Ecuadc 
such farming has left marine deserts in 
wake. Since large-scale operations stanj 
ardised to meet stringeni export requiremt 
are affordable mainly by big compan 
benefits hardly go to small fishcrfolk. 

The government of India has big pian.’« f( 
aquaculture in the country. Tlie head of 
Aqua Foundation of India. M Sakthivcl.' 
recently quoted as projecting a jump t 
shrimp exports from 70,000 tonnes 
present to 2,00,000 tonnes by 2000 AD. 
stating that *The world is hxiking to Ir 
to meet its shrimp requirements”. A Wc 
Bank funded project alone expects 
convert vast stretches of brackish water a 
along the coast into aquacultuie farnu 
recent estimate suggests that about < 
million ha are suitable for such conversi 
Tile promise is that this will prov 
employment to several milliiHi people, ca< 
minimal environmental damage end 
displacement, and of course earn the cour 
immense foreign exchange. However, stuc 
of farms which have been set up in the 1 
few years, for instance in the Nagai Qu 
c-Milleth district of Tamil Nadu, an< 
Nellorc district of Andhra Pradesh, 
shown that serious |{[>HuUon problems 
been caused by prawn farming, and that 
unit of area, aquaculture has provided ‘ 
than half the employment that 
previously did. In addition, considi 
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plaoa, 

KAlinity of lha water and the aolk on 

J Aiirmunding the aqua-farms, has 
Increased significantly, Tlireats have been 
reported to the biodiversity and livelihood 
'lesources df ecologically sensitive areas like 
||he Pulicar Lake (straddling AP and Tamil 
Nadu), by indiscriminate expansion of 
[aquacukute. Similar experiences are being 
reported from other parts of India* s coastline 
(sec K O Kumar and S Joglekar 'Plunder 
of lire Depths*. Business India, August 15- 
2 S, 1994; Jacob DRaj and Daisy Dharmaraj 
Aquaculture. A Boon or a Bane; Andhra 
Pradesh Experience*, Prepare, Madras]. 
Othersectors slated formajorexpoit-orientcd 
production arc floriculture and agro- 
products, including processed foods. 
Between 1992-93 and 1993-94, India* s agro¬ 
exports jumped from Rs 7,430 crorc to 
Rs 10,062 core. Agriculture production 
L)riented towards the export market can be 
extremely damaging to the environment and 
to the li velihexxi security of small farmers. 
Since 1991, 41 joint ventures for export- 
oriented flower production have been 
approved; from a figure of 0.6 million US 
dollars in 19H7-88, export had already leaped 
to 4.8 million US dollars in 1992-93. 
Intensive flonculture can be ecologically 
clc.s^ctiye, given that production is highly 
depend^ton the use of fertilisers, pesticides 
and other artificial ihputs. It is also likely 
to push out the small fanner, who will not 
have the necessary resources to invest, in 
favour of the large farmer and the private 
corporation. 

Minning is another major thrust area for 
investments, especially related to exports. 
1994 saw major changes in the National 
Mining Policy and amendments in the Mines 
and Minerals Development Act, primarily 
towards easing investments by the private 
sector, including foreign concerns. Im¬ 
mediately several companies have evinced 
interest. A subsidiary of an Australian 
consortium of mining firms, the Australia 
Indian Resources, has applied for prospect¬ 
ing licences over a staggering 50,000 sq km 
in Andhra l^adesh. Karnataka, and Maha¬ 
rashtra. One of the world's largest mining 
companies, the British RTZ Corporation 
Pic, has set up a subsidiaiy in India named 
Kembla Coal and Coke, and is scouting for 
joint vetnUires for iron ore mining in Orissa. 
These are just tips of the coming iceberg. 

The concern is that in the desire to cash 
in on the country's vast mineral resources, 
neither state governments nor private 
companies are likely to bother about such 
niceties as natural resource conservation and 
local community rights. Mining, especially 
surface mining, is extremely devastating, as 
witnessed in the vast desertscapes created 
in the iron ore belts of Goa, the limestone 
belts of Rajasthan and Uttar Pradesh hills, 
the coal belts of east India, and other areas. 
As anexompleof what is to come, Orissa's 


export eainfaigs have risen Iby 36 per ceil| 
per annum over the decade, with minerals 
topping the list of items exported; what is 
ignored is that this has been at the cost of 
large-scale deforestation and dispossession 
of lands from tribal communities. Even rich 
wildlife habiuts are being sacrificed by the 
same state government which once declared 
them protected; recently the Kudremukh 
Iron Ore company was given a new lease 
to prospect for iron-ore in the middle of the 
Kudremukh National Park, one of the few 
remaining evergreen forest patches in 
Karnataka. 

Nor does the argument, that multinational 
companies are able to do mining in a safer 
and less environmentally de.structive way, 
hold much water. For instance. RTZ Cor¬ 
poration, has a global record of destruction 
and displacement which few others can 
equal; violation of indigenous people's 
terri torial rights in South America and Soth- 
East Asia, encouraging a bitterly fought 
civil war in Papua New Guinea, furthering 
white rule in Soutli Africa. A company like 
this should not be touched with a barge pole 
by the Indian government; hut then, forex 
speaks much more powerfully in its current 
mind.set then does environmental sustain¬ 
ability and human rights. 

With the acceptance of GATT by the 
Indian government, the above trends can 
only intensify. Tlie GATT secretariat projects 
that the major boost in international trade 
by this treaty will be in the sectors of textiles, 
agricullure/forcstry/fisheries, and processed 
fo(xls/bevcragcs In its official Economic 
Survey for 1994-95, the government ha.s 
gleefully reported that these arc the precise 
sectors in which "India's existing and 
potential export competitiveness lies", and 
that they could earn the country an extra 2.7 
to 7 billion US dollars per annum. The 
commercial stakes arc very high, and 
competitiveness can be greatly increased by 
ignoring the costs of cnvimnmental con¬ 
servation and social security measures 
needed to achieve sustanability in pro¬ 
duction in these sectors. 

Also pushing the unsustainable thrust 
towards export-oriented exploitation will be 
India's continuing debt-repayment burden. 
The burden is expected to be about 13billion 
US dollars in 1995-96, and the government 
has clearly stated that a healthy balance of 
payments situation can only be achieved 
with greatly increased exports. The finer 
print reads: "no matter at what cost*'. 

A Frbb-por-All 

The thrust towards exports has been 
accompanied by a corresponding relaxation 
of various contrcls which were earlier 
exercised over the industrial and commercial 
sector. Once again, no-one is arguing that 
bureaucratic controls should not be relaxed. 
However, all industrial countries of the world 
have gone through « process of tightening 


atid conttxris over 
industrial and developmeiit projects, fortfae 
simple reason tliat project auAorities and 
corporate houses on their own have not 
shown environmental and social respon¬ 
sibility. In India, there is a reverse process 
going on, that of loosening, in policy or in 
practice, the environmental safeguards so 
painstakingly built up over the 1980$. 
Bureaucratic red-taptsm was an inappro¬ 
priate bathwater for the environmental 
safeguard baby; what the new economic 
policies are doing is to throw out the baby 
with the bathwater. 

Tliere are several examples of this, apart 
from the changes in the mining policy and 
law, mentioned above. In the 1993-94 
Budget, the government announced a five- 
year tax holiday for new industries being set 
up in industrially backward areas; this has 
now been extended to all backward areas by 
the department of revenue. Since such areas 
are defined primarily from the narrow 
economic point of view, almost invariably 
they are areas where the last vestiges of 
natural habitats and traditional cultures 
remain. The government is still viewing 
relatively non-monetised, non-commercia- 
lised livelihoods (such as traditional organic 
farming, small-scale fishing, pastoralism, 
and village industries), as 'backward*, not 
realising (or not wanting to accept the fact) 
that these arc in fact the most sustainable 
ways of living on earth, and not thinking 
of ways to encourage and enhance these 
livelihoods to meet the challenges of 
modernity. And so in large pans of the 
country which have so far been free from 
the suicidal path of indsutrial development 
(Kutch, l^d^dch, Andaman and Lakshadweep 
Islands, Bastar...), industries are being given 
a red-carpet welcome by the new policies. 
With virtually no monitoring by official 
environmental agencies in these 'remote* 
areas and witli weak local NGO presence, 
thi.s process is inevitably going to lead to 
ecological devastation and social disrupt )v)n 
on a massive .scale. 

A sample of the industrial policy reforms 
which some stute.s have announced, as listed 
in the Economic Sutvey 1994-95, gives a 
taste of things to come; 

- Haryana has set up high powered 
commi ttee to take spot decisions on foreign 
investments, NRl projects, and 100 per 
cent export-oriented projects; it has also 
announced that all project wiU be cleared 
through the State Pollution Control Board 
within 15 day.s. 

- Kerala has introduced a green channel 
scheme to expedite clearances. 

- Punjab luus constituted a committee to 
provide land 'off the shelf* and is 
formulating a policy to ensure clearances 
Within 24 hours of the submission of a 
proposal. 

* Rajasthanhasexemptedl55SSlindustiies 
fk>m obtaining a No Objection Certificate 
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frcHuibp Sta(ecWit4Boitf!^^ 
thcf number of mdu^tiiefii to be inspeete J 
under the Pactoriei; Act from 15 to 3. 
In each of these cases, it is clear that the 
state governments attach no importance to 
the criiicalcnvironmental appraisal process 
which industries must go through: it is 
impossible for such an appraisal to be done 
within IS days (Haryana), much less within 
24 hours (Punjab), not to mention *on the 
spot* (Haryana)! The whittling down of the 
list of industries requiring pollution 
clearances and Factories Act inspection 
(which includes the plant’s working 
environment and state of maintenance), by 
Rajasthan, is even more chilling. 

A specific alarming example of industrial 
deregulation is the automobile industry. The 
Economic Survey 1994-95 boasts that 
**delicensing of the automobile industry has 
led to a boom in investment in automobile 
components and plans for pnxlucing new 
cars"; it notes that many of the biggest 
international names in the field are entering 
into joint ventures, including General Motors, 
Peugeot, Mercedes. Daewoo, and Rovers; it 
also records the following jumps in vehi¬ 
cular sales over the period 1993-94: 20 per 
cent for cars, 30 per cent for jeeps, 25 per 
cent for commercial vehicles, 18 per cent 
for two-wheelers, and 41 per cent for three- 
wheelers. Already Indian cities are amongst 
the most polluted in the wt»rld. with severe 
health impacts on their residents. While 
undoubtedly many of the new vehicles will 
be less polluting than tlie existing Indian 
models, the sheer jump in numbers will lead 
to an increase in aggregate pollution levels. 
This is very evident in Delhi, for instance, 
where the 1a.si few years have seen a quantum 
jump in pollution levels, caused primarily 
by the 90,000 new vehicles which get added 
to its streets every year. 

Apart fh>m the threat posed by liberalisa¬ 
tion to our air and water there is a direct 
attack on land resources also. As noted alx)ve. 
Punjab is ready to sell land ‘off the shelf. 
There is increasingly talk of relaxing the 
Land Ceiling Acts for rural and urban areas, 
to make way for the massive landliv>ldings 
which industry and commercial farming or 
floriculture will require. Not only prime 
agricultural land, but also pastures and 
wetlands, which are critical for biodiversity 
conservation and for poor local com¬ 
munities, are likely to fall victim to this 
trend. The process also flies in the face of 
the government' s oft-repcated and obvious¬ 
ly hollow claim of being concerned with 
increasing social and oconmic equity. 

One rather alarming example of this is.the 
proposal to lease forest lands to industries, 
for groi^ng raw materials. Ostensibly to 
reduce the pressure of industries on natural 
forests, this move is being severely criticised 
on a number of counts; in places, good forest 
areas may be leased out in the guise of 
degraded forest lands, and the dependence 


d^local tKM»rpeopie(^fkM^ paatf^UHt) 
oti degraded lands and gmsaliinds w^H be 
denied if these lands are Teased to indu.stry. 
Astonishingly, environmentminister Kamal 
Nath defended the move by saying that state 
governments were not fully able to protect 
forest lands, and that private companies 
may be able to do this better! Alternative 
suggestions regarding farm foresUy to meet 
industrial demands have so far been ignored 
by the ministry. It is indeed sad that the very 
ministry which should be resisting and 
moderating thcneweamomic forces is capi¬ 
tulating to unjustified industrial demands. 

Liberalisation of imports has also led to 
dangerous trends. Last year we reported llie 
enormous influx of consumer goods and the 
consequent ri.se in waste materials going 
into our water and soils. Plastics arc Just one 
example of this. Now, evidence has surfaced 
that the situation is far worse: India is 
becoming the dumping ground for a whole 
range of toxic wastes from the industrial 
countries, much as has happened to many 
other tropical countries in the past. Pepsi 
Cola Company, welcomed with folded hands 
by tlic government, isreported to be exporting 
some 45,000 tonnes of plastic waste into 
India. Greenpeace International reports that 
an Indian company, Futura Industries of 
Tamil Nadu, has imported 10,000 metric 
tonnes of plastic waste since 1992. This is 
for recycling, but Futura has admitted that 
30-40 percent of this cannot be re-used. In 
the first half of 1994. 5 million kg of metal 
wastes were imported from Asutralia: 
between 1992 and 1993, imports of lead 
acid battery wastes from the same country 


increased nearly duee-fold from I,^,00( 
ki lo 3,46,000 kg. In Ociol^ J994, « 
delegation of Aus^lisn officials was tc 
come to India to negotiate more such trade 
arrangements; fortunately,due to wideapnsac 
public protest, the tour was cancelled. Tht 
ministry of environment has nowreportedij 
taken a strong view against such imports 
but it has been sidelined by other government 
departments, including the department o] 
chemicals and petrochemicals, and b) 
.sections in industry, including the ship 
breaking and small-scale plastics industry 
All that has happened is that a committei 
has been appointed to suggest condition: 
under which the import can be allowed. 

Another indication of the eagerness of Uk 
I ndian government to please foreign investon 
and major Indian industries is the alacrit) 
with which it has proposed an intellectua 
properly rights (IPR) system for new plan 
varieties. Under GATT, India is obliged tc 
introduce a sui j^eneris IPR .system foi 
plant.s: however, it has a five-year grac< 
period in which to do so. and there is nc 
written obligation to follow any existin{ 
model of IPR legislation. However, undei 
pressure fre^m seed companies who wan 
monopolistic rights to the varieties the) 
produce, the agriculture mini.stTy has noi 
only already drafted a Plant Varieties Act 
but more or less mtxicllcd it after the 
International Convention for tlie PrQtectioi 
of New Varieties of Plants (UPOV). The 
UPOV Convention has recently beer 
amended to almost eliminate section; 
guaranteeing farmers’ and researcher.'? 
exemptions from being subject to IPf 


May Day Offer 


Dasgupta, R - Labour and Working Class in Eastern India: 
Studies in Colonial History 

Chattopadhyay, A - Bhupendranath Datta and His Study of 
Indian Society 

Baau, N - The Working Class Movement; A Study of Jute 
Mills of Bengal 1937-47 

Baau, D - The Working Class in Bengal: Formative Years 
Sweazy, PM- The Theory of Capitalist Development: 
Principles of Marxian Political Economy. 

Baran, P and Sweazy, PM- Monopoly Capital: An Essay 
on the American Economic and Social Order 
Sukomal Sen * May Day and Eight Hours Struggle in India: 
A Political History 


H. a 
P. a 


H. a 
p a 


Rs 

450.00 

155.00 

225.00 

180.00 

250.00 

125.00 

120.00 


120.00 

60.00 

90,00 

90.00 


Krishna, C S - Labour Movement in Tamilnadu 1918-33 
Banar|ea, D K (ed.) - Mane and His Legacy; A Centennial Appraisal 
Wahatar, N - Panchayati Raj and the Decentralisation of 

Development Planning in West Bengal 120.00 

Gangull, S M - M. N. Roy; An Annotated Bibliography 145.00 

Chattopadhyaya, DP- Science and Society in Ancient India 120,00 

— (ed.) - Studies in the History of Indian Philosophy. 

(In 3 Volumes) Set 500.00 

Special Offar 25% discount plus post frss in case of advance 
payment till 31st May 1995 

K P BAGCHI & COMPANY 

286, B B Qanguli Street. Calcutta 700 012 


926 


Economic and Political Weekly April 29, 199! 



flic Indiiitt dtftft ban 
iiictu^d mro^ wectiotiit on farmers* and 
leseatchers’ feared that these will 

not stay for long; it is probably a matterof 
time before the Indian government succumbs 
u> the intense pressure from the international 
seed iiidusiry, which caused the dilution of 
these aspects in the UPOV Convention. 

Once we are on Uic road to accepting 
private IPRs on life forms« there is no way 
we will be able to re.sist the global irciul to 
make such IPRs more and more mono¬ 
polistic. affecting both farmers and the crop 
genetic diversity which they have developed 
and continue to depend on. India could 
well have adapted a system of proicclion 
which gave common/public rights to plants, 
which obliged breeders to publicly share 
their inventions while assuring them 
financially adequate and socially acceptable 
returns, which emphasised diversity rather 
than uniformity in the use of crops, and 
which used public good rather than private 
profit as the major incentive for creativity 
(as has so far been done in the public sector 
seed development programme). But Cargill 
and Imperial Chemicals Industries (ICl) 
and W R Grace would not have liked that, 
so It was not to be. 

Economic Survey and Rnvironmbnt 

For the .second year now. the official 
Economic Storey of the government of 
India has included a section on environ¬ 
ment. As was the case last year, this time 
Looitis an insignificant component, totalling 
u mere tlirce out of 167 pages. Again like 
last time, it is tucked away in the chapter 
on 'Infrastructure', treated like an irritating 
aside. 

There is obviously no understanding 
among.st the country's economic planners, 
of the cross-culling significance of the 
environment. The fact that all human 
(including economic) activity is ultimately 
based on four elements - land, water, air and 
biological resources - and that tlicrcfore 
economic activity must be mindful of the 
sustainability of these elements, .seems to 
continue to elude Manmohan Singh and co. 
If the government was serious about 
sustainable developineni (as grandly 
proclaimed by Narasimha Rao at tlie Earth 
Summit in Rio in 1992). it would at the very 
least analyse the two-way relationship 
between environment and development as 
it unfolds every year, and then take corrective 
measures. 

There is no evidence of tliis in the Economic 
Survey, The section on environment gives 
a general picture of the dismal situation 
regarding forests, land and water and 
pollution, and then lists a few steps that the 
govemnlcnt is taking to tackle these. It does 
not link the year's major economic 
developments with this situation; it does not, 
for instance, analyse whether the impact of 
these developments was detrimental or 


the implications of the environmental 
situation for Aiture economic devebpmciit 
in India. 

This failure is all the more glaring because 
the facts presented in tliis brief section all 
point to the need to drastically review the 
economic policies of the country. Perhaps 
this is why no analysis is presented, for if 
done honestly, the government would have 
to admit that the environmental crisis is an 
outcome of these very policies. The Survey 
admits, for instance, that: 

~ industrialisation has put severe pressure 
on natural resources; 

- 90 per cent ot water in 241 Class II cities 
is polluted: 

- 54 per cent of tlic urban and 97 per cent 
of the rural population do not have 
sanitation facilities; 

- mangrove forests on our coasts are under 
great threatclue to oil spillages from ships 
and coastal refineries, discharge of 
industrial effluents, etc. 

Yet, it fails to state that the economic 
activities of the past year (or for that matter 
of the J99()s as a whole) have only served 
to pul further pres.surc, cause more pollution, 
destroy more mangnwes. and on the other 
hand, the drastically increased budgets that 
would be required to tackle the pollution and 
sanitation and other problems have not been 
forthcoming. It dtKs not draw the logical 
conclusion from the data presented; that 
mechanised trawling, large-scale aqua¬ 
culture, intensive cash cropping, mining, 
indiscriminate industrial growth in ecolo¬ 
gically sensitive ('backward') zones, and 
other activities which arc now being pro¬ 
moted, must be balled and alternative forms 
of economic activity sought which do not 
cause irreversible ecological damage. It 
blithely talks ot the gtwernment's strategy 
of conserving natural resources, preventing 
and controlling pollution, conducting prior 
environmental impact assessments, and 
involving people in afforestation, but docs 
not show how the past year's policies and 
programmes have actually managed to 
achieve these steps, or indeed how the next 
year's policies and programmes will do so. 

To give a specific example of the failure 
to logically diagnose its own data, the Survey 
mentions tlial stress needs to be given to 
integrated pest management (IPM), which 
emphasises a mix of pest control methods, 
minimising the use of hazardous pe.sticides; 
yet in the same breath, estimates thatpe.sticide 
u.se has increased from 68,000 tonnes in 
1992-93 to 83,000 tonnes in 1993-94. 
Though it claims that 5,000 extension 
woikers have been trained inlPM techniques 
for cotton and rice, no policy statement is 
made thatthere will be an attemptto gradually 
replace pesticide use by IPM or other safer 
methods. More generally on agriculture, the 
Survey states that there is a "'large unfinished 
agenda of agrarian reform, special support 


programmes for small farmers../*, but fails 
to analyse how the thrust towards agrot 
productexports, floriculture, and aquaculture 
is likely to affect this agenda. Nor does it 
anywhere mention the need to take the path 
towards sustainable agriculture, which would 
involve getting away from the green 
revolution model towards farming which 
uses minimal chemicals, indigenously 
produced seeds, locally harvestable water, 
and soil/moisture conservation measures. 
Integrated watershed development and 
conservation schemes are mentioned in 
passing, but the Survey does not show how, 
if at all, the policies and programmes being 
pursued actually encourage these schemes. 

The government has grandly declared, in 
its Economic Suney 1994-95, that the 
country’s basic goals arc “growth, equity, 
self-reliance, and modernisation...” and 
"sustained improvement in the living 
standard of people of India, especially the 
poor". While there is plenty of evidence that 
the goals of growth and modernistion are 
being vigorously followed, those of equity 
and self-reliance are quite obviously being 
sacrificed at the altar of short-term and 
narrow-visioned material growth, NSS 
liou.sehold consumption data suggest that in 
the first two years of reforms, the ‘upper’ 
.30 per cent of population increased their 
share of the nation' s economic pie at the cost 
of the remaining 70 per cent; this increase 
in inequality is perhaps even more 
pronounced if one takes into account the fact 
that many non-marketed goods and services 
(c g, fresh water, free bxldcr, medicinal 
plants, etc) arc increasingly being snatched 
from the p< wtocommercial isc for the benefit 
of the rich. To talk of 'sustained improve¬ 
ment’ in die lot of the country’s poor is a 
mockery, when the policies arc only serving 
to exploit the natural resources on which 
these poor are dependent, in order to enrich 
the trawler owner, the large farmer, the big 
Indian industrialist and the multinational 
company, the contractor, the mine-owner, 
and of course the politicians and bureaucrats 
who get their share of the economic pic. The 
pcKir will undoubtedly get some crumbs 
falling their way, but that would be a pathetic 
form of equity, sustainability, and self- 
reliance indeed. 

Pnopi.E'vS Resistance Increases 

It is not my case that all investments being 
made as a result of the new economic 
policies, by foreign or Indian companies, 
are environmentally destructive. Several 
investments in pollution control techno¬ 
logies, non-conventional and renewable 
energy sources, recycling, and so on, are 
likely to be made. For instance, proposals 
for the generation of450MW by wind farms 
and solar plants are presently under con¬ 
sideration. But even a cursory glance at 
industrial trends clearly shows that invest¬ 
ments on sustainable and conservotion- 
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from t])e State Qmtrot Boii4««iiidie 
the number of industries to be inspected 
under the Factories Act ik>m 15 to 3. 
In each of these cases, it is clear that the 
state governments attach no importance to 
the critical environmental appraisal process 
which industries must go through: it is 
impossible for such an appraisal to be done 
within IS days (Haryana), much less within 
24 hours (Punjab), not to mention *on the 
spot* (Haryana)! The whittling down of the 
list of industries requiring pollution 
clearances and Factories Act inspection 
(which includes the plant's working 
environment and state of maintenance), by 
Rajasthan, is even more chilling, 

A specific alarming example of industrial 
deregulation is the automobile industiy. Tlie 
Economic Survey 1994-95 boasts that 
^'delicensingof the automobile industry has 
led to a boom in investment in automobile 
components and plans for prcxlucing new 
cars"; it notes that many of the biggest 
international names in the field are entering 
into joint ventures, including General Motors, 
Peugeot, Mercedes, Daewoo, and Rovers; it 
also records the following jumps in vehi¬ 
cular sales over the period 1993-94: 20 per 
cent for cars, 30 per cent for jeeps, 25 per 
cent for commercial vehicles, 18 per cent 
for two-wheelers, and 41 per cent for three- 
wheelers. Already Indian cities are amongst 
the most polluted in the world, with severe 
health impacts on their residents. While 
undoubtedly many of the new vehicles will 
t>e less polluting than the existing Indian 
models, the sheer jump in numbers will lead 
to an increa.se in aggregate pollution levels. 
This is very evident in Delhi, for instance, 
where the laslfewyears have seen a quantum 
jump in pollution levels, caused primarily 
by the 90,000 new vehicles which get added 
to its streets every year. 

Apart from the threat posed by iil)cralisa- 
tion to our air and water there is a direct 
attackon land re.sourcc.s also. As noted above. 
Punjab is ready to sell land 'off the shelf. 
There is increasingly talk of relaxing the 
Land Ceiling Acts for rural and urban areas, 
to make way for the massive landlii>ldings 
which indu.stry and commercial farming or 
floriculture will require. Not only prime 
agricultural land, but also pastures and 
wetlands, which arc critical for biodiversity 
conservation and for poor local com¬ 
munities, arc likely to fall victim to tliis 
trend. The process also flics in the face of 
the government’s oft-repeated and obvious¬ 
ly hollow claim of being concerned with 
increasing social and econmic equity. 

One rather alarming example of this i.s Uie 
proposal to lease forest lands to industries, 
for grw^ng raw materials. Ostensibly to 
reduce the pressure of industries on natural 
forests, this move is being severely criticised 
on a number of counts: in places, good forest 
areas may be leased out in the guise of 
degraded forest lands, and the dependence 


of local pcKirpeopte (especially pattoridistta) 
on degraied lands and grasslands will he 
dented if these lands are leased to industry. 
Astonishingly, cnvironmcntministcrKamul 
Nath defended the move by saying that state 
governments were not fully able to protect 
forest lands, and that private companies 
may be able to do this better! Alternative 
suggestions regarding farm forestry to meet 
industrial demands have .so far been ignored 
by the ministry. It i.s indeed sad that the veiy 
ministry which should be resisting and 
moderating the new economic forces is capi¬ 
tulating to unjustified industrial demands. 

Liberalisation of imports ha.s also led to 
dangerous trends. Last year we reported llie 
enormous influx of consumer goods and the 
consequent rise in waste materials going 
into our water and .soils Pla.stics arc just one 
example of this. Now, evidence has surfaced 
that the situation is far worse: India is 
becoming the dumping ground ftiir a whole 
range of toxic wastes from the industrial 
countries, much as has happened to many 
other tropical countries in the past. Pepsi 
Cola Company, welcomed with hdded hands 
by tliegovemmcnl is reported to be exporting 
.some 45,(K)0 tonnes of plastic wa.slc into 
India. Greenpeace International reports that 
an Indian company, Futura Industries of 
Tamil Nadu, has imported 10,000 metric 
tonnes of p]a.stic waste since 1992. This is 
for recycling, but Futura has admitted that 
30-40 per cent of this cannot be re used. In 
the first half of 1994, 5 million kg of metal 
wastes were imported from Asutralia; 
between 1992 and 1993, imports of lead 
acid battery wastes from the same country 


injoreaaed nearly thuue^fold from 
kg 10 3,46,000 kg. In October iM i 
delegation of Auauralian ofikirir war u 
come to India to negotiate more such trad^ 
arrangements; fortunately, due to 
public protest, the lour was cancelled. Th< 
m inis try of cn vironment has now reported!] 
taken a stn^ng view against such imports 
but it has been sidelined by other govenunen 
departments, including the department o 
chemicals and petrochemicals, and h] 
sections in industry, including the ship 
breaking and small-scale plastics industry 
All that has happened is that a commitie 
has been appointed to .suggest condition 
under which the import can be allowed. 

Another indication of the eagerness of Ui< 
Indian government to please foreign investor 
and major Indian industries is the olacrit; 
with which it has propo.sed an intellectua 
properly rights (IPR) system for new plan 
varieties. Under GATT, India is obliged l< 
introduce a sui generis IPR system fu 
plants: however, it lias a five-year grac 
period in which to do so. and there is n< 
writicn obligation to follow any existin 
model of IPR legislation. However, unde 
pressure from seed companies who wan 
monopolistic rights to the varieties the; 
produce, the agriculture mini.stry has 
only already drafted a Plant Varieties Aci 
but more or less modelled it after th 
Internatiiinal Convention for the Prolcctio 
of New Varieties of Plants (UR)V). Th 
UPOV Convention has recently bee 
amended to almo.st eliminate section 
guaranteeing fanners’ and researchers 
exemptions from being subject to IP 
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monopbto^ Iiiuk 

inclndM Mxmg iicctions cm famMrii* and 
researcheiK' tigbujt ia feared that these will 
not stay for long; it is probably a matter of 
timebefore the Indian govemmentsuccumbs 
to the intcfiKc pressure from the international 
seed industry, which caused the dilution of 
these aspects in the UPOV Convention. 

Once we are on tlie roud to accepting 
private IPRs on life forms, there is no way 
we will be able to resist the global trend to 
make such IPRs more and more mono¬ 
polistic. affecting both farmers and the crop 
genetic diversity which they have developed 
and continue to depend on. India could 
well have adapted a system of protection 
which gavccommon/puhlic rights to plants, 
which obliged breeders to publicly share 
their inventions while assuring them 
financially adequate and socially acceptable 
returns, which emphasised diversity rather 
than uniformity in the use of crops, and 
which used public good rather than private 
profit as the major incentive for creativity 
(as has so far been done in the public sector 
seed development programme). But Cargill 
and Imperial Cht'inicals Industries (ICl) 
and W R Grace would not have liked (hat. 
NO It was not to be. 

Economic Sorvi*v and Rnvironmfnt 

For the second year now. the official 
Economic Surrey of the government of 
India has included a section on environ¬ 
ment. As was the case last year, this time 
tooitisan insignificant compiMieiii. totalling 
a mere three out of 167 pages. Again like 
last time, it is tucked away in the chapter 
on Infrastructure', treated like an irritating 
aside. 

There is obviously no understanding 
amongst the country’s economic planners, 
of the cross-cutting significance of the 
environment. The fact that all human 
(including economic) activity is ultimately 
based on four elements - land, water, air and 
biological resources - and that therefore 
economic activity must be mindful of the 
sustainability of these elements, seems to 
continue to elude Manmohan Singh and co. 
If the government was serious about 
sustainable development (as grandly 
proclaimed by Narasimha Rao at the Earth 
Summit in Rio in 1992). it would at the very 
least analyse the two-way relationship 
between environment and development as 
it unfolds every year, and then take corrective 
measures. 

Thereis noevidenceof this inibcEconomic 
Survey. The section on environment gives 
a general picture of the dismal situation 
regarding forests, land and water and 
pollution, and then lists a few steps that the 
govemnlent is taking to tackle these. It does 
not link the year’s major economic 
developments with this situation; it does not, 
for instance, analyse whether the impact of 
these developments was detrimental or 


oonective.Kdrdm hdo themi^: apaiyse 
the impUcaCions of the environmbntal 
situation for feiture economic development 
in India. 

This failure is all the more glaring because 
the facts presented in tliis brief section all 
point to the need to drastically review the 
economic policies of the country. Perhaps 
this IS why no analysis is presented, for if 
done honestly, the government would have 
to admit that the environmental crisis is an 
outcome of these very policic.s. The Surx ey 
admits, for instance, that: 

- industrialisation has put severe pressure 
on natural resources; 

- 90 per cent ot water in 241 Class II cities 
is polluted; 

- 54 per cent of the urban and 97 per cent 
of the rural population do not have 
sanitation facilities; 

- mangrove forests on our coasts are under 
great tlircatdue to oil spillages from ships 
and coastal refineries, discharge of 
industrial effluents, etc. 

Yet, it fails to state that the economic 
activities of die past year (or for that matter 
of the 199()s as a whole) have only served 
to put further pressure, cause more pollution, 
destroy more mangroves, and on the other 
hand, the drastically increased budgets that 
would be requ ired U) tackle the pollution and 
sanitation and other problems have not been 
forthcoming. It does not draw the logical 
conclusion from the data presented; that 
mechanised trawling, large-scale aqua¬ 
culture, inten.sivc cash cropping, mining, 
iiuli.scnminatc industrial gn^wth in ecolo¬ 
gically sensitive (‘backward’) zones, and 
other activities which arc now being pro¬ 
moted, must be balled and alternative forms 
of economic activity sought which do not 
cau.se irreversible ecological damage. It 
blithely talks of the government’s strategy 
of conserving natural resources, preventing 
and controlling pollution, conducting prior 
environmental impact assessments, and 
involving people in afforestation, but does 
not .show how the past year’s policies and 
programmes have actually managed to 
achieve these steps, or indeed how the next 
year's policies and pmgrammes will do so. 

To give a specific example of the failure 
to logically diagnose its own data, the Survey 
mentions that stress needs to be given to 
integrated pest management (IPM), which 
emphasises a mix of pest control methods, 
minimising the u.sc ofhazardous pesticides; 
yet in the same breath, estimates thatpe.sticide 
use has increa.sed from 68,000 tonnes in 
1992-93 to 83,000 tonnes in 1993-94. 
Though it claims that 5,000 extension 
workers have been trained in IPM techniques 
for cotton and rice, no policy statement is 
made that there will be an attempt to gradually 
replace pesticide use by IPM or other safer 
methods. More generally on agriculture, the 
Survey states that there is a '’large unfinished 
agenda of agrarian reform, special support 


pmgtainmcs for smaU fanaiers.,.’\ butfeik 
to analyse how the thrust towards agro- 
productexports, floriculture, and aquacultum 
is l^ely to affect this agenda. Nor does it 
anywhere mention the need to lake the path 
towards sustainable agriculture, which would 
involve getting away from the green 
revolution model towards farming which 
uses minimal chemicals, indigenously 
produced seeds, locally harvesta^c water, 
and soil/moisturc conservation measures 
Integrated watershed development and 
conservation schemes are mentioned in 
passing, but the Survey does not show how, 
if at all. the policie.s and programmes being 
pursued actually encourage these schemes. 

The government ha.s grandly declared, in 
its Economic Survev 1994-95, that the 
country’s ha.sic goals arc “growth, equity, 
self-reliance, and modernisation...’’ and 
“sustained improvement in the living 
standard of people of India, especially the 
p(X)r’’. While there is plenty of evidence that 
the goafs of growth and modemistion arc 
being vigorously followed, those of equity 
and self-reliance arc quite obviously being 
sacrificed at the altar of short-tenn and 
narrow-visioned material growth. NSS 
household consumption data .suggest that in 
the first two years of reforms, the ‘upper’ 
30 per cent of population increased their 
.share of the nation ’ s economic pie at the cost 
of the remaining 70 per cent; liiis increase 
in inequality is perhaps even more 
pronounced if one takes into account the fact 
that many non-marketed goods and .services 
(e g, fresh water, free hxlder, medicinal 
plants, etc) are increasingly t'tcing snatched 
from the pexx I o comm ere i al isc for the benefit 
of the rich. To talk of ‘susiained improve¬ 
ment’ in (he lot of the country’s poor is a 
mockery, when the policies arc only serving 
to exploit the natural resources on which 
these poor are dependent, in order to enrich 
the trawler owner, the large farmer, the big 
Indian industrialist and the multinational 
company, the ct)ntractor, the mine-owner, 
and of course the politicians and bureaucrats 
who get their share of the econc 'mic pie. The 
poor will undoubtedly gel some crumbs 
falling their way, but that would be apathetic 
form of equity, sustainability, and self- 
reliance indeed. 

Fboplf’s Rksistancs Increasbs 

It is not my case that a 11 investments being 
made as a result of the new economic 
policies, by foreign or Indian companie.s, 
arc environmentally destructive. Several 
investments in pollution control techno¬ 
logies, non-conventional and renewable 
energy sources, recycling, and .so on, are 
likely to be made. For instance, proposals 
for the generation of450MW by wind farms 
and solar plants are presently under con¬ 
sideration. But even a cursory glance at 
industrial trends clearly shows that invest¬ 
ments on su.stainable and conservation- 
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oriented pmjectsiureiftsigiiificantcofnpered 
to whet going into rettource-exploitative, 
polluting. iand*gnibbing. mcquitousproject^. 
This h not surprising, given that quick 
money is easier tom^ke from the latter than 
from the former and that those who stand 
to gain from short«term exploitation of 
natural resources are the ones who are 
dictating the decisions on economic policies 
and programmes. If forest-dwellers, village 
women, marginalfarmers.trihals and mxnads, 
small-scale fisherfolk* and other such 
ccosygtem-dependentpeoplc were taking the 
decisions, we would have a very different 
structural adjustment process taUng place. 

There are. indeed, signs that this may not 
be a dream. People's mass resistance to the 
new policies and programmes has signi¬ 
ficantly increased, and is having some effect 
not only on individual projects but on the 
policies themselves. Most widespread was 
the agitation of traditional fisheifolk. with 
two nationwide strikes against the deep-sea 
fishing policy. Apart from gaining an 
impressive following amongst fishing 
communities, the agitation, and some hard 
questioning from members of parliament 
during a heated debate on the subject, led 
the government of India announcing a 
review of this policy. 

Sporadic successes elsewhere also 
signalled hope. Sustained opposition by 
villagers and activists continued to stall 
work on Uie Du Pont-Thapar Nylon plant in 
Ooa; the agitation reached a head in early 
199S when a young boy wa.s killed in police 
firing during a demonstration against the 
plant, and villagers in retaliation burnt 
structures on the plant premises. Du Pont 
announced that it may consider an alternative 
siteinindia. InOujarat. thehigh courtordered 
a stay on the denotification of Uie Narayan 
Sarovar Sanctuary, which had been illegally 
done by the state government in 1993 to 
make a way for a cement factory. It is not 
clear how long this order will remain in place 
given the intense pressure of the industrial 
lobby to clear the project, but at least en¬ 
vironmentalists have won some time to gather 
force. In Orissa, amix of environmental and 
political opposition has continued (o stall 
the denotification of Balukhand Sanctuary 
(proposed by the Biju Patnuik government 
to make way for a hotel complex), as also 
of the Bhittarkanika Sanctuary (home to the 
world s largest congregation of the en¬ 
dangered Olive ridley sea turtle, and 
threatened by trawling, fishing jetties, and 
roads). International groups like the Man-, 
grove Action Project joined in the protest 
and announced that they would press for a 
boycott of shrimp and prawns produced in 
such destructive manner. Greenpeace Inter¬ 
national has joined Indian groups in 
demandiUj^ ahalt to toxic waste exports from 
industrii) countries to India. Innovative 
protests against the ridiculous proposal to 
import 7-10 million tonnes of cattle dung 


from Holland (imt»«gnated with chemical 
feedstock), including the dumping of 50 
tonnes of 'swadeshi' dung by fartUeix out¬ 
side the Lok Sabha. led to the proposal being 
rejected. And (hough the widespread 
opposition to GATT did not stop the Indian 
government from entering into the treaty, 
considerable groundwork to subvert its 
implementation appears to have been done 
\ToxicWMeTrade:APrbner, I\iblic Interest 
Research Group, 19941. 

These successes are at best temporary, 
helping to buy time. The most pressing 
need is for environmentalists, social acti¬ 
vists, and sensitive academics to work out 
an alternative strategy for the economic 
renewal of the country, a strategy which is 
socially and environmentally sensitive and 
sustainable. Elements of such a strategy are 
present in the widespread mas.s movements 
built around natural resource conflicts, and 
in the various alternative energy, agricultural 
and indu.strial projects which are success¬ 


fully Ming run by g 

handful of govemmCM offictals across die 
country. But unless these elethents can be 
bound together into a comprehensive 
conceptual and practical alternative, the 
powerful forces unleashed by Manmohan 
Singh and the IMP will continue to lead the 
country over the brink of survival. 

(This article is dedicated to Nilesh Naik, age 2.^, 
killed in police firing in January 1995. during an 
agitation against the Thapur-Du Pont Nylon 
factory proposed to be set up in Goa. The factory 
remains stalled due to popular local resistance.] 
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NEWDBLHI 

Cost of Foreign Caintal 

BM 

The economic and social costs of reliance on multinational corporations 
for investment and growth are too high and are the cause of the 
growing popular unrest, social tensions and political instability. This 
underscores the shortsightedness of the opposition parties in not taking 
a forthright stand on the issue and in fact adopting policies and 
postures in the states where they are in power which smack of 
competing to attract foreign capital. 


THE role of multinational corporations and 
the open door policy towards them adopted 
by the government as an essential ingredient 
of the new economic policy have lately 
become subjects of intense debate in the 
opposition parties, including CPI(M) and 
BJP. The issue figured prominently in the 
recently held congress of the CPUM) and 
the meeting of the national policy-making 
body of BJP. In the midst of the debacles 
suffered by the ruling party in the assembly 
elections, the government has found solace 
in the claim of a ^national consensus’ in 
favour of its economic policies because 
some state governments too have joined the 
chorus for foreig!h investment and have 
entered into competition for attracting foreign 
capital. 

The dubious merits of the government’s 
claim notwithstanding, it is a fact that the 
opposition parties are not taking a clear 
stand in respect of foreign investment and 
the role of multinational corporations. In the 
process they are laying themselves open to 
jibes, in particular by the finance minister. 
Whether or not this will help the Congress 
to retrieve its political-electoral position 
will be seen in due course. But questions 
are bound to be raised increasingly sharply 
in the comjng days and months in all the 
parties and among their cadres. The 
opposition parties will find themselves on 
a weak wicket if they do not take a forthright 
stand. 

The opposition parties, especially their 
leaders running state governments, and the 
opposition fronts which are in the process 
of being set up for the Lok Sabha elections 
appear to find it convenient to take 
'pragmatic* positions on the role of foreign 
capital, just as the Congress Party has found 
it necessary to 'repackage* its 'reform* 
programme with populist wrappings.^What 
is disconcerting, however, is that the 
opposition parties are revealing a lack of 
confidence in the electorate which has so 
impressively rejected the Rao government’s 
pro-rich policies, incldding policies in 
favour of foreign capital and multinational 
corporations. The perception and verdict of 
the electorate have been clear on the score 


and the opposition parties and their leaders 
must, for their own sake, appreciate the 
sentiments of the popular masses. It will not 
really do them any good if they equivocate 
on the fundamental issues involved in the 
effort for self-reliant socio-economic 
development against dependence on foreign 
crutches. Objecting to multinational cor¬ 
porations only in the consumer goods sector 
for the protection of Indian industry from 
unequal competition is to obfuscate the real' 
issue. The talk of multinational corporations 
bringing in technology for development 
and modernisation of the economy is mis¬ 
leading.^ Such talk reflects a search for non¬ 
existent soft options for socio-economic 
development of countries such as India 
which have been the victims of colonial and 
neo-colonial exploitation of their people and 
resources. 

The so-called economic reform programme 
for the Indian economy was, after all, 
launched as part of the globalisation process 
to ensure free entry of multinational 
corporations into the economies of the third 
world. This is crucial to ensure the hegemony 
of the developed countnes led by the US in 
the world order in economic as well as 
social, cultural and political spheres. The 
rules for global business have b^n so tuned 
as to undermine the sovereign rights of nation 
states and autonomous development of the 
national economies of the developing coun¬ 
tries. The national laws of these countries 
concerning busine.ss activity, labour and 
consumers are required to be adjusted to 
subserve the interests of the multinational 
corporations. The bargaining power of these 
corporations is being systematically enhan¬ 
ced at the cost of trade unions and consumer 
organisations. Even as there is fierce com^ 
petition among the MNCs and trade wars 
among the developed countries, the gainful 
opportunities in world trade for developing 
countries are being circumscribed. 

The flow of foreign capital to India is 
clearly managed by transnational cor¬ 
porations for their own ends. There has been 
much talk of bilKons of dollars of such 
capital approved by the government for 
investment in a wide variety of projects. But 


actual foreign investment so far has bean 
small and what has been done cm the ground 
by MNCs for implementation of projects, 
except some short-gestation, high-profit 
ventures, has been minimal. The en^ of 
foreign capital has come in ways and forms 
calculated to enlarge and strengthen the 
control of MNCs on existing productive 
capacities by increasing foreign equity in 
companies dready operated by them or 1^ 
take-overs and mergers of Indian companies. 

The move reportedly initiated by the prime 
minister*s office (PMO) to allow payment 
of royalty on supply of technology by 
foreign companies to their own subsidiaries 
in India is a noteworthy development in the 
context of the propaganda, which seems to 
have impressed even some left politicians, 
about multinational corporations bringing 
in sophisticated technology for the moderni¬ 
sation of the Indian economy. The transfer 
of technology will be entirely an internal 
affair of the MNCs and their Indian 
subsidiaries and transfer of technology to 
Indian interests, both in the public and private 
sectors, will be ruled out. Transfer of 
technology to the developing countries and 
its honzontal spread in the economies, of 
these countries do not form part of globa¬ 
lisation. The much talked-about attraction 
of the large Indian market for long-term 
investment of foreign capital does not also 
impress the MNCs. Foreign investors can in 
fact often be seen to be more sensitive than 
our own' cynical and corrupt politicians, 
administrators and comprador businessmen 
to the mass poverty and the concomitant 
social tensions and political uncertainties 
forming formidable barriers to profit¬ 
making opportunities in India on a long¬ 
term basis. They lend, therefore, to be very 
selective in their investment decisions which 
are influenced by priorities not only different 
from but in conflict with India’s national 
needs and. development objectives. 

The disconcerting feature of official policy 
on foreign investment is that it has seen 
such investment not as complementary and 
additive to but as a substitute for the mobi¬ 
lisation and optimal utilisation of domestic 
resources. For instance, the government has 
refused to pay heed to the specific offers 
of power-equipment manufacturers in the 
country to set up power-generation plants 
at costs much lower than what the foreign 
investors have been willing to offer. Instead 
total reliance has been placed on foreign 
investors and high rates of return guaranteed 
to them even when they insist on the import 
of more costly equipment from their own 
sources abroad. In the critical hydrocarbon 
sector, the impressive gains of public 
investment in the complex and costly business 
of oil exploration have been passed on to 
foreign interests almost gratis. Direct foreign 
investment in the first four years of the 
strenuous campaign to attract it into long- 
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gestation infrastnictuiral projects has been 
no more than $ 600 million* much of it in 
quick proflt areas. The inflow of hot money 
for speculative gains from trading on the 
stock markets appeared to be impressive to 
begin with, but already its outflow has 
assumed disturbing dimensions so that the 
net inflow of even portfolio investment is 
estimated to have b^n only about a billion 
dollars so far. 

Totally facile, indeed deceptive, has turned 
out to be the claim that once responsibility 
for the development of industry and the 
material infrastructure is passed from the 
Inefficient’ public sector to the ‘efficient’ 
private enterprise, Indian and foreign, 
economic growth will pick up even as the 
government’s financial resources are re¬ 
leased for investment in education, health 
and other social sectors as well as in anti- 
poverty programmes. It is no longer pos¬ 
sible to hide the fact that while public 
investment has been drastically cut after the 
launching of the structural adjustment 
programme, overall investment in the 
economy has remained subdued. Foreign 
investment has gone into selected areas 
where large investments are not needed and 
the returns are large and quick. Investment 
in long gestation infrastructure projects has 
lagged behind even as multinatioriWi 
corporations have bargained for specialty 
risk-free and lucrative terms. 

The government has given special 
concessions, incentives and guarantees to 
multinational corporations which by their 
nature are ‘perverse incentives’, as even the 
World Development Report of the World 
Bank admits, for inefficiencies in investment 
decisions and priorities. The multinational 
corporations have managed to secure extra¬ 
ordinary immunity from commercial risks. 
This is what the GATT *reafy and the Multi¬ 
national Investment G.>.«rantee arrangements 
sponsored by the World Bank and a host of 
bilateral treaties arc all about. Multinational 
corporations have been assured, by and large, 
up to 100 per cent equity ownership of their 
projects in India. They may, if they find it 
convenient and advantageous, offer a part 
of the equity to the ‘general public* in India 
to cover their local currency costs. They will 
bring technologies to extract high profits 
from the exploitation of India’s natural 
resources, labour and consumers and wilt 
not be required to transfer their technologies 
to Indian hands to be adapted and further 
developed. The initiative on product mix, 
technology use and marketing will rest 
entirely with the foreign investor. Except for 
a handful of highly skilled professionals and 
a small segment of what may be called the 
labour aristocracy in the direct employment 
of multinational corporations, the mass of 
the working people are bound to face 
shrinkmjg job opportunities. Except for a 
thin crust of the affluent at the top of thb 
society who may partake of the joys of 


commineriam with tnenmes to command 
access to high priced goods and services, 
either imported or ptxKiuced in India by 
multinational coiporations, the mass of the 
Indian people, including even the lower 
middle classes, are bound to be priced out 
of the market. Since gainful employment 
^portunittes will be limited by foreign 
investment linked to capital-intensive, 
labour-displacing technologies, a large 
number of workers in the large-scale 
organised sectorsof the economy are already 


faetnf retrendied, This Is what the so^tted 
‘exit policy' for labour which the trans¬ 
national corporations are insisting on is all 
about. The woilters pushed out of organised 
industry are bound to swell the ranl» of the 
unemployed or be pushed into low-income 
partial employment. The economicand social 
costs of reliance on multinational corpora¬ 
tions for investment and growth are too high 
and are the cause of the growing popular 
unrest, social tensions and political 
instability. 
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'fiilffiovers by E^iq^yees 
A Response to Privatisation in Pakistan 

Siuuii K Bhowmilc 

Successful initiatives of warkers' takeovers in Pakistan indicate a way 
of maintaining employment as well as productivity in the face of 
growing threat of privatisation. 


PAKISTAN embarked on an aggressive 
programme of nationalisation in the early 
1970s. During this period, industries in the 
core sector, commercial banks, insurance 
companies and financial institutions were 
brought under state control. Alongside, the 
government set up new industries in the 
backward areas where private capital had 
been reluctant to enter. The objective of this 
programme was todecrease the concentration 
of wealth in the hands of a few which the 
earlier policy of free enterprise had 
encouraged, and thereby decrease social and 
economic inequalities. It was understood 
that the growth of the state sector would 
encourage an even spread of industries in 
different pans of the country, especially in 
the industrially backward areas where the 
private sector was unwilling to enter. This 
approach was similar to the one aniculated 
in India's Second Five-Year Plan. 

Regrettably, the public sector in Pakistan 
was not able to live up to its expectations 
and, as in India, .suffered heavy losses. Out 
of the 115 public sector units in 1990, 82 
suffered heavy losses while 33 of them made 
fair or marginal profits. The accumulated 
losses of the public sector till 1989-90total led 
Rs 2.19 billion by Pakistani currency 
standards. In the same year Pakistan People* s 
Party (PPP) led by Benazir Bhutto wasclected 
to power and launched privatising of the 
public sector immediately. Initially. 14 units 
were identified for privatisation. The 
government however could not carry out its 
plans since it collapsed before any concrete 
steps could be taken. 

In 1990 a new government was formed 
by the Islami Jamhoon Ittchad (IJI) with 
Nawaz Sharif as prime minister. His 
government adopted a more aggressive policy 
of privatisation. It set up the Privatisation 
Commission in January 1991 with a federal 
minister as its chairperson. The prime 
minister took personal interest in ensuring 
that the process was hastened. Sixty-nine 
state-owned industrial and commercial units 
were sold to the private sector. It is estimated 
that around 60,000 permanent workers lost 
their jobs, the present govemmem of PPP 
has intensified the privatisation process even 
further. Besides affecting al t the state-owned 
industrial and commercial units, the private 
sector will now enter railways, power, 
telecommunications, energy and transport 
sectors. The Pakistani trade-unions estimate 


that another 2,40,000 workers will lose their 
jobs as a result of the government's policies. 

Trade-Unions' Response 

Though govemmcnt.s in Pakistan have 
changed thrice since 1969, the policy on 
privatisation has been unaffected by these 
changes. This indicates that there is no basic 
difference in the approaches of the two major 
political forces in the country. Hence, there 
IS no concerted opposition to the prgsent 
government's anti-public sector approach 
from political parties in the country. 
Therefore, it is left to the trade-unions to 
organise this opposition. Major Pakistani 
trade-unions have come together on a common 
platform known as Joint Labour Front (JLF) 
to oppose the government's policies and 
safeguard the interests of workers. This move 
is significant because, even (hough the 
union.s’ opposition has not slowed down the 
privatisation process, they have managed to 
prevent the government from changing the 
existing labour laws. The managemenis of 
privatised indusirie.s have been brazenly 
violating labour laws and pressing the 
government to make the existing laws more 
liberal in areas relating to security of employ¬ 
ment, lay-offs, compensation to workers, 
etc. The JLF has managed to stall the.se moves. 

The JLF has taken a major step of 
promoting workers buy-outs of the public 
sector industries. A few industries have been 
taken over by (he workers. It has been possible 
because of the JLF's pressure to change 
federal laws regarding provident fund and 
gratuity fund of the workers. Under the 
privatisation .scheme the Privatisation 
Commission invites scaled bids for purchase 
of govemmem-held shares in the companies 
to be privati.sed. Employees of the company 
can also bid for the shares under the 
Employees’ Share Option Plan (ESOP), 
provid^ they act not as individuals but a 
group. The employees are not given any 
special facilities or loans for this purpose but 
they can use their provident and gratuity 
funds as guaranlees for raising loans from 
banks. They have lo compete with other groups 
of private entrepreneurs for buying shares 
and have to ensure that their bid is the highest. 

The problems of workers buy-outs in 
Pakistan were discussed in a workshop held 
in Kathmandu on April 4-5.1995 which was 
attended by trade-unionists and researchers 
from Pakistan. India and Nepal. The work¬ 


shop was organised by the Pakistan Instloite 
for Labour Education and Research (PILERj 
which works in close collaboration with trade- 
unions in Pakistan. The institute has played 
a significant role in promoting and later co¬ 
ordinating workers buy-outs. The Institute 
of Social Studies, The Hague, collaborated 
in organising the workshop. The cases dis¬ 
cussed provide interesting insights for other 
countries in the region, especially India whene 
such ventures are in existence. Two such 
cases are discussed below. 

Millat Tractors 

Millat Tractors Limited (MTL) is the 
largest tractor manufacturing company in 
Pakistan. The management of the company 
was transferred to its employees on January 
30, 1992 after they bought 51 per cent of 
the company's shares. The company has 
been manufacturing tractors and other 
equipment for its principals in UK, China, 
Italy and France using around 85 per cent 
indigenous components. One of its larger 
selling brand is Massey Ferguson whose 
market share is around 60 per cent. 

MTL was known as Rana Tractors and 
Equipment Limited when it was founded in 
1964. The company was nationalised in) 972 
and renamed as MTL. At that time the 
company was mainly assembling tractors 
from imported kits. After 1982 the company 
started to progressively incorporate 
indigenous parts and at present less than 15 
per cent of the pans used are imported, 
though the quality of its producLs has 
remained unchang^. This is borne by the 
fact that MTL has held its fon despite 
competition from imported tractors. Since 
1992, after ihe takeover, the company has 
diversified its products. Apart from its range 
ofiractors, it is now manufacturing generator 
sets, fork-lift trucks and prime movers. It has 
developed a combined harvester which will 
be in the market soon. The profitability of 
the company has improved considerably and 
in 1994 it earned its highest pre-tax profits. 

pROCKSS OK TAKhOVKR 

When the government decided to pn valise 
MTL a .section of its employees under the 
leadership of the company's managing 
director decided to explore the pos.sihllities 
of a buy-out under ESOP. The main features 
of the scheme, including raising of funds, 
was circulated to all employees through a 
letter. Most of the employees agreed to 
support the scheme and decided that funds 
for purchasing the shares could be raised 
through bank loans by pledging their 
provident and gratuity funds. The remaining 
amount could be covered from the cash 
contributions of the employees. The 
employees formed u group called MTL 
Employees Group. Prior to making the bid, 
the group formed a committee with the 
managing director as the co-ordinator to 
examine the financial, legal and taxation 
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aspects of the ocmofifttiy imd 
the future. The committee was also able to 
convince the company’s foreign principals 
and the banks of the feasibility of its plan. 
In order to oisure that theirs was the highest 
bid, the group had to quote an abnormally 
high rate of Rs 107.86 per share (valued at 
Rs 10) whereas the market rate was around 
Rs 85. There were four other private 
oompanies which participated in the bidding 
but the price offered by MTL Employees 
Group was the highest. Accordingly, the 
Privatisation Commission issued the Letter 
in Intent to the group on October 24, 1991. 

Around 40 per cent of the amount for 
buying the shares was raised by the 
employees themselves and the remaining 60 
per cent came from bank loans. The 
management of the company was handed 
over to the Employees Group on January 30, 
1992 and the government-nominated 
directors were replaced by directors from 
among the employees. The board at present 
comprises nine directors of whom seven are 
elected by the employees while the financial 
institutions and other shareholders have one 
director each. The government-controlled 
financial institutions hold 23 per cent of the 
shares while 26 per cent is held by other 
shareholders through the stock exchange. 
Five of the seven employee directors are 
nominated by the banks as 60 per cent of 
the shares bought by the employees are 
pledged with the banks. Once the loans are 
repaid it will be possible to have all seven 


em|>loyee directors elected. Of the 5f per 
cent shares held by the employees 30 per 
cent are held by workers and 70 per cent 
by the executives. 

The company had altogether 830 
employees at the time of takeover, one-third 
of whom were executives. The feasibility 
report prepared by the Employees Group 
prior to the takeover underlined the need for 
reducing the number of employees. Soon 
after takeover the company offered the 
'golden handshake* to employees who 
wished to leave. Nearly 250 employees 
accepted the offer. The company paid them 
around six crore rupees. Most of those opting 
for the golden handshake had opposed the 
employees takeover. The company had two 
trade-unions, and all those opting for the 
golden handshake were members of one of 
these unions. Thus, after their departure only 
one union remained. The total number of 
employees in 1994 was 553 of whom 383 
were workers and 170 were executives. 

The company has made rapid progress 
after the buy-out. The atti tudes of the workers 
and the executives towards work changed. 
There was a greater feeling of participation 
as both workers and executives had invested 
their own resources in buying the company 
besides pledging their funds. The union also 
played a positive role in motivating the, 
workers. Labour productivity increased and 
there was a sharp increase in output. For 
instance, seven months prior to the buy-out 
the company manufactured only 2,000 


naetora whidi was much below Us aveiii^ 
output As a resiill: it tneurrsda loss of four 
crore rupees. However, within four moitths 
of the takeover prodqction increased to4,700 
tractors, wiping out the earlier loss. The 
board of directors were now able to Udee 
independent decisions as it was freed of 
bureaucratic controls. It did not need the 
concurrence of the various government 
departments before taking or implementing 
decisions. The diversification of the 
company’s products to generator sets, fork¬ 
lift trucks, prime movers and combined 
harvesters illustrate the progress. 

Moreover, MTL has been instrumental in 
promoting another employee buy-out. Its 
board of directors took the decision to 
collaborate with the employees of Bolan 
Castings Limited, which manufactures 
castings for the automobile industry, in 
acquiring 51 percent of the company’s shares. 

Sind Alkalis 

Sind Alkalis Limited (SAL) is one of the 
major manufacturers of soda ash and sodium 
bicarbonate in Pakistan. Its main competitev 
in the domestic market is the multinational 
Imperial Chemical Industries. SAL was 
formerly known as Indus Chemicals and 
Alkalis Limited and was nationalised in 1972. 
The government which controlled 37 per 
cent shares was the largest shareholder. These 
shares were put up for sale in 1992 under 
the privatisation programme. The employees 
bought these shares after bidding for them 
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at 103 per share (fiiovt Ouin ten times the 
par vaiye). As in the case of MTl., the 
employees paid 40 per coil of the value from 
their own resources and the remaining 60 
per cent was paid through bank loans against 
their provident and gratuity funds. The 
management control of the company was 
transferred in October 1992 when five 
government-nominated directors were 
replaced by the employees* representatives. 
The board of directors comprises nine 
members of whom four represent the financial 
institutions and other shareholders. 

The idea of the buy-out was mooted a year 
before the takeover. The company had only 
one union representing all workers and it 
played a major role i n developing the scheme. 
The employees formed a group known as 
Sind Alkalis Employees Management Group 
which would buy the shares on behalf of the 
employees. Around 98 per cent of the 750 
employees joined the group. The financial 
plans and feasibility reports were prepared 
on the basis of which the group was able 
to get the backing of the banks for financing 
its endeavour. 

The company has made significant 
progress after the takeover. It is now operating 
at more than 95 per cent capacity and its 
profits have increased. After deducting the 
lax. its profit for 1994 shows an increase of 
67 per cent over that of 1990. Moreover, the 
market value of itslshares have risen by over 
100 per cent during the two years of the 
takeover. Its assets during the same period 
have increased by 33 per cent. Another 
important feature is the maintenance of 
employment level by the company even 
though the feasibility reports prepared by 
financial consultants stressed the need for 
a reduction in the workforce in order to 
increase profits. There is a slight reduction 
in the labour force but this is due to retirement. 
There have been no layoffs because one of 
the objectives of the buy-out was to secure 
employment. This is significant since all 
cases of privatisation have resulted in layoffs, 
sometimes as high as 50 per cent of the 
workforce. The company decided to expand 
Its production by 50 per cent by 1997 in 
order to absorb its surplus labour. 

Changes in Decision-Making 

The rise in productivity and profits is 
largely due to the increased involvement of 
the employees in all stages of decision¬ 
making. The public sector management was 
highly bureaucratic with decisions being 
made at the top, in most cases by the 
bureaucrats in the ministry. After the buy¬ 
out new structures were created to ensure 
that all sectionsof the employees participated 
in the decision-making process. As 
mentioned earlier, the board of directors has 
five representatives of the employees. At 
present two of \hcm are nominated by the 
union and three are from the management. 
The managing director is from this group. 
The company has formed the Internal 


Mth)agesineiitBoafdOMB),atW)^ 
body with equal lepiiesenti^on 
and executives. Theunion, whidtis anelected 
body, nominates the workers* representatives 
to the 1MB. The major functions of the IMB 
include evaluating the performance of the 
company and approval of all major issues 
before presenting them to the board of 
directors. There is also the general assembly, 
comprising all employee shareholders which 
meets often to discuss major issues. In 
addition, the board of directors has set up 
a number of committees and subcommittees 
comprising workers and executives on 
various aspects of production and welfare. 
In this way the company has tried to involve 
the maximum number of employees in 
different aspects of decision-making. 

Future of Emfloyi^ Buy-Outs 

The most positive aspect of employee 
buy-outs in Pakistan is the support they have 
of the trade-unions. This aspect needs Co be 
highlighted as some countries in South Asia 
have opted for privatisation of the public 
sector. Sri Lanka and Pakistan have been in 
the forefront in this respect. Though India 
is yet to follow this policy in the same 
aggressive manner, there is every indication 
that this will happen soon. The government 
has been off-loading public .sector company 
shares in the market and of late has even 
invited non-resident Indians and foreign 
financial institutions to participate in the 
bidding. But what is significant in Pakistan's 
ca.se is that the trade-unions have tried to 
explore alternative forms of management 
besides opposing the government's 
privatisation policy. This strategy needs to 
be stressed because while it is important to 
defend the role of the public sector in 
developing countries, it is equally important 
to protect employment and production. In 
the broader social context these are the two 
basic objectives of industry, though for 
private capital profit would be the main 
motivating force. Hence, if social interests 
are to be protected, it is necessary for trade- 
unions to explore different means of ensuring 
production while protecting employment. In 
this context, the policy of Sind Alkalis in 
expanding production to absorb its surplus 
labour instead of laying them off is a 
significant example of how the objectives 
of employee-run enterprises are r^ically 
different from those of private capital. Millat 
Tractors had to resort to the golden handshake 
mainly becauseagmupofitsemployees wanted 
to leave. At the same time this company was 
instrumental in promoting another buy-out. 

Another important point about the buy¬ 
outs is that they have been initiated solely 
through the initiatives of the employees. The 
government has neither encouraged their 
formation nor has it given any concessions. 
These enterprises are in fact treated on par 
with any other private enterprises. Thus, 
they have to depend on the employees 
commitment for their survival and expansion. 


Thli, in a way, has helped them became 
more independent and aggressively 
competitive vis-a-vis the private sector. At 
the same time, the employees require inputs 
in training and orientation to meet new 
challenges. Labour institutes such as FILER 
have tried to provide these. As mentioned 
earlier, FILER is playing a major role in 
promoting and co-ordinating these 
endeavours. Besides training and orienting 
workers and managers, FILER organised a 
workshop-cum-exposure programme at the 
famous Mondragon worker co-operatives in 
the Basque region of Spain. The participants 
were workers, trade-unionists and managers 
of these companies. By observing the 
management of these successful co-operative 
enterprises in Spain, the participants were 
able to introduce new types of democratic 
structures in their enterprises. 

Relevance for India 

India, too, has a number of enterprises 
owned by workers. Calcutta has around 20 
small and medium scale industries which are 
run as worker co-operatives. Apart from 
these, there are nearly half a dozen companies 
which have been handed over to their workers 
through the Board of Industnal and Financial 
Reconstruction (BIFR) under the Sick 
Industries (Special Provisions) Act. These 
include Kamani Tubes Limited, Kamani 
Metals and Alloys, New Central Jute Mills 
and Hess Watch Manufacturing Company. 
The government has given some support in 
starting these ventures. The Industrial Policy 
Statement of the government also makes 
mention of promoting worker co-operatives 
to turn around sick units. 

The major difference between the cases 
in India and Pakistan is that whereas in India 
worker takeovers occur when industries 
become sick, in Pakistan they have occurred 
in case of well-functioning industries. 
Therefore, while in India worker takeovers 
are resorted to when an industry closes down 
or is on the verge of closure, in Pakistan 
employee buy-outs arc used to prevent the 
private capital from taking over industries. 
In this context, it would be relevant to 
examine the possibilities of worker takeover 
of healthy industries in India. After all if the 
government and the BIFR think that workers 
are capable of turning around sick industries, 
why can they not be capable of managing 
the healthy ones? Besides, in the current anti¬ 
public sector atmosphere created by the 
government, it may be relevant for trade 
unions in the public sector to consider the 
possibilities of employee buy-outs or at least 
insist that a part of the shares which are being 
off-loaded should be given to groups of 
workers. These means will be more effective 
in defending the public sector against 
privatisation. 

[The discussion on the two ca.ses in Pakistan is 
based on the hand-outs and presentations in the 
workshop organised by PILAR in Kathmandu 
mentioned in the text]. 
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^gainst the ComuMHi Eki»ny 

Nazidom and German Cmporate ^pitid 

Frederic F Cburmont 

Without the financial research and industrial muscle wedded to the 
international marketing capabilities of German Big Capital, the Nazi 
war machine would never have been bom. But the decartelisation and 
de-Nazifiedtion begun after the German surrender in 1945 were stopped 
in their tracks by US foreign policy abetted by the most vocal 
protagonists of US corporate capital. Hitlers could come and go, but 
corporate capitalism and its leaders were the natural defenders of an 
inviolable social order that had, always stood against the resurgent 
forces of international subversion. For Hitler's corporate paymasters, it 
was crime without punishment. 


A thousand years will pass and the guilt of 

Nazi Germany will not be erased. 

- Hans Frank. Governor General of Poland 
before he was hanged at Nuremberg 

AT 15.00 hours on Wednesday May 9,1945. 
General dc Gaulle declared: guerre est 

gagnee. C*est la Victoria des Nations 
Uniesete'est la Victoria de la France. 
Uennemi allemand vient de capituler de-- 
vant les armees alliees de I * Quest et de I *Esr 
[Lc Monde May 9, 1945] (The war is won. 
It is the victory of the United Nations and 
the victory of France. The German enemy 
has surrendered to the allied armies of east 
and west.) In the magnificent glory of (hat 
moment this terse utterance signalled the 
end of the most cruel and devastating of all 
wars, unleashed by the most tyrannical of 
tyrannies. At that instant were irrevocably 
shattered; the invincibility of the Nazi war 
machine and the doctrine of the Herrcn volk. 
Never had any nation been so decisively 
ground into fragments, its cities gutted, its 
peoples stricken, overwhelmed by the 
apocalypse of defeat. Twelve years after its 
ignoble parturition, solitary, humiliated, un¬ 
mourned, abandoned by its erstwhile 
friends, the Nazi monster was bulldozed 
contemptuously into the rubbish heap of 
history. 

A young, overwrought and exhausted, 
Canadian nurse in Aix la Chapelle, taking 
care of wounded German POWs that were 
streaming in to the military hospital inendless 
profusion, exploded in the moment of ap¬ 
palling desperation; ''Why in hell does Hiller 
and his bunch of bastards not throw in the 
$ponge'\ she bitterly asked a wounded 
German general, "and call a halt to the 
slaughter of your god damm war that you' vc 
already lost"? The profoundest, the most 
scathing but still the most humane of ques¬ 
tions. T^ answer was that the Nazi killers, 
and the German people who were their 
uninhibited accomplices until the bitter end, 
had chosen deliberately the trajectory of 
self-destruction. The killing would go on, 
but from Stalingrad to*Caen the Herrenvoik 
were on the run. 


The belief that the victims of Nazi bes¬ 
tiality would not, and could not. fight back 
would prove a grotesque miscalculation. 
One night, in the late summer of 1940. from 
the vantage point of the dome of St Paufs 
cathedral. Air Marshal Arthur Harris studied 
the Luftwaffe strategy of the fircbombing 
of East London. When the last aircraft turned 
towards France he said to Charles Portal: “I 
shall bleed and bum them for this." It was 
prophecy. Of an impolcntly indignant genre; 
and so it would remain for another two and 
a half years. By then Germany's nemesis 
was bom. available in numbers inexhaust¬ 
ible. on a scale unimagined by Gocring; ("if 
a .single bomb drops on Germany my name 
is Meyer"). The bleeding and the burning 
of the Third Reich had commenced: there 
would be no respite, rain and fog. winter and 
summer, night and day. mounting exponen¬ 
tially in its spiral of destruction. That nem- 
e.si.s was what Churchill facetiously but 
accurately baptised: "an ugly creature with 
the face of locust and a belly a.s big a Zambezi 
crocodile”. Its name: the Avro Lancaster. 

What the masters of the Third Reich could 
never come to grips with was the titanic 
human wave and prodigious moral strength 
of millions of simple, ordinary folk that 
would ultimately engulf and destroy them: 
people of all races, working people for the 
most part for whom the Nazis had nothing 
but contempt. 'The only good German that 
I recogni.se is a dead German" reiterated 
again and again by a Maltese flight engineer, 
one of Harris's boys. In successive Stuka 
raids on Valetta (1941) his immediate and 
extended family were obliterated (his air¬ 
craft was shot down in November 1944). 

To millions emanating from the world of 
labour (as chat Maltese), Hitler and his likes 
exemplified racial injustice, perpetuation of 
obnoxious class privilege and national 
oppression, indeed, what could be more 
revealing of the nobility of the anti-fascist 
resistance encapsulated in those imperish¬ 
able lines (1944) of an indomitable French 
spirit - a metalworker, aged 22 - who hurled 
himself against the phalanx of Nazidom 
with such total abnegation? 


Ofalf I b 

that wilt fed it most; My last diotlghtff go 
to you. Don*t blame anyone else ftar my 
death, because I chose tny fate. I don’t know 
what to write to you, because even though 
1 have a clear head, 1 can’t find die ri^t 
words. 1 take my place in Army of Lito- 
ation, and I die as the light of victory is 
already beginning to shine... I shall be shot 
very shortly with three other comrades. After 
the war you must claim your rights to a 
pension. They will let you have my things 
at the jail, only I'm keeping Papa’s under- 
vest, because 1 don't want the cold to make 
me shiver... Once again I say goodbye, 
Courage,^ 

Your son, 

Spaitaco."' 

1 

Nazi Machine and Corporate 
Aggrandisement 

It is pointless to speak of the evils of 
fascism independent of its class, ideological 
and economic foundations. A Hamlet as It 
were without a prince. The ferocity of a 
demented nationalist movement gave Na¬ 
zism its rituals, its mythology and much else 
of Its sheer nastiness. Without however the 
financial, re.search and industrial muscle, 
wedded to the international marketing capa¬ 
bilities of German Big Capital the Nazi war 
machine would never have been bom. The 
Nazional Sozialistichcr Deutsche Arberts 
Partei (NSDAP) and German Big Business 
forged a symbiotic relation such as the world 
had never .seen, a point stressed again and 
again by the Nuremberg investigators in a 
90-page report that remains one of the grim¬ 
mest documents of the 20th century.^ There 
was not a .solitary German corporation that 
did not toil to buttress the national interests 
ofHitler\sThirdRi^ich. Such legendary names 
of corporate capitalism as the Deutsche Bank 
(which bankrolled the Rcichswehr before it 
switched its affections to massively funding 
the NSDAP and the Wehrmacht), all of the 
banks and insurance companies, the Friedrich 
Frick Konzem. Krupp and the tobacco giant 
Reemtsma, etc. In short the German coun¬ 
terpart to the American Fortune 5(X). There 
were few recalcitrants. 

But the most vicious and rabid predator 
in the pantheon of German fi nancccapitalism 
occupying a pivotal role in the build up of 
the Nazi Behemoth was the IG Farben- 
indusirie: Europe’s biggest TNG con¬ 
glomerate and the world’s largest chemical 
corporation. These were the devil’s chemists 
as the American deputy prosecutor, Josiah 
Du Bois, would label them in a book of 
incomparable power, that would set the 
record straight.’ To put it mildly the solemn 
warning of president Elsenhower, on the 
military industrial complex in his own 
country, applied a fortiori to IG Farben. 
Except that in IG’s case it was a gross 
understatement: 
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acqultkioii of imwarrA^led in* 
fluetice, wlwther looijlit or tmiouglit, t>y ^ 
militnry industriil complex. The potential 
for the disaatroua rise of misplaced power 
exUia and wilt persist (Farewell oddress to 
the Mtioa, January 17, 1961. He lent his 
enonndusprestige and supporttothe investi¬ 
gative enquiry of 10 Farhen). 

Nothing more clearly demonstrated the 
intendependence, that was to provide so mu¬ 
tually profitable a sustained retationship, than 
that of IG aiKfthe Nazi bureaucracy. Its trans¬ 
national connections stretched well beyond the 
frontiers of the Third Reich. It had mastered 
all of the sordid techniques of TNG camou¬ 
flage: transfer pricing, cartelised practices, 
market sharing the non-accountability, in the 
most crudest of manner. IG never published 
a balance sheet. It operated and concealed its 
assets in several countries including the dum¬ 
my corporations that it scaffolded in Switzer- 
ia^, Luxembourg and the US. From Du Pont 
de Nemours and Standard Gil (NJ) it leamt 
and applied the techniques of union busting. 
The formula was *Spait^sts and Bolschevists 
from the Red State (The quasi official desig¬ 
nation of the USSR from the 20s on) arc to 
be eliminated.' The slogan ‘Arbeit Macht Frei’ 
posted at the gate of IG Auschwitz was not an 
SS gimmick. It was a prominently displayed 
slogan in all its plants: a celebration of the 
wholesale liquidation of every trace of labour 
activism and trade-unionism. 

Wedded to its technology and vast capital 
resources, was the uninterrupted avalanche 
of state subsidies and tax exemptions. Un¬ 
derpinned at every turn by the Nazi engine, 
IG became the greediest corporate predator 
the world had ever seen; the indispensable 
battering ram of Hitler's New Order “With¬ 
out IG Farben's immense productive facil¬ 
ities, its far reaching research, technical know¬ 
how and massive concentration of economic 
power, the Third Reich would not have been 
in a position to start its aggressive war in 
1939."^ More crucial than this, of course, as 
well shall see, was that IG had the ability 
and the power to bring its influence to bear 
on the entire chemical corporate sector in 
Europe and the US. In short, Nazi power was 
amplified prodigiously by the ramifications 
of international capital, thanks to IG. 

Even before January 1933, German Big 
Capital had systematically but surreptitious¬ 
ly bankrolled the NSDAP. It was a bulwark 
against Bolshevism and ‘internal disorder*. 
It dominated the world chemical industry 
with its thousands of patents. The leader in 
the world chemical caitel that embraced such 
giants as ICI in the UK, Aifssiger Verein in 
Czechoslovakia, Italy’s Montecatini, Japan's 
Mitsui and Mitsubishi, and the three US 
powerhouses: Du Pont, Dow Chemical and 
Rockefeller’s Standard Oil. 

n 

GrowttioflG 


coitquests aiid aiinexatiofis. Auitria’s no- 
fiexatioii offered tG tlw {kissibititjf of grab¬ 
bing its laigest chemical firm: fee Skoda 
Woike Wetzler. Step by step K3'$ corporate 
conquest moved in conceit with the growth 
of the Third Reich. But of course this was 
also true of all of Germany's 500 cor¬ 
porations. Like jackals to the lion thousands 
of middle and smaller firms benefited from 
the Wehrmacht’s conquests. There was 
something in it for all strata of the German 
bourgeoisie. In 1937, IG had completed its 
programme of ethnic cleansing as had all 
German corporations... In that year the 
members of the board that were not party 
members became so. IG's plants were now 
working on 24-hour shifts producing what 
the Third Reich needed; synthetic oil and 
rubber in which self-sufficiency had been 
acquired with ah export capability added, 
high explosives, dyestuffs, methanol, mag¬ 
nesium, nickel and thousands of other items 
needed to feed the famished war machine. 
With the Daladier/Chamberlain sell out of 
Czechoslovakia on September 29,1938, new 
El Dorados in Sudetenland were opened up 
not least in its flourishing chemical industry. 
An obsequiously grateful chairman of the 
hoard exulted in his telegram to Hitler: “I 
am profoundly impres.sed by the return of 
the Sudetenland to the Third Reich which 
you, my Fuhrer, have achieved. IG Farbc- 
nindustrie puts a sum of half a million 
reichsmarks at your disposal for use in the 
Sudetenland territory."^ This is blackest of 
comedies. The sun was derisory. The returns 
on that corporate takeover, however, was 
one of the most lucrative in IG's predation. 
With the subsequent gobbling up of Czecho¬ 
slovakia and its chemical industry in March 
IG’s board was ecstatic. Commenting on 
this stupendous corporate annexationism to 
a standard oil executive member of IG con¬ 
fessed that he could not have conceived such 
manna from heaven in his wildest dreams. 
It was manna to be .sure; but it was not from 
heaven but from Adolf Hitler, a fellow 
predator and German corporate capitalism’s 
supreme friend and benefactor. 

Every corporate aggrandisement by Ger¬ 
many's Big 500 and IG in particular would 
be cloaked in the mantle of philanthropy and 
national interests. IG's corporate credo was 
now a carbon copy of the Nazi credo. In¬ 
tegration was total and after the triumph of 
Munich the sceptics were silenced. The Nazi 
party was integrated into IG. The brother of 
Joseph Goebells, a senior cadre in the SS, 
was a liaison officer to IG. As in any good 
transnational corporation politics was im¬ 
bricated with all the important economic 
policy decisions of IG's ^ardroom« Mem¬ 
bers of the Nazi bureaucracy became leading 
shareholders. sitting on its executive board. 
In turn, IG's technical personnel shifted to 
many ministries and higher planning author¬ 
ities. IG lepresentatives moved to the high¬ 
est echelons of the party imd the party’s 
functionaries moved into the highest eche¬ 
lons of German corporate capital. Integra¬ 


tion bad become genendtsed. Barriers had 
been removed giving way to fraternal 
embraces and financial bonanzas galore. 

m 

The War 

The start of the European war in 1939 
imparted a further boost to IG's predations. 
The rape of Poland would further extend its 
control over the entire chemical industry and 
much else. More glittering corporate ag¬ 
grandisements were soon to be realised. The 
Battle of France triggered on May 9 ended 
on June 22. The French chemical sector and 
its leaders proved the worthiest of IGs 
domestics. Even prior to the onset of the 
blitzkrieg IG entertained no doubt as to the 
final outcome of the Battle of France and 
its staggeringly profitable impact on Ger¬ 
man industry. In France IG worked with 
people of its own breed, such as the case 
of Joseph Frossard, leader of the French 
chemical industry. When one French rep¬ 
resentative had the temerity or the stupidity 
to ask what IG meant by ‘leadership* the IG 
chairman, while no doubt expressing sur¬ 
prise at the question, made things more 
explicit. As in other countries leadership' 
meant unre.stricted industrial, financial and 
marketing control of the French chemical 
industry. A humbled Frossard understood. 
But then he too was a prisoner of his own 
class and its blinkered ideological vision. 
Nothing was more revealing of the anguish 
of a broken France than the confrontational 
perspectives of a Spartaco Fontannot and 
collaborator Joseph Frossard. 

Consolidation of conquered Europe's 
chemical industry, in tandem with Europe's 
Big Business of which Frossard was a proto¬ 
type was now to be extended to Luxem¬ 
bourg, Norway, Denmark and Belgium. No 
amount of corporate annexations could 
satiate the appetite of IG Farben. IG's 
golden age had arrived. At the end of the 
Battle of France an appreciative Fuhrer 
conferred ‘The Knight of the Iron Cross', 
the supreme honour of the Third Reich, to 
IG’s chairman of the hoard - Carl Krauch 
for having “won marvellous victories on the 
battlefield of German industry" This time 
the lie machine of Nazidom had spoken the 
absolute truth. 

IV 

USSR and Auschwitz 

In an obscure Polish village the crowning 
glory of Nazified finance capital was to be 
enshrined - eternally. It was Carl Krauch 
who personally (in preference to Norway) 
selected the site of Auschwitz. Henceforth 
he would be designated the ‘Father of 
Auschwitz' [Joseph Barkin, Crime and 
Punishment of IG Farben, New York, 1978], 
Slave labour that was always a vital com¬ 
ponent of IG's labour force was now to swell 
to millions. Slave labour had become a 
consumable raw material for the enrichment 
of IG’s shareholders that included the upper 
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echeioiis of the Wdirmacht end the Najd 
party. Prominent among them were Alfred 
Sauckel (supreme boss of slave labour 
within the Reich's empire). Alfred Rosen¬ 
berg. Julius Streicher and not least Heinrich 
Himmler. The official designation of 
Krauch's creation was; IG Auschwitz. 

IG Auschwitz comprised four divisions: 
Auschwitz 1 with a workforce of hundreds 
of thousands; Auschwitz 2 with the gassing 
centre at Birkenau; Auschwitz 3, the IG buna 
and camp at Monowitz; and Auschwitz 4 
that was IG's own labour camp at Monowitz. 
Operation Barbarossa (June 1941) offered 
to the 'Father of Auschwitz* and his asso¬ 
ciates an inexhaustible labour supply. The 
tragic cost to the Soviet Union and all 
nationalities and ethnic groups for this crime 
could not simply be measured in terms of 
numbers killed. Out of 5.7 million Soviet 
prisoners of war. 3.3 million were worked 
to death in Nazi concentration camps. 

Listen to Himmler: "Whether nations live 
in prosperity or starve to death like cattle 
interests me only insofar as we need them 
as slaves to our *Kultur’; otherwise it is of 
no interest to me. Whether 10.000 Russian 
females fall down and die from exhaustion 
while digging an antitank ditch interests me 
only insofar as the antitank ditch for Ger¬ 
many is finished..." As Martin Bormann 
puts it succinctly to Alfred Rosenberg. "The 
Slavs are to work for us. Insofar as we do 
not need them they may die." Erich Koch. 
Reich Commissar in the Ukraine was more 
explicit: "We are the master race, which 
must remember that the lowliest German 
worker is racially and biologically a thou¬ 
sand times more valuable than the popula¬ 
tion here" [see William Shirer, The Rise and 
Fall of the Third Reich, New York. 1959]. 
Torture, pillage, mass murder and every 
species of crime were now added to the 
credentials of IG Farbenindustrie alias IG 
Auschwitz. 

In August, barely two months after the 
unleashing of operation Barbarossa. 500 
Soviet POWs were marched to Birkenau. 
It was the grand day for IG Auschwitz. 
Zyklon B (prussic acid). IG's special cre¬ 
ation was tested successfully. The IG re¬ 
search team were ecstatic and understand¬ 
ably so was the 'Father of Auschwitz’. But 
Zyklon B and its handlers could not halt the 
tide of victory. The backlash of retribution 
would begin. 

V 

Crime without Pmiishment 

Hitler and the Nazi empire crumbled. But 
IG was to survive in a manner that the 
'Father of Auschwitz’ could not envisage. 
The trial of 24 senior IG executives took 
place in chat grotesquely misnamed Nazi 
Palace of Justice in Nuremberg on August 
27. 1947; it ended on May 12, 194&. The 
final judgment was one of the biggest farces 
in the history of criminal jurisprudence. 
Twelve of the 24 were given light sentences 
ranging from one and^a half years to eight 


imprisomiient The 'Fadier bf Am- 
chwitz* feoetveddx years. None served their 
terms. They would be integrated into the 
emergent new German onler of Christian 
Democracy of Konrad Adenauer; and more 
specifically into the German corporate 
world.*^ That included IG's successor cor¬ 
porations; BASF, Bayer and Hoechst. The 
Big Three would resume their prc-1926 
corporate identities before they had been 
gobbled up by IG Farben. 

'Slavery and mass murderi was the main 
indictment in addition to four others. But 
now new forces had arisen notably the cold 
war whose far-reaching implications such 
men of integrity as General Telford Taylor 
and his deputy failed to understand. The year 
1947 marked the start of the Marshall Plan. 
Notwith.standing the public relations balo¬ 
ney Its goal was not 'the reconstruction of 
Germany’ but the reconstruction first and 
foremost of German capitalism and the 
resurrection of the powers of its masters. In 
this perspective the implications were clear. 
The ‘Father of Auschwitz* and the class of 
corporate capitalists that he embodied were 
imperative in the battles of the cold war that 
would be waged in which Germany would 
now play a central role. In essence the ca.se 
of the defence was straightforward in its 
simplicity. Were not the accused men of 
substance in the community, honest busi¬ 
nessmen, men who upheld Christian values, 
men who defended Germany against the 
menace of Bolshevism?. "Replace IG by ICI 
for the UK or du Pont de Nemours for the 
US, or Montecatini for Italy" declared 
Krauch’s lawyer, "and at once the similarity 
will become clear to you," 

The 12 were unrepentant. Krauch to hi.s 
honour did not cringe. There was no need 
to. He was proud to be a member of the 
NSDAP. Adolf Hitler was his prophet and 
he said so. His goal was to fight Bolshevism 
and that he did. The architects of the cold 
war were not insensitive to his pertinent 
observation; "How right Hitler was in his 
policy is confirmed by the political situation 
which has developed in recent months in 
Europe." He could not have said that in 1945 
and got away so lightly. But times had 
changed. Did not the USSR the ‘Red State’ 
that now occupied an important segment of 
Germany pose a mortal threat to western 
civilisation? 

The sentence given to such war criminals 
was light enough to ‘please a chicken thief, 
declared Du Bois who was castigated as a 
Jew and a communist sympathiser for pur¬ 
suing the investigations. That he was neither 
did not matter. Indubitably true, but what a 
militant New Dealer as Du Bois could not 
understand was that the trial of the biggest 
representatives of German BtgCapital posed 
a threat to the system itself. The hanging of 
the executors of Krauch's agents as the 
commandant of Auschwitz and his fellow 
killers by the logic of the Nuremberg verdict 
were justified, but to extend guilt to the realm 
ofGerman corporate capitalism and itsagents 


was >jdeen^ US fosblin 

policy and the twisted togic of the cd^ 

VI 

Conclusiaii 

Decartelisation and de-Nazification were 
stopped in their tracks by US foreign policy 
abated by the rnost vocal protagonists of US 
corporate capital. The dictates of the cold 
war and the demonisation of the Soviet 
Union required novel rationalisations, What 
that course should be was forcefully artic¬ 
ulated by that irrepressible racist. Congress¬ 
man John E Rankin of Mississippi in 1947. 
"What is taking place in Nuremberg, is a 
disgrace to the US. Every other country has 
now washed its hands and withdrawn from 
this saturnalia of persecution. But a racial 
minority [i e. Jews and communists] two and 
half years after the war closed, are in 
Nuremberg not only hanging German sol¬ 
diers but trying German businessmen in the 
name of the US" (US Congressional Record, 
November 28, 1947). Rankin was by no 
means a solitary voice. 

17iat statement and others of its kind 
combined with the Marshall Plan and its 
cold war political imperatives pointed to one 
conclusion: the Hitlers could come and go 
but corporate capitalism and its leaders were 
the natural defenders of an inviolable social 
order that had always stood against the 
resurgent forces of international subversion. 
In this context the cri de coeurol a Franklin 
Delano Roosevelt, now dead, in May 1943 
was a voice crying in the wilderness; "It is 
therefore fitting that we should again pro¬ 
claim our determination that none who 
participate in these acts of savagery shall go 
unpunished... All who share the guilt shall 
share the punishment" {The New York Times, 
March 24, 1943). For Hitler’s corporate 
paymasters it was crime all the way; but 
crime without punishment crime with prof¬ 
its unlimited. 
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Theory and Practice of Women’s 
Movement in India 

A Discourse Analysis 

Supriya Akerkar 

Recent post-mcHlernist trends in feminist theorising and organising have opened up important debates on organising 
politics around difference. The paper seeks to enter these debates by contextualising its analysis in the Indian reality, 
A major concern here is the sectarian and divisive tendencies within the women's movement in India. The article seeks 
to explore ways to counter such tendencies within movement politics by as.serting that the question of difference between 
women need nor become a point of immobility, but a focus of solidarity. 


I 

Introduction 

Any thought, any uica, any theory, is simply 
a way of seeing, a way of viewing an object 
for a particular vantage jxiint It may be 
useful, but that usefulness is dependent upon 
panicularcircumstances- the lime, the place, 
the conditions to which it is applied II oiii 
thoughts are taken to be final, to include all 
possibilities, to be exact rcpresciuations ol 
reality, then eventually we run up against 
conditions where they become irrelevant II 
we hold them in spite ol ilicii iirelevance, 
wc are lorccd cither to ignore the tacts or 
to apply some soil of loice to make them 
fit. In citherease. fragmentation isllieiesuli 

- - Bolien Xi 

THHSl'i w’oids ol Hoticn Xi. a ('hinese 
philosophci, olotjucnily sum up ail that we 
attempt to show in our thesis Ideas, thoughts 
and theories are olien held in Iixiin. as a 
matter of irulli. and ol life and death In the 
process (he dynamism and the growth ol 
ideas is lost. What remains aic the iigid. 
dogmatic claims t'f dil tereni jxisiiions which 
in themselves are nothing but clilfcieiii ways 
of seeing reality. 

There exist different [icrceptions on 
women’s oppicssion in India and ways (o 
overcome them. However, it appears, m the 
first instance that these different perceptions 
have not led to a celebration v»f a pliiial 
practice of lemmism. In.sleaci they have led 
to divisiveness and sectarian tendencies 
within the movement. They have also led 
to an inclusion and exclusion ol certain 
is.sucs as ‘women's issues' thus cieating a 
hierarchy of issues in the process. This has 
resulted in a Icgilmtisalion of the affiliation 
of certain groups with the women's 
movcmeniand at the same time invalidated 
the affiliation of certain groups as being a 
part of the women's movement. 

In this connection. Kisbwar 1 1090) notes 
that the labels of bourgeois feminists, radical 
feminist, marxtst fcmmisis or .socialist 
feminist arc used not “as descriptions of 
positions taken by individuals or groups or 


the work done by them but as epithets to 
condemn people you don’t like, that is as 
good or bad character eerl ill cates’*. She stales 
“label givers assumed (hat the most 
respectable term was ‘.socialist feminist’. 
I'his was usually reserved for oncscll and 
one’s Iricnds. as proof ol one's ion eel 
political credentials. Those one did not like 
were .sought to he condemned as ‘boiiigeois 
feminist' or radical feminists* .These 
versions ol available isins have been ii.scd 
as slicks willi which to heal up people l(> 
stifle intellceliiai gnuvth .ind enquiiv, to 
frighten people horn thinking tilings mil Im 
themselves w bully lliein mlo bliiidly 
accepting Ibi inula lidiIon politics ,ind repeal 
meaningless manlta.s, and lo subject ihcm 
u> slander if iliev lesisi '(p4 Ki>hw,u thus 
sliowv the divisive eficcis that icininist 
ilicoiics can acinevv’ ihroiigli iheii (.laiins 
to irutli. as iIilmiics oi einancipalion The 
sectanan and divisoe tcndeniies within the 
inoscment icinam a point ol loncerii loi me 
as much as lor the movement ni tivisis. ’fhis 
pajicr arises liom this Ciinecin .is n cxpioics 
thediscourseon w'oinen’s movement in India 
Our View's will letlcci our own 
ciicumlocaiion vi/.thatc»fapoliticalailnisi 
encMgcd with the stiuggle »il adivasis' ui 
India, lor the last six years and as a woman 
belonging to a middle class and an upjiei- 
caste in Hindu icligion by birth in India 

The article will exploretbe lollow ing lines 
»»l argument. 

In the I list jilacc. w'c argue that women's 
movements can be treated as discursive 
practices’ - Asdi.scursivcpractices, women’s 
movements redefine ihc traditional 
understandings ot theory and jiraxis. Thev 
do not depend lor their existence on piioi 
theories ol cmancipaliori, but ralhci .seek a 
new relaiion with theory through localised 
articulation and understandings ol 
emancijiaiion. In ihi.s way. wc displace the 
loundalionalist elaim.s of theories ol 
emaiKijiation (here feminist theories) m 
organising an tiemini.si) emancipatory 
practice Instead we unravel the functioning 
of ihcoiics ol emancipation (here feminist 


theories), as di.scursivc practices, producing 
certain cl fects, through their elaim.s to truth. 

Feminism as a discursive practice a.spires 
loemancip.ite the subject ‘woman’ However, 
the category woman’ is it.sclf discursively 
oiganiscd However, our main contention is 
lhal the constructed natuie ol the category 
‘woman’ does not exclude possibilities of 
emancipatory pi aclices around that category. 
The category ‘woman’ is discursively 
orgiini.scd through articulation. Hownever, 
Ibis very practice of ariiculaiion constructs 
the i.aicgory ‘woman' as a Iragmcniary 
whole, given Ihc liici that, every attempt lo 
1 1 \ a cent re iluough any arliculai ion, is always 
suh\ciied by Its field ol distursiviiy Inoihci 
woids, dilfcrcni ailiciilaiions around Ihc 
c.iicgoiy w'lunan. could ojien up a j'lossibility 
ol dll Icrcnt. localisedcmancipaloi y practices, 
based on solidarity, but w ithout suppressing 
dilleiences uiulei the overarching category 
woman’. 

This opens up a possibility of plural 
practice of feminism. Such a practice would 
rcjilacc the notion of emancipation’ 
mlormcd by ihcoiics ol emancipation, and 
instead work with the notion of ‘different 
loims ofcm.incipaiions' based on locali.scd 
disciirsi vely organi.sed plural struggles. Such 
a practice loiild explore the possibility ol 
coalition polil ICS bef ween dll lerent women's 
movements in India tin diflerenl issues at 
dilfcrcnt points of lime. Recognition ol 
plurality ol women’s movements is only a 
I irsi step forward in creating a political culture 
ol coalition rather than that of opposition 
Wc finally aiguc that solidarity through 
coalition, m the final instance, lias to be 
sensitive loward.s practices ol articulation 
It i.s through piactices of articulation, that 
solidarity or exclusion is made jio.ssjbic. In 
other words, it rails lor a ccriain ethics ol 
articulation. 

This article .seeks lo develop a conceptual 
liamewurk that givcslhctKiliiicsol difference 
a central place in Icrnimst practice. Recent 
jxist-modern!St trends m Icminisi theorising 
and organising have opened up important 
debates on organising polities around 
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^hc »iiK}y KtHrics to emcf 
debates by contextualising its analysis in the 
Indian reality. A major concern here are the 
sectarian and divisive tendencies within the 
women's movement in India. Here wc seek 
to explore ways to counter such tendencies 
within movement politics by asserting that 
the question ul' difference between women 
need not become a point of tmmohiliiy but 
a jKiint of solidarity. Thus the purpose of 
this paper is two-fold: to argue tor the 
necessity to recognise differences between 
women so as to contribute lo the ways of 
overcoming them; and to contribute to the 
current debate in India, on the implications 
ol such recognition on any fcmmisi theorising 
and organising. 


II 

Feminism, Power and 
Politics of Difference 

1 o neat rcininiMTi as a discursive piaclice 
is lo focus on die ways iii which dimensions 
of theory and praciiec inicracl with each 
oiherCcnirahoihisinkTaciionarelolIowing 
issue.s: Asancmancipalorvpioiccl lemimsm 
has borrowed ironi ihc ir.ulilioiial Maixisl 
position, lo converge Us mlellcciual and 
polilicui goals ihiis losing ihcory with 
practice |Ti uong 19X0:121. As such leininisi 
einancipalory politics needs a notion ot 
agency' or a ineaninglnlly .icimg Mihicci 
which It irics to emancipate. Movsevor. ihi.s 
very need foi a mcaninglully atimg siibicci 
po.ses several problems. First, in the del miiioii 
and idcntilicaiion of an 'ideal consciou.s 
.siib)ccl dial acts in a meamiiglul wav'. ihcic 
IS a tendency among Icmimsis lo include and 
o.xclude certain suhieci positions Second. 
Ill siraiceismg and oigamsiiig loi change 
this tendency leads to e^sL•nllallsm and 
vanguardist positioning which afreets the 
loslenng ot solidarity This raises a central 
question regarding what cvinstuuics an acting 
subject, and Um whom is her/his actions 
mcaninglul 

In rcs|3onse 10 ihi.s question scvcial others 
have delved inioaposi-modcrmsi Iramcwork 
(hat posits theorising alsout emancipation as 
a domain of powei. 'I'hu.s even the 
enlightenment project and its consemus 
lalional subject is regarded as *i construction. 
Taking this line ot critique lo its conclusion 
would lead to an end ol the subject. This 
Iramcwork leads to a cn.sis tor emancipatory 
projects which are left with no subject to 
emancipate. In the pioecss. this framework 
docs not allow us to understand and analyse 
the dynamics of inclusion and exclusion that 
an emancipatory praciiec may eng^age in. 
This peispcclive then puts the vanguardist 
claims in emancipatory theories and practice 
under the cafpci. In effect it diKs not allow 
us to unravel the functioning of cmiinci|>itU>ry 
theories, precisely because of their claim to 
truth, I n our v icw. both the above frameworks 


occ inadequate to understand tbe relationship 
between omancipafory theory and practice. 

We will point to some directions which 
wifi help to overcome the limitation^ of the 
above frameworks and at the. same time 
preserve their critical potential. New social 
movements have grown as a response and 
a challenge to the traditional fusing of theory 
with the practice. New .social movements 
and women's movciiKinls can be treated as 
discursive practices. As discursive practices, 
wc shall allow for the dispersion of (he 
subject positions while wcdi.splacc ihecffccts 
of the unified subject on a political practice 
by giving this totality and unity of unified 
subject an ‘imaginary’ dimension. The shift 
in irealitig NSMs as discursive practices 
justifies our usage of di.scoiirse analysis as 
a critical analytical tool for our .study. 
Di.scour.se analysis will enable us unravel the 
lunctioning of emancipatory theories 
claiming to represent iniih This will allow 
us to analy.se the knowlcdgc-powcr-trulh 
nexus. Thu.s wc will not study theories to 
Linderstaiid the .social reality they claim to 
illuminate, but rather study the ellecis they 
pioducc IS discursive practices, i e, as 
discouisc.s which claim lo be true. We argue 
that (his mode of looking at the interaction 
between fbooty and pracitce docs n<it have 
lo give away the noimaiivc concerns 
ariiciilaied by cmancipatoiy practice. This 
analysis will enable us i(» deveU»p a 
hamowork which formulates the notion ot 
JiMcicni lonns ol women s emancipation. 
This perspoclive ariiculatcs normative 
iiaincwoik which icsis between the logic ot 
Lomplcic idcntilv and complete dillerencc. 
.Such emancipaiory practice would have 
politics ol vlilicrcnco at Us coie 

Poinusoi 'rKoiM wo'DiSfOl'HSi ' \s w 
A\Ai.vnf M ( VI»(iOKS 

rimancipaioiy ihecmos lliiough claims lo 

iruih’ createooilaineltci is. We lielicve that 
coneepl ol discourse could Ih- used as a 
critical analytical tool to siudy these elleci.s 
of'tiuih' Todav ihc concept'di.si.ouisc’is 
Used by s^KioIngisis ticcly ui .iny ai adcuiic 
wriung. riic coiucpi has become much 
popular alter I *\ mean It’s work. Yet few 
scliolais use it eillic; in a l oiuauldian way 
or develop their own understanding ol it. In 
this subsection vve wdl stale how and wh\ 
we use this concept m our study. Earlier, the 
powci-knowledge I elation was disclosed by 
the critique ideology. Now the critique of 
discourse is used lo expose this nexus. 

The coneepl ideology’ linds its 
antecedents in philosophy which used it lo 
denote systems of ideas’. Sociology 
appropriated the term to analyse social 
relations and social life ^Mann. M 1986:22). 
Emancipaloiy politics used the critique of 
idc()iogv for the first tunc to Mrticulate the 
ncxu.s between knowledge and power This 


articiflation has been from a certain vantage 
point which presupposed the disclosure of 
truth. The ‘true’ knowledge was taken to be 
the vantage point friun where ideological 
distortions were revealed. Ideology works 
in such a way that it makes the false appear 
as true. Thus, in critique of ideology, power 
operates by creating an effect of an illusion, 
in other words, ideology is not true 
knowledge, it i.s distorted knowledge. The 
critique of ideology carries with it three 
simultaneous as.suinptions: (u) The relation 
between knowledge and power is negative, 
i e, powef distorts knowledge, (b) There 
exists a .subject in whose interest the power 
works, by producing ideology, (c) TAie 
knolwedge is possible. 

The classical Marxist theory understood 
ideology in terms of a base-superstructure 
relationship. Ideology, it claimed, is an 
expression of a class myth, a part ot the 
supcrsimcturc, which served as a propaganda 
lo justify the ba.se. i e, economic structure. 
As a critique of ideology. Marxism claimed 
the status of .science lOruka, 1985:43). Thus 
the classical Marxist theory, identified 
ideology with ‘lalse consciousnc.ss of the 
agents’. 

Grain.sci introduced the notion of power 
through the concept of ‘hegemony’. The 
concept of hegemony wa.s introduced to 
understand how domination works through 
consent of the opprcs.sed, through a whole 
range of ideology-ridden culture. Gram.sci 
through this concept showed that power 
operates through the consent of the oppressed 
and ladically altcis the content, nature and 
form ot power trom the cla,ssical Marxian 
notion ot power li means power of the 
dominani has to be recognised and accepted 
by the dominated. Only then can power 
opcralv' as power. Power then becomes 
contingent on the dominated. In this -scn.se 
powci can never operate m a singular and 
mechanical way, i o. that of dominant over 
domnutctl To the extent that power is 
dependent tor its recognition on the 
iippressed, the oppicssed loo hold ptiwer 
over Ihc oppressor. Thus power in this 
conception (.cases to he only a repressive 
lorce because if can als(' be u.sed in the 
i»pposilc W4iy, I c. U) resist. This conception 
ol power then gives donnnaiion a relational 
status than an ab.sohue status. Also it means 
every domination eaiTics within it the seeds 
ot Its resistance. Gramsci thus gives power 
a positive force in his critique ot ideology. 
In doing .so, he goes beyond the recluciionisi 
basc-supcrsirucuirc model, w'hich treats 
ideology as merely a pan of the 
siipcrstnrcture. 

The eniique ol ideology was further 
developed by Louis Althusser who was 
inllucnccd by striicluralism. The impetus lo 
the development ol struciiiraiism lies mainly 
in the works of Suiissiire. Sau.s.sure argued 
that meaning ol the words derives from the 
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.tictures of language, not the objects to 
which the words refer. Saussure theorised 
language as *'an abstract system, consisting 
of chains of signs. Each sign is made up of 
a signifier (sound or written image) and a 
signified (meaning). The two components 
of the sign are related to each other in an 
arbitrary way and there is therefore no 
natural connection between the sound 
image and the concept it identifies. The 
meaning of .signs is not intrinsic but 
relational’*[Weedon 1987:23). For Saussurc. 
meanings are not determined by anything 
positive but created by the differences 
between related concepts which the rulc.s of 
a language recognise [quoted in Macdonnel 
1986:10). Every concept gets it.s meiining 
in 'articulation.^ 

Althusser developed the Saussurcun 
insights that language does not reflect an 
already existing scurial reality hut constitutes 
social reality for us. Thus tor Althusser, 
language structurc.s various ideologic.s and 
is a place through which wc represent to 
ourselves our lived relation to our material 
conditions of existence (quoted in Weedon 
1987:26). It is from here that Althusser 
theorised "Ideology has a material cxi.siencc” 
[quoted in Macdonnel 1986:741. For 
Althus.ser, 'ideas’ and 'representations’ were 
neither ideal nor real; they have no cxi.sicnce 
of their own. An "ideology always exists in 
an apparatus, and us practice, or practices. 
This existence is inaicriar' (quoted in 
Macdonnel 1986:74). Althusser’s analysis 
of'ideological state apparatus’ showed how 
domination operates and is reproduced 
through various sites within civil society. 
Thus Althusserian notion of idci>logy implied 
that civil siKiety is also a seat of numerous 
relations of oppiic.sston, and in con.scquencc. 
of antagonKsms and democratic .stmggles 
[Laclau and MouHe 198.^:179). 

The above trajectory gives us an 
understanding of shifts and displacements 
made in our understanding, of how 
domination works through ideology. A 
radical breakthrough in the Marxist theory 
of ideology can be seen with Gramsci and 
later with Althusser’s work who influenced 
post-structuralist thought among his 
contemporaries, Derrida. Lacan. Foucault. 
Kristeva and others. The post-structuralist 
turn in theory goes beyond the insights ol 
structuralism and depart; (rom the various 
earlier views of ideology given above. This 
is also where the concept of discourse as an 
analytical tool came to replace the concept 
of 'ideology* as a critical analytical tool to 
understand the nexus between power and 
knowledge amongst many post-structuralist 
scholars, 

The critique of discourse does away with 
the vantage pi)int granted to the 'true’ 
knowledge through which truth could be 
revealed. Instead it uses the logic underlying 
the critique of ideology to critique 'ideology’ 


and to investigate, how^ effect of ^tnith* is 
created. By producing truth itself, power 
operates not by creating illusion but through 
truth itself. Foucault argues, why ideology 
cannot be a sufficient analytical tool to 
understand the relation between power and 
knowledge. He .says. 

The first is that, like it or not. it always stand.s 
in virtual opposition to something else which 
is suppiiscd to count as truth... the problem 
does not consist in drawing the line between 
that in a discourse which falls under the 
category of scicniificiiy tv truth, and that 
wh ich comes under some tnher category, /^ttf 
in seeiftf; htUnriatUy how effects tff truth are 
produced within discourses which in 
themselves are neither true nor false. The 
.second drawback ts that the concept of 
ideology refers. I think necessarily, to 
.something of the order of a suhjcci. Thirdly, 
ideology stands in a .secondary position 
relative to something which fuiKriions as iis 
infrustnicuire. as its material, economic 
deicrminuni. etc t emphasis miiiei [Foucaiili 
1980a: 11K|. 

In the above critique of 'ideology*. 
Foueaiili shows that there is an implicii 
relation heiwecn di.scoiir.se and any claim to 
truth, whether ha.sed on scicniific (acts or 
otherwise. According to Foucault, every 
.society through various "mcehaiusms and 
in.stanccs" distinguishes between "late and 
false siaicmcnis" and develops a ‘legimc 
ol iriilh" that is a type of discourse which 
It accepts and makes (unction as true 
(Foucault 1980a: 1311. Tniili in oilwr words 
"is to be undersi(H)d ius a system of ordered 
procedures lor ihc production, regulation, 
di.stribiition. circulation and operation of 
siaicments". Thus ‘Truth is linked m 
circular relation with systems of p<mer which 
produce and susiam it, and to cllecis ol 
power which it induces and which extend 
It” [ibid: 1331. Further it is in (his claim to 
truth lhai power and knowledge come 
together. Foucault thus maintains that "it is 
in di.scoursc that power and knowledge arc 
joined together". Discourses arc conceived 
by Foucault "as a series of discontinuous 
.segments whose tactical functions" are 
"neither unilorm nor stable". Discourses 
cannot be imagined as "divided between 
accepted discourse and excluded discourse 
or between dominant discourse and 
dominated one: but us multiplicity ol 
discursive elements that can come in to 
play" in a given field of power relations. 
Discourses arc an "instrument and an elTcei 
of power" [ibid: I(K)-1011. In this way 
Foucault builds up a framework that explores 
the relation between discourse, truth and 
power. 

Di.scursive practices, tor Foucault arc, 
"rules, systems and procedures which 
constitute and are constituted by. our will 
to knowledge". All these comprise a realm 
of discursive practices, i e, the order of 
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knowledge is formed and produced. 
Discursive practices are thus characterised 
by "a delimitation of a field of objects, the 
dcrinition of a legitimate perspective fbrthe 
agent of knowledge, and the fixing of norms 
for the elaboration of concepts and theories" 
[Foucault 1977:199). Discourse analysis for 
Foucault is a mcthcxiological tool to explore 
discursive practice; "it i.s more a question 
of determining the conditions under which 
it may he employed, of imposing a certain 
number of rules upon those individuals who 
employ it, thus denying acccs.s to everyone 
else. This amounts to a rarefaction among 
speaking subjects; none may enter into 
discourse on a specitlc subject unles.s he has 
.satisfied certain conditions or if he is not 
from the out.set qualified todo so" [ibid:224) 
Wc fed that di.scoursc analy.sis a.s a critical 
analytical tool will allow us to unravel the 
functioning of emancipatory theories (here 
theories regarding women’s emancipation), 
claiming to represent the truth. On the one 
hand, the critique of ideology works through 
a claim of being scientific and tnic. On the 
other, critique of di.scoursc is often used to 
disclaim every truth claim. This position, in 
our opinion, lead.s lo relativism. Wc wi.sh 
to avoid this schema. Relativist positioning 
which disclaims 'truth’ altogether cannot 
allow us to study the ‘effects of truth’. Indeed, 
el feet ol truth can only he studied, by granting 
an existence of ‘truth’. We use discourse 
analysis, not because we believe that truth’ 
does not exi.st. but because wc believe that 
iriuh' creates certain effects. In other words, 
emancipatory thconcs uchievea certain effect 
hy a claim lo truth. It is to .study these 
‘cflccis’ of the truth claim of emancipatory 
thconcs. that wc can use discourse analysis 
a.s an analytical tool. Instead ot giving 
emancipatory theories a vantage point 
through which one ‘discovers* the truth, wc 
make emancipatory theories the object of 
our investigation, insofar us they make a 
claim to truth. Wc do not .suggest that the 
emancipatory theories are cither true or false. 
We attempt here lo understand and unravel 
the mode of their operation, in the hope that 
emancipatory politics can then be better 
grounded. As Foucault .says: 

the essential political problem for Ihc 
intclIccUial is not to criticise the ideological 
contents suppo.scdly linked to science or to 
. ensure that his own .scicntifie practice is 
accompanied hy a correct ideology, hut that 
ofascertainitif! the possihiUty of cimstituting 
a new luditics of truth. The problem is not 
changing pooplc*sconsciou.sncs.s - or what’s 
in their heads * hut the political, economic, 
insiuutioiial regime of the prixluction of 
truth. It’s not a matter of cfnancipaltng truth 
from every system to power (which would 
be a chimera, for truth is already power), 
but of detaching the |H>wer of truth fnim the 
lorms of hegemony, social, economic, and 
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preMeat tibie. The political question, tomiti 
tip, is not error, illusion, altennied 
consciousness, or ideology; it is triith itself 
(emphasis mine) [Foucault, 1980a: 133]. 

New ScxiAL Movements AS 
Discursive Practices 

A notion of praxis has alway.<» been used 
to denote the interrelation between theory 
and practice. Indeed emancipatory projects 
claim that adialectical relation exists between 
them. Theory has always been regarded as 
an intellectual domain, while practice has 
been seen to be rooted in a conciete terrain, 
it has also been presupposed that theory 
makes the practice intelligible to the actors 
while the practice grounds the abstraction 
of the theory in concrete contexts. This, 
mediation of theory and practice was done 
by bringing in a notion of a conscious unified 
subject. It was the ^consciousness* of a subject 
that mediated theory and praxis. From this 
perspective, emancipatory theories brought 
in notions of false consciousness and thus 
argued forconscientisation or consciousness 
raising pnicesscs. Wc do not ask what theories 
think about their relation lo practice. 
However, we shall not study theories with 
regard to their selfoundersianding. Beyond 
the self-understanding of theories wc wish 
to study the effect of theory on practice. 

Historically, action has been analysed in 
terms of structure and motivation (i c. the 
meaning that the actor attaches to his own 
action). Different theorists have given 
primacy to either structure or motivation 
depending upon her/his theoretical 
orientation. Collective actions were also 
viewed as the result of various types of 
action and elements ot structure and 
motivation. After the world war emerged 
some muin.strcam theories of collective 
behaviour, namely, through the work of 
Kornhauser, Smelser, etc. Thc.se theorists 
conceptualised s<H:ial movements as forms 
of collective behaviour. These theories saw 
collective action as a pathological reaction 
to the strains produced hy modem siK'ieties. 
Non^rationalcomponentsof collective action 
was emphasised. Collective action was seen 
as a result of structural changes which tngger 
a breakdown of the organs of .social control 
and legitimation. Further, theorists drawing 
their orientation from Marx analysed social 
movements^primarily in terms of class 
conflicts. 

The late 1960s and early 1970s saw the 
emergence of student movements in the west. 
The existing collective behaviour theories 
or structural functionalist theories were 
considered inadequate to explain the student 
movement. Neither the collective behaviour 
model which emphasised irrational 
psychological reactions nor the Marxian 
m^ of analysis which emphasised social 
conflict in terms of class conflict could 


explaifi f}i6 Thus new 

theoretical formulations were sought to 
explain and understand social movements. 
A new shift has occurred in the theorisation 
on social movements. Social movements are 
increasingly theorised as new social 
movements (NSMs). In this discu.ssion, we 
delineate five main positions, viz, that of 
Mclucci, Touraine, Habermas. Q)hen and 
Laclau and Mouffe. 

Mclucci critiques a generalised and loose 
use of thelerm social movement. He reserves 
the term for specific kinds of movements. 
He defines analytically social movements as 
a form of aillcctive action (a) based on 
solidarity, (b) carrying on a conflict, and 
(c) breaking the limits of the sy.stem in which 
the action occurs( 1985:795). Mclucci argues 
that the conflicts of the 1980s reveal new 
contradictions, which imply an intense 
redefinition of the location of social 
movements and their forms of action. He 
further clanfics, 

Actors in conflicts arc increasingly 
temporary, and their function is to reveal the 
stake.s. to announce to society that a 
fundamental problem exists in a given area. 
They have a growing symbolic function; 
one can probably speak of a prophetic 
function. They are a kind ot new media. 
They do not fight merely for material goals, 
orto increase their participation in the sy.stem. 
They fight for symbolic and cultural stakes, 
for a different meaning and orientation for 
social action. (1985:797). 

The meaning ot the action is found in the 
action itscll more than in the pursued goals. 
He stales that these movements display new 
orgam.sational toriiis He .states: 

new organisational lorin of contemporary 
movements is not fiisi 'insimmcntnr for 
their goafs It is goal in itself. Since (he 
action IS focused on cultural ci>dcs. the form 
ot the movement is a message, a sYtiihotn 
til thr (ifmtittant patients . The 
medium, (he movcinenl itself as a new 
medium, is the mc.ssagc (p 801) t emphasis 
mine). 

The above perspective developed by 
Mclucci clearly shows that he ItKaics the 
novelty of the new social movements in 
terms of their rcllcxivity. Movements 
themselves act as a new media, and are a 
message in themselves. The movements 
through their existence offer different 
meaning of reality. They challenge and 
redefine the dominant logic on u symbolic 
ground. They start with the here and now 
of individual experience and do not separate 
individual change fromcollcctive action and 
change. Since movements challenge the 
dominant cultural codes, their mere existence 
signifies "a reversal of symbolic systems 
embodied in power relationships** (p 813). 
All this points to the reflexive capacity of 
the actors and the reflexive character of the 
movement itself. In this sense Melucci 


attribuies discumivity t6 the movemenfs. 

Another perspective offered In this 
direction is by Touraine who argues that, 
social movement is an agent of conflict for 
the social control of the main cultural pauems 
(1985:785)). He argues against the genera¬ 
lised use of the concept ^social movement* 
to describe all kinds of conflict. Instead, 
Touraine argues that there is ‘a* central 
conflict existing in any gi ven type of society. 
At] other conflicts can be considered as 
disintegrated or partial forms of the central 
type (Touraine 1985:760]. He calls this 
central conflict as social movement and 
defines it by a clear interrelation between 
conflicting actors and the cultural stakes of 
their conflict (1985:760). These cultural pat¬ 
terns, for him are of three main kinds: "a 
model of knowledge, a type of investment, 
and ethical principles**. Touraine calls these 
as representations of truth, production, and 
morafity which depend on the capacity of 
achievement, of self-production, of a given 
society (1985:755). Touraine argues that 
this type of a social movement can take place 
only in a specific type of social life and 
.society, viz, post-industrial society. He thus 
calls these social movements a.s NSMs. 

In this way Touraine differentiates the old 
social movements from NSM through the 
discursive character of NSMs. He states that 
past social movements opposed domination 
through metasocial principles. NSMs do not 
challenge domination through a call to 
metasocial principles but through a direct 
call to personal and collective freedom and 
responsibility. NSMs are no longer inspired 
hy the images of an ideal society but by a 
.search for creativity (p 779). In other words, 
mctasocial principles, i e, a search for truth 
and an ideal society no more act as a 
mediatory force for the emergence and 
sustenance of new .social movements. NSMs 
relate to *truih* in a different way. They 
remain aware of the dangers involved in 
granting any truth claim a foundational status 
in their political practice. 

Cohen (1985) too like Touraine 
charactcri.scs the identity of NSMs with self- 
limiting radicalism rather than with a .search 
lor an ideal utopia and truth. She argues that 
the new identity can be interpreted through 
the new forms of consciousness exhibited 
by the NSMs. These characteristic forms of 
consciousness shown by NSMs are: (a) The 
relevant actors do not .seek to return to an 
undifferentiated community free of all power 
and forms of inequality ; (b) The actors limit 
themselves vis-a-vis one another. They 
struggle in the name of autonomy, plurality 
and difference without renouncing the 
egalitarian principles of modem civil society; 
(c) Actors are self-limiting regarding their 
values. They do not contest cultural values 
as the uncompromisable solution to the social 
^ problems. They are willing to relati vise their 
values with respect to one another through 
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discourse on goal^ and consequences; 
<d) Democratically siruciurcd associations 
and public spaces, plurality of types of 
political actors and actions within civil 
society, arc vicwcil as ends in themselves 
[Cohen 198.S:669*70]. Ii is through the 
above characteristic forms of conscious¬ 
ness shown by NSMs that Cohen charac' 
tcrises the identity of NSMs with ‘self- 
limiting radicalism* rather than with a search 
for an ideal utopia and truth. 

Habermas (1981:33) essentially a 
communicative theorist, undemands new 
social movements and the new social conllicts 
arising not out of problems oi distribution 
but in concern for “grammar of torms oi 
life*'. According to Habermas, the capitalist 
development has attacked the “organic 
foundations of tlic lile world” ( p 35). Thus 
for him. ihe new conllicis arise “at the scam 
between system and lile world”. The 
motivating torcc behind most of' Ihe 
alternative projects and action groups is 
“the pain of withdrawal symptoms in a 
culturally impoverished and unilaterally 
rationalised praxis of everyday life” (p 36). 
For Habermas, the creation o! aUeriiaiive 
communication groups bused tm age. kin, 
religion, sex. etc. aic a search tor personal 
and coliccuvc identity. They intend to 
promote the revitalisation ot possibilities lor 
expression and communtcaiion and hence 
operate in provincial small spaces, 
decentralised forms of inieraciion and 
dcspecialiscd activities (p 36) In summary, 
it can be said that csscniiallv. Habermas 
understands NSMs as meaning' givers u» 
the otherwise impoverished every tlay lile 
that people live in this capitalist Notieiy 
Acting primarily as conimunic;m»rs ol 
meaning rather than im any abstract notions 
of equality, justice, and tj-uih, NSMs display 
a rcllcxivity. 

l.^clnu and Moulle um), altei Habermas 
argucthat capitalist roimions havcpcnciraicd 
in all spheres of human lile leading to 
comn'KKiification ol social life, destroying 
previous .social iclations and replacing them 
with the logic of capitalist accuniulaiion 
13iiis an individual IS subordinated to capita) 
not only as a seller ol labour powei but 
through their incorporation in multitude of 
social relations; culture, free time, illness, 
education, sex and even death, i e. no 
domain ol individual and collective life 
has c.scapcd capitalist relations. Further the 
commodificuiion has been accompanied by 
an increasing burcnucratisation of public 
life. Thu.s new forms ot subordination have 
arisen from this new* society, giving rise 
to new forms ol resistances (1985; 161-62), 
Laclau and Mouffc (1985) argue against a 
.sutured social ^ state that it is no more possible 
to fix any meaning ol any event indopendem 
of any practice of articulation. Thus there 
can be no a priori privileged point given to 
any antagonism, which arc themselves 


dfscurstvcly ctynstituied aiid undergo a 
process of constant displacement. In oilier 
words every moment of practice becomes 
also a moment of theorisation. The moment 
of theorisation and practice is no more 
deferred to any foundational moment either 
present in the past or in the future. What 
remains is the plural discursively articulated 
practice and multiple |>oinis ol antagoni.sms. 
it IS in these plurality of spaces that the 
NSM.s arise. 

All these theories agree on one chief 
character of NSMs-their discursiviiy. 
Indeed ul I the theoristsdit fer on the conditions 
of I heir emergence. For example, while 
Touraine and Mclucci explain I he conditions 
of iheircmergence in po.sl-indiistnnl .society, 
Habermas and Cohen attribute it tocapiialisi 
.societies, while Laclau and Moiilfc to 
advanced industrial societies ^ From the 
above discussion, we can summarise Ihe 
following; 

(1) .self rellcxivc character of NSMs; As 
slated bcfoie, NSMs display a eeitain 
rcllcxivity. However, this rcllcxivity doc.s 
not mean .sell enclosed relation On the 
contrary it establishes a coinmumcalive 
lelation with theothei -whichcomnuinii aic.s 
meaning to the olhci. 

(2) NSMs iclaiion with the truilr NSMs aic 
not mediated through notuuis ol ajii.iltly. 
Iiisiice and iiulli They pn'hlein.ilisc ihoii 
letalionship to truth Instead in sLiiiondciiiig 
theirrellexivepowei UMhelniih.lhcv lemam 
alert against the power relation that are 
clfccicd through the very claims lo he hue 
Throueti an inventiveness they peipeiually 
displace themselves vvuii leganl to iiulh. 
|3) NSMs rciaiion with the iheoiy NSMs 
are tnemscivcs :t moment ol iheoiis.ilion, 
riiev d<» iu»i depend loi ihcir exisiciiee on 
|)fior thcoiics ol emancipation. Tins docs 
noi mean that they invent new theory. What 
they invent is a new relationship to thcriiy 
The analysis ol NSM theorists show thai 
sinjcliirallv, a new self understanding within 
social mosements has emerged. NSMs 
struggle lor discursive slakc.s. They coiiiesi 
and struggle over cultural stakes, vi/,, 
‘meanings'. For the older social movements, 
the struggle ovei the meaning was itself 
.secondary in.sol ar as the meaning was always 
subordi naied and made in.strumcntal to higher 
goals, whether revolution or equality oi 
ju.sticc, etc. 

Although the initial impetus to women's 
movement came from univcrsalisi bourgeois 
democratic values of equality, liberty and 
lusticc. It has in its practice, gone beyond 
the parameters drawn by the above values. 
As Habermas (1981) says “emancipation of 
women means more than the merely formal 
attainment of equality and elimination of 
male piejudices. It means the toppling of 
concictc hie styles determined by male 
monopolies” (p 35). Further, ihc present 
trends within feminism cmphasiscdiftcrcnce 


Wirhpluml 

Asij»ctau and McHtlfe ai^uc. ‘^Femtni$m.., 
exists in muttipicfiirms. which depend upon 
the manner in which the antagonism i.s 
discursively constituted... lliere arc therefore 
a plurality of di.scursi vc forms of constructing 
an antagonism on the basis of (he different 
modes of women's subordination...’The 
forms of articulation of an antagonism, 
ihcrelorc, far from being predetermined, are 
the result of j hegemonic struggle” 
(1985.168) The recent emphasis on 
dilfcrcnce in feminism has led to discursive 
struggles, VI/., struggle and comcsiaiion over 
the meaning of the category 'woman'. In this 
.sense, we argue I hat the women's movement 
can be treated as discursive practice. 

hi’MiNisi FMANdmoRY Trajkoiory 

The second wave of feminism has created 
many emancipatory trajectories, each 
aspiring lo emancipate ihc subject ‘woman*. 
These iiajeclones have shown us the 
imporlaiKC ol looking al the struggles of 
rcpicseniation. inclusion and excliision 
imminent in the usage ot the category 
vvoiniiii’ One general point of this history 
h.is been the tension between search ot a 
ctimmon bond lor the struggle and the 
aiticulation ol dillcrcnce. This tension 
ailu’iilaicd by the logic ol complete idciUiiy 
and ihai ol Lompleie dillerence remains 
uiiiCNolved 

I'iie ccnital tenet ol radical Icminism is 
that gcndci inequalities arc the oiiieomc of 
.111 autonomous system ot patnaichy and that 
gLMidci inequalities aie the primary form of 
socmI ine(|iiahiv. Vhev also argue that 
patnaichy is a nmveisal system in which 
men diiminale women |Abbott et al 
I99(J‘2I7|. While radical leminism has 
uncoveied the ways in which even the most 
intimate and personal relationships are 
political - that is, are ptnver relationships, 
it has also been critiqued for failing to take 
sufficient account of the different torms that 
palriatchal rclationshijis have taken in 
diMcrcni societies, its tendency to discount 
the differences that exist in the experiences 
ol women from different social classes 
lAbboll et al 1990.2201. Thus it is argued 
that ‘gender’ as an analytical category is 
inadequate to understand women s 
oppression as also to stratcgisc around for 
women’s emancipation. The biological 
reductionism with emphasis on woman's 
body by some strands of radical feminism 
in spite of the distinction radical feminism 
makes between sex and gender is another 
ground for criticism. Socialist feminism 
attempts,to develop an analysis that 
rccogni.ses (hedual exi.sccnce of two systems, 
die ccoiHimic and the sex-gaider .system 
ITicse arc then analysed by applying Marxist 
concepts such as relations of prtKiuction. etc. 
to the domestic sphere. This analysis is 
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UiiTcren^ between 
wcimefi.^ In the priKesh siocialtftt feminists 
(itsplaced the unified concept of woman and 
included the class, nation, race, ctc% difference 
within ihc body of their analysis, in other 
words, socialist feminism has based its 
analysis on the experiential difference 
between women. We feel that the use of the 
notion of difference us experiential diversity 
is inadequate. We fully agree with the critique 
of Chhachhi and Piitin (MacMillan Press, 
forthcoming], viz. that socialist feminists in 
trying to accommodate these diltercnccs, 
have a tendency to stress the pnmacy of one 
identity over the other, or simply to add 
together gender, ethnicity and class as parallel 
identities based on parailef systems of 
domination, patriarchy, colonialism, racism 
and capitalism (p 82). Some of the work o1 
ihc.se .socialist Icminisis is cited to illustrate 
our contentions 

Some of these icminists have generally 
lollowed the standpoint perspective in their 
emphasis on dillcrencc hciwecn women. 
Slandpoini cpi.siemology perspective 
believes dial the less powerlii) members of 
soeieiy have the poieniial ioi a more complete 
view ol social reality ihan oiheis because 
their disadvantaged position grant.s them a 
certain epiMcnm privilege’ i)vci othcis 
INicLson .1 ld9();IO: Narayaii U 1989 262. 
Hawkcsw'orlhM hi89:516| These positions 
have on one hand allinned the validity ot 
different experience while on the olhci 
invoked vaiying degrees ol esscniiahsm and 
intellectual separatism. f*or example. Amos 
and Parmar’s essay (1984) tilled 
'Challenging Imperial Feminisin’, attacks 
the elhnocenriisrn and racism within the 
Icminisi movement. They slate “Fcminisi 
theories which examine oui cultural practices 
as feudal residues' or label us ‘tradilionar. 
also portray us as pol itical Iy i mmatui c women 
who need lo bo versed and schooled in the 
ethos ol western feminism. They need to be 
continually challenged, exposed for their 
racism and denied any legitimacy as authentic 
feminists" (p 7). They further challenge the 
analysis, theorisations and experience of 
white feminists m the area of family, sexuality 
and women’s peace movement. They say 
‘each ol these areas, in very different ways 
point lo the ‘imperial’ nature of feminist 
thought and practice" (p 8). 

These dissident feminists argued against 
the claims of universality of knowledge 
produced by western feminism pointing to 
the need lounderstandthcdifferencc between 
women ba,sed on race, class, ethnicity, etc, 
thus arguing for black Icminism a iKiluical 
identity, con.strucied in optxisition to white 
Icminism but which also suggested a common 
interest within and in opposition lo white 
feminism (Davis 1984:118; Amos and 
Parmar 1984:17-181 They not only argued 
lor a .separate black fcmini.st theory but also 
for a separatist political practice. In summary 


it can be said that although the above 
standpoint theorists argue against totalitarian 
theories and analysis, their own standpoint 
in tact leads them to build up an analysis 
that totalises that reality of biack and 
oppressed women. In short. .Hpeh a position 
simply means, in.stead of one totality, we 
have several totalities. In other words, it 
recreates a macro totalisations at micro levels 
under the guise of a politics ol plurtiliiy and 
dilfercncc. 

Here it might be u.scful to look at Barren’s 
(1987) elaboration on the concept ol 
difference. Barren dificrentiaies between 
three uses of the concept of difference. 
According to Barrett, the lirsi category ol 
difference is a recognition ol diverse social 
experience, i e. recognition ol difference as 
experiential diversity (p 30) The second 
general u.sc of the concept of 'dilfercncc’ 
can he be.si located hi.storically in the 
(undamentai insight of Saussurean 
linguistics, that meaning is constructed 
through linguistic opposition rather than by 
ab.solute rcicrcnce..,. i c. understanding 
meaning as con.structcd by position and 
relationship lhai is by dillcrencc (p 33). One 
ol the major achievements ol this appioach 
lo dilterenec has been to crilici.se and 
dccon.sliiici the iiniTied .subject’ (p35). This 
.ipproach ratherdenotesimillipic and shilling 
subject positions, i e. identity in a lliiid lorln. 
which (toes not ati.iiii a unity and is 
deconslriiilivc in its appio.ieh to gendeied 
subjcetivily The third diHcrcnci. laise.s ihc 
question ol the lixily ol sexual diHorence 
Iteriliquesthcc.ssciitiahMn in ihiiiKing about 
sexual idcniity and lecasis suhieeiiviiy and 
sexual identity in a fluid ioini (pp <7-3S) 

Socialist Icminismadtlresscs^mly ihe lirsi 
level of difference which is inadequate, since 
It rests on Ihc existence ol an 
episicmnlogically iinpioblcmalic icaliiy n( 
alcmalcsubjccl which leads loesscniiahsm 
It IS the po.si-slructurahsi cniique ol subject 
that truly dcsiabili.scs (to boriow the word 
trom Barrett and Philips) ihcoiy a.s also .iny 
emancipatory practice To start with, ihe 
po.sl-siructuralist cnliquc denies any stability 
and a unity ol any identity. In other words. 
It denies any cohcrcni conception ot identity 
and thus any concepnon ol a subject or an 
agency. For example, if everything is in 
motion and is in constant llux, i e, if the 
moment of unity is denied ai any point ol 
time, then how can wc ever hope lo have 
any theory, since any ihcori.saiion is indeed 
a moment of totalisationHow can wc ever 
hope to develop or have any emancipatory 
practice, since every .such practice needs to 
have a coherent subieci (i e, a unity and thus 
a moment of totalisation) to act as also to 
emancipate? To ask m Judith Butler s words 
"if there is no subject, who is Icll to 
emancipate?” (1990:327). If there is no 
.subject, then, on what basis can one talk 
about the concept of ‘men’ or ‘women’ 7 Can 


we do away with the cssentialism ‘that ibe 
use of concept may imply? 

Feminist theory and praxis rests on the 
concept of ‘ woman ’. The question that needs 
to be asked is; from where docs the concept 
of ‘woman’ gels Its meaning? What is it to 
be distinctively 'woman’? In a feminist 
discourse, the word woman’ denves its 
meaning out of gender ditferentiation. Thus 
Ihe concept of gender is immanent to any 
leminisi project without which there is no 
one gendered subject (female subject) lo 
either act or lo liberate. However, if we arc 
problemalising this category itself as Judith 
Butler' docs, then on what grounds can one 

u. sc this category woman’ without being 
esscniiuli.si and using it in such a way that 
docs not have exclusionary implications? 
The above analysis then suggests that, 
critique of subject, when applied to feminist 
theories, means more than a.ssuming the 
multiple and shifting identities of a unity 
called ‘woman’. As Butler .says (1990:327), 
“the political critique of subject” questions 
"making a conception ol identity into the 
ground of politics, however internally 
complicated”, since "it prematurely 
forecloses the possible cultural articulations 
ol subject-position'' existing prior to its 
discursive articulation. The above critique 
ot the subject thus forewarns us about giving 
the category ‘woman' a foundationalisi role 
oven when wc allnbute lo the category 
multiple .ukI shifting subject positions. 

.Some t>l the Icminists have made an 
impoiiant aticnijn to address some of the 
posi siiuciuialist criticism and provided 
valuable di.scussioii and insights on feminist 
iheoiiMligand organising. However, despite 
such important contributions ihc.se feminists 
often pay the pnee of theoretical 
inconsisiencies. in.solar as they do not take 
denial ol a coherent subject to its logical 
conclusion Instead they limit Ihcir analysis 
to multiple and shitting identities of the 
Mibjccl Wlial we mean by the above is that, 
thcon.saiions which considei multiplicity a.s 
a sphiucrcd umly, in effect, often retract 
Irom di awing the con.scqucnccso( deceninng 
the subject in terms of multiple and shifting 
identities. We exemplify this contention by 
the following: 

Fia.ser and Nicholson hrguc that post¬ 
modernism need not demand elimination of 
all theory. According lo them the key is lo 
idcnlily the type of theorising which are 
inimical lo cssentialism Thus they say 
‘‘ihconsing which is explicitly historical, 
that IS, which situates its categories within 
hi.stoMcal frameworks less easily invites the 
dangers of false generalisations than does 
theorising which does not” (1990:9). They 

al. so add that ‘Posimodcrn-fcminisi theory 
would dispeowse with (he idea of a subject 
of history. It would replace unitary notions 
ol woman and a feminine gender identity 
with plural and complexly constracted 
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conc^kmsofsckdal identity tiieiiiling£6ii^ 
zs one relevant strand among others, 
attending also class^ race, ethnicity, age and 
sexual orientation (1990:351. Fraser and 
Nicholson also point to the usefulness of 
such theorisation on feminist practice. They 
say: 

Such practice is increasingly a matter of 
alliances rather than one unity around a 
universally shared interest or identity. It 
recognises that the diversity of women’s 
needs and experiences means that no single 
solution, on issues like child care, social 
security, and housing, can be adequate for 
all. Thus the underlying premise of this 
practice is that, while siune women share 
some common interests and face .some 
common enemies, such commonalities are 
by no means universal; rather they are 
interlaced with difference.^ even with 
conflicts. Thi.s. then is u practice made up 
of a patchwork of overlapping alliances, not 
one circum.scribahie by an essential 
definition. One might best speak of it in the 
plural practice of feminisms <I99():35). 

White their framework i.s able to evade 
some of the criticisms levelled against 
socialist fcmini.st theories, they do this at the 
cost of theoretical incon.sistcncies. They 
recognisethai women huve dilTcrcnt interests 
due to the diversity of women’s experience. 
However, the questions about where the 
category woman gets its meaning, remain 
unclarihed in their theorisation. To that 
extent, they make an unproblematic u.se of 
the category 'woman' even while arguing 
for plural conception of stKial identities. 
Thus, in.solar as they dt» not prohicmatise 
the ’meaning’ of the category 'woman* they 
loo in the final instance, give meaning to 
their category on the basis of gender 
differentiation. Indeed it is this a priori 
formulation ot the category women that gives 
a stability, unity and coherence to the uiistahic 
concept of woman that they formulate. The 
unstable formulation of the category woman 
is proposed and used by Fraser and Nichol son 
in their analysis to overcome the -post- 
struciurali.st objection to the notion of the 
subject, i e, the use of category woman as 
a coherent female identity to analyse the 
cause of women’s oppression and suggested 
practices to overcome it. However, their 
own formulation does not live up to the 
criteria through which they criticise others, 
since their formulation of women as ’’plural 
and complexly constructed conceptions of 
social identity’* too has a a priori coherence 
and unity to it, which thus can be critiqued 
as foundationalist in essence leading to 
exclusionary practices |sce Butler’s critique 
of the category women]. Indeed it is this ’a 
priori' cohemice and stability given to the 
concept of woman that allows the authors 
to treat women as subjects with different 
interests, in spite of their declaration to 
’’dispense with the idea of a subject”. We 


fttily iqipreciate the moral 
these authors to retain acoherent and itnifiod 
sut^^tindcrtheoverarchingierm *woman’, 
but they realise it at the loss of theoretical 
consistencies. Some others who can also be 
critiqued for similar inconsistencies are 
writers like Di Siefano (1990). 

Others have deconstructed the concept 
woman but have argued the need to use it 
strategically (Spivak G, quoted by Butler 
1990:325]. Spivak (1990:109) has suggested 
that feminists have tobe strategic cs.sentialisis 
by using the irreducible moment of 
essentialism as part of one’s strategy. In our 
opinion the use ot .strategic essentialism 
posits some important questions. In the first 
place, there is a question of who this 
anonymous user of strategic essentialism is 
gi>ing to he. Secondly, such a formulation 
then gives ultimate authority to the person 
using the concept to use it in a way s/he may 
want to. Under the rubric of strategy, it 
recreates totali.sing moments at the level of 
strategic players. Strategic csscniialising, 
trying to critique the subject, re.storcs a much 
more stable, calculating and sell-assured 
.subject as the player of the strategy. Indeed, 
any advocacy for the strategic use ol concept 
woman presupposes an objecti ficuiion ol the 
subject by a supposedly objective subject 
(having an attribute of (he siihject having 
total mastery and caiculability). thus denying 
the .social proces.ses which esscniially 
mediates any construction. 

In our view, any theoretical articulation 
of eniunciputory politics needs a notion ot 
'agency' ora 'meaningfully acting.suhjeef. 
A discourse analysis with emancipatory 
interest cannot do away with u notion ol 
agency, which it tries to empower and 
emancipate. However, this very intere.si in 
emancipatory praxis motivates us to 
undertake (he critique of a unified subject. 
The question that (hen confronts us is, how 
do we reconcile the above two contradictory 
impul.scK. To be able to do this, wc work 
with the notion of a unified subject, but 
decentre it. without granting it any 
foundationalist status in our political practice. 

The critique of totality is fashionable today. 
It is also true that this critique of totalisation 
is motivated by emancipatory praxis, because 
totalisation leads to exclusionary practices. 
It excludes the non«idenlical particular. 
However, wc should not ignore the ethical 
impulse behind such totalisation. The concept 
of totality is expected to bring the contingent 
and splintered particular in to an un-cocrced 
unity. This is required to preserve the isolated 
particulars from dependency and anonymity 
and to strengthen them with solidarity and 
autonomy. However, today we know that, 
this emancipatory gesture undertaken by 
totalisation is premised with coercion. But 
a critique of totalisation should not push us 
behind the normative concerns already 
articulated by the concept of totality. So our 


task HI aplifilQr all toialttifss tb a 
bisj^bn ot 

to the vagaries of their fare, but to displace 
it from the eemre of our ematicipiaiiry 
practice. This is important, hecauselheobject 
domain of our study contains eihancipaiory 
theories which makes totalising claims. Our 
intention is not (o demand that these theories 
do away with the concept of totality. They 
arc what they arc because of their totalising 
claims. Our task is to chart out an etTective 
way of intervening into their lerrain withcHit 
making yet another totalising claim. 
However, if we deny ourselve.s the concept 
of totality by expunging it from* our 
theoretical framework, wc would deny 
ourselves access to the politics of the most 
cmcial openition ol Chose discourses wc 
attempt to .study. Wc would thus like to work 
with the concept of totality, i c, a notion ol 
unified subject but displace their effect from 
our polil ical practice. This we do by granting 
the unified subject an 'imaginary* existence. 
It is fh this way (hut wc would like to 
reconcile the critique of the subject with 
emancipatory politics which npeds acoherent 
conscious subjcci agency. • 

We would argue that .strategic essentialism 
( 1 C. use of (he category woman strategically) 
can he deployed, without having the politiciil 
implicuttons mentioned earlier, by not 
grunting or denying the anonymous u.ser a 
mastery over its use. In other words, only 
by throwing its user in to an uncertain, 
unstable icrrum, thereby dc-stabilising the 
user, cun wc weaken (he impact of any 
exclusionary implici^tions that any 
strategically deployed formulation of the 
category woman may have on political 
practice. This can be done by granting the 
totality 'woman*, an imaginary dimension. 

This idea of 'imaginary* is used by 
Chandra Mohanty. toovcrcomc the essentia¬ 
lism that any idea of totality may posit. 
Chandra Mohunty. a US-based .scholar of 
Indian origin, gives 'third world women* an 
imaginary status. Mohanty .critiques western 
feminists for objectifying third world 
women in their quest for seeking to uncover 
the universality of women’.s subordination. 
She states that ’’besides being normed on 
white, western (read progressivc/moiiem)/ 
non-we.sicm (read h^ckward/traditional) 
hierarchy, these analy.«^‘*^i c, by western 
feminists) '’freeze third world women in 
time, space, and history” [Mohanty 1991:6]. 
MohaiUy also states that ’These aiguments 
are not against generalisations as much as 
they are for careful, historically specific 
generalisations responsive to complex 
situations” (1991:69). Thus as such, she 
docs not a priori negate the possibility of 
any cross cultural theorising. Mohanty 
(1991) also accepts that third world women 
do not constitute any automatic unitary group 
(p7), and argues for an imafinedcommunity 
of third world opposttiooal struggles. She 
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Uea tuiaghied comnmnlty'h 
U 9 ^ul hccuute it leads us aWay from 
esaentiaKst notions of third world feminist 
stiiuiH^es, suggesting political rather than 
biological or cutturai bases for alliances. 
Thus if Uhoi colour or sex which constructs 
the ground for these struggles. Rather, it 
is the way we ihitik ahaut race, clasa and 
gender ^ thepoliticol links we makearhong 
and between .ntniggies** (emphasis mine) 
(P ^)r 

By giving thiid world women an imaginary 
status. Mohanty denies the category third 
world women a foundational status through 
which political struggles are organised, 
instead the category third world women is 
discursively organised through common 
context.^ of oppositional struggibs. The 
moment of totalisation, i e. conception of 
third world women, no more determines the 
political practice, that is, it is denied any 
foundational status. Mohanty thus manages 
to steer away from the charge of being a 
foundationalist and at the same time retains 
the concept ot u meuningrul agency. 

Laclau and MoulTe (1985) develop the 
idea of imaginary .still further in relation to 
the notion of subject. Di f fcrcni theories have 
related with the idea of society in different 
ways. Society, it is argued, is a group of 
people living in particular territory and 
subject to common political authority. 
Foucault argue.s that one of the discovcrie.s 
of political thought at the end ol 18th century 
was the idea of society. The idea ol siKiety 
meant that "'government not only deals with 
a territory, with a domain, and with its 
.subjects, but that it uLso has lo deal with its 
complex and independent reality that has its 
own laws and mechanesms of reaction, its 
regulation as well as its pos.sibility of 
di.sturbances. This new reality is society" 
(1984:242). In other words, after the end of 
18th century, society was understood as self- 
regulating and self-disciplining. This shift 
in thinking also meant that .society could be 
manipulated if one can reflect upon its 
specific 'characteristics’, 'constants' and 
'variables’. It is this understanding reflected 
in the idea of 'society’ as a totality that was 
appropriated by the emancipatory politics, 
lor emancipatory purposes. Thus, the liberal 
os also Marxist pitiKcupation with the idea 
of society as totality, through which, it 
believed links to the loCat could be made. 
Marxism thus thought that these Maws of 
governing' of the society could be found out 
through analysis of this totality cal led society, 
which then could be manipulated and 
mastered by emancipatory politics for 
emancipafory purposes. It is in this mode 
of thinking abom society, that emancipatory 
politics gave totality’ or society a foondifig 
function in oiganiaation of politics. 

Laclau andMihif(b( l98S)tiilbeir analysis 
do away with the conception of society as 
a foumhiig totality of its paitial processes. 


ttadfliaii 

but isdbcuiiiveiy produced, tlicy thus do 
away with toy essentiaHst approach to 
society and social relations. It is discursive 
strubiure that constitutes and organises 
society and social relations. This discursive 
structural formation is seen by them as 
ensemble of differential positions in a 
Saussurean sense. The diffeienttal elements 
in the language (structure) enter into an 
articulatory relation with each other in a 
practice of articulation. Itisinthearticulatory 
relation that elements become moments from 
which dlscourseseinerge. Laclau arid Mouffe 
call this structured totality or unity, resulting 
from the practiceof articulation asdiscourse.” 

They further argue that this transformation 
of elements into moments^ is never complete. 
In every discursive situation there exists a 
'surplus of meaning* (elements in language) 
which subverts the very discourse it 
constitutes. This they call as field of 
discursivity (pill). This (however) means 
that ultimate fixity of meaning isHmpossible, 
thar is the transition from eibhients to 
moments is never complete. Thus discursive 
formation for them is never a sutured totality 
(p 107). Buc.thcy argue, that thereisapartial 
fixation of meaning at any given point of 
time. Every discourse is an attempt to 
dominate the field of discursivity. to arrest 
the (low of differences to con.struct a centre. 
These privileged di.scursive points of this 
partial fixation is what they call as nodal 
points (p 112). 

The nodal points give meaning and 
coherence to any communication which in 
itself has an impermanent content. Thus for 
them, "practice of articulation, therefore, 
consi.sts in the construction of nodal points 
which partially fix meaning; and the partial 
character of this fixation pnKcecLs from the 
openness of the social, a result, in its turn, 
of the constant ovcrllowing of every 
discourse by the infinitude of the field of 
di.scursivity** (p 113). In other words, 
discourse is an ulicmpt to fix a centre to a 
circumscribed field, hui this very operation 
add.s Mimclhmg to the field and throw.s it 
open. Fnim this wc .suggc.st that for Laclau 
and Mouffe. '.social* refers to an articulation 
exi.sting at an imaginary level. 

As opposed to a view of subject as a unity 
and homogeneous ensemble of its pasitions, 
they use the category subject in the sense 
of subject positions within a discursive 
structure. Thus, the .subject for them is not 
the origin of social reiationseven in a limited 
way since any experience of the subject 
depends on precise discursive conditions 
that makes expenen^ possible. Since every 
subject position is a discursive position, 
various subject positions remain dispersed 
in regards to each other. Thus there is no 
predetermined relation of one subjeot posi¬ 
tion mtheanother.'IVsubjeakdtscuisively 
constituted and has a pre-discursive 


baekgimmd* But dds dues not mm ^ 
nothing can be said about the c&nom f^ 
subteci. We can show subject's (kMlitkm in 
discursive praaices and also the felatton of 
one subject position to another. Thus in spile 
of dispersion, which makes the stability or 
fixity of any subject position impossible, 
there exists nodal points which give a poiliai 
fixity to the subj^t position. 'Man' is one 
such nodal point through which social 
practices havebeen articulaied. in the similar 
vein they talk about the subject of feminisiii. 
At one level they reject the notion of a 
preconstitued category 'woman'. On the 
other hand they also maintain that the 
category 'woman* is produced in the fidki 
of dispersion of subject positions. They 
argue that "Once female sex has come to 
connote a feminine gender with specific 
characteristics, this *imagmarysignificadaH' 
produces concrete effects in the diverse 
social practices" (emphasis mine) (p 1IS)^' 
In other words they give the category gander 
an imaginary dimension partially fixed 
through what they call as nodal point. This 
theoretical manoeuvring tton allows them 
to use the category women whilst at the same 
time criticises the idea of an original 
antagonism between men and women, 
constitutive of sexual divirion, without 
denying that in the various forms of Che 
construction of femininity, there is an effect 
of sexual division (p 118). In this way, 
Laclau and Mouffe are able to overcome the 
critique of the subject, and at the same time 
are tole to work with the notion of the 
subject, by giving it an imaginary existence. 

In our view, some important consequences 
follow from the analysis developed by Laclau 
and Mouffe for our purpose: 

(a) Thepracticeof articulation, whichcomiats 
in the construction of nodal points which 
partially fix meaning allows us to retain and 
work with the notion of ameaningfulagency, 
while not granting it any foundational status 
in articulation of any sui^t position, given 
the fact that the field of discursivity always 
subverts any discursive aiticuiation. 

(b) By making all practicesdiscursive, Laclau 
and Mouffe make room for intelligible 
articulation in every moment of pracdoe. 
This overcomes the dichotomy between 
theinry and practice; i e, non-discursi ve blind 
practice on one side and a theory trying to 
make it intelligible from ouuidc.ThisLacliu 
and Mouffe find discourse everywhere. 

(c) Since all practices are discursive, 
cmai^ipatory theories need not find their 
way to practise as if from outride, through 
consciousness of the actors."* 

(d) In a similar vein, Laclau and Mouffe 
uncoverthe false pretensionof emancipatory 
theoriftt. Theories amjurioiieeffixt to master 
the discursive territory which all practioes 
traverse. It is not that people struggle for 
their material tnteresuandtheorieseidisliteo 
them from a neutrsd vantage point. Theories 
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tbdnuM^hes are ithjplltiiaied in cM anmggie. 
They too contest to gain access lo the 
imagined centre of the field of articulations. 
However, that to which they struggle for is 
an imaginary centre. This makes their 
struggle a game. It also means chat 
vanguatdtst positioning of the theory is a 
shuctural impossibility. 

(e) Theories will not be judged by how much 
of the social totality they illumirtate because 
no siich totality exists, but by what effect 
they produced in the unsaturaied terrain of 
discursive practices. 

Laciau and Mouffe's analysis overcomes 
the critique of the subject without suggesting 
the death of the subject. As we have argued 
earlier, strategic essentialism. not leading to 
exclusionary practices is only possible if we 
consider the strategically articulating user of 
the category women as dosiahilised subject. 
Laciau and Mouffe’s framework allows us 
tocomsider the .strategically articulating user 
Of the category women as a destabilised 
subject. 

So far we have looked at the feminist 
emancipatory trajectory, the accompanying 
tensions of exclusion and inclusion in the 
usage of the category woman, the search for 
a common btmd for the struggle and the 
articulation of dilYerence, Wc have argued 
that this tension can be overcome, by treating 
the category woman as an imaginary 
category. By treating the category woman 
as an imaginary category we allow for the 
different articulations around the category 
woman. This means that .struggles and 
contestations over meaning of the category 
woman are ov^m* this imaginary wiiman. 
Indeed, in the ftniil instance, we argue that, 
it is because this imaginary woman is taken 
as a real woman that struggles over 
repfesentation over the category woman Itavc 
divisive and .sectarian elTecis in the teminisi 
politics. 

Next we will examine the implications of 
tftaitng the category woman us an i magi nary 
category for feminist practice. In particular 
wc will explore its implications on notions 
of emancipation. 

Bowi£a. EmvowfjiMfxt. BMANciFAnoN 
ANb EMANnrATI(IN.S 

The concept of power can be most 
commonly associated with the capability to 
achieve something. Classical Marxi.sts have 
always a.Hsociated ptiwer with asymmetry. 

I e. ina ficldofdomination and .subordination. 
Power is thought to he untdimensional and 
unidirectional.»e. its flow is al ways thought 
to be from dominant dominated. Power 
operates through idco|bgtcal distortions. In 
thi.s perspeoiive. power works to distort 
knowledge in the imefest of the dominant. 
This discourse thus regards a 

negative sense. Biat is power to repress. 
Power operates in a centralised and linear 


wi^. The aotldii of ^eniaiicipatiM^ ivbifdi 
with Bie notion **what ouf^ i e. 
an ideal state to be reached. 

Aflenumdpatoiy theories haveanormaiive 
framework. Classicalemdncipatoiyiheortes. 
like Marxism, have siolions of equality and 
symmetry in their normative framework. 
Within this framework, then empowerment 
means working towards this symmetrical 
relation. Thus wiUiin this framework, notions 
of empowerment work towards redisiributitHi 
of power, i e. the attaining of certain 
equilibrium and symmetry. In other words, 
within this discourse, 'empowerment* means 
either giving 'more power* to dominated or 
taking off the power of the dominant so a.s 
to attain this symmetry. Whether the notion 
of power is instantiated in the rhetoric of 
repre.ssion or instantiated within the 
framework of empowerment, i c. attaining 
of symmetry, power can operate only within 
an asymmetric relation.ship. The nortnative 
framework of thc.se theories assumes that at 
the level of symmetry, there will he equal 
power for everyone, i e. power will be a zero 
sum game. 

In our view, this mmnativc framework iir 
itself offets us a negative notion ol power 
since in an idciil condition it is assumed that 
power i.s either di.sxolvcd or nciitrali.scd. 
Such an undcrsiuiKling of power, then cannot 
handle a radical notkm of diflcrcncc since, 
every difference is in (he final instance 
subsumed under the milion ot symmciix. 
Thits. here vlitl'crcncc is granted only within 
an identity. In4Hir view, (his logicidentity 
actually supprcs.scs and dentes dtllciencc. 
since all dillerence is in the iin.il instance 
h4)ughl mil) iillimaie iinily and neutralised. 
'Phtis such a miluiii 41I p4iwoi cannot give 
a pnmoniial siaius to (Ik logic 01 dil rcrcncc. 
A radical notion 4tf dilfercncc means 
understanding difrcreiice as irrcdueiblc 
particularity 4if cniilics in 4)ilicr W4>rds 
difference as indivisible and mcxiuuisiihic. 
In the C4>ntcxt iif our discussion 4 m the 
category 'woman' in the earlier part of this 
article we have seen the dangers ol exclusion 
and suppression which accompany any 
atiempt i4> reduce dilfercncc into unity and 
identity. In the light of this cmaneipu(4>ry 
practice needs (o work with a radical notion 
of difference articulated above. Needless to 
say. such aperspective then needs a radically 
different notion of power as also of 
emancipation. 

To develop such a perspective, wc will 
discuss the perspectives on power provided 
by Gram.sci and Foucault. Gram.sci u.ses the 
conccpiof hegemony todtscuss (hcopenition 
of power. Instead of one contradiction, 
Gramsci argues that there are multiple 
comradictinns and anlagiint.sms in the society. 
He uses the concept ol' hegemony to show 
how power operates through these plurality 
ot' amugam.sms and multiple social agents. 
Gromset using the concept of hegemony 


ahowa tliK power operiliea 
cofiaent of the oppiea^ Ifgtmgh a vdiole 
rimge of the ideological fieid ofcdltuie^ The 
conce}Hion of hegemony makes power 
dependent upon a nuAual recognltioii; i e. 
consent cannot always hea fabricated notion. 
In other words, power dpes not work through 
crude coercion. It needs an agreement 
between social agents. Further, by arguing 
that hegemony works through culture, 
Gramsci opens up a struggle for cultural 
stakes. This 4 leads to the following 
consequences: » 

(a) This formulation then argues for 
liKalisation of struggle since struggle has to 
be fought on concrete terrain of cultural 
representations. 

(b) Hegemony calls for locali.sation of theory 
U.S mi meta theory can tell us how to conduct 
locali.scd .struggles over cultural 
representations. Gramsci thus develops a 
new understanding of an intellectual and the 
role he/shc plays in the construction of any 
.struggle. 

(c) Hegemony refi^rs to a notion of dispersed 
power in.stcad of ccnirali.sed power, since 
'culture' in itself is vast complex terrain, 
likened lo a system of symbols which enable 
UN to give meaning to our life. 

The above consequences, viz. iocaiisation 
of theory, locali.sation of .struggle and 
disticrsiiH) 4»f power show.s that Gram.sci 
attempts to give 'difference' some centrality 
within his overall perspective of struggle. 
However, (his raJicahty of Gram.sci too has 
its limii.s, in.s4irar as he Um) argues for a 
vanguard party of proletariat, who alone will 
bo able t4> lead the revolution. Thus, although 
Gramsci gives a centrality to di fference within 
hi.s overall struggle perspective, he too, in 
(he tuial instance, docs not grant these 
struggles an autonomous existence as he 
argues that they he .subsumed under the 
economic logic through which (hc.sedifferent 
struggles retain their coherence. Thus 
although Gramsci works with a dispersed 
notion 4>r power, he kmx in the final instance 
gives the working of power some kind of 
a ccnirali.scJ status thriMigh the notion of 
'revolution' to be led by proletariat. 
Gram.sci'.s normative framework too provides 
us with a iogicof .symmetry which in actuality 
suppresses the difference, insofar as theclass 
identity in the last instance subsumes all 
other identities in this moment of symmetry. 

Foucault, a more recent thinker of our 
century, radicalises the notion of power and 
goes fur beyond the insights pnivided by 
Gram.sci. Foucault loo through hi.s analysis 
argues for localisation of struggle, 
localisation of theory and a dispersed notion 
of ptvwer. For Foucault, power operates tn 
a dispersed lashkm through di.scourses. 
Di.scourses arc an effect of power. However, 
in spile of these ahiive stmilariticK. there arc 
important differences between thciranalysis. 
A cfucial shift occurs when Foucault cbange.s 
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Il]^ jiifla 
d^iiomm. CSfamsci works wi^ dispersed 
notion erf* power, Ihroui^ the concept of 
cuituie and leimuos within the fnaneworic 
of Ideology. T^s he cwiiiol make a cnicial 
shift io dtsooufse and its relation to power. 
Through this shift Foucault is truly able to 
radicalise the coneqa of power. Oramsci 
builds up a power-culture network. Thus for 
Oramsci, power works by consent. For 
Pbucault, power works by 'truth*. He argues 
"power must be analysed as something which 
circulates, pf rather as something which only 
functions in the form of a chain. It is never 
localised hete and there, never in anybody's 
hands never appropriated as commodity or 
piece of wealth. Power is employed and 
exercised through a nec-like organisation*' 
(1980o:98). Foucault thus presents us with 
a notion of power as isolated dispersion 
effects which cannot be bought under unity. 

One of the criticisms made against 
Foucaultian notion of power is that, since, 
power is radically dispersed, it cannot hope 
to be organised. Such a notion of power thus 
cannot explain how power gets to be 
organised: how it becomes a locus for 
domination; how it has an effect of 
domination. His argument that power acts 
in highly dispersed fashion, docs not allow 
him to demonstrate the micro-macro effect 
of power. Here we^um toLucluu and Mouffe, 
who, in (Hir opinion, while retaining the 
insights of Foucault, arc .still able to account 
the micro-macro effects of power. They in 
their theorisation combine the rodicaliiy of 
Foucault with that of Grumsci and arc yet 
able to overcome some of the pitfalls and 
weaknesses in their formulations. Laclau 
and Mouffe arc thus able to build up u 
perspective of emancipiUory practice which 
brings together u radical notion ot power and 
a radical notion of difference. They do this 
by developing on Gramsci's notion of 
hegemony and Foucault's use of di.scourse. 

Laclau and Mouffe (1985) develop the 
Gramscian notion of hegemony further. They 
argue that in Marxist political practice, the 
class identities maintain a hegemonic identity 
over alt other subject identities. They bring 
in the notion of 'hegemony* to show how 
this hegemonic identity is maintained. They 
trace the genealogy of the concept of 
hegemony in the Marxist discourse and argue 
that the Marxist discourse offers two 
conceptions of hegemony - viz, democratic 
and authoritarian. They argue that the logic 
of hegemony demands that working class 
which aspires hegemonic status, abandon its 
class ghetto and transform itself into the 
articulator of multiplicity of antagonisms 
and demands, stretching beyond itself. This, 
they ciUasdempcratic practice ofhegeiiKMiy. 
In^Cramsdan formulation of hegemony, 
demmnticpracttcecd^hegemony takes place 
through the practice of articulation and 
insofar as Gramsci argued that the working 


classcan become a leading class to theextent 
it succeeds in gaining the consent of the 
broad peasant masses. In this aense, class 
hegemony isacomin^nt lesubof hegemonic 
aiticulations not guaraiaeed by any law in 
history. This formulation recognises that 
diverse social elements have a merely 
leladonal identity, hegemony being achieved 
through articulatory practices. 

As we have seen for Laclau and Mouffe, 
the 'structured totality* resulting from the 
practice of articulation is discourse. Here 
Laclau and Mouffe depart from Foucault, 
while maintaining the essence ofFoucault's 
radicality. From this notion of discourse. 
Laclau and Mouffe argue that there can be 
no distinction between the discursive 
practices and non-discursi ve practices. They 
critique Foucault for making such a 
distinction (1985:107). They thus connect 
the emergence of hegemony with discourse 
through articulatory practices, that is "a field 
where the 'elements’ have not crystallised 
into momcni.s” (1985:134), They argue, "it 
is because hegemony suppo.se$ the 
incomplete and open characieV of the social, 
that it can take place only in a field dominated 
by articulatory practices" (1985:134). It is 
in this condition for the emergence of 
hegemony, that Laclau and Mouffe find the 
po.ssihili(y fora radical democratic practice 
of hegemony, that goes beyond Gramscian 
formulation of democratic practice of 
hegemony. They call this notion of radical 
democrat ic practice of hegemony as '"Radical 
Democracy*, which then stands for radical 
emancipatory practice. MoulTet 1988), uses 
Gramsci's principle of 'cxpun.sive 
hegemony’ and argues that an expansive 
hegemony links demands by diflerent groups 
with all other democratic struggles to 
establish a chain of equivalence. .She states: 

the wider the chain of equivalence, the wider 
the democratisation of siKiety and the wider 
the collective wills to be built on that basi.s. 
Then it would be unthinkable for workers 
to fight for their rights only and not, at the 
same time, for the nghts of gays and women. 
It is important to reiterate that what makes 
a struggle democratic is not where it comes 
from but the way it is articulated with the 
other democratic struggles. Yet such an 
expansive hegemony must respect the 
autonomy and specificity of the denoands of 
different groups. It is not just a matter of 
saying that all those demands are implicit 
in the demands of the working class; that 
once the working class comes to power, 
racial,sexual, and gender contradictions will 
disappear fMouffe 1988:103]. 

The above Tormulatibn by Laclau and 
Mouffe achieves the foMowing results from 
the point of view of our discussion on power, 
empowerment, and emancipation: 

(a) Power works through discourses. It does 
not work in a linear and centralised way. 
There is thus a dispersion of power and 


mblfibltcatidnof political 
never be a zero sum gahfie. 

(b) PoWer emanates indfscuitiveaiticult^^ 
and thua there cannot be a priori 
understanding of power as liberatoiy or 
repressive. 

(c) In this understanding of power, 
empowerment ceases to be a simple 
redistribution of power or taking Off the 
power from the oppressor. The notion of 
empowerment as 'power* leading us to 
symmetry is given up. 

(d) The concept of radical democracy is able 
to provide a normative framework which 
enables an emancipatory practice. At the 
same time, if has a radical notion of difference 
at the core of its practice. 

(e) The normative framework of radical 
democracy grants difference a primordial 
status in its practice. It understands difference 
as irredudble, where each plurality of identity 
finds within itself a principle for its own 
validity. 

All this then means that the notion of 
emancipation undergoes a radical change. 
Wc can no more talk of an 'emancipation*. 
Instead, we have to talk of the different 
forms of "emancipations*. This position thus 
argues that there can be no 'one* privileged 
struggle, no single origin to all forms of 
domination. It argues against any creation 
of hierarchy of struggles, in other words, it 
argues for a radical notion of emancipation 
which has the politics of difference at its 
core. 

The radical notion of emancipation with 
the politics of difference at its core thus 
assumes important implications for a 
feminist practice. The category 'woman* 
acting as an imaginary one is articulated as 
'fragmentary wholes’ through practices of 
articulation. The 'imaginary woman* acts as 
a horizon to these fragmentary wholes. This 
does not mean that we can predetermine the 
direction in which this imaginary would 
operate. In other words, the 'fragmentary 
wholbs* around the category 'woman* are 
discursively organised through practices of 
articulation. It is in articulation that the 
discursively organised category 'woman* 
gets its character Feminism would thus exist 
in multiple forms depending upon the way 
in which the antagonism around the category 
.'woman* is dt.scursively constituted. Iliis 
would mean a plural practice of feminism, 
i e, plurality of discursive forms of 
constructing an antagonism around women’s 
subordination. In other words, we could 
now think of different forms of women’s 
emancipations instead of women’s 
'emancipation*. 

So far the attempt has been to develop a 
conceptual framework whidi will give the 
politics of difference a central place in 
feminist practice. In the process we have 
displaced the foundationalist role of theories 
of ehiancipation (heit leintnist theories) on 
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«mafipk»t<iry poK^ Iiiftead weaispetliat 
as NSMa, woitm^s movement and fendniet 
emancipatory piacdee can be 
a diacursive practice, i e, we make a nxNn 
for intelligible artiiailiation in every moment 
of practice. In this way the dichotomy 
between theory and practice is overcome. 
TMs makes any vanguardisi positioning of 
theory a stmcmral impossibility. However, 
theories stUi oomest to gain an access to the 
imagined oentie of die field of articulations. 
This makes dieir struggle a game since what 
they struggle for is an imaginary centre. 
Feminist meories struggle and comest the 
meanifig of the imaginary centre 'woman*. 
It is because this 'imaginary woman* taken 
a *real woman* that struggles over 
• repmentaftonofthecategory'woman'have 
divisive and sectarian effects in the feminist 
ptditics. 

Understanding the category 'woman* as. 
an imivinary could open up a possibility of 
plural practice of femim.sm. By treating the 
category woman as an imaginary, wc allow 
for different articulations around the cate- 
go^ 'woman*. These different articulations 
could be taken as plurality of different forms 
of constructing an antagonism around 
women's subordination. These different 
articulations could on one hand he a basts 
for localised plural emancipatory struggles 
anmnd the discursively organised category 
'woman* and on the mher could lead us to 
a coalition politics thus creating a chain ot 
equivalence by linking different democratic 
struggles. In other words, it could lead to 
a plural practice of feminism, without 
suppressing the difference. 

Ill 

*Wonuin* of Women’s Movement 
in India 

DlSCtHJHSE <N< NaTIONAUSM AND 
PdUTin.SATKtN OF Womi^n's Quesiion 

A Rs 300 fine was levied Tor the insult 
to the national flag while a Rs 50 fine was 
thought sufficient for molesting a dalit 
woman. This was in the early I97()s. A 
comparison between these two court 
decifttons is symbolic of the ironical relation 
'naiionalism* has with the different groups, 
disses, castets in the country, namely, the 
dalitfti women, adivasts, peasants and all 
those who ore socially and economically 
disadvantaged. Nehni, India's first prime 
minister recounts in his memoirs of freedom 
struggle; 

Often as I wandered from meeting to 
meeting... a great roar of welcome would 
greet me: Bharat Mata Ki lai - Victory to 
Mother India! t4ifOiiUaaklhemtinexp^^ 
what they meant by that who was this 
Bharat Mala, Motfier India, whose victory 
they wanted? My question would amuae 
them and surprise thok an|lheA nm kno^ 


otadly what to answer, they wouW Msk at ' 
each other and at the. 1 persisied in my 
questioning. At last a vljpmus Jat wedded 
to the soil of immemorial generations would 
Say that it was the dharti, the good earth of 
India, what they meant. What earth? Their 
particular village patch, or all the patches 
in the district or province, or in the whole 
of India? And so questuHi about answer 
went on. till they would ask me impatiently 
to tell them all about it. I would endeavour 
to do so and explain that India wa.s all this 
that they had thought, but it was so much 
more... what counted ultimately were the 
people of India, people like them and me. 
who were spread out all over (his vast land. 
Bharat Mata, Mother India, was essentially 
the.se millions of people, and victory to her 
meant victory to these people (pp 4K>49). 

The above utterance shows the wide gap 
existing around the perception of 'what is 
India*, between Nehru and the niral masses, 
i e. 'peasantry*. While for peasants in the 
meeting, India was symbolic of the soil on 
which they lived. Nehru consimcicd India 
a.s an 'imagined community*" ol millions 
of people: people related to each other 
through this imaginary construct called 
'India* irrc.spectivc of their class, caste, 
ethnicity, gender, religion, etc. Tlic above 
utterance gets its importance from the (act 
that it wa.s uttered by Nehru. The views 
expressed by him arc rcpre.sentalive ol the 
Indian National Congress'- ami the 'Indian' 
government which came to power on the eve 
of independence in August l‘M7. Wc thus 
treat nationalism us a discourse which 
attempted to build up a specific construction 
of India. 

On the eve <»f independence, however. 
India as a political con.sinict and an 
'imaginary community* of people was being 
challenged from various sides. Other 
movements were challenging the nationalist 
ideal. These were the movements by low 
castes, adivasis, dalits. peasants, etc, who 
defined themselves in ways contradictory 
and even in opposition to those of the national 
movement. The coherent narrative that the 
nationalists had sought to build up around 
this imagined community, 'India* was 
challenged by the counter narrati ve.s of these 
movements. India thus remained fragpiented 
from inside. This fragmentation continues 
to date. 

The creation of an 'imagined community* 
by the nationalists had to be accompanied 
by a sense of history for this community, 
lltus the past was selectively reconstitute 
so os to shape a nationalist consciousness. 
This was also accompanied by the phase of 
Hindu revivalism andan attempt to construct 
an 'Hindu* identity centred around figures 
ofRama and Krishna. Furonic mythologies, 
and Vedas were recalted in the process and 
a myth of Hindu golden qge was recreated 
by the nationalists. This Hindu golden age 
was ttansfomied into Aryan golden age where 


man were free, brave, vigoms, fevless; 
noble and deeply spiritual; and the womien 
were learned, fm, and highly cuitufed, 
preferring spiritual upliftment to the pursuit 
of mere ricKes. The women's question 
acquired a new ditnenston in the nationalist 
discourse since the nation's identity lay in 
itsculture and specifically in its womanhood. 
Thus a selective construction of the past also 
c.stabiiKhcd contexts for particular 
can.structions of womanhood based on high 
caste women. Indian women became k 
combination of the spiritual MaitreyJ, the 
learned Gargi, the sulTering Sita, the faithful 
Savitri and the heroic Lakshmibai 
IChakravarty U I9R9:46), It is within this 
framework of 'transformed wtimanhood* that 
women look pan in the independence 
movement, and organised lhem.Helves 
politically. In other word.s, the nationalist 
discourse brought women out of their homes 
and was symbolic of the women's movement 
during prc-indcpcndcncc limes. However, 
this is a siory oflhc di.scourse ofnationalism 
and its implications for women's movement. 

There were movements of low castes, 
peasiinis and adivasi.s who built up 
countcrnarniti ves to the nationalist narrative. 
Jyoliba Phulc is taken to be the founding 
father ot not only dalit and anti-caste 
movement in India but as also the founder 
ol the women's movement in Maharashtra. 
He look a.s his goal the liberation of the 
'shudrus' (peasant ca.stc$) and 'atishudras* 
(uniouchubtcs or dalits) from the slavery of 
brahmunism. To him. the Indian National 
Congress was only a propaganda organ of 
the brahmans. He asked the question: how 
could India, .so divided by caste and language, 
with its people so enthralled in .superstition, 
be considered a nation? (quoted in Omvedt. 
1993:14J. His writings were focu.sed on the 
liberation of the dalits. the peasantry and 
women. Phule*s liberatory theory reversed 
the Aryan theory and gave a version of 
history m which aggression, violence and 
conquest played a major role. His works 
drew on non-Aryan identity and regional, 
adivasi and pea.sant heroes as opposed to the 
nationali.st narrative which fed on the Aryan 
identity (Omvedt 1993:14-15]. Phule's 
movement challenged the caste hierarchy, 
and in the process also challenged women's 
enslavement, since women were considered 
as atishudras (in par with dalits), within the 
caste hierarchy and denied any rijfhts. The 
Satyashodhak Samaj, an organisation 
established by Pliule founded the first 
school for girls and untouchables, as also 
organised marriages without priests, widow 
remarriage, etc. Phule's anti-caste 
movement developed an image of 
womanhood based on the identities and 
symbols of low caste dalits and peasants. 
Within this alternative firameworie women 
resisted their oppression and developed a 
new self identity. 
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The indien cojnniiimsf 
lAh9ti|||h[ en eKenntive to the natioimlitt 
lAOvemeM, imerpreted the datit tnovemem 
$$ Che agency of (he BritistL It ignoted the 
ijitttttiofi of caste domltiance as well as the 
ii^bfwomen*ssubofdinadon by declaring 
thatthe main contradiction was imperialism. 
They called for a socialist version of 
independence, via, the independence of 
workers and peasants. However, taking off 
fromclassical marxist position, they argued 
that socialism could only be built on the 
basis of mature capitalist industrialisation. 
Labour meant factory based wage labour 
not to be confused with peasant toil and 
production. Thus the 'proletariat* was to 
be the vanguard class who led a transition 
to socialism. From this it followed that 
socialism could follow only after neces.sary 
stages of national independence and 
industrialisation were achieved rOmvedt 
1993:16]. In this way the communi.st.s 
remained very much within the framework 
of 'nationalism* in its politics. Nehru’s 
imagined community of 'people* was 
challenged only to he replaced by the 
'people*, qualified by class. Thedimensions 
of caste, gender, language, ethnicity were 
ignored from the cominunisi diseoursc on 
independence. 

The overall cominunisi respon.se can he 
best summed up^hy quoting the response of 
a communist leader. Tara Reddy, cm one ol 
the militant strugglc.s. famous as the 'Warli 
uprising in Thana’, where the major que.siions 
involved in the uprising were bonded labour 
and .sexual exploitation of the women hy the 
landlords. Reddy states: "Warli women and 
girls pamcipaicd in the .struggle in a big way 
along with their men. There was not much 
difference in the level of political 
consciousness between men and women. 
But at that time woman’s issue as a separate 
issue was not di.scusscd. The question did 
not arise because the pnmary issue wds that 
of exploitation of adiva.sis. Women’s issue 
as a separate issue was not discussed. The 
women's problem was'not separated from 
the general exploitation. Class issue was the 
main issue and women pariicip«itcd as pan 
of a class. Women’s issues and class issues 
became one at that level of exploitation" 
[Quoted in SakJhana. I I9X6:WS-481. Thi.s 
is an example of a typical communist 
response which seeks to subsume' the 
que.sttons of identity around categories 
ethnicity (here, for example, it was an tidivasi 
struggle) and gender under the category 
class. However, within this limited left led 
framework, lower class women, adivasi 
women, peasant women fought against their 
exploitation and in some cases forced the 
party to tidee cognisance of gender is.sues. 
For example, life stories of women in 
Telangana communist-led movement give 
us an impoftaitt glimpse into women’s 
participation in these struggles and what 


dtette alntgglea moM to theae vfomcn [wet 
Stroe SbBkti Sanghatana I9M91. 

Apart from the movemaits discussed 
gbove there were also other movements on 
the eve of independence of India, which 
iikeFhule challenged the nationalist 
construct india*. These weiothe movements 
by adivasis in different pans of the country 
as also the separatist movements of the 
adivasis in the north-east which later 
developed into full-fledged revolts against 
the state of india’. 

Today india* is caught in the crossfire of 
communalism, caste riots, adivasi move¬ 
ments. anti-caste movements, separatist 
movements. The Hindu revivalist seeds 
within the discourse on nationalism has been 
built upon, co-opted and led by Hindu 
fundamentalist forces today. The Bharatiya 
Janata Pany (BJP) is trying to huild a narrative 
of 'a Hindu nation’, there arc also other 
counter narratives, whether from the rightist 
or lefti.st, reactionary or progressive forces, 
in the form of either rcligiou.s movements 
fighting for nationality status as in the .Males 
of Punjab and Kashmir, or language as in 
As.sam or adivasi identity as in the entire 
north-eastern siaiCN The southern states of 
India* are in constant struggle with the 
northern Delhi based domination and resist 
Ihe uitcnipiN ol New Delhi to impo.se Hindi 
as a national language. Language has been 
tine of the major issue of conllict. and 
dilTcrcnt states formed on lingui.slie basis 
have still mn resolved ihc 'border que.si ion’ 
amongst themselves. Tamil Nadu claims a 
distinct non-Aryan Tamil identity. 

The communist party has undergone many 
splits 10 date. The politics ol these groups 
centres around ’caplure of Mate power*, 
whether through parliumeniary means or by 
mcan.s ot armed revolution. Communist 
parties have undergone innumerable number 
of splits on the rssue of 'the eorrect line’ and 
correct rcvolulionary’ piilitics lo achieve 
Ihc gc^l ol capture of stale power. Each party 
faction has accused the other of being a 
Tcvisionisr. reformist’ and even 
'reactionary’. Even its most revolutionary 
faction, ‘naxaliics’. lormcd in early I97()s 
has already undergone inniimcrahlc splits 
and has now only a few pockets of inllucncc 
i n t he country. The orientation of t he nut ional 
communist parties towards the women’s 
question has changed marginally. Today, 
the major communist parties, have a women’s 
wing as a mu.ss urgani.sation of its party 
front. Some ut the nuxalitc factions and 
independent regional communist parties, 
apart from having women’s organisation 
have also taken up gender issues in practice. 

The dalii movements have built up on the 
legacy of Phulc and Ambcdkar: but they too 
remain fragmented. The adt va,si movements, 
either fighting for the right to self 
determination or fighting for independence 
from 'India’ face a bnital repression from 


th<^ filiiM of Indta. Pnoieri* 
fighting for lair price of Ihdrcoittm^ 
have lately gained popular in 

different pms of the country. However ttey 
too remain fragmented hi their ortentatkm 
and there are clear splits in their leaderriiip. 
Further, the disillusionment of the left has 
led many to form urban as also rural non- 
party mass organisations and voluntary 
organisations l^ing localised struggles of 
the pneir on various issues and committed 
to imildtng local leadership. 

Women, in all these movements have 
participated and evjan led these movements 
in some cases. Women's groups formed by 
the mass organisations involved in these 
movements have taken up specifically gender 
i.ssucs in various degrees, viz, domestic 
violence, property rights, land rights, 
inheritance rights, etc. The democratic 
content inOandhian discourse of nationalism 
has been built upon by some and women’s 
organisations (e g, SEW A) and relief homes 
have emerged. Many of the autonomous 
women’s groups were formed by women 
activists who left communist parties in 
reaction to sexism within the lefljst 
movement. These gnmps have vociferously 
taken up the issues of violence against women 
and have theorised on the women’s 
oppression in the Indian context. While 
individual women in mas,s organi.sations or 
parties have identified themselves as 
fcminisis it is these autonomous women’s 
groups which arc primarily identified today 
as Icmmist groups. The above existence of 
ditlerent groups and women's involvement 
in various mass movements, vi/. low caste, 
dalit. larmcrs. adivasis, etc. in mnil and 
urban areas, show that there cxi.st different 
perecpl ions on women' s oppression and on 
Ihc ways to overcome them. This has also 
meant diflerent articulations annind the 
category 'woman'. 

Tlic above discussion, in the fin;t place 
shows that India is an 'imaginary’ political 
constnict, created through the discourse of 
nationalism. However, this construct has 
been challenged from all sides. As a result 
wc .see a iragmentution within the political 
processes and thcrelore also in the political 
options prcscnted.Thc context in itself creates 
this fragmentation. In this fragmented 
context, wc ask "is it possible to have *a’ 
Icminism in 'India’T*. Indeed the ditTeient 
fragmented contexts of struggle suggest to 
us that there can he no 'one' feminism in 
the 'Indian* context or one way of 
understanding or locating women’s 
oppression. This means that the context itself 
suggc.sts a need for a plural expression of 
feminism around women’s multiple 
oppressions, viz, class, caste, ethnicity, 
gender, sexual preference, etc. In some ways, 
Ihc diverse responses to the women’s 
oppression and exi.stence of diverse groups 
reflect this plural reality of women’s 
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ofpesslo^. Howi^y^r, H apeiirs ^ thcne 
diftemn per^ptfong Itave dpt tad to a 
cekbnttionof the practice of leminism. 

ln 3 ^Uhas Mtodivisivencssand MW 
tepdencieg within the movement Allegations 
of being a 'bourgeoig feminist* or 'radical 
feminist*, 'marxist feminist* and 'socialist 
feminist* are hurled to denounce the other. 
In some ways* it points to the general malaise 
existing in the present mainstream Indian 
politics, which is being engulfed more and 
more by the politics of hatred, intolerance, 
and violence towards the other as is reflected 
in the rise of communalism. and regional 
chauvinism. 

EntECTS OF Feminist DisauiR-SF^ 

The Rani Sact Sarva Sangha (RSSS) an 
organisation campaigning lor the celebration 
of sati practice decides to take a procession 
of men and women in defence of sati 
dharma. The procession has many women 
who chanted the slogan emphasising 
women's militancy *hum Bharat ki nari hain. 
fiAioot nahin. chingari hain' (we the women 
of India are not flowers but fiery sparks). 
The proccs.Hion also used (he language of 
rights, stating that they should have the 
right, as Hindus and as women to commit, 
worship and pmpugaie sati [Radha Kumar 
1993:174], The same slogan hailing women's 
power WOK also chanted by the crowd of 
women performing the kur scva‘' in 
Ayodhya. Vijaya Rajc Scindiu. a Bharatiya 
Janata Party (BJP) member of parliament 
(MP) publicly derciided saii and staled that 
jt is the lundamcnial right of all Hindu 
women to commit sati if they want in. 

The Rashtrasevika Sumili. a women's wing 
of the RSS. a Hindu luiutaiiicniali.si mass 
oi^anisalion having close links with the 
liUP. publishes u woman s journal called 
'Jagnii' III that. Ihoy critii|iic Indian men 
for oKsiructing wt»mcn‘s ciur\ iiiio ixdiiics 
They stress the need to ciMisiriiei a new 
image of Indian women. They stale '1n order 
to attain iIk comprehensive dcvelopmeni of 
women it is extremely iin|>i)ii:mi for them 
to he economically independent. So in order 
to ensure economic indcixMuIcnee, they need 
reservation in employment and they need 
wiimen judges to eonduei all ea.ses lelaicd 
to such tssuc.s*' fSarkar I 1:20(i2|. Similarly 
the BJP mahila morcha define the image of 
woman as 'matri shakti* (mother’s power) 
whose strength is seen in saerifiec and tears 
IKapur ct aM993;WS-39.42|. 

The above ariieulniions around the 
category 'woman* give us a gjimp.se ol the 
symbtilic constructions of the categiiry 
/woman" by the eomtnunalist forces, vi/., 
BJP. RiSS. RSSS. The.<e articulations have 
cimstitutcd the ideality of Hindu woman as 
a powerlbl and ct^i^mically independent 
woman a.s oppo.sc0 to iradit tonal identity of 
docile, deponent and passive Hindu woman. 


Fufthbr the .symboix used by ibeiie 
arttctilmions. i e. woman’s power or mother* s 
power and economically independent woman 
have been the symbols of the feminist 
movement in India. The abtivc examples 
also show the appropriation of the itiditant 
feminist slogan ’hum Bharat ki nail ham. 
phui nahin. chingari hain* by communali.st 
forces. In short, we see that feminist 
discourses have been ea.sily appropriated by 
communalist forces. 

Similar appropriations have heen made by 
Rashtra Sevika Sangha which puls u lot of 
emphasis on physical courage, strength and 
a trained hardened female body as oppexsed 
to a traditional image of the Hindu woman 
who is to he looked aBer and defended by 
men in her life, viz. the father in the 
childhood, the husband after her marriage 
and her son in her old age. The sainiii 
publication puts this principle as 
'Swasangrakashankaham nuri ki sama? me 
udhik pralishtha hod hai* (a woman who is 
able lo defend herself gels more siaiiis in 
(he society) I Sarkar 1991:20611. The samiti 
women arc trained and taught seir>dclcnco 
so as to be competent enough to encounter 
daily forms ol sexual violence. Further the 
physical training programme in Kashira 
Seviku.Sunghu builds up physical andnicinal 
.strength which then allows the women u» 
fight against their gender oppression in 
domestic and public spaces. .Similarly ihcy 
also construct a woman who is rcs|>t>nsible 
and fearless, a woman citi/en who knows 
her civic rights and dunes, a woman who 
will be able lo face up t4) olTensi vc bclia vnuir 
in Ihe world outside I.Sarkai 1' 1991. 20rH |. 

The above examples show that the Kashira 
Sevika Saneha has Ikcii iiymg to build a 
lu^w em|io\vciing scil>image nu llie Hindu 
woman rhcdiscoiirseonncw Hindu wonian 
ill lad uses some ol the symt'H)ls ot the 
lommist movement in India, hir example, 
the leminiM gioups have also .siressed a new 
empowering scll-image ol woman who 
challenges ikuncstic violence or any sexual 
violence on hei h«Kly. They have emphasised 
I he need for sell-defence iraming and some 
of the Icminisi groups have organisixl such 
w'orkshops. Indeed the new Hiiulu woman 
shown on ilic cover page of has much 

in coiniiHin with the new wonuin that the 
leniimst moveinent in India isirymg to hull J 
up. Sarkar ( 19*J 1) notes that the Ja\:ivi ctivcr 
page shows iwii helpless woincn against a 
black background, crouching in a helpless 
posture. Ttien out of this diu-k background, 
a young “grim fitced woman” .steps mu on 
a radiant part of the cover with uplifted head. 
The biHiy shows no' stndur* or' veil' or even 
a' bindi \ She wears chappals and her whole 
stance is aggressive (p 2062). 

The abtwc discussion on the consiructions 
ol new woman by the Icmiiiist movement 
and Its subsequent usage by ihecomintiiialisi 
forces IS not to say that the tibjcctives and 


lincaiting b^n4 bnUi ifie 
idcnticid. Imfeod the fo^iwing xioieihtnit by 
BJP mahila moreha brings out their 
diitcrcnces with the feminist movement in 
India quite sharply, they argue ”We 
conceptually differ frt>m what is termed as 
the women’s lihemtion movernent in ibe 
west. We require a sort of readjustment in 
(he social and economic .set up. l^o 
fundamental chtmge in values is desirable. 
Women in India ever had a pride of place 
within the household, and the stKicty. That 
has only lo he re-established and rc-ulTirmed.*' 

This indeed argues against any kind of 
direct confrontation with the patriarchal 
power structures and value.s. In.stead what 
is argued for is 'readjustment*. Thus we do 
not suggest that the (wi> discourses are 
identical. However, what wc do suggest is 
that essentially speaking, no di.scourse in 
iisell IS cither progre.ssivc or reactionary. 
Thus the discourses on new woman or on 
women's power or cm|M>wcred self-image 
aie by themselves neither progrc.s.sivc nor 
reactionary. The meaning of any discourse 
IS fixed and given an emancipatory tone or 
oihcrvvi.se 4)nly in aniciilaiion. Hence wc 
find similar usage of symbols and even 
language in the discourses of feminist 
movement and the coinmunalist movement 
in India. 

We also see a similar appropriation of 
feminisi discourses by commercial 
companies and media lo further their 
prodiiiis. Foi in.stancc. aTV iidverli.semcnt 
l4>r the sale 4>f Duncan tea. says 'There was 
a lime. 114)1 long ago. when intelligence for 
women was assumcil lo mean kiu)wing a 
liiile cmhondcry. .S4)mc cofikiiig and enough 
simple .irilhmctic i4> handle h4)u.sehoid 
acaninis. Happily, ii d4)esn't mean the same 
l4Klay . '’ Advcrtiscmcnls for home appliances 
like rcliigcrat4>i. mixers, etc. show 
conirasiing images of a tired and shabby 
l4M)king w'4)rking W4>man asagain.st 'smiling' 
and a rel resiled l(K)king W4>rking woman 
wli4) p4unts 4)ut that using thc.se pr4KJucts 
has ledticcd tlicir double burden of house- 
W4)rk. and hcncc implying that it leads to 
wuimcn's Iihcr«iti4)ii 

B4)ih these advertisements use the 
di.scourse ol 'new' woman* to .sell their 
pr4)diicis. Indeed here too wc find the 
uppropriation 4)f the feminist discourse tif 
new woman by advertisers of the commercial 
prcKlucts who in fact pminotc and give a 
new meaning lo iIk* concept of'hou.sewiic*. 
Tlic feminisi arliculaiiiinofthe double burden 
ol woii is u.scd for a totally different, i c. 
C4mmicrcial purpose. vSimilarly we see the 
usage 4)1 feminist discourse on sexual 
Iiherait4m for the sponsorship of conv 
mcrcially sold condoms. For exanipic. 
•i4ivciiiseiiicn(s 4)t the condom. 'kania.suira‘ 
arc llaslied with men aitd wtimen .shown in 
light passiongte embrace eiuphasisiiig iIk 
sexual pleasure which can he experienced. 
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seiHiil IHimtkMirQr s|icm Ms imdu^. 
This is ih direct eofitrast with the 
adverttsements for government spemsored 
cheaply priced condoms which emphasise 
the ttsi of condoms for family planning. 
These examples show how articulations 
aromid ^lA/oman* created by emancipatory 
projects are appropriated by others who in 
fact seek to objectify women. Puither the 
above diicusskm has shown the appropriation 
of the discourse of emancipation, libmtion. 
equality, right to choice, economic 
independence and new woman by projects 
which have very little to do with the ongtn 
of those discourses. These illustrate how 
discourses get their meaning through 
articulation.s. Indeed, it is precisely for this 
reason that discourses can be so easily 
appropriated. 

Campaign againitt Rape 

The issue of rape is considered one of the 
most grotesque forms of male violence. It 
has also been a major issue, raised within 
women's movement in India as well as 
internationally.*' In India this agitation began 
largely in 1980s, with a campaign against 
police rape, when a young adivasi girl called 
Mathura was raped by police constables in 
a police station.^ The policemen were 
acquitted by the sessions conn, later 
convicted on an appeal ai the high court, and 
then re-acquittcd by the .Supreme Court on 
the grounds that Mathura was a woman 4)1 
loose character and thus could not bo ru()ed. 
In pnnest against this shocking judgincni. 
an open letter was sent by tour senior 
lawyers against it to Supreme Coun ol India 
whm they demanded a icopenirig ol the 
case. A Forum Against Rape iFARi was 
formed mow called Forum Against 
Oppression of Women (FAOW) in Romhuy 
which took up the task ol enlarging the 
campaign. This Forum wrote on March 8. 
International Women’s Day. ihcrc were 
.several dcmon.siration.s. exhibitions, street 
plays, in protest against the ludgment and 
asking for a retrial that year in various parts 
of India, viz, Bombay, Delhi. Nagpur. I^nc. 
Ahmedabad. Bangalore, Hyderabad, etc. In 
Bombay and Delhi, joint action committees 
ot fcmini.si groups and .sociuhsi and 
communist party fronts, mainly students, 
were formed to co-ordinaic the campaign. 
However, this co-ordinated action thniugh 
various parts of India could not be main¬ 
tained over lime. Co-ordination among the 
city groups with the cities were retained 
more at formal level than at the co-ordinated 
joint action level, with the growing 
differences among the groups around the 
analysis of women’s oppression and violence 
against wiimeti. 

For many groups the question of violence 
against women was articulated more in terms 


of women’^xhcMtour. Fbr example in i9%\^ 
ifie National Federation of fncKan Women 
(NnW), Communist Farty of India’s (CPI) 
women’sfrom,staled: 'Today.it has become 
an ui^gent task of the government to take 
efTective steps to save the honour and life 
of women arid not drag it (sic) into politics” 
[Vimala Farooqui quoted in Gandhi et al 
1991:88). Similarly violence is more of a 
class issue for many left panics. Thus rape 
is seen more in class terms. The socialist 
panies did not look at violence from the 
class point of view only, hut still looked at 
rape in termsof anguish anddishonour caused 
to women and their family. For example, 
Pramila Dandavatc speaks of rape in 
parliament as: ^*Like the glass vessel breaking 
to pieces when it falls, a woman’s life is 
irretrievably shattered after she is raped” 
(quoted in Gandhi et al 1991:46). The All 
Iridia Women’s Congress looked at issues 
of rape as individual acts of violence and 
sought psychological explanations for them. 
Feminist groups by and large looked at rape 
as an expression of patriarchal power. They 
rcfccted the psychological analysis of 
individual acts of violence on one hand, and 
the economistic arguments ol the left, on the 
other (Gandhi el al 1991: 88). The distrust 
groups had of each other was ai.so rcticcted 
in the way they participated in the campaign. 
Forcxampic. NR W a memherot Joint Action 
Committee Against Rape and Sexual 
lluras.smcnt in Delhi, held a *dhama’ outside 
the Supreme Conn to demand a review of 
the Mathura case on March 17. without 
inlorming the )i)in( action comnutlcc about 
ihcir plans. Similarly, at the same time, 
AlWC, ihc Bombay FAR. and ihc NMW 
lilcd .sepalaic pi'liiions in Ihc SuprcincCouil 
asking lor u leview. 

Maya Tyagi. a i.Vycar-old- woman was 
arrested, .stripfied naked. ra|)cd aiul paraded 
thrmigh llie sirceisol Baghpat (Haryana) by 
the police. The incidents aroused much liirorc 
from women's organisations and |iolilical 
panics Ten women MPsconductiHlaiudicial 
inquiry into the incideni. The l.ok Dal 
(a peasants and W4>rkcis pany). .singed a 
noisy dcmonstraiion against the incident 
during their visit The issue was ilebaicd in 
the Lok Sabha. The CPI and I.ok Dal 
organised protest demonstralitiiis ummiiuI this 
incident in Baghpat A dharna against this 
incident was also held by 10 iirganisutiotis. 
mainly pany-ba.scd. including ihc All India 
Congress Commiitce in IX'llii, where 23 
people were iUTc.sied lor violating pn)hihiiory 
orders while inurchi ng to the prime nnnister’s 
hiHi.se. 

Around this lime, another ca.se ol police 
rape tcN>k place in Dabwali, Haryana. Local 
protests were held and BJP demanded the 
resignation of Huryatia government for 
failing to protect the ’lives, profieny, and 
honour” of the midcnls of Dahwali. The 


Ddhi ttnH of the BIP tadnehed 8 
campaign agaiast the Mnemaxing intmbet of 
dacoiiios, robberies, and attacks on women 
in the city’. Finally, Raj Narain, a. leader 
of the Janata (S) party, resigned from the 
leadership of the party stating (hat he would 
launch a struggle to protect the dignity and 
honour of women. He went on a hunger 
strike, demanding government action over 
the issue. ^ 

After all these demonsirations and protests, 
the government of India accepted the 
general demand that the rape law bechanged, 
and came up with the bill modifying the rape 
law in which the burden of proof was now 
transferred to the accused, instead of on the 
raped woman in custodial rape cases. 

The bill when introduced in parliament in 
1980 raised controversies among various 
groups, including in the ’socialist feminist' 
conference in Bombay. There was a debate 
amongst groups, with one side claiming (hat 
the clause which put the burden of proof on 
the accused be extended to all rape cases, 
while the other side feared that such a clause 
wi II he abused by the government to implicate 
male activists in the rape cases. Opinions 
over the issue were divided and accusations 
of being anti-feminist and bourgeois idea¬ 
lists were hurled against each other by the 
opposing groups. There were a lot of 
differences amongst feminists of different 
groups. There was voting to decide on the 
issue. Thus many did not vote as a group 
or organisations but as individuals. For 
example, in the Bombay Forum Against 
Rape. Mime members voted one way, while 
others, in another way and some abstained 
from the voting. Finally after two rounds of 
voting, the anti-extensionisi won the debate 
by the narrow margin ot votes. 

Following thc.He months of agitations, 
demands for the change in rape law, by 
Icminisi groups, voluntary groups, left 
party groups, and rightist groups (for 
reasons totally opposed to teminisi cause). 
Ihc government pa.s.scd a bill on rape. Whose 
main highlight was the clause which placed 
the burden of pnxif on the accused in the 
cases ot cu.siodtal rapes. 

The above campaign again.si rape shows 
us diltercni understandings of rape by 
diffcrcni voluntary groups, panics, and 
teinini.sis .Some look at Ihc issue ot rape 
Irom the point of view of woman's honour 
and dignity: to some the issue is women’s 
chastity and purity. Still others articulate it 
in icrnis ol 'cnmiiuihty'. There are others 
who sec the act ot ra|x: in terms of individual 
psychological ahcrraiions. To communist 
women rapcis pnmarily ucla.ss phenomenon. 
It IS al.so clear that to some feminist groups 
the issue is women’s right and sclf- 
dclcrminution. 

We sec in the above examples, (hat groups 
with diverse views have been able to come 
together (even il for a short period) in a 
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coiHiicMi Itea joMi canifmiin agamut rape. 
The question that we can ask is: how has 
such acoaiition been possible? it is fieneniily 
stated that such coalitions are possibie 
because people decide to come to a rntnimuin 
agreement on certain issues or because 
people decide to forget about their 
differences or disagreements for the sake 
of a wider goal. The abovecoalition attempts 
to show that neither is the case. Although 
diffetenl groups did come together on the 
common goal of changing the rape law. this 
goal in itself did not help sustain the alliance. 
Indeed the campaign shows the open distrust 
shown by different groups towards each 
other which in turn affect^ the strength of 
the alliance and the effect it created. This 
means a minimum agrceincni on certuin 
issues or a commonly simed goal is noi 
enough to sustain coalition attempts in order 
to achieve sustained solidarity. Even beyond 
any mitrimum uga'cmcni on certain issues 
and a perceived common goal, there exists 
a certain logic that makes such attempts u 
concrete reality. It is the logic tindcriying 
articulations that makes such attempts a 
possibility. 

'Woman* in Phmini.stTiiiokisino in India 

Feminists in India arc theorising on 
women’s opprc.ssion and the pus.sihlc ways 
to overcome them. We discuss these 
theorisations, because they bring out the 
diversity of articulations existing around the 
category 'woman' in the Indian context. 
Further, the different theorisations are 
themselves icprescntati VC of dillercnt strands 
of femini.sm within the Indian context. The 
articulation of the category ‘woman’ by these 
different tcminisis show.s their own 
circumlocation. i c. the vaned contexts ol 
struggle in which these feminists arc rtaitcd. 
As such their vicw.s reflect the views existing 
in the multiple contexts ol struggles within 
thewomen's movements m India. Thcoverall 
discussion presented could thus be 
understood as in a more general 
representative sense than only as the 
perceptions ol individual feminist authors 
This discussion heevimex imponunt because 
these different articulations around the 
meaning of the category 'woman* becomes 
the point of struggle and ctmtestuiton. The 
different articulations around category 
'woman* have hud a divisive and sectarian 
elToci on movement politics. It is from the 
perspcclivcoi understanding these processes 
underlying the divisive tendencies within 
womon*s movement, so as to contribute 
towaids ovea-oming them, that we discuss 
these theorisatums. 

QailOmvodt« American by btfth.bui active 
in grass roots level organising in india. for 
many year8.}uin hecnlheorising on questions 
of womeh's xqipiesston for a long time. 
ThnHightfme.shehasmadcstgnilicant shifts 


In her anidyais. The reasons cm 

sdso be located in the shifts she mahes In 
her politicai involvcmems. Inthe I97(kshc 
worked with the Lai Nishan Party, a regional 
left party working mainly in urban and some 
rural parts of Maharashtra. Later she has 
wtuki^ with Mahila Mukii. a women'sgniup 
in Maharashtra. Presently she is working 
with Shcikari Sanghatana. one of the biggest 
and strongest farmers organisaihms in India, 
which al.so has an active wohkmi's grcHtp. 
She states that she started working with this 
organisation because she fell lhai "in ihe 
women’s movement wc weie lo.Hmg all 
buttles*'. Responding to her own involvement 
with (his organisiituin. she stales ''Relaiing 
to ihis organisjition is very conirovcrsi.il. I 
have hacd aiiacks for being bourgeois, 
leminist. even CIA. Now I am atlacked by 
leminisis lor being close to Sheikari 
Sanghalana. People arc itol looking at wliai 
thousands ol w'omen are gelling oiii ol ii. 
how 11 IS eh.inging Iheir eonseioiisness*' 
lOmvcdt qiioied in lihasin ei al |qK9:h|. 
While ihis perscMial aceoiini by C)ni\ cili may 
help US to locate her own shills m .malysis 
ol womenoppression atui to 

ovca'ome ihem. ihev also pcnni lo ihe 
tendencies within movement (loliiics. i c. it> 
del umc and denounce others who ili I ler w ii li 
one's <»wn politics. ^ 

Omvedt in I97K argued dial t>oor iiiral 
working women, belonging u» the caiegory 
of agricultural labourers .iiui |XHir iicas.uils. 
form the base ol women's mo\emeni m 
India. She subslaniiaies Iter eiaim by using 
two inicrrelaicd eioieepts. \i/. work 
participation by women and the cliangmg 
mode ol prcKluctitm. She states 

Ihe cruciul fuel that women in iniuh nt 
arc maior productive workeis .imoiig p4ioi 
{leusanis and agricultural luboiiiei s obviously 
has been a cause ol lhcir major role in iiiial 
militancy and thus (he |v<k:css of bunging 
(heir own specific problems lorwuul 
However, this by itself is noi cnoneh 
What has been changing Mislead is die 
nature ol the rural class siruciuiv itscll. and 
thus the ty|ic ol rural mobili.s.iiiiins and 
agnations as well as ihc signdicance and 
degree ol women's panicipalnut To 
understand this we need to considci the 
changing mode of produeiion in Indian 
agriculture. Cupiiati.st relations arc replacing 
feudal relations in Ihc countryside Av .1 
result, the issue is no longer silnply ‘iwasani 
revolt' hut rather poor peasani and 
agricultural labourer revolt. This is ul lccm> • 
women because they arc (he domin .ui 
pioductive workers among the rural 1 * toi. 
it IS ihe rising revolt ol the im a fuior 
(agriciiluiral labourers and ihhh pcasanl.sl 
in the last decade in India dial is leading, 
unevenly. 10 the development of genuine 
mass based movements lor women' s equal it y 
and liberation (|>p 7*K). 

In the above, Omvedt ariicidaic.s the 
caieg4iry ol women in terms ol women 


litli0ii«griiaiid 

pmant wImi theii furi^ ihe km; for 
the women’s liberation movementii. 
her aitieulation of the category women is 
symbolic of women, who are involved in 
Mime physical work or labour. Although 
Omvedi hersdf has changed her analysis 
over the last 15 years, (he above articulation 
by Omvedt still remains fairly representotive 
of (he view held by a wide section of women 
iiciivisis, viz. those working in some of the 
larielt naxulite grou|>sund marxist non party 
lormattons or mass iirganusations, wooing 
with the agricultural iubourers and poor 
peasantry. 

In her more recent theorisation (1993) she 
argues that especially after 1985. ‘The 
cincrgeiKC o! new women's organisations 
linkeil to mass organisations of the new 
social movements unleashed a new 
dynamic*' (p 2(N)). She also .states that, at 
Its base, much tdThc new activity is among 
rural w'omcn ami that it was the Chandwad 
women's conference ol Shcikari Sanghatana 
111 19Kb ihal Mgnallcd the opening of the 
ncN^ period (p 200) She states that 
Chandwad heralded Ihe birrh ol a new 
inicrnaiional women's decade, a decade ol 
rural women ipp 204-05). She then states 
Ihal similar new lemmist trends were coming 
up elsewhere in ihe counity with the 
lormaiionsol women's organ 1 sal ions linked 
10 new movcmcnis or mass orgam.saiions. 
Slic llnis argues that a 

new perspective was emerging in the 
women's movement, which posed challenges 
to ‘iraditional Marxism' and '(radilional 
icmifiisin' in ways ihai went hevond simple 
posing ol "class anil caste" or "class’’ and 
"gender" Notions >uch as the '‘feminine 
priiKipIc' and "siii shukti", which were 
incicasingly being debuted, hud some 
pioloiiiid implications... The notion ol sin 
shako similarly implied not so much a 
separate women's movcmcni as the leading 
loleol women in variiHi.s popular movements 
ip 22bI 

Omvedt argues (hat ihesc slogans were a 
significaiit departure Irom the tendency of 
both urban Icmmisis and party women to 
depict women as primarily victims ip 226). 

Oinvcdl’s above analysis shows that her 
recem ailiculation of the category ‘women’ 
goes beyond the class/castc dimension and 
centres .iround the symbol of ‘women’s 
|x>wei' (siri shakti) woven ariHind ’rural 
wiinteiT. The view twid by Omvedt is fairly 
reprcsenl:itive ol' a wide .section of women 
uciivi.stseitiKr directly or indirectly alTiliated 
with the rural mass organisations and in 
particular larincrs* organi.sutions. Omvedt’s 
view is in some ways sharply different from 
some ol the other feininisrs view. Omvedt 
herself acknowledges this diffcreiaec and in 
tact entiques the women's nMivemetH tor not 
being able to give an organisetl aiticiiiation 
to wtMii she calls a ‘new* perspective. She 
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MMm' cmuiecitid with the 
ptities and Hraditional feministjt’ in the 
urban-fbotied organisationti. wh(> ofe most 
alienated from (he new developments 
(p lil). These statements thus reflect the 
sharp and even polarised differences existing 
between different women’s groups in India. 

Vandana Shiva, a physicist by profession 
grew disenchanted with the practice of 
science and started questioning nuclear 
physics when she realised how dangerously 
It could be misappropriated. This realisation 
led her to women and Chipko movement in 
India [Bhasin 1989:61. Her writings have 
received a worldwide recognition and today 
she remains India's most vocal eco feminist. 
Shiva (1988) argues that science and 
development are not universal categories of 
progres.s but special projects of modern 
western patnarchy (p xiv). She points to the 
threats to survival, the destruction of eco 
diversity, the death of nature and its effects 
on marginalisation of women who depend.s 
on nature for sustenance She claborate.s 
"violence against nature and women is built 
into the very model of perceiving both, and 
forms the basis of ihe current development 
paradigm’* (p x vi) For her, the new relation¬ 
ship of men’s domination and mastery 
over nature is also associated with new 
patterns of domination and mastery over 
women and tlictr exclusion from parti¬ 
cipation as partners in both science and 
development (p xvn). 

Shiva argues that Indian women as victi ms 
of this violence have risen to protect nature 
and preserve their survival and su.stenancc 
and in the process challenged the most 
fundamental categories of western patriarchy, 
viz, Its concepts of nature and women and 
of science and development (pp xvii-xviii). 
She argues that these struggles are rooted 
in the preservation and recovery of feminine 
pnnciple in which nature is considered as 
*prakriti\ a living and creative process (the 
feminine pniUMple) from which ul I life arises. 
She further .states that in the process women 
are creating "a feminist ideology that 
transcends gender and a political practice 
which is humanly inclusive;... they are 
challenging the dominant concept of power 
as violence with the alternative concept of 
non-violence us power" (p xviii). 

The above formulations by Shiva have 
been discussed and entiqued widely in and 
outside India. Shiva's assertions arc held to 
be quite controversial among many 
feminists. It has been argued that Shiva 
treats Indian philosophical tradition in a 
monolithic and homogeneous way. that 
she does not take into account the low caste 
and the adivasi traditions into account in 
her analysis. She is also critiqued for 
positing women as a unitary category 
undirrcfentiated by race, class and ethnicity, 
etc [Agarwal B 1990:4-5]. Further Shiva 


im 9kib bean torttiitpied Ibcihn connections 
she makeshbt'iMttm 

tmd oppression of women and nature, mi 
assertion which brings her closer to some 
strands of radical feminism. Nevcriholc.ss, 
in spite of all these critiques, there exists a 
fairly wide following for this ca)fcmmist 
perspective in India amongst variitus activist 
groups. Shiva's articulation of the category 
‘woman’ is in terms of ‘woman's power’ 
resting in the recovery of feminine pnnciple 
by Indian women. 

Here. It may he pointed that although both 
Omvedt and Shiva articulate the category 
•woman* in terms ot women’s power, there 
are important diitcrenccs in ihcir ways of 
articulation Shiva’s analysts takes olf from 
the feminine principle and women's power 
IS a derivative ot this principle. In this .sense, 
the notion ot women’s power in intricately 
linked with the ccotcmmist perspective 
Orh vedt ’ s analysis takes of f from the concrete 
contexts ot siritggle in rural areas. Her own 
experience wiih the dynamism of women in 
the tariiicrs' movement and othci muss 
movements leads her to artieulaie a ditlercnt 
notion of ’women’s power’. In this scn.se, 
Omvedt’s articulation ot women's power is 
rooted much more in the ground level reality 
rather lhan on abstract notions ol a teininine 
principle as in Shiva's. 

Nandita Gandhi and Nandiia Shah, 
members ot Foaim Against Oppression ot 
Women (FAOW), an autonomous women’s 
group located in Bombay identity themselves 
with the strand ol .socialist Icminism within 
India. Their articulation ot the category 
•woman' shows in some ways the hybrid 
charucterol the socialist Icminist trend within 
India, In their hook (1991) they dillerentiaic 
between three waves ol Indian women's 
movement and document the present and 
third wave ol this movcmcm. According 
to them the three mam issues aic violence, 
health and work as political, emcHional and 
intellectual experiences According to them; 

The ihiid phase ol IWM was a collective, 
emotional and militani lesponsc against 
sexual violence on women It eiticigcd 
spontaneously, like a voice untotteied hy 
tear, theoretical constraints oi stiategic 
considerations It was far Irom the usual 
politically calculated, mechanical protest 
agatn.st the state . Violence against women 
encompasses issues of rape, dowry muidcr, 
wife battering, sexual harassment and 
portrayal ol women in the media. The 
grossness ol sexual atrocities and (he visual 
humiliation of women are still live is.sues 
within the movement (pp 32-33), 

The authors through specific examples also 
show how gender interacts with class 
ethnicity to produce specific forms of 
violences on different women. 

In their discussion around health issues, 
they draw on the importance of women’s 
relation with her body. In the process they 


draw Imkoges bet weoiqtieiukiha^f 
pregnancy and childbirth^ 

They also critique the govemnami’s ttenHy 
planning programme and the government 
to sterilise women and to force women to 
use injectable contraceptives. Lastly, th^ 
draw our attention to campaigns agaifist 
amnitKentesis and discuss the politics of 
rcprtKluction. women's right to control their 
fertility and i.ssues of sexuality implicit in 
all these discussions. 

In their discussion on work, they aigue 
that the core of any discrimination that 
women face in the area of work lies in sex- 
based division of labour (SDL) (p 203), 
They critique the trade unions with 
predominantly female membership, viz. 
SEW A or Chikixli taluka union. Nipani for 
evading the challenge of SDL by saying that 
they want to emphasise the identity of women 
as workers (p 212). The authors question 
this and ask "Can women reaii.se their identity 
as workers until they discover their biology 
ba.scd, exploitative and imposed identity as 
housewives?" (p 212). They give examples 
ot struggles in the organised sector which 
centres around struggles for bettercondittons 
and facilities at the work place, for 
permanency, promotion, etc (pp 186-88), 
They mention struggles around demands for 
crechc facilities, maternal benefits, facilities 
such as subsidised canteens, shorter working 
hours, overtime payments, transport and 
separate toilets, etc (pp 190-91). Sexual 
harassment laced by the women workers 
(p 193) us also problems rooted in the issue 
ol sexuality which arise in organising in 
unions are also discussed (p 201). They deal 
with legal campaigns around violence, rape, 
dowry, sati, indecency and for change in 
family laws. 

The fiKul point around which the two 
authors weave their discussion around is 
women’s body. For example, their 
discussions on violence and on health. Legal 
campaigns also dqil with is.sues related to 
women* s bixly. In their reference to women 
and wot k also the body comes in: the physical 
hardship involved in the work done by the 
women, the hazards involved at place ot 
work. etc. They al.so centre their discussion 
on questions of sexuality. They have used 
class, gender and at times caste and ethnicity 
a.s the axis for analysing the above issues. 
In summary. the authors' articulation around 
thecutegory ‘woman’ .symbolises ‘woman's 
body’, woven around categories of cla.ss, 
gender, and at times, ca.ste and ethnicity. 
This shows that despite the authors' own 
materialistic orientation towards women’s 
opprc.ssion, as socialist feminists, expressed 
through the categories of gender, class, and 
at times, ethnicity and caste, their analysis 
actually remains preoccupied by ‘women's 
body’, which brings them closer to the 
assertions of some strands of radical 
feminism. In this sense, their analysis reflects 
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Itie hybrid chatetarnod* aociatiat fantnifm 
la In^a* L^tly.ihayiaWKof theaiuhoricaii 
alao be seen to be fepresentiaivt of many 
women qcti vists in itrban^basod autonomous 
women's groups within India. 

Gabriele Dietrich is a German by birth, 
but has taken Indian citizenship today after 
17 years of stay and 14 years of activism 
in India. Dietrich who grew up in her youth 
in secular, post-war Germany, found in 
religion and the church an option from the 
nihilistn of her family. While she accepts 
that she suffers fmni msiitutionalised religion 
in her daily litc. she also acknowledges that 
itislhrougha traditional religious institution 
that she lirst got access t(i questions of faith 
and spirituality which later on had u I iheruting 
effect on her 11902. p vii). This background 
ofhers perhaps explains her position towards 
religion and hcrcmphasison humanist values 
in her theorisations. She works with 
"Pennurimui lyakkam". a women's 
organi.sation working with slum women of 
Madurai. Dietrich <1992) explores 
interconnections between w« imen, seculansm 
and religion and discusses issues of sexuality, 
work, ecology, culture and development. 
She also reflects on intcrhnkagcs between 
dalit movements and women’s movement. 
One of the main concerns articulated by 
Dietrich is the rising communalism in tndia. 
Her concern is articulated thus. 

what unites all ol us is the struggle against 
communalism and religious chauvinism 
which IS one of the acutest dangers in our 
national political piocess as u whole... 
Overcoming the harriers of caste and creed, 
affirming huinunist-fcinini.si values within 
and outside religions has to happen in our 
day to day work with women at the local 
level, where unity is often more difficult to 
build. My contention is that despite being 
sharpened by alienations of cu.stc, class and 
patriarchy, religion, like art is also a field 
in which the human capacity for 
transcendence and transformation is 
expressed in a symbolic way and that, 
therefore, religious resources need to be 
explored and transformed from, a woman- 
centred perspective (p vtii) 

She argues *Hhe debate about religious and 
cultural identities is another important step 
to safeguard the pluralistic democratic 
content of our many faceted culture*' (p 12). 
Whilst acknowledging the difficulties 
involved in building anticommunalist 
alliance, she concludes optimistically 

There ore no easy onswers, but indications 
are that the perspectives on seculansm. 
religious^ reform and a pluralistic humanist 
culture are deepening within women's 
movement. If the challenge is taken up. 
women will be able to make the most crucial 
contribution towards building a truly 
humanist secular sute (p 34). 

This assertion of Dietrich is very meaning¬ 
ful in the light of rising communalism in 


imHa, but le not wiihout problems. As 
Dietrich herself admits, her articulation of 
religion remains extremely pn>bicmatic to 
the daJits and would be contested by them, 
who feel that they have to conTront Hinduivsm 
as a whole (p vii). It also remains problematic 
10 many other subaltern groups like adi vasis. 
The resolution of certain quc.siions of women 
needs a direct confrontation with the 
patriarchal religion and cannot he re.solved 
within the .framework ol religion. 

Her oricniation to the issues ol .sexuality 
or women and wiirk. culture and ecology, 
has an humanist essence to it whclhci site 
approaches ihc.se i.ssucs Irom marxist 
perspective or not. For example, concluding 
hcrdi.scussion on sexuality, .she stales "\\ has 
become clear by now that discussions on 
.sexuality in a Icminisl perspective arc not 
discussions about ‘free sex' but about power 
rcliilionships and violation of htimun 
dignity... The present pattern is that women 
are treated as property and that men arc not 
answerable in their sexual behaviour. We 
arc striving tor a situalMin where no human 
being will be owned by another, hut whcic 
everybody will be answerable in muiual 
responsibility and compassion" ( p 51). 

In .summary Dicinch's urticulaiioii ol the 
category woman takes in the 'wholeness ol 
human being' i e, in all its dimensions, vi/.. 
mnicnal. cxpcrienlial. .spiritual, etc. She 
weaves this woman through lenses ol class, 
caste and religion. This is clear Irom her 
general orientation towards developing u 
perspective of development and struggle 
around the whole.somcnc.ss of being, which 
is clearly reflected in the way in which she 
expresses some of her concerns. The secular 
views held by Dietrich are shared by many 
women activists in the .struggle, who Icel 
that the rising communalism and violence 
(from the righti.st as well as .some lar loll 
forces) in India should be treated as the most 
acute problem, having deeply negative 
impl ications for (al 1) women' s cmuncipai ion. 

Hina Sen has been actively a.ssociated 
with women's and mine workers' movement 
and most recently with the Chhaitisgarh 
Shramik Sangh in Madhya Pradesh. Sen 
(1990) has edited a collection of essays on 
women's participation in mass movements. 
In this book, she problematiscs the nature 
of women's movement in India. She asks 
“Given the diversity of cultures and the 
complexitiesof caste andciass among women 
in India, can we actually speak ol an 
overarching women's movement in the 
country? Or is it that there are a number of 
fragmented campaigns which do not add up 
to a movement? How many ot these 
campaigns arc urban, middle class and how 
many rural? Equally, how do wc define a 
women's movement: is il one in which only 
women participate? Or one which raises 
only women-specific issues? How then do 
welook at women'spaiticipalionin 'broader' 


atietnion to mm uniesotvcx} irilal qiiedlte 
of the 'nature of women's movement' in 
India. 

h is Sen's contention that the last two 
decades have seen important mass move* 
ments in which women have participated 
in large numbers and have contributed to 
evolving a .special women's vicwpoint.She 
argues that "An understanding of the nature 
of these women's struggles thus becomes 
imporiaiu if wc arc to gain a perspective on 
the women's movement that is more truly 
representative ot the aspirations of the 
genetaliiy of Indian women than most 
curroiiily available feminist theory" (p4). 

Sen' s assertion brings to the fore the tension 
ridden and unresolved question of who is 
the true representative of the aspirations of 
the Indian women. Indeed, through this 
assertion. .Sen puts herself in (lic middle of 
this debate, as she critiques the 'urban' 
based lemini.sr groups of being alienated 
from the lives of Indian women. She writes: 

ihe last two decades have seen a consciou.s 
ariiculatfon of women Vs issues among many 
^ urban and educated middle cla.ss. .Many 
women from educated backgrounds have 
come together in groups in u realisation of 
tiicii sticngth and poicniiul and have lobbied 
anil piolcslcd against'the blatant forms of 
disciiminuiion they face in oui society... 
Suuciiirally. such groups arc clo.scr to the 
1 cm 1 nisi groups ol ihe west, and this has 
faciliiutcd their integration into international 
Icminisl circuits However, .such groups have 
ol ten remained circumstantially distant from 
the actual lives of poor wi^men. even when 
(hey have made consc lous efforts to articulate 
their needs. This has meant that they have, 
hy and large, remained i.solated from the 
mainstieum of political proce.sses in the 
country (pp 1-2). 

In the same vein, she critiques the urban 
based groups for considering 'violence' alone 
to be the women’s issue. She argues that 
“women relate to a totality of existential 
conditions, and to poor, toiling women, i.ssues 
of daily survival and strategies related to this 
are of as much importance and are as reaf 
as issues of family violence" (p 14). 

Hina Sen's arguments, in the first place 
show thcexi.sting divisions between women's 
groups in India. They show the urban/niral 
divide on the one hand and mass movennlbnts/ 
autonomous women's groups divide on the 
other. Sen’s own articulation remains partial 
to women involved in mass movemeiits in 
rural areas in particular. In other words, her 
articulation around the category 'woman' 
is that of an 'activist woman* (not in the 
sense of a political activist) but rather in 
a more general or broader sense of 'resisting 
woman' in 'rural' areas in particular. Laistly, 
Sen's perspective could be taken as a 
representative of the perspective held by 
many femini.sts active in mass movements 
in rural areas. 
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feihinists tn iKidla 
iriieuJai^ diffcreittfy the category of 
'woman* and dtffbrence arises from the 
s(>ecijflc circuthlocation of the feminists 
cKscuss^d above. Omvedt*s and Hina Sen's 
articulation remains partial towards the 
'fOral women* in mass movements. Both 
in fact criticise 'urban* based women's 
groups. Omvedt calls these groups as 
'traditional feminists' and Sen calls these 
groups as "closer to feminist groups of the 
wesr. The perspective ol Gandhi and Shah 
remains close to pcrspecti ve of many urban* 
based women's groups, who, although 
socialist feminists, are in many ways, closer 
to radical feminists in their overall 
orientation and practice. Further, as we 
saw above, their hierarchy of women’s 
issues, viz, violence, health, work and 'other 
general issues’ is challenged by Sen and 
Omvedt as well as Shiva. Vandana Shiva’s 
perspective argues ihai women have a 
special relationship with the nature and 
thus stre.sses the women’s role in sustainable 
development. Shiva thus articulates the 
women's issues in terms of environmental 
degradation, etc. The above discus.sion al.so 
brings us to the tensions around the question 
of what could be considered as 'legitimate’ 
women’s issues in the Indian context. 
Lastly, we also saw the problematic 
implications ut*'Dietrich’s articulation of 
humanist woman with religious orientation 
to some .sections ot Indian society. The 
above discussion shows the tensions 
accompanying variously ariicuiaicd 
category ‘women*. However, we contend 
that* in spite ot the tensions and the divisive 
effects that these diftcreni articulations may 
have on Icminist practice, the fact that their 
articulation centres around ‘woman’. could 
create conditions to achieve positive effects 
instead of divi.sive effects. 

Feminists have articulated the category 
‘woman’ in different ways. We also .saw 
the tensions accompanying these 
articulations, whether through claims of 
who truly represents Indian women or 
through the question of what are legitimate 
feminist issues. However, we would argue 
that these differences in their articulation 
need not lead to divisive tendencies. The 
fragmentation itself in the Indian context, 
shows that there cannot be a feminist 
practice. The context in itself argues for 
diverse and multiple responses. Thus the 
different articulations around the category 
'woman* could be treated as valid 
contextual articulations in themselves. This 
does not mean that there cannot be a linkage 
between different articulations. Indeed 
these different articpIalionN around the 
category woman presuppose an 'imaginary 
woman*. The different articulations in 
feminist theori.sing cun be understood as 
fragmentary wholes of this imaginary, 
indeed it is this condition, that allows the 


apprafrriaiion of around 

*women' created by feminist emancipatory 
projects by reactionary forceg or projects 
which seek to objectify women, examples 
of which we have seen here. However, it 
is the same condition. Chat could allow a 
linkage ’ between these different 
articulations. The campaign against rape 
saw diverse articulations around the issue 
of rape. However, we also saw that despite 
these different articulations, coalitions were 
possible for short periods. Wc also saw 
that.even beyond any minimum agreement 
on certain issues, there exists reasons as 
to why the coalitions sustain or collapse 
or whether linkages between various 
articulations could he made possible or 
not. In other words, coming to an'agrccmcnt 
on minimum issues or the common goal 
is a necessary condition but not a sufficient 
condition. It is the nature of the articulation 
which makes solidarity or exclusion 
possible. This bring.s us to the question of 
ethics of articulation. 

IV 

Conclusions 

The primary concern addressed in this 
paper is the divisive, sectarian and 
vanguardist tendencies wiihtn women’s 
movement in India The context of women’s 
imivement in India shows a diversity of 
groups and organisationul practices. 
However, there has been a history of 
1 ntolerancc to i his di 1 Icrence i n organisational 
practices One ol the major points of this 
tension has been ihc articulation ot the 
category ‘wtiman’ around which Icmmist 
piilitical practices arc organi.sed. 

The category ‘woman* has been 
articulated by Icmim.stsin India Indillcreiit 
ways Thus the meaning of the category 
woman has been a point of struggle and 
conte.siation. The acting woman’ in each 
articulation has included and excluded 
certain subject positions. Thus lensious 
have accompanied these articulations, and 
so also the claims of who truly represents 
Indian women or what arc the legitimate 
feminist issues. The.se issues in turn have 
lead to dtvisiveness. sectarianism and 
vanguardist positioning by different groups. 
To date the.se issues remain unresolved, 
and so also the scars and the painful 
memories of individuals battered by the 
confrontationist encounters on thc.se issues 
in different meetings and joint forums. 
These in turn have affected the fostering 
of solidarity and building of coalition 
alliance between different groups. We 
would argue that there are bound to be 
differences in articulations of the category 
‘woman’. However, in oiir view, in spite 
of these differences, an agreement over 
'procedures’ to be followed in any process 
of alliance building could be reached by 


groups involved in such coulitions, wjhich 
in turn could lead to sustaining df such 
alliances. We refer to these 'procedures* . 
as ethics of articulation. 

From our empirical findings and 
concept ual framework, we wouId argue the 
following: In the first place the Indian 
context is in itself a fragmented one. 'India* 
is a fragile union, questioned and attacked 
from different sides, from the time of its 
inception, i e. its independence, to date. In 
other words, 'India* remains a fragile 
unity, an imaginary political construct, ^ 
fragmented over issues of region 
(articulated whether as north/south or rural/ ' 
urban or adi vasi/non*adivasi) and religion, 
language, ethnicity, caste, class, and gender j 
amongst other issues. The context itself 
.suggests a fragmentation of interests. In 
other words, there cannot be *a feminist 
practice around the ‘interest of u woman*. 
This means the context itself argues for a 
plural cxpre.ssion of feminism. The different 
articulations around the category ’woman’ 
could be treated as an expression of this* 
plural reality. As .such each articulation 
around ‘woman’ could be treated as a ‘valid 
contextual articulation* in itself. 

In our conceptual framework, we have 
argued that the category ‘woman* is in 
itself an ‘imaginary’ category. This does 
not mean that the concrete woman does not 
exist. The imaginary ’woman’ gets a force 
ol reality in discourse and in articulation. 

It IS in articulation that the imaginary 
‘woman* gets her meaning. In other words, 
the very practice of articulation fixes a 
certain meaning to the category 'woman*. 
Thus on iinc hand the fixation of meaning 
of the category woman* becomes the 
inevitable process of any articulation, 
wiihoiii which no coherent meaning is 
possible, and on the other, it leads to a 
recognition that every such fixation can 
only be :i partial fixation, as no articulation 
or discourse can ever hope to catch the 
‘wluile’ meaning of the category ‘woman’ 
since no such ’woman* actually exist.s. 
This means that different articulations 
around the category woman’ can be treated 
as ‘fragmentary wholes’ of the ‘imaginary’ 
woman. 

Wc have argued earlier that it is because 
the imaginary ‘woman’ is taken as a real 
wonvin. that intolerance to di fferences takes 
its effects through sectarian and divisive 
tendencies which makes any coalition 
process an impossibility. Instead, we 
suggest that the different articulations 
around the category ’woman’ be treated as 
fragmentary wholes of this imaginary. Wc 
suggest that as fragmentary wholes, these 
articulations could be treated as ‘contingent 
relational knowledge’ that each contextual 
position can offer, This would thus mean 
doing away with the search for meta- 
narratives or totalising narratives Uuu seek 
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to explain social totality, ttlis asseitlon has 
important implications for feminist 
theorising. Feminist theorising could now 
take a turn to historically specific and 
contextual generalisations rather than build 
up totalising narratives of women’s 
complex social reality. 

This concept of 'contingent relational 
knowledge’ affirms the surplus of meaning 
and contingency of meaning in every 
acticulation. It challenges the possibility of 
ever having a complete knowledge on the 
one hand and affirms the ambiguou.s 
character of every articulation on the other. 
It also affirms the ambiguity in every 
subject, i e, moments of coherence and 
incoherence within every subject, it affirms 
Che experience of a contingent self rather 
than a stable static set f. It suggests plenitude 
of meaning in life to the poverty of 
constricted living. We would argue that it 
is this ambiguous character of every 
articulation that could become a base tor 
our political practice, and lead it beyond 
the duality posed by the logic of identity/ 
difference. 

Treating articulations as ‘contingent 
relational knowledges’ leads to an 
’openness’ that could become a condition 
for a dialogue between different arti- 
culation.s. Concretely speaking it means 
that It could create a possihi lity of a dialogue 
between different articulations around 
‘woman’. As Patricia Hill Collins (1990) 
states* 

Each group speaks trom its own standpoint 
and shares its partial, situated knowledge 
But because eagh group perceives its own 
truth as partial, its knowledge is unlinishcd. 
Each group becomes better uhle to consider 
other groups' siundpoinis without relin¬ 
quishing the uniqueness of its own 
standpoint or suppiessing other groups' 
partial perspectives.. Partiality and not 
universality is the condition ot being 
heard... Dialogue i.s critical to the success 
of this epistemo-logical approach (p 236) 

Thisdialogueis importamtoany leminist 
practice which recognises differences 
between women. Tht.s assertion does not* 
mean a denial of power relations existing 
between different people in dialogue nor 
docs it mean that people in dialogue should 
be motivated by higher ideals of community 
which requires a transcendentalism of self. 
Here, we would differet\tiate our 
perspective from the perspective offered 
by Seyla Benhabib who builds up on the 
’ideal speech situation* offered by 
Habermas and argues for a communicative 
ethics which bases itself on what she calls 
as 'Ihe slandpbint of the concrete other”. 
Benhabib (1986) argues: 

The suindpoint of the ‘concrete other’,., 
requires us to view each and every rational 
being as an individual with a concrete 
history, identity, and effective emotional 


conaiituiloii. Inaiittming this staiidpoim, 
we abstract from what constitutes our 
commonality and seek to understand the 
distinctiveness of the other. We seek to 
comprehend the needs of the other, their 
motivations, what they search for, and What 
they desire. Our relation to the ocher is 
governed by the norm of complementary 
reciprocity: each is entitled to expect and 
to assume from the other forms ofbehaviour 
through which Che other feels recognised 
and confirmed as a concrete, individual 
being with specific needs, talents, and 
capacities. Our differences in thi.s cu.se 
complement rather than exclude one 
another...Such relations require in various 
ways that I do. and that you expect me to 
do in the face of your needs, more than 
would be required of me as a right hearing 
person. In treating y4>u in accordance with 
the norms of solidarity, friendship, love 
and care. I confirm not only your humanity 
but your human individuality. The moral 
categories that accompany such 
inieractums arc those of responsibility, 
bonding and .sharing (p 341). 

Our objection to Benhabib’s above 
assertion would be similar to the critique 
of the same made by Iris Young (1990) 
who argues that “Such an ideal ol shared 
subjectivity or the transparency ol siihjcci.s 
to one another, denies difference in the 
sense ol the basic aKymmciry of subiccts'* 
<p 309). M<»rc importantly she points (»iit 
to the undesirable political implications ot 
such ideal ot shared suhjcctiviiv Young 
arguc.s that such a priiposition ‘denies 
dillcrcncc in the concrete .sense of making 
It dithcull lor people to respect iho.se with 
whom they do not identily" (p .^11). In 
other words, trunsecndenuil perspectives 
have at their core a fear of diflcrcnce. They 
always seek identily through reconciliation 
of diflcrcnces. The normative Iramework 
of such perspectives do not have a place 
for a radical notion of difference us in I inal 
terms, all difference is sought to be 
obliterated and subsumed under the higher 
goals ol community and identity. It thus 
remains within the ideniity/diltercncc 
duality. In other words, it makes identity 
a necessity and a necessary character ol 
being as it gives a superiority to the logic 
of identity to the logic of difference in the 
final instance. 

In reverse to the above, wc would plead 
for a concept of a dialouge as a relation 
which embt^ies an openness to the non¬ 
identical and ’unassimilated otherness 
We use the concept of dialogue to argue 
for a communicative ethics which would 
enable a co-existence of the ditt'erent 
identities. Connolly (1993) suggests the 
building of such ethical sensibilitie.s in the 
works of Michel Foucaulw He argues that 
Foucault’s ethical' sensibilities calls lor 
'^Explorationsof new possibilities in social 
relations... that enable a larger variety of 
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inditYcrehoe on aome oecasibiis. alliailOe 
on others, and i^nostic Ivspect during Ihe 
period.^ of rivalry and contestation” (p368), 
Such IS the ethics of communication that 
we would plead for in our conception of 
‘dialogue’. We would differentiate these 
ethics from the ethics that advocate a mere 
tolerance towards dilTerence. An ethics 
which advocates mere tolerance towards 
difference undermines the imaginivity and 
creativity that difference brings in our lives. 

Building up such a political culture into 
fcmini.M politic.s would mean in a way 
going beyond simple duality of identity/ 
dilTcrcncc. It would also mean going beyond 
a simpii.stic understanding of right versus 
wrong. It would mean living our politics 
in a space between idcntily/diffcrence. For 
example, how would one look at the 
as.scrtion by Dietrich who argues for a 
secular perspective and explorations and 
transformation of religious resources from 
a woman-centred perspective to bring in 
religiou.s reforms so as to build up a ‘truly 
humanist state"’ As wc have stated earlier 
in our paper, her as.scrtion, when .seen from 
the perspective of the rising communalism 
in India attains an important meaning in 
Indian politics However, as wc have also 
noted her assertion could he problematic 
when seen Irom the perspcclives’of dalils 
and Ollier suhaltcrn groups like adivasis 
who have been subjugated by the 
mainstream Hindu religion and who teel 
the need to contront and struggle agaiast 
the entire Hindu religion as such. Further, 
It i.s not that the dalits and adivasis will 
not have to face the brunt of communalisi 
polities. Indeed, like most vulnerable 
groups, they face and bear the highest costs 
in communal riots and violence'. Thus there 
IS an ambiguity in the political con¬ 
sequences of Dietrich’s as.scrtion. It is ihi.s 
fundamental ambiguous character of any 
political .stance that we would like toaffirm 
against any dogmatic and simplistic 
positioning through us.scrtions of ‘right 
and ‘wrong’. 

It could argued that the above political 
perspective could he dangerous to adopt 
and that it could easily fall into the trap 
of relativism of values, thus proposing that 
all political struggles are progressive in 
character. We do not agree with this 
pessimistic view of our position. A leap 
into the unknown, beyond our .set given 
values and certainties could create new 
insecurities but also new challenges. It 
would challenge us to create a space for 
a iTHire nuanced and a finer political practice 
rather than an esseniialist and separatist 
practice. It would mean recognising the 
ambiguity and the limits of every discursive 
practice, it does not mean a withdrawal 
fnun politics but bringing in an ’imaginary' 
dimension into the realm of politics. 
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neftd not become a point of sectmiaii 
politic^. Instead the category 'woman' 
acting as an 'imaginary' could allow us to 
use our imagination in a dynamic and 
creative sense, imagination' bridges the 
gap between* false and truth, fiction and 
realty. It means abandoning ourselves into 
a realm of freedom on the bridge between 
sanity and madness, a space where 
imagination and creativity takes its 
inspiration from. Standing on this bridge, 
we could make the category 'woman* work 
in ever new ways. We could learn to look 
at the category 'woman' through a 
kaleidoscope of multiple intermixed 
hybrid'^ realities, class, caste and ethnicity, 
urban and rural, adivasi, and non-adiva.si, 
etc- 

Proposing the notion that all political 
struggles arc progressive, would indeed be 
a very dangerou.s position to adopt in the 
present Indian political situation which is 
charged with communaltst and funda¬ 
mentalist politics Instead we suggest that 
the feminist political practice could be based 
on coalition politics which recognises 
difference and ha.sed on an understanding 
of what wc want lo achieve. As Yuval 
Davis N (1993) states: 

all teminist (andothci loimsol democratic) 
politics should’'be viewed as u lorm of 
coalition politics in which the differences 
among women would be lecogniscd and 
given a voice, without fixating the hounduncs 
of this coalition m icims o! ‘who* wc arc 
but in terms of what wc want to achieve (10) 

Such an understanding would allow us to 
torm alliances with piogrcssivc and 
democratic lorces on the bases of shared 
and agreed political ^oal rathci than on 
di.scourses oi articulations around the 
category 'woman' which themselves cannot 
be Slated to he cithei progressive or 
reactionary. This we have already 
exemplified through our discussion on ihc 
appropriation of lemmisi and progressive 
discourses hy the tundamentalisl and 
reactionary forces. Thus, we do not form 
alliances with the BJP or the RSSS just 
because they also use the di.scourses of 
women's power or the discourses on 
women's rights and equality. The basis for 
forming an alliance should he commonly 
stated goals over concrete i.ssucs. 

Although the above assertion helps us 
make a move from an open-ended relativist 
politics to contextualised politics based on 
commonly shared goals, it does not in our 
opinion, necessarily sustain such politics 
of alliance over long periods. We have seen 
in the campaign against rape that groups 
having different understandings on rape 
were able to come together and fonn an 
alliance for a short period to demand for 
the change in rape law and opening of trial 


«6ar some stimdciAg couit jigtgmcfits and 
toeidents of rape. However, as we saw. the 
alliance could not sustain itself for very 
long and the distrust of members in each 
other was reflected in individual groups 
organising their 'own* action, whether 
through niing of separate petitions or 
holding separate demonstrations overihe 
issue, in spite of forming a joint action 
committee. This makes us assert that even 
beyond a minimum agreement on certain 
issues (here it was the change in rape law) 
there are other reasons which make 
formation of alliances a possibility. 

fn the above example, there was a 
question of the distrust that groups had in 
each other because of differences in the 
analysis of rape. We feel that there are 
bound to be differences in analysis and 
perspectives put forward on every issue. 
The point is how do we work together and 
form alliances and move towards com¬ 
monly stated goal in spite of these 
differences. It is there that we feel that the 
ethics of communication and articulation, 
having a concept of dialogue as relation 
which embodies an openness to the non- 
identical and unassimilatcd otherness 
becomes relevant. The point is to convert 
the mutual di.strust cxi.sting hetween groups 
in such alliances inio what Connolly (1993) 
slates as an 'agnostic respect' for each 
other which could lead to sustaining of 
such alliances nil the common goal is 
reached. Indeed, the movement oi the 
prcK'css ol moving towards common g<Mls 
m itsclt becomes as importani iis ihc goal 
Itself. This wc tcel isquiic impoiiani since 
m our cxpciicncc alliances oiten hicakup 
hccau.se ceiiain groups led sidelined, hurt 
or used in ihc process ol alliance-building 
by the other gniups 
Similarly, the initial pioccs*^ oi Kmung 
to an iindersuuuling and an ligicement on. 
what is ihc common goal, by ihc dilleieni 
groups so as to torm an alliance is .ilso as 
equally important as ihc later pioeesses lo 
reach towards those goals Foi example, 
wedraw attention iolhccomioveis> among 
various groups in ihe soeialisi Icimmsi 
conicrcncc in Bombay in l9K()s Wc saw 
that uccu.sutions of being unii-lcminist and 
bourgeois idealists were hurled against each 
other by the opposite groups on the qucsi ion 
of extending the clause of burden oi pi oof 
over the accused to all rape cases, it is true 
that most rape cases do not lead to 
conviction ol accused because of the very 
nature of the law which puls the burden 
of prcMif on the rape victim. Howcvci. ihc 
tear that if such a clause is changed to pul 
the burden of proof on the culprit, it might 
be abu.scd hyahe government to implicate 
male activists in rape cases is also a real 
fear, and a real possibility. 

Although we .strongly agree with the 
position that rape law should be extended 


to all rape case$, we also recogtiise the 
possible atnbiguous emteomes of such a 
demand. It the recognition of this 
ambiguity in every political stance, that we 
would plead for, even while arguing and 
advocating our own political stance. 
Recognition of ambiguity does not mean 
that we do not live our politics. However, 
it docs mean living our politics with a 
heightened sensibility to indeterminacy, 
instability and transience [Pieterse 
1992:26J. This means living our politics 
without immediately coming to judgment 
on our opponent as .someone who is 
fundamentally wrong and therefore, needs 
to be annihilated, whether physically (as 
many far left groups do in India) or mentally 
and emotionally Perhaps only a recognition 
of such ambiguity could lead us to overcome 
the immediate need to accuse the other of 
either being an 'antifeminist’ or 'bourgeois 
idealist' as in the above case. Recognition 
of ambiguity could teach us to live our 
poliiics by going beyond the judgments of 
'right' and 'wrong' by developing an 
agnostic respect for our opponent. (Connolly 
(1993) defines 'agnostic respect’ as ''a social 
relation of respect for the opponent against 
whom you define yourself even while you 
resist its imperatives and strive to delimit 
Its spat‘cs of hegemony” (p 381). We would, 
alter C^onnolly. plead that an element of 
caie could he huilt up into contestation and 
conlcsiation into cure (p 382). 

Lastly, the 'contingent relational 
knowledge' could he a basis for localised 
plural emancipatory struggles around the 
diMcicnt discursively organised category 
'woman' They could also lead us to a 
coa 1 1 1 1 on pol 1 1 ics based on commoni y stated 
goals .ind ethics ot dialogue, thus creating 
ach.iinol equivalence by linking different 
dcinociatic struggles In other words, it 
coulil lead to a plural practice of feminism, 
wiihoui suppressing the difference. Such 
tcminisi political practice would have 
pol Hies ot diflercncc at its core. 

Notes 

I Tins pa|icr is dedicated lo women unii men of 
Kashiakari Sunghniana. a Thane based moss 
oi^Minsiiiion in Mahurashira, whohuve in.spired 
me Hu ough then situggle and taught me to live 
life m all ils complexHics This is a revised 
vcrsiiin ot a working paper submitted to the 
InsiHiHe ol .Social Studies, The Hague ] 

I Throughout this Icxl. the word ’udivasis' 
IS used instead ol trihals We do this for two 
a'usons (u) the word ‘tribe* has been used 
as an evolutionary' caicgonsuiion Ninnal 
Scnguplu (19KH) |)oinls out to un extension 
ol cvolutionury race theories among 
colonised people, hy the colonisers, thus 
inirodiicing the notion ot differential 
evolutionary achievements among coloni.^ 
ixropie. through the usage of the word 
irihcs*. He points out lo the internal racism 
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witliin India ihmugh tbc noagn of the word 
Mribes* so os to fit tn people who did not 
confirm to Aryan Hindu caste tradition 
(pp 943*44) (b) Secondly, we use the word 
'adivasi* because people we have worked 
with os also those elsewhere in India call 
themselves odivttsis and identity with this 
identity The word 'udivasi' connotes 
onginal settlers 

2 We borrow the understanding of discursive 
practice from Laclau and Mouffe (I98S) 
The concept ol discursive practice affirms 
that every reality is consiiiuled as un object 
of discourse, i e as an object of articulation 
It overamtes the dichotomy between "pure 
mental thoughts’ and outside reality" It 
also offirms that there tan be no distinction 
between whal aie usually called as linguistic 
and behavioural aspects of social practice 

1 We borrow the definition ol ‘aniculaiton 
from Laclau and Mouffe (19KS) Articulation 
IS any practice establishing a relation 
between dillcrential clemenis or coinponenis 
of concepts such that their identity is 
modified us a rcsuli ol the articulatory 
practice 

4 By sutured social they ok hi closed society 
or totality 

1 While we accept the iiii(m»i lance o| the 
debate on the londiiioiis im cmeigcfice ol 
new social movements vse (eel that it is 
beyond the scope ol tins pajKr to enter 
into the same Thus .ilihough wc discuss 
in u later pun women s movement in Indi.i 
as discursive practices wc will not gel imo 
an elaboration on whai kind ol a society 
India IS 

6 See the writings im iiiiernulionalisaiion ol 
capital by Icmiiiist wnicis Maria Mics 
et ul etc 

7 Jiidilh huilci (IV‘>(|) has developed a 
comprehensive criiu|itc iif dilteiciii 
veiHions of geiulci devclopmem bv the 
psychoanalytic discoiiises whether that 
discourse ts by Freudian psychtMnaIvsts oi 
by Lacanian fcmmisis She aigues that in 
Freudian discourse gcndci identity is a 
'*simuitancousaccomplishiiieiii ol coheient 
heterosexuality This disciplinarv 
production of gcndei effects a false 
siabflisaifon of gender in the inicTcsls ol the 
heterosexual cimsiruction and regulation ol 
sexuality (p US) she alst) aigiics that 
tcininisl appropriation ol psychoaiialvsis 
iinplies "an expressive model ol gender 
whereby ideniily is first hxed internally and 
only subsequently niamicst in some exterior 
way" "gender iJenliiy is understood as 
casually or miiiietically related to sex 
thus the "order of appcaiance that governs 
gendered suh|cctiviiy is understood as one 
in which sex conditions gender and 

i gender determines sexuality and desire 
although both psychoanalytic and leminist 
Iheoiy tend to disjoin sex from gender the 
restriction ol gender within a binary ielation 
suggests a relation of residual mimeticism 
between sex, conceived as binary and 
gender" tp .She finally argues that 
gender core is "an illusion discursively 
maintained for the purpose of regulation of 
sexuality within the obligatory fraiiw of 
reproductive heterosexuality' Thus she 
argues "if the inner truth of gender is a 


fahrioition and if a true gender ts a fantaxy 
^instituted and inscnK'd on the surface oT 
bodies, then it seems ihni gendcis can be 
neither true nor laisc hut arc only poHluccd 
as iht inith efjet t\ of a discourse ol pi unary 
and stable idcniiiy" (emphasis imnci (p 
117) Butler concludes by arguing «igains( 
reificalions of gender relalions hut lather 
(hat gender coherence he undcrstiKul as 
*ie\^uktivt \ fi( Him' rather ihiin tin* i tmnnim 
pntm lit our hheuiuou*' (cinph.isis mine) (p 
119) 

K Disiuisne structure fur iheiii h.is a inaiciial 
character Ihey use discouisc to overvonic 
the usual dichotomous opposition oi 
‘thought ic ideas’and I hi u.il woiid 
They argue that although (heic exists a 
world external to the thought it consfiuitcs 
as specitic ob)ccis through a disi.iiisi\c 
field 

9 They call the dillereniial posiiioiu 
articulated m a discourse as moiiiciiis wiulo 
those dillcicniial positions not aiiicid.iicil 
within a discourse as eieiiiuiis \p I oi 
Laclau and Moullc ckiiKitu nui s«.ll 


xubstiutiiiig nimns; nor dq they derive iMr 
identity rnrni a pre^:xislt(if whole. hor4l« 
pine dispunuon In this wny, Laclau aiid 
Mouffe overcome the essentialism of 
elements as well as the esscniialisin of the 
whole 

It) In this connechon Truong 0989) too. 
questions the poliiical authority of 
theory in the classical definiiion of its 
functions and their convergence ti e, to 
provide explanation and prescribe 

piacticCs)' tp II) 

11 Ihis lerm has been borrowed from 
Nndcison Benedict from his hook IniajaiHed 
( nmnumutc\ 

12 Indi.in National Congress led the freedom 
snuggle ol “Imlia' 

|i Kii Seva IS an offering of oneself for the 
(hitv towards god The term was used by 
HJH to mil talc people into coming to 
Avodhya to pcriorm their duty towards 
Kama a Hindu puranic king assumed to 
have a status ol god 

U Siudiii stands ioi red \ermilion on the parting 
ol the hail otaiii.iiiicdwoiiian It issyiiiholic 


SARTHI invites applications from interested and motivated 
persons, preferably women, for the following work 
opportunities 

1) Health Programme 

Coordinator: to implement and monitor a community- 
based health programme with special emphasis on 
women’s health 

2) Programme Coordinator; to strengthen local women’s 
groups. 

3) Research Associate* to undertake special studies in 
women’s health 

Post-graduates or Ph.Ds with initiative and experience in 
health, women's issues and development are encouraged 
to apply. Knowledge of English and Gujarati is essential 

SARTHI is a rural organisation situated in the backward 
tribal district of Panchmahais, Gujarat. All these positions 
would require staying in the SARTHI field area. Salary will 
be commensurate with experience, interested persons are 
invited to write to: Director. SARTHI, C/o GPO Box No. 134, 
Baroda-390 001. 
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fi manned wetoan many Hlndii 

comiiuiiiities. A bincUatahdbfor a ve^ 
on rhe forehead. It is symbolic of good 
fortune and married women ore supposed 
to wear red vermilion on their foiebeads. 
A forehead without a vermilion is considered 
as an unfortunate one because it stands for 
widowhood. 

15 The forthcoming information has been 
adapted primarily from Radha Kumar 
(1993). 

16 I borrow this word from Iris Young (I99(): 
320). 

17 I borrow the concept of hybridity from 
Pietcrse J N (1994) who refers to 
hybridisation as a cross procc.ss (p 12). He 
calls hybridisation as an age of boundary 
cro$.sing (p 20). 
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MaratM Literature as a Source fnr 
Contemporary Feminism 

VMyul Bbagwat 

Unlike other radical movements in Maharashtra which refused to treat tradition as a deadweight opposed to modernity 
and emancipation, the feminist nwvement in the state ignored its own tradition of a succession of women saints and other 
women writers who had inverted, and occasionally even subverted, the classical ideals of womanhood emlyodied in the 
hegemonic texts. The movement paid a price Jor this failure: it appeared to be based on dry, upstart ideas lacking roots 
in the soil. This paper seeks to demonstrate the continuity of women's protests in Marathi literature from the beginning 
to the present. 


TILL very recently Indian women were 
treated as a silent lot in Indian history. No 
one had expected them to possess a voice 
of their own. The notion of recording their 
alternative conceptions of culture and power 
simply did not exist. Nor was there any idea 
of studying Indian women's successive 
critiques of ideology for the purposes of the 
present. Almost overnight we are ex¬ 
periencing a sea-change. Anyone who wishes 
to study Indian women is talking not only 
about their evergreen creativity but has also 
about the vigour and quality of their 
expression. We have gone even further. 
Instead of talking about one monolithic 
tradition of Indian women's protest and 
creativity, we acknowledge the immense 
variety of their projects and voices. Wc arc 
demanding new research on the.se differen¬ 
ces with the hope that comparisons with 
other regions and languages may in due 
course of time yield a coherent and 
meaningful body of knowledge. 

I too was part of ihi.s process of growth, 
1 also took an inordinately long time to 
realise that I was a pari of a tradition that 
1 could bank upon; a rich tradition which 
opened for me, when in need, new cultural 
vistas and made available fresh conccplual 
frameworks in dealing with the problems ol 
the present. Now I think I know .something 
about this tradition in Maharashtra, u.s 
available through Marathi literature I. 
therefore, need to tell you h<»w I made this 
kindot athcoretical journey My observations 
will obviously be rooted in tny background 
and be limited by it. But hiipcftilly they may 
make some progress in a new direction in 
women’s studies. 

I was bom and brought up in an urban 
middle class family in Bombay. My parental 
family shared more or less the same values 
which pervaded families of similar social 
status. It was neither an onhodox nor a 
progressive household. The needs and 
priorities of fhc male members, namely, of 
my father and two brothers, always took 
precedence over the interests and a.spirations 
of my mother and mysdf. But this was taken 
almost as a natural state of affairs by us all. 
It was m)i that I did not realise the secondary 
importance which was given to me in 


comparison with my brothers. I did entertain 
some rc.sentment about it. But no .senior 
woman relative of mine, including my 
mother, nor anyone in the large circle of my 
schoolmate girls ever thought it fit or 
worthwhile to discuss similar experiences of 
their own. In the final years of my school 
life, when I wav 12-16 years old, I came 
under the influence of two remarkable 
teachers - a man and a woman - who 
intrcxiuccd me for the first time in my lilc 
to the larger universe of social and political 
thought and practice. I began to take animated 
and uninhibited interest in all social and 
political events which impinged upon my 
existence. Still no one. even in this new 
circle, paid any attention to women's 
problems, predicaments and perspectives. 
The ill treatment experienced by women was 
no doubt noted and talked about. But it was 
believed that the emancipation ol the .scKicty 
as a whole could eventually pul an end to 
all women's problems. When I left my 
.schooldays behind and entered the realm of 
collcgiatccducaiion. I stilUlidnot experience 
muchol a change in terms ol my experiences 
as u woman. As a teenager and then as a 
young woman. I had to take some extra 
precautions in my deportment and expression 
to avoid evc-teasing and occasional male 
harassment The need lor these additional 
disciplinary controls was routinely absorbed 
by me. Again m» one in my domestic or 
public circles made me see these additional 
burdens as a problem. At I he university 
level, I specialised in Marathi language and 
liicraiurc. My teachers and rellow-.siudcnis 
owing loyaliies to competing ideologies and 
political programmes often u.scd to utilise 
the entire body of Marathi literature to seek 
support for their po.sitions. The radicals u.scd 
Jo uncurtii and analyse protests again.st the 
traditional .social order and/or the orthodox 
literary canons. Interestingly, the differen¬ 
tiations and the specificities related to the 
caste or class tif th^e lcxt.s and authors were 
thoroughly discussed. In thi.s whole game. 
It was a quite commtm practice to draw upon 
relevant material Irom women writers - 
ancient and modem. Yet no one took note 
of the voicc.s of women as women. In.sharp 
contrast to the attention paid to the caste or 


class dimensions, the gender dimension of 
the whole literary and social history was not 
mentioned. In a nutshell, my formal ^ucation 
left me scx-hlind in tackling problem.^ of 
culture and power. 

After the first three to five years of my 
married life. I once again began to participate 
in contemporary radical movements around 
me. Both within India and outside radicalism 
was in ascendency. The .students, the youth, 
the blacks, the women and oppressed 
minorities of all kinds hud taken the path 
ol revolt. In India various kinds of grass 
roots organisations and movements were 
coming up in a big way. A major and a very 
Welcome and crcalive change was taking 
place. The young radicals from all quarters 
were throwing off ihe shackles of dogmatic 
versions of Marxism, democratic socialism, 
and tor that matter even liberalism. They 
were adopting new conceptual Irameworks 
and experimenting with new strategics of 
action. Problems ot the various oppressed 
sections ot the Indian society - the tribals. 
cultural and religious minoritic.s. slum- 
dwellers. landless labourers, the non- 
organiscd sections of the toiling masses, 
etc - were highlighted and discussed in 
depth. In mo.st ca.ses a con.scious attempt was 
made at (he theoretical and practical levels 
lo reappropriate in u dynamic manner the 
emancipatory content of traditional texts 
and of the tradition it.sell within which they 
arc embedded. A creative release of the 
essential core of tradition into a new context 
was sought. The Marxists as well a.s the 
liheral.s endeavoured to utilise the 
revolutionary potential in tradition to justify 
their new strategies and concerns. 

The contemporary feminist movement in 
Maharashtra ul.so arose in the wake of this 
development. A number of dedicated 
women's groups with different ideological 
perspectives emerged - first in Bombay, 
then in Pune and soon in other urban centres 
and finally even in the countryside. Women's 
studies programmes were also inaugurated. 
Yet the feminist movmneiH in Maharashtra 
differed from other radl/caJ movements in 
one crucial area. The non-feminist radical 
movements were increasingly refusing to 
treat tradition as a deadweight opposed to 
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jnciiferiiity aitd they wttc 

ttytngtoilevdopacriUqtief^iraditto^ which 
would lay bare its essemtal emancipatory 
core. For a long time feminists igmtrod ihctr 
owri tradition of a succession of women 
saints and other women writers who had 
inverted and occasionally even subvened 
the classic ideals of womanhood cmbixlicd 
in the hegemonic texts. The movement paid 
a price for this failure. It appeared to be 
based on dry, upstan ideas lacking roots in 
the soil. It is only recently, when the 
movement lost some of its momentum, that 
I began to worry about this lacuna. In my 
restlessness and also as u pan of my other 
commitments and interests. 1 turned to 
literature for comfort and. honestly, even 
.some kind of an escape from the harsh 
realities of social life. Suddenly I discovered 
the tremendous potential of the Marathi 
tradition which ussened women’s right to 
lead a life of their own. Tliis realisation not 
only provided me with new sources of energy 
and ideas but opened my eyes to whole areas 
where women’s studies can achieve 
remarkable progress and fruition.*Ac¬ 
cordingly I present here the way I came to 
see the continuity of women’s protests in 
Marathi literature right from its inception to 
the prc.scnl day. 


Pre-Colonial Period 

The first phase of women’s literature in 
Marathi covers a period from I ^th century 
AD to the beginning of colonial rule at the 
end of the 18th century. During these six 
centuries we come across a long line of 
women saints. They followed one after the 
other with amazing regularity. Some of them 
are known and cherished in all Maharashtrian 
households. I soon realised that they were 
known in u certain curious manner. These 
women were without exception referred to 
in relation to their male gurus or mentors. 
For example, we always talk of Mahadaisa 
of Chakradhar. Jani of Namya, Little* 
Muktai of Dnyaneshwar. Bahinabai of 
Tukaram, Venabai of Ramdas and so on. 
This is a classic instance of how the 
hegemonic order manages to reappropriaie 
emancipatory drives for its own legitimation. 
I began to a.sk myself a question. Why had 
fcmiitLsts not perceived u theoretical 
challenge when they came across these male- 
oriented identifications of these bold women 
writers? 

MXHANtIRHAV WoMEN 

I first realised this when I began to consult 
the writings of the heretic Mahanubhitv sect 
which emerged inthe second half of the 1.3th 
century. A succession of Mahanubhav 
women writers including Mahadamba. 
Kamalaisa. Hiraisa. Nagai.sa have left for 


l^stbrity a rich stoit; trfi doflMmtic protest 
liler^ire. As Racside has observed, the 
Mahanubhav diKirinc is *'..xicsigncd only 
for the sunyasi. There is no provision for lay 
hangers on. no ritual, no real sense of 
community, no tangible objects of worship - 
except of course for Chakradhar (the 
founder of the sect) himself as the latest 
incarnation at God" |in Tulpulc 1979:5921. 
Chakradhar's radical measures included a 
bun on the ritual isolation ot menstruating 
women, a common feature of Brahmanism. 
Chakradhar himself had rebelled against 
various indignities meted out to women. 
One cpi.sodc iii Li'elarhantra rcctrrding the 
.story of his lilc goes this way. A brahmin 
had five daughters. All of them were widows. 
The neighbours habitually used u> refer to 
(hem as ’randas' (literally pro.stituics). But 
Chakrtidhur himself always used to identify 
them as the ‘panchaganga’ (five Gnngas or 
rivers) IKollc 1982:405]. Chakradhar has 
received high praise Irom modern social 
reformers and even literary critics. Ansa, his 
equally courageous woman follower, did 
not receive equal attention. Pindadun, the 
ritual offeringof lood to (he .soul of the dead, 
is laid down in the shastras as the duty of 
the son or, in his absence, of some other male 
member ol the laniily. Women were denied 
thcnghltoollei pindadan Yet Ausadeclared 
that 

I am (he daughter and 

1 am (he son (no 

I Kobe I982:.WJ! 

This expresison ot exemplary defiance of 
(he oppressive pairiarchal order was nol 
emphasised even in (he Mahanubhav 
tradition Another Mahanubhav woman. 
Batsu, itiso rebelled against (he gender-bused 
rules which permitted natural bodily 
movements and expressions lor men but 
imposed severe rc.stnctionson women in the 
name of privacy, grace and modesty. Baisa 
used to take her exercise of 250 ‘sashtanga 
namaskurs (prostratesalutations)unmindful 
of the men who might be gazing at (he 
‘private’ parisof her body | Kobe 1982:415- 
171. Tradition praises Chakradhar lor saying 
that a woman has no need to be ashamed 
when she has to bare her breast to feed her 
infant nor to feel embarrassed while bathing 
her child upon her exposed thighs, the 
common Indian practice (Koltc 1982:227). 
Once again the silence maintained about 
Baisa’s practice and the praise offered to 
Chakradhar .stand in marked contrast. 

Vark.ari Wom:;n Saints 

We must turn to the Varkah tradition to 
uiidcrstand the full depth and grandeur of 
women’s protest in Maharashtra. Among 
the muss of people in all pans of Maharashtra 
and particularly in rural areas the Varkari 
sect and its tradition rcnriuin today u source 
of inspiration and comfort. As Dcicury. a 


French ex-Jesuit scholar, has pointed out it 
is not a church but a movement: '*...thti«e is 
no centralised organisation, no hierarchy, po 
general councils, no credo, no sacraments” 
[in Tulpule 1979:2]. Maharashtra’s cultural 
ethos is (o a considerable degree shaped by 
this religious upsurge of the 13th century. 
It was a pan of the larger bhakti (devotion) 
movement which arose first in the Tamil 
region around the sixth century, and later 
spread trnm there to encompass Kannada, 
Marathi, Hindi and other language areas. It 
played u role similar to that of the Protestant 
movement in Europe. As Lcic puls it. ‘The 
Varkan poets spoke for a community of the 
uppres.sed f sanvasarasranta’) their critique 
of ideology thmugh a phi losophy of devotion 
in life ('bhakti’)" [LcIc 1981:33]. A K 
Ramanujan has made it clear that "bhakti 
movements arc ul.so stK'ial movements. We 
should not forget that here all sorts of cnicial 
human cxpcnences are cast in religious idiom. 
In bhakti ‘man is a man for all that’ and 
women are very much a part of the scene. 
Feelings arc more important than learning, 
status and privilege. In fact status, panditry, 
even maicness and the pride that goe.s with 
such things arc seen as obstacles to a fnie 
experience of God. Once such a position is 
taken, anyone at nil is qualified to experience 
God. To be human is to be qualified” 
(Ramanujan 197.^:10). it is no wonder that 
radical intellectuals and movements in 
Maharashtra have tried to appropriate this 
rich heritage to further their causes as 
champions of the working class, the 
peasantry, the .scheduled ca.stcs, the tribats. 
So loo later on did radical nationalism use 
this tradition against alien domination (Satdar 
1969. Palil 19821. 

The Varkari movement produced a long 
line of women saints. Women of all castes 
and regions in Maharashtra - Janabai, 
Muktabai, Gonai, Rajai, Ladai, Kanhopatra 
and Bahinabai - have left a rich body of 
lilcraiiirc- This is no accident. All men saints 
in the Varkari movement always supported 
the cause of women. Eknaih is considered 
to be one of the four pillars of this tradition. 
Zclliot has translated one of his songs ‘Amba, 
satvar pav gc mala’ [Zelliot 1987:98-991: 

Save me now Mother - 
I’ll offer you bread. Bhawani 
Faihcr-in-law is out of town - 
Let him die there 

I'll offer you bread. Mother Bhawani 
MotherMn-law torments me - 
Kill her olT 

ril oftcr you bread. Mother Bhawani 

Sisicr-in-law nags and nags 

Make her a widow 

ril offer you bread, Bhawani 

Her brat cries and cries 

Give him the itch 

I’ll offer you bread, Bhawani 

ril give my husband as a sacrifice 

free me mother* 

I’ll offer you bread. Bhawani 
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Eka lanardan say^ 

Let them all die 
Lei me live, alone! 

The song offers a classic example of the 
Varkari understanding of women's problems. 
Zelliot writes, woman's plea to the 
Goddess for deliverance from husband and 
tn^laws is, one of Eknath’s most popular 
bharuds today - in spite of the fact that it 
counters the image of the devoted wife!" 
The bharud <a moralising burlesque) can be 
interpreted in metaphysical terms as an 
allegory for casting oft various sms and 
worldly attachments. It can also be inierprcicd 
as a comment on the ncccs.siiy for women 
bhakti saints to give up husbands and homes 
to achieve the freedom to dcvoic themselves 
to the worship ot ihcir Lord, as A K 
Ramanujan has pointed out. The Lknuth 
touch is that il also reads as a married woman's 
bitter, ironic and quite tunny cry (or rclea.se. 
Both Amba and B ha warn are common 
Maharashtrian names tor the Goddess. 

When I started reading .saint literature, 1 
came to realise that it is a large re.servoir ot 
an imminent critique ol patriarchal 
oppression. Recently the feminist movement 
and the women's studies centres in 
Maharashtra have made some efiorts to 
interpret and analyse this iradition IDe.sui 
1985; Sheradc 1989; Bhagwai I99()| A lot 
more can be done in this direciion. 

Since research carried on by leading 
feinini.st scholars like Kurnkum Sanguri. 
Sudesh Vdid, IJrna ('hakravarly and 
kurnkum Roy usually appears in Hnglish. 
it rarely reaches activists in the women's or 
Dahl movements. The latter tend to shy 
away from studying Bhakti literature tor 
fear of being branded ‘brahman’ or Hindu’. 
If however, wc listen to ihc women saints, 
we would certainly secure valuable insights 
into the history ol M;iharashira as well as 
into contemporary problems 
Take Jannbai, for example She was horn 
into a shudra (low caste) tamily and 
functioned as a dasi, that is. as a bonded 
domestic servant. While the tradition insists 
(hat the household m which she worked 
brought her up benevolently as one of its 
own, the fact remains that Janabhui always 
identified herself as ‘Dasi Jani*. Her poetry 
is full of references to ihe hard choios which 
she had to perform, which deprived her ot 
the space necessary for u dialogue with her 
own emancipatory God. In one of hoi olt 
quoted 'abhangas' (devotional songs), 
Janabai says: 

As a kite roams in the sky 

And still thinks ot its young ones 

Or as a mother is trapped in the hiHischold 

work 

And yet longs for u child 

Or os a female monkey climbs from iicc to 

tree 

And yet clasps its young ones 

So is miXher Vithohu to us, viya Jani 

[Shh Namthv Gatha 1970: 9401 


Through total surrender to Vithoba, the 
heretic, ritual-free God of Pandharpur, 
Janabai recovered her status as a free and 
autonomous human being. Her poems offer 
us a combination of a deeply felt sorrow, 
a product of the fact that she was bom as 
woman, and a confident assertion that she 
could in real life undermine the cultural 
confines which denied identity to her 
kind. In another famous ‘abhanga', she 
declares: 

I will let my sarcc slip 

from my head to the shoulders 

Hold iny head high and walk 

into the markcl-placc 

Taking cyinbuls in hand and veena on 

.shoulder 1 will go 

Let me sec who forbids me 

I have opened u shop in Pandharpur 

put oil on my wrist now 

Jam dcclaics hcrsell a prostituie 

Leaving you O God, this ‘home' 

f,V/?n Nnnificv Gatha 1970: 1711 

Ramanuian comment.s on this song: 

Such a throwing away of clothes is a 
throwing away of concessions to social 
conventions, dcicnccs and investments. 
Nakedness signifies being open to the 
experience of God" [Ramanujan 1989: 13]. 
Janabai also claims: 

I am completely relaxed 
1 um exulted, happy in all respects 
I am indilleient to distinctions 
of sex oi body 

|,S7i/7 Namdev Gatha 1970: %31 
She stales categorically: 

I am known to the world 
as mciely Naina’s maid servant 
I am not teamed 
I have noi listened to discourses 
noi have I contemplated 
I do noi unJei stand proprieties or 
improprieties of (his world 
|,S7/n Naauhv Gatha 1970: 971) 

And yet the stamp Namayachi dasi 
(Namdeo’s maid) has sealed hcriruc message 
to this day. It is lor us us .students ot women's 
studies to release it. 

Then take Mukiabai. When I read her, I 
was struck by her cool staiemetu that: 

Do you desire self realisation? 

Tlicn do not blindly lollow others. 

Seal eh loi Uic truth m your own self 
Thcie lies wisdom. 

\Tartiht'Ahhattfia 1978: 12) 

The strength of her character and conviction 
IS attested hy ihc following myth which is 
popular in Vark.in circles. It i.s recorded in 
the fhii t vtfaw a (Kipulartcxtof the Viirkaris 
Once when Mukiabai was bathing in the 
nude. Changdev, a reputed male yogi, 
happened to come ihal way. When he saw 
her, he turned his back in .^biime. Mukiabai 
found fault with his behaviour, as he was 
known as an accomplished yogi. She told 
him quite bluntly that: 


One is not ardtamed to «iaft at 
the niches in the wall 
Do the cows grazing in the 
fields have any clothes! 

I too am like the cows. 

Why are you embarrassed at my sight? 

As Ramanujan has remarked "... By 
exposing the difference between male and 
female, by becoming indifferent to that 
difference, she is liberated from it-and 
liberates anyone who will attend to it" 
[Ramanujan 1973: 13]. 

Bahinabai was the last great woman saint 
in this iradition. Even though a brahmin by 
birth, she accepted Tukaram. a great Varkari 
.saint of shudra origins, as her gum. This 
created a crisis in his personal life. As 
FeIdhou.se relates "...with wounded pride, 
unable to understand devotional religion, 
and full of the prejudice of his high caste 
and superior sex, Bahina's husband prepared 
to leave her..." [Fcldhouse 1982: 596). In 
u perceptive account of Bahinabai's life and 
work Hardy has noted: "il is certainly true 
that some general complex, say ‘bhakti', 
was operative in Bahina's environment 
independently from whatever personal 
application an individual might use it for. 
Ncverlhcle.ssBahina shows quite clearly that 
such complexes become alive only in 
specific, individual contexts that might in 
fact modify them considerably... And this 
rc.soursc itself was by no means pre-given 
to her, il came about through uncon.scious 
struggle and personal choice. The result too 
throws light on her' Hinduism'. She emerges 
as a woman who had come to terms with 
the problem of I ife, ready to take on a positive, 
active note, and who at the same time knows 
that... life has come to an end lor her" [in 
Fndhelm 1982:177). Bahinabai was .strong 
enough to defy the traditional ideal of a 
‘pativraia’ (u loyal wife) defended by the 
orthodox patriarchal order. She chose to 
interpret her'pativratadharma’(wifelyduty) 
in a .startlingly novel manner. She says: 

You cannot approach God 
If you do not love your husband 

But then she adds that 

A true wife is she who is uWare of her own 
self 

Being married she has to fulfil her family 
duties; 

hut she must have the craving for spiritual 
salvation too 

It Is possible that the husband, 
children and others may not approve, 
hui she must not give up her tme path 

She asserts: 

She who.se mind constantly contemplates 
C<hJ 

Is recognised in the three worlds as the 
dutiful wife. 

\S(nit BHhmtdwmchit Ceitha 1979: 205) 

She, therefore, concludes that women as 
also men who live their worldly lives with 
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realikUUMm) ate mie wives The path of a true 
wife IS as neceaaary tor a man as tl is tor 
a woman A measure ot Bahinabars 
achievement can be gained from the tact that 
in the end she actually managed to convert 
her husband to the Varkari sect She 
persuaded him even to accept Tukaram as 
hi$ gufu' 

Bahinabai also interpreted her duty towards 
her child in a revolutionary manner She 
boreonly one child and regretted this bitterly 
Using a strategy totally difterent Irom the 
sterotype hancM down by the patriarchal 
order through the centuries she iranstormcd 
her child in lier mind and treated him as 
a companion m a former life Bahinabai 
must have gained this audacity and 
independence ot mind through her close 
contact with the living tradition of 
emancipatory resistance waged by the 
outstanding women saints from the Hlh 
ccntiirv 10 her own IKlh century 

In my opinion women’s studies have much 
to gam from following seriously 
Ramanuian’s advice ‘ Anyone who wishes 
to study Indian women listen to ihcir voices 
and find alternative conceptions in Indian 
civilisation oltcn startingly dilfereni Irom 
what one is used to in our classics should 
turn to materials like the lives and p<K*ms 
of the women saints women’s talcs songs 
riddles games and poverbs in oral traditions 
all over the country and the myths and culls 
of goddesses [Rnmanuiaii !41 

II 

Colonial Period 

The years IHIH I94K span the pciiod of 
colonial domination Colonialism gave rise 
to a new Emglish educated class of 
intellectuals In the words ot Lcie I he new 
intellectuals had the task ol justifying noi 
only their own subaltern existence but alsci 
an alien regime, looked upon with suspicion 
both by the indigenous ruling class and the 
common people fLcIc lyKS) This new 
intelligentsia absorbed some ol thcuidiiarian 
individualistic radical bourgeois ideas Irom 
Us wesicrn counteipart I is cnlhusiasm lor 
sprcadig female education at all levels had 
striking results There appeared «i new body 
of creative and critical liiei iturc in Marathi 
both by women and about women Acc 01 ding 
to Dandavalc, during the ycMrs from 1K7T 
to 1920 some TOO women produced books 
pamphlets iKcasional papcis poems, short 
Slones, novels and essays devoted to a 
vanciy of topics iDandav<iic 1921 2 M A 
good idea ot the depth and quality ol 
women's protest and the level ol con¬ 
sciousness can be gained horn the wniings 
by three outstanding I9ih cciuury women 
- Tarabai Shinde (clK50-l9l()). Pandiia 
Ramabai (cl8SK-l922), and Anandihai 
Joshi (CIK6S-I8H9) 


Tarabai Shinde'itllow 

Puruih Tulana' (A Comparison ol Men and 
Women) with a subtitle * An Article Penned 
by Tarahai Shinde with the Purpose of 
Making a Comparison between Men and 
Women and Intending to Explain as to Who - 
the Men or Women - Arc the More Brave* 
remained virtually unknown until 1975 when 
It was accidentally tound by the well known 
scholar ol Marathi literature, S G Malshc 
Till then only a rclcrcncc to it in one of 
the essays ol Joiirao Phulc had kept its 
memory alive Tarabai is beyond doubt a 
very original courageous and biilliani 
critic Hei bold exposure of patriarchal 
oppression was so tar ahead of her limes 
that the public lapse of memory in this case 
cannot be an accident^ 

Tarabai Shmdc inherited the tradition ol 
the counicr-cullur.ll revolt by the oppressed 
non-brahmin castes of Maharashtra under 
iherevolulionar} leadership ot lolirao Phulc 
(1827-1890) who challenged all aspects ol 
the brahmanical hegemony and gave a bitter 
and compichcnsivc exposure ol brahmanic 
ideology He look the r.idical sicpol starting 
the lirsi schiHil lor giils as well as the first 
school loi \luulia and aiisluulra (non- 
hrahmin sawaina castes and unioiichahic 
castes) children - both hoys and giiIs Al 
the ihcoielK al and piogrammatic level F*hiilc 
worked loi a broad alliance ol all non 
brahmin casies and women against the 
oiihodox Hindu social order Tarahai 
Shmdc s bookici was published in 1882 in 
response to an aitick that h.id appc.ircd in 
Punt Viuhhax wiihrcgardloahotlydiscussul 
incident A young widow named Vijavalaxmi 
had been seniciiccd lo de.uh by the 1 ourt lor 
coinmilling inlantuido Pttiu Vaihlun 
printed an aiiicic making a vicious attack 
on Vijaval.ixmi and women in general lor 
then modeinisiic loose moialily 
larabai s cssav picks up evciy single 
accusation made against women and 
demonsii.iies how men invanahly are 
themselves the peipetialors ol the verv vilcs 
they so olien locate in women Tarabai mnsi 
have been lamiliai with the various themes 
in the contemiKiraiy social relorm debate in 
Pune and wcsicin Maharashtra O Hanlon 
has pomleJ out that what these ditfcTcnl 
male pci spec lives shared in common 
however was the locus iiscll upon women’s 
immorality 0 ihcrthanlh. 1 i of the men willing 
to consort with them and upon women s 
conduct m general as the central .ind sensitive 
haiomeicr ol he hc.ilth ol the iiaditioir 
Moic importantly O’Hanlon remarks with 
great insight In slightly different ways, 
both perspectives (orthodox and liberal 
iclormisi) cicaied a ptisition tor women in 
public discourse at once ol acute respon¬ 
sibility and ol powerlc,ssness,conf mod within 
on cssentialised nature and deprived of any 
recognised picsence ol power ot agency on 
their own account” Tarahai Shmdc ultered 


fully worked-obt analytiis of the 
ideological fabric of Hindu patriarchal 
scKicty She also haii the dtslinction Of being 
the first Indian feminist literary entic. 
Tarahai’s exposure ol male stereotypes of 
women appeared almost a century before 
Simonedc Beauvoir’s ondSex Some 
idea ot her thinking may be gained from the 
following arguments 

Gixi hi ought this ama/ing universe into 
being, and he 11 was also who created men 
and women both bo is it true that only 
wonicn's bodies aic homeito all kinds of 
wicked \ Ices K)1 have mui got lusi the same 
t.iulls .is wc iiiui in women' I wanted this 
to he shown ahsoliiiLiy cie«it)y and that's 
the loason I vc wiuicn this small hemk, lo 
JclcnJ the honoiii ot all my sister 
couniiywomcn I am not look mg at particular 
casics or tamilics Iilic ll s a comparison 
gisi between women and men |0 Hanlon 
1904 7 ^) 

And again 

But cvciy dav now we h.ivc to look at some 
now and nioic lion ihle example of men who 
aic really wicked and their shameless lying 
tricks And not a single person says anything 
about It Instead people go .ihout pinning the 
blame on women .ill the lime as il everything 
had was then fault When I s.iw this my 
whole mind fusi heg.in chui ning and shaking 
out ol Iceling loi the honoui of womankind 
So 1 lost all my (cat I |usi couldn’t stop 
myscll writing .ihout it in this vciy biting 
langu.igc (O Hanlon 1994 771 

She goes on in the same tone 

Because you men all aie the same all lull 
ol lies and duty lucks But I come Irom the 
wcakci side ol n.iliiic so you will sec all 
sons of faults in this hook still all I’ve 
done heic i^ wtiic down what I sec with my 
eves |0 Hanlon 1994 77) 

The utiei independence of thought and 
(icrson that l.irabai had achievcxi can be 
judged by the lines which immediately lollow 
the above passage She continues 

I am not going to ask all the usual things 
hcic don l just ignoic this hook read it 
carctully, give it some suppoit and so on 
All I ask ll vou’ie really someone with an 
oiscn mind think about it carefully and see 

II what 1 sny is tiue or not But il you just 
kick yoiii horses forward to pioicct those 
talk y rcpiiiaiions ot yours I ’ vc got no remedy 
toi that Still I will myself always struggle 
ind sin VO lot ihc good of my own kind, and 
keep on sowing the seed of good conduct 
m thou minds (O Hanlon 1994 771 

With ilK solitary exception ol Jottroo 
Phulc no one even in Satunhodhak Samaj 
(the radical non-hrahmin movement) 
established by him cared to take Tardbai’s 
woikseriously Intact KrishnaraoBhulekaf, 
a close associate ol Phulc and the number 
two man in the Satsadiodhak movement, 
made a violent attack on thcbtxik, not devoid 
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of pcmtial abuiic. ii is no wonder the essay 
was allowed to be forgotten. Tarabai's 
narraiive device is simple. She takes one by 
one every single representation by men of 
female nature in authoritative Sanskrit and 
vernacular litcraiurc. cultural and religious 
canons, and refutes them point by point. A 
similat strategy was adopted a century later 
by Simone dc Beauvoir in The Senmd Sex. 

Why IS It that the contcinpirrary feminist 
movement in Miiharushira <undciscwliere in 
India) and the existing women's studies 
programmes have failed to conceive of a 
programmcofanulysisofthc entire structure 
of Indian mascuiinist culture? It seems to 
me that there must be something in our 
approach that has made us blind to the 
possibilities ot employing strategies which 
Tarabai Shindc had pioneered in our own 
country. 

Another remarkable figure produced by 
the 19th century social lermcnl in 
Maharashtra was Pundita Ramabat (IK5H' 
1992), who became a legendary figure very 
early in her life. A B Shah, an author known 
for his preterence tor undersiaicmeni, talks 
ot'Ramabdi*K achievements in these words. 

PandituRamubai Saraswati.. was the greatest 
woman produced by modern India and one 
o1 the greatest Indians in all hisloiy... She 
was a Sanskrit scholar She was the first to 
introduce the kindergarten system ot 
education and also the first to give a 
vocational bias to school education in India.. 
She was the first to rebel against the inhumun 
slavery to which widows arc suh)cctcd in 
Hindu society and to lay the toundniions of 
a movement tor women’s liberation in 
India., while she accepted, oven invited, 
assistance from all ovei the world, she ncvei 
compromi.sed her piineipics for the sake ot 
pleasing anyone [Shah 1977:xi| 

Pandila Ramabai's uuiohiography A 
Testimony and many other important books 
including The hfitih-Caxte Hhuhi Woman 
mdSiree Pharma Neeii (Morals ttir Women) 
written both in English and Marathi stand 
testimony to herlhcoietical clarity, analytical 
vigour and realism. 

Pandila Ramabai ttnik the courageous step 
of accepting Christian faith even through 
she came from the highest bracket ol the 
Maharashtrian Hindu social order. (She was 
by birth a Chilpavan brahmin.) The 
independence and integrity ol her characici 
is clear when we rcali.se that she earned 
throughout her life a simultaneous battle 
against both the Hindu and the Chnsiiaii 
religious hierarchies as well .is against Hindu 
and Chnstian masctilimst social norms. In 
a letter to Sister Geraldine, her church 
supervisor, dated May 12. 1KK5, she wrme 
bluntly: 

it seems to me that you arc advising me 
under the WR (authorities ol the Sisters of 
the Community of St Mary the Virgin. 
Wantage, England) to accept always the will 


of thoae who have authority, etc. This, 
however, t cannot accept. 1 haven conscience, 
and a mind and a judgment of my own. I 
must my.sclf think and do everything which 
GOD ha.s given me the power of doing... 
Although priests and bishops may have 
certain authority over the church, yet the 
church has another Master who is .superior 
even to the bishops. I am. it h true, a member 
(vl the chuich of Christ, but I am noi bound 
to accept every word that falls down from 
the lips of priests or bi.shops...Obedience to 
the law and to the word of God is quite 
diflcrcnt from perfect obedience to priests 
only. I have |ust with.great effort freed 
myself from the yoke of the Indian pric.stly 
u ihc. so I am not at present willing to place 
myself under unothei similar yoke hy 
accepting everything which comes from the 
priests as aulhon.sed command of the Most 
High [Shah I977:59J 

The bold and yet balanced attack made 
by Rumubai on the patriarchal order is 
exemplified in the lollowing passage drawn 
from her book The Hif>h-Ca.ste Paula Woman 
publi.shcd in 1887. She writes: 

Those who have done their best to keep 
women in a stale ol complete dependence 
and Ignorance vehemently deny that this has 
anything to do with the present degradation 
of the Hindu leiigion 1 puss over the hundieds 
ot iionscn.scs which arc brought forward as 
the .strongest reasons tor keeping women m 
Ignorance and dependence... meanwhile ii 
IS t)ur duty lo take the matter into serious 
considcialion. and to put forth oui best 
endeavoui s to hasten the glad day lor 1 ndiu' s 
daughters, aye. and for her sons also; because 
in spile of pi Olid assertions of our brethren 
that they have not suffered tiom the 
degradation ol women, their own condition 
betrays hut icni plainly the contrary. fRamahai 
1981*48] 

Anandibiii Joshi (I86.S-89) is another 
remarkable woman of the last quarter of the 
I9lh century. Alter her marriage at Ihc age 
ot nine, her husband in a typical colonial 
rclormisi tashion compelled her to embark 
on a course ol western-style education. In 
1883, she went to the US tor advanced 
medical studies and she graduated in 1886 
from Women’s Medical College in 
Philadelphia. She was the llrst Indian women 
to study modctln medicine. In February 1889, 
very soon alter her return Ironi America, she 
died at the very young age of 24. Ilei 
correspondence with her husband from the 
US gives us a gtnid idea of the tremendous 
insights she gained into the Hindu and 
Christian patriarchal .sy.stcm.s. From her letters 
it is clear that she saw through the straicgic.s 
employed by the ‘modern’, ‘progressive’ 
Indian educated men in the period of anti- 
colonial nationalism to mould u ‘new’ Indian 
woman to suit their emerging bi>urgcot.s 
needs and lastas. She was able to set forth 
in clear objective terms the price which men 
have to pay for enslaving women. Unlike 


Ramobai, whom she knew iwett, oM ^ tM 
change her religion. In a sketch of her own 
preferences. Anandibai identified slavery 
and subjugation as the things in the world 
which she most disliked. fKanitkar 1912] 

The record of these three 19th century 
Marathi women thinkers gives us an idea of 
the rich heritageof women’s protest Hteratuie 
which we have hardly begun to tap for our 
purposes. Even the treasure of women’s 
writing of our own century is so rich as lo 
ju.stify a long-term programme of collective 
re.search. 

Ill 

Post*1967 Protest Literature 

I 

For wimt of space I pass over the women’s 
literature from the loginning of the 20th 
century to 1967, The writings of these years 
reflect the perspectives and expcnences of 
women in the environment of the freedom 
movement, the epoch of Mahatma Gandhi 
and Pandit Nehru. By 1967 the giKxl as well 
as the poor results of the development 
strategies adopted by Indian decision-makers 
began to become manifest. Indian .society 
was in the process ol shedding its pre- 
industrial form. Inevitably more cleavages 
and discontinuities than in the earlier period 
characterise Indian society today. Women’s 
protest literature of the period since 1967 
compri.scs a wide variety of approaches in 
terms of both substance and form ot 
expression. Gaiiri Deshpande, lor example, 
expresses creaiively the aspirations and the 
dilcinma.s ol women who have accepted the 
values and life-styles of progressive 
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}niilfv}4ii«ti*m. Tlie ami 
(tapicts typical of her upperdats, highly 

titenile« westernised elite sisters. Kamal 
Desai also adopts liberal, reformist, 
individualistic worldviews but betrays her 
typical middle class upbringing. On the 
other hand, there are also women writers 
belonging to both the above mentioned 
circles who have produced a quite different 
self-conscious '^women's literature’". 

A striking aspect of post-1967 women’s 
literature in M^arashlra is the emergence 
of Dalit women writers. The dal it movement 
in Maharashtra represents the revolt of the 
former untouchable castes against the 
Hindu/Indian social order. The movement 
is based for the most purl on the Mahars 
(the largest untouchable caste in 
Maharashtra) many of whom have given 
up the Hindu faith and accepted Buddhism 
as an emancipatory measure. The very term 
dalit sheds light on the militancy of the 
movement. It represents a deliberate and 
deeply felt rejection of the vocabulary 
employed by the caste Hindus. It refuses 
equally the designation *untnuchablcs\ the 
patronising term 'harijan' proposed by 
Mahatma Gandhi and the official, legalistic 
version ‘scheduled castes'. Dalit implies a 
secular, egalitarian, emancipative, militant 
self-identification by the lowest rungs of 
the Hindu .social order. It opens a path for 
strategics of solidarity on the part ot all 
oppressed humanity including women. The 
literary and cultural vitality of the dalit 
protest is amazing. In a number of ways 
the dalit movement and literature of 
Maharashtra parallels the Black movement 
and literature of the US. With the spread 
of education among the neo-Buddhist 
women, dalit women writers like Baby 
Kamblc, Mallika Dhasal, Jyoti Langewar 
and Urmila Pawar have emerged on the 
scene. They have slowly begun to articulate 
not only women's agonies in general, but 
also the experiences and agonies specific 
to their caste. 

Mallika Dhasal is the wife of Namdev 
Dhasal, a leading figure in Dalit movement. 
Namdev is himself a poet, a creative writer 
and a militant political leader. Mallika was 
bom and brought up in a socialist home. Her 
father was a Muslim and an active member 
of the Communist Party. Mallika concludes 
her autobiography Maid Uddlivasta 
Vhaychay (I Want to be Destroyed) in ihe.se 
words: 

How many times have I gone through an 
ordeal... 1 have pulled myself to the lowest 
level... My whole life was drugged... This 
is really eating me... I had self respect. 
Instead of calling myscll a women's 
liberationist I would say that I and any other 
woman in this world is born free and a 
woman should retain that freedom at any 
cost. As kmg as a woman hums her scifness 
to save her bushand and home she will 


remaifk a suboitliiiateliiipum being. Man or 
anyone fOr that metier vriilf not leave his 
power easily. Is not it true that we women 
feed the ego of men? A woman should never 
. tolerate deceit. This is her biggest insult and 
why 7 Docs woman alone need phy.sical love? 
The husband who wants his wife to be honest 
and committed only to him, is it not his duty 
to observe the same rules? People say that 
it is very common to have an extra-marital 
‘affair* and then brush itolT. They%re hound 
to justify such things because they arc 
benefited by it. But women’s thinking is al.so 
very stilted and they refuse to speak. They 
say 'A man is born that way. He comes hack 
at the end^' and keep quiet tor saving the 
family's honour This non-speaking is bad... 
as long as you go on tolerating something, 
the burden ot iniuMice goes on increasing. 
lAmarshcikh 1984; I2.1<24| 

IV 

Summing Up 

This overview of women’s protest 
literature in Maharashtra makes clear the 
irreceivahility oi any notion that Marathi 
women took a meek, passive and fatalistic 
position in the face of the patriarchal order. 
Once we give up the usual oricntali.st 
perspective treating Indian and hence 
Maharashtrian history as one of stagnation, 
we can appropriate women's literature 
through all these centuries as a rc.sourcc lor 
understanding our own problems and 
dilemmas. Maralhi women’s literaiurc Irom 
the 13th century onwards gives us a key 
to the conceptual and practical strategics 
employed by women to create counter¬ 
cultural meanings and spaces. At the same 
time we should not treat women as u 
monolithic category Wc have seen how 
(heir individual voices arc concrete and 
spiX’ific reflecting ihcir own personal, caste 
and class experiences. Wc must not be in 
a hurry to impose on them our own 
ideological or methodological Irameworks. 
We shall have lo make deliberate attempts 
to develop new canons of literary and .social 
criticism to ensure that a woman’s voice is 
listened to us such and not as a reverbera¬ 
tion ol something else. In other words, wc 
shbuld try to study the concerns and pro¬ 
blems of women which have been actualised 
in their literature. A sensitive understanding 
of the visions and uiopias entertained by 
these women can serve as a proper basis 
tor developing a sound historical critique 
of patriarchy. A knowledge oflhemuKipIc 
strategics of open and guerrilla defence 
employed by women over the past seven 
centuries w ill help us to draw up u concrete 
programme of action for today and 
tomorrow. 

[This paper will he included in a volume edited 
by Kainulu Gane.sh aml^Leela l>ubc on the 
anthropology of' gender.] 
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Seardi for Wcmen’s Voices 

Reflections on Fieldwork, 19^*93 

Mainvika Karlekar 

Reflecting on her experiences with fieldwork over the last 20'Odd years, the author finds that her perceptions of women 
and of what is of concern to them have changed radically. She traces developments in social theory, especially the emergence 
of women*s studies and post-modernism, over this period and links these to changes in her own orientation and work. 


I 

WRITING about one’s experiences as a 
fieldworker can never be easy, and in recent 
years it has become positively daunting. 
With the virtual explosion of literature on 
the observer and the observed, the reader 
and the text, the author and her/his creation 
and so on, the process of looking at one's 
work ~ let alone deciding on how to do it 
~ is today a complicated business. When I 
decided to do research in social anthropology 
well over two decades ago, the situation was 
difTerent, and, 1 feel, more uncompiicuted. 

I remember looking forward eagerly to that 
essential rite de passage, fieldwork. My 
occasional twinges of apprehension. I was 
assured, were perfectly normal. In tho.se 
early days one's primary concern was with 
choosing an appropriate topic, tools for 
research, the validity of various .sampling 
techniques and so on. Making contacts in 
the field, being successful with the framing 
of questions, and even being able to go 
beyond them, were debated with one's peers 
and teachers. 

The challenges of fieldwork were, of’ 
course, different and exciting. Writing up 
findings was laborious and posed many 
questions of style, content and analysis. But 
I cannot remember being too perturbed about 
whether I was competent to write about 
other people's lives. And if one were, what 
were some of the rules so to speak, to be 
followed? How did the fieldworkerorgani.se 
and mediate her position in the field and 
afterwards? In 1%K I'm not sure whether 
I asked too many questions of this nature, 
either of myself or of my supervisor. My 
basic aim was to do what I felt was a 
competent piece of fieldwork and analysis 
with a certain degree of responsibility and 
intellectual honesty. To my mind, this did 
not involve too many questions about my 
role as an external observer, though I do 
remember spending considerable time 
thinking about the lives and experiences of 
respondents and of how different mine were 
from theirs. The field became an integral 
part of roe, even when I was away trom it. 

Fairly early on, it seemed reasonably clour 
to anthfxipologists that, as is true with most 
intense and at times prolonged interactive 
processes, there was need for "self-analysis 
by the ethnographer before, during, and utter 
a spell of field work". For, one cannot - and 
indeed should not even attempt to - "drive 


underground the observer's personality" 
[Bcteillc and Madan 197S]. How then do 
ficldworkers mediate their way? Is it evCr 
possible to draw watertight boundaries 
between observation, participation and 
involvement? Writing on the issues ari.sing 
out of studying one's own society well over 
two decades ago, M N Srinivas observed 
that to be a .successful fieldworker meant not 
only collecting "a vast amount of the minutia 
of ethnography" but alsoexercising "powers 
of empathy": 

In this respect the sociologist is like the 
novelist who must of nece.ssity get under the 
skin of the different characters he |.sicj is 
writing about [Snnivas l%6:1561. 

While Srinivas agreed that in the pr(x:c.ss 
the sociologist may become detached from 
his/her own society, he felt that it was 
ab.solutely ncces.sary and hence possible tbr 
one to achieve a degree of distancing trom 
the field when writing up one's findings. 
However, once one has got under the skin 
of the respondents, it is not always ea.sy to 
come out unchanged as two further processes 
take place almost simultaneously: one reports 
on the basis of a subjective understanding 
and interpretation of another's life situation, 
and the observer too changes in many ways, 
some of which arc not always that subtle. 
Recognising that personal history more often 
than not influenced one's judgment. Srinivas 
suggested that in order to get as ‘objective’ 
a picture as was .studied by "sociologists 
with different backgrounds, and indeed from 
different countries" {1966: 154). 

Thus, almost three decades ago, by alerting 
us to the fact that different people view the 
same situation differently, Srinivas placed 
squarely the question of subjective analysis 
in the realm of scK*ial science research. The 
author wrote his insightful essay at a time 
when theoretical sociology was bn the brink 
of important developments which would 
semn influence approaches to fieldwork as 
well. More recently .scholars have looked 
specifically at the position of the woman in 
the field (di Leonardo 1991; Hondagneu - 
Sotelo 1988: Panini 1991: Strathern 1987a]. 
Here 1 am concerned with a few i.ssue.s that 
they and others have raised, 

I shall attempt to understand and analy.se 
what happens to a fleldworker before, during, 
and after fieldwork. I have, to date, completed 
fieldwork lor foUr differem studies, three of 
them focusing on women. What I find 
particularly interesting at both the personal 


and intellectual levels is that my perceptions 
of women and of what is of concern to them 
changed radically between 1968 and 1992. 
Today, when in the field I ask for a lot more 
directly as well as indirectly, and try to see 
beneath the apparent much more than I did 
in the early years. In part, of course, this is 
due to the process of "growing up* and 
maturing in the discipline as well as in a fast 
changing world. Equally importantly, this 
development owes much to the emergence 
of women’s studies Snd the women's 
movement. Their impact on individual lives 
as well as on collective judgments has not 
been inconsequential. Here, I shall try a 
rather complex exercise of relating changes 
in my orientation to developments in theory. 
In order to do so I shall trace brietly these 
developments viewed in the context of my 
work. 

II 

When in 1968 I enrolled for an M Litl 
degree at the Department of.Sociology, Delhi 
School of Economics, I spent considerable 
time training myself in research methods; 
an Oxford degree in philosophy, politics and 
economics with two .special papers in 
sociology had not much on methodology 
and re.scarch techniques. My specialisation 
in the scKiology of education oriented me 
towards n research topic which would reflect 
my interest. In those days there was a growing 
body of literature on the sociology of 
professions, the school as an institution, 
socialisation processes, education as an agent 
of mobility and so on [see, for instance. 
Gore, Chitnis and Desai 1967; Bendix and 
Lipset 1966: Parsons 1954]. I read Myrdal 
and Klein on working women and their dual 
roles [Klein 1965; Myrdal and Klein 1956], 
and in keeping with the current emphash; on 
role theory decided to study women school 
teachers and their commitment to a profcs.sion 
and professionalism [Karlekar 1970; 1975]. 
Bas^ on a .study of 56 teachers in both 
government and private schools in Delhi I 
concluded that only a few in my sample were 
"positively motivated" towards teaching. 
Respectability of the occupation was more 
important than joh satisfaction. Further, 
"investigations into the background of those 
committed to teaching show that they come 
from the economically privileged strata of 
society" [Karlekar 1975:53], 

I noted that "more than 30 per cent of the 
sample chose teaching because they 
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iMkicvtod MfimetT (1975:^5). Thu&. social 
f«^p6Ctabiltty-- which meant w^ing in the 
safeenvircmment of the school, mosdy with 
a^omen colleagues, going to work by u school 
or chartered bus and limited working hours 
~ were important factors in determining 
choice of a profession. I found that the 
economic motive was very important for 
over a third of the sample. While for a 
quarter, their entire income was spent on 
household expenses, a majority of the rest 
said that their earnings helped improve the 
general standard of living of their families. 
As over 90 per cent were first generation 
women earners. I analysed in some detail 
the social change brought by increasing 
female employment. 

My thesis was an analysis of growing 
employment among middle class women, 
contrasts between government and private 
jobs, and motivations for working outside 
the home. The emphasis was primarily on 
professionalism and then on women as a 
category of analysis. Thus, I concluded,, 
women in private .schools who did not need 
to work for a wage were more professionally 
committed and involved with their students. 
Most of those in government schools, on the 
other hand, did not think that being a teacher 
meant a special responsibility; in fact, as 
students often came from underprivileged 
sections of* .sdciciy, middle class school 
teachers were keen on maintaining school 
distance from them. A few also felt that a 
lower caste background meant a limited 
capacity to learn. 

What I did not do was to question too 
closely or enter into heated discussions on 
any issue, be it determinants of student 
capabilities, gender diflerences in 
achievement, parental roles, or relations with 
the school administration. Nevertheless, I 
observed interactions with students, parents 
and the administration and discussed these 
in Che thesis. Nor did I question respondents 
on role-shanng at home - what is now known 
as the sexual di vision of labour- and whether 
they found the dual, if not triple, burden 
situation onerous. I remember myself as an 
eager young woman, anxious to succeed 
and^o please. But I also remember being 
aware of my privileged position; I had a 
good education, a secure and welNplaced 
family background, and above all, the 
freedom to make choices and ask questions 
of myself and of my family. I was acutely 
conscious of these factors, which Tm sure 
also held me back from questioning too 
intensely those with few choices. On the 
other hand, I listened carefully to the 
teachers^ observations and value judgments 
and noted them down almost verbatim. 
These were then included as long quotations 
in the text. The women's voices came 
through clearly here and in the case studies 
of eight teachers. 


I enrolled for a FhD ip l$7 l but did not 
think of expanding my M Utt dissertaiicm, 
a not uncommon option for many doctoral 
theses. In part my decision was governed by 
the fact that marriage took me to Calcutta 
and a different .social and political world. 
Also, I wa.s clearly not sufficiently interested 
in women teachers or professional ism among 
women to pursue the theme in West Bengal. 
Work on my thesis intrcHhiccd me to u 
completely different life situation, that of 
realptfiitik violence, coping .strategies, both 
fair and foul. 1 studied the Chhatra Panshad, 
a student association affiliated to the 
Congress Party, and its role in the party’s 
re.suscitation between I970and 1972.1 found 
most useful F G Bailey’s Stratagems and 
Spoils and William Foote Whyte’s Street 
Comer Society. Bailey's typificaiion of 
'public tace^ and ‘private wisdom’ were 
extremely appropnatc in trying to understand 
individual and group behaviour Foote 
Whyte’s fascinanng work on street corner 
boys in ‘'Comervillc” provided many in.sights 
into methods of observation, both participant 
and non-participant. 

I remember wondering why the Chhatra 
Parishod did not have more women cadre 
or leaders. In fact, of my 81 rc.spondents, 
only two were women. While one of these 
girls was included as a case study, and hence 
interviewed in detail, I was more concerned 
with her political .socialisation than with her 
role as a woman in a male-dominated 
movement. I did not ask her any questions 
on whether she tclt discriminated against in 
the organi.sation or if she was trying to get 
other women friends to join the Chhatra 
Partshad. In other words, as with M Litt 
dissertation, my interc.st was with social 
change and mobility. Though the M Litt had 
an all-women .sample, the emphasis was 
clearly on the growth of a profession. For 
my F^hD, I was fascinated by the evolution 
of a movement, the creation of first generation 
leaders and their .socialisation. Both theses 
then straddled current interests ol the time 
in agents of mobility, overall change and 
political development; collective processes 
were of greater importance than individual 
dilemmas. 

A common thread, however, which linked 
my later work with these two theses wa.s my 
consistent emphasis on ca.se studies, long 
quotations and detailed descripoons of the 
physical environment. Clearly, through all 
my fieldwork experiences, how I should 
represent another’s hie situation, opinions 
and views was u cause of great concern as 
far as po.ssible, I was being ‘true* to them. 
This was ol course during the high point of 
positivism and structural functionalism in 
Indian sociology, when it seemed enough to 
be aware of one’s role as an out.Hider, an inter¬ 
preter, while doing an academically sound 
piece of research. Idea.s on plurivocality. 
polyphony, the neo-impcnalism of the 


fiejkiwnrker and soon, had yet to mmlt die 
post-independence Indian in the field 

III 

In 1974. the report by the Committee on 
the Status of Women in India, Towards 
Eqnalitw wa.s published. Its many startling 
findings indtcuicd the need for much greater 
invc.stigation into (tic is.sues before women. 
Accordingly, the Indian Council of Social 
Science Research funded several studies, 
many of which were available in mimeo 
form by 1979. In the years following, thc.se 
and many others were published [see for 
instance, Karlekur 1982b; Mazumdar 1990; 
Milra I980ii; Miira ct al 1980b]. The shift 
in emphasis to case studies and the micro¬ 
level was significant. By 1975 1 had 
developed a certain sensitivity to the 
inequalities in Indian .society: some 
interviews in the early 1970s.with members 
of the .scheduled castes (mainly men) made 
me acutely aware of the need to study the 
roots of oppression and inequality. I also 
acknowledged the gender dimensions of this 
inequality. Thus I applied for an ICSSR 
fellowship to work on the socio-economic 
status of balmiki women, a sub-caste of the 
north Indian caste of bhangis or sweepers 
and scavengers. 

Balmiki women are underprivileged vi,v- 
a-vis their menfolk, and further, as members 
of a stigmati.sed group they share with other 
ca.stc fellows agcneral .sense of di.scrimination 
and rejection. Apart from a socio-economic 
profile of 80 women, I hoped to examine 
two generalisations about third world working 
class women-which had by then started 
appearing with some regularity in western 
literature. First, it was felt that the spread of 
mechani.sation would prove a threat to the 
employment of women of the labouring 
cla.s.ses; second, deprived of an income and 
relative economic independence, a women’s 
position and .status would deteriorate even 
further I Boserup 1970;Schlcgel 1977;Tmkcf 
and Bram.scn 1976). While not wholly with¬ 
out basis, nonetheless I felt that these 
pri>positions were considerably constrained 
by cultural perspectives on the meaning of 
work, employment, independence and soon. 

The balmikis arc substantially affected by 
the urbanisation. Together with other 
categories of the urban poor, they live 
dispersed in the various slum and tenement 
colonies of the capital. When I chose to 
study Sau Quarters, a west Delhi colony 
constructed originally by the Delhi Municip^ 
Corporation for its sweepers, I was awaie 
of some ol the problems I was likely to 
encounter. My fieldwork came in the wake 
of the Congress government’s stenlisation 
drive as wqll as its si urn demolition campaign. 
Consequently, it would have been impossible 
tor me to talk to the women before my bona 
Tides had been established; this was achieved 
through my introduction to an important 
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ififomtaminthe areaby atocttt ftocUd worker. 
After an Initial trip to the field whh tItiK 
lady, 1 subsequently vished Sau Quarters 
with my two research assistants. It was not 
too difficult to allay the women* s suspicions 
about our motives, and we soon found that 
our respondents were more than willing to 
talk to us. 

A limited sample has its disadvantages but 
some advantages as welt. We found that with 
fewer people it was easier for us to extend 
our conversations beyond the framework of 
the fottnal interview schedule. More than 
merely filling up a form, my primary aim 
was to inttiate a dialogue with the women 
tnvolvingpeiteptionsof themselve.sand their 
situation. I« had already learned that the 
respondent has to be understood within his 
or her own frame of reference and not that 
of the investigator. At times, it is not easy 
to accept widely differing views and altitudes, 
and the fieldworker ts tempted to intervene. 
However, in 19751 believed that ifthc danger 
of 'taking sides’ is internalised, it wa.s possible 
to reduce intervention to a minimum. To 
overcome some of thc.se problems, my 
research assi.stants and I encouraged 
respondents to speak at length on a range of 
subjects. Wherever relevant, these views were 
incorporateil in the text as instances of 
‘ attitu^s and views. Finally, suggestions on 
the possible nature ot slum reform were 
based on extended conversations with the 
women. It was significant that several 
con vemional strategies were rejected as being 
irrelevant to ‘the lives of us pentr women”. 
My tbrmal fieldwork techniques remained 
the same as those used in 1968: yet. now I 
was asking a few more que.stions on what 
was soon to gain currency as the .sexual 
division of labour and women’s multiple 
roles. 

On the basi.s of my data, primary as well 
as secondary, I found that rather than being 
deprived of employment, p(H>r women in 
certain caste* and occupation-hascd jobs 
remain in traditional fields ol employment, 
while their men tend to move to new 
opportunities brought abmit by development 
and mechanisation. When traditional jobs 
become unavailable due to a number ol 
factors, women are forced to seek 
employment in other areas which may have 
no relationship with their original expeni.se. 
The machine can rarely succeed in keeping 
working class women unemployed. The 
sampleof balml ki women airroboraied these 
trends; further, it was clear that the notion 
of economic independence, popular among 
western feminists as a panacea for gender 
inequality, was severely clossbound. being 
of relevance only to a small minority of 
upper middle cla,ss women who were in a 
position to retain control over theirearnings. 
At the end of my fieldwork. I felt that I had 
enough material for a study of a section of 
working class women which included 
questioning cenain prevailing views about 


them, atid in 1982. hfvetty md 
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was puhlished. 

What, however, did not come through in 
my work was the dilemma I faced while in 
the field and the consequent mental and 
conceptual adjustments 1 had to hastily 
perform. It is too many years down the road 
for me to try and recollect whether I faced 
similar problems in my earlier fieldwork 
situations: in retrospect, 1 feci that it was 
only during the balmiki study that I was 
beset by a .sen.se ot unease about my role. 
Of course, by this tinie, women’s studies 
was making its early beginnings, probing 
the conceptual and methodological 
a.ssumplionsol the social sciences. Problcm.s 
arose primarily becau.se of my construction 
of a different reality on the basis of certain 
presuppositions: though I had pre-tested my 
interview schedule, obviously what I 
considered relevant.and important were not 
always similarly viewed by my respondents. 
Here I shall mention only a few instances 
from which it became clear to me that we 
were operating on different wavelengths. To 
start with, there was a ba.sic difference of 
opinion on what was meant by a job or 
'naukri’: when I spoke to the 58 respondents 
in private employment, most said that they 
did not have a job or naukri. As I persisted, 
it became clear that by naukri they meant 
employment in the municipal corporation, 
offices, schools and hospitals. A naukri had 
definite implications and implied work 
focused around a single location, permanent 
or semi-permanent in nature, higher and 
more stable wages and a fairly insti- 
Uitionali.sed employer-employee relation¬ 
ship. While to me both categories of women 
were employed hecau.se they worked for a 
salary, for my respondents there was a vital 
difference between a naukri and, as they 
called it *privatcc’. Underlying this 
distinction was Ihc as.sociation of a naukri 
with .security of tenure a.s well as access to 
certain safeguards, both of which were of 
considerable importance to women living 
on the verge ot poverty. In addition, a naukri 
had much more status than *ai.Hey he. kaum 
kuaey huin* (I just do some kind of work), 
and It was the aim of privately employed 
women to move to naukris. 

Another i mporiant area of enquiry in which 
I found myself having to re-think my 
preconceived ideas related to decision¬ 
making. Women’s studies scholars had 
.started - and of course continue - to be 
greatly interested in this spherc^uf women’s 
lives as they feel that an analysis of it gives 
a good understanding of the division of 
responsibility within the family. I wanted to 
have answers to questions such as when 
women were equal contributors with men 
to the family kitty, did they have an equal 
say indecision-making? What were the areas 
in which their views prevailed? However, 
the answers I got belied a few of my 


aampte k imwgHial lole In dndtdon-* 
itiakifig. and were held primarily tespoiisible 
for keeping the hearth going. While they 
may have been occasionally consulted on 
marriage negotiations, they had practiedly 
no rote in major financial decisions such as 
whether to buy a bicycle, land in the village 
or take a loan. It may of course be argued 
that across classes, decisiQn'<>making'is by 
and large a male domain. However, in this 
case. 1 had assumed that the answers may 
be somewhat different because women 
contributed substantially to the family 
income. My research indicated that there 
was in fact no correlation between the degree 
of economic contribution and decision¬ 
making. 

I had also assumed that there was likely 
to be some interest in education. While only 
a third of daughters were in school, more 
than twice the number of boys were being 
educated; generationally, this reflected a vast 
improvement in enrolment. What f )va$ not 
altogether prepared for, howi^ver, were the 
.sardonic comments of many mothers on 
what they expected from school or in fact 
why they were educating their children. Caste 
discrimination and a feeling that middle 
class upper caste teachers would not help 
their children made many cynical about the 
likely long-term benefits of education. Most 
mothers felt that it would have been more 
useful if their .sons were able to have access 
to some form of job-oriented training rather 
than waste their time in school. Schooling 
was viewed as a convenience, not as a likely 
solution to a life of ptwcity. The only reason 
why girls were sent to school was to enable 
them to communicate with their families 
after marriage. As Shyamo wryly remarked, 
"at least if my daughter’s being beaten to 
death she'll be able to write and tell us”. 
Mothers scoffed at the suggestion that with 
a .school education their daughters might 
have access to an occupation other than 
sweeping. Similarly, they made it amply 
clear that my questions on leisure-time 
activities as well as the assumption that they 
visited their natal homes regularly were 
incredibly naive. 

A further issue brought home to me 
poignantly how middle class notions of what 
the poor require are based on inadequate and 
incorrect perceptions of their n^s and 
expectations. Women were extremely 
stgitated over the slum demolition plan and 
did not find the government’s reason of 
providing belter living conditions in any 
way convincing. Itismeamgivingupexisting 
jobs, taking children out of school and 
forming new networks. They also resented 
the idea of being evicted from their homes. 
As Rani said to me. '*Bti»ji, ghar chodna aap 
ko kaisa lagtha? Aap hamari diikh kya 
samjhenge!*’ (BIbiji, how would you like 
leaving your home? What m\\ you 
understand of our suffering?). Domestic 
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mi ihelr^HicIt retattonsMpi^ di:cq)tcd 
» a matter tit' courae, UeimK things got 
really out of control, these were clearly not 
aieas where intervention by tiutsidc agencies 
tike the ubiquitous social workers would be 
appreciated. I asked no detailed questions 
on these sensitive issues, a fact which I find 
inteieatingas well as intriguing-two decades 
down the road. In pan, my rectitude in these 
atea.s was on the advice of the social worker: 
in part also, it is clear to me today that I did 
not really understand (he need to .study 
domestic violence - or indeed appreciate the 
evcrydayncss of its incidence. 

When, at the end of field work I told my 
respondents that they had been of 
considerable help to me. Shanta, who had 
become quite a friend, .said. "Bibiji, aap to 
apni kitab likhengey. pur hamara kya hoga?*' 
(Bibiji. you will write your book, hut what 
will happen to us?). I had no honest answer 
to give her. just as 1 had not really been 
unable to deal with the persistent question 
of many women. "Bihiji. hamey issay kya 
milega?'* (Bibiji, what will wc get out of 
thi.s?). Today I realise that my dilemma is 
of course not something unique: many a 
fieldworker has been faced with similar 
situations where questions ol one's role keep 
cropping up. Such questions inevitably set 
up a chain ..ol thought, a process ol 
intmspection. is one in laci exploiting one's 
respondents by taking up their time? Doc.s 
not the process of questioning sooner or later 
.sow the seeds ol doubt in the minds ol one's 
informants? For instance, how did my 
constant harping on the issue of how much 
work men actually did within (he home 
affect women who hud inicrnuliscJ 
exploitation as their late? Or lor that matter, 
what impact did my surprise at the lact of 
rare visits to the natal home have on an 
unhappy girl longing for a hit of motherly 
love? I rarely allowed myself to think loo 
much about these uncomfortahle questions 
during my visits to the colony. 

When I sat down to write my report, 
however, many images continued to Hit 
through my mind. I felt Bimla's anguish 
and Mayavati'.s cynicism regarding 
education as well as little Shurada's 
excitement as she prepared for a longed-for 
day in .school. I was not always sure of how 
I should write about the lives of the women 
i hod spent days with. While I knew any act 
of telling to he interpretive in nature, I was 
nonetheless anxious to be as Hrue' t(» my 
respondent's reality as was possible, i also 
knew that when tho.sestudying arc physically 
and mentally subjugated by society and by 
men, the moral overtones oi a fieldworker’s 
intervention and probing have implicuiioas 
of a different order, tnadvertcntly. one may 
be initiating a process of self-analysis, of 
(xmsciousness-ruising, amting a group which 
has little hope of escaping from the bondage 
of daily life! the resultant frustration and 


aogcrare in tilts caseihe4«nct msponsibilify 
of the fieldworker^ who hectimes an agent 
of exploitation. As already described, my 
iniellcctiuil apparatus - he it categories of 
analysis, vocabulary as Weil os questions 
which I regarded as important and so on - 
were, in a few situations, not relevant. 
Consequently, my prc-fieldwork const¬ 
ruction ol what a typical oppressed balmiki 
woman was like had to be constantly 
amended: the conversion of experience into 
exprc.s.sion was not an easy process. I Uxik 
(he easy, uncomplicated way ihji and wrote 
a monograph on the women I had .studied. 
Not unexpectedly, it did not capture much 
conllict or the sense of latent aggression and 
power inherent in my role of privileged 
researcher. 


IV 

This study convinced me of growing 
validity ot women’s studies in understanding 
inequality (Karicknr 1 ^K2a]. It also made me 
aware of my inability to face the Held again 
for a while. A number of reasons, one of 
which was a del mite nagging feeling that 
I could not enter into another exploitative 
relationship, look me lo a completely 
different area ol .study. As a middle class 
Bengali woman with an interest in her okHs,. 
I was curious to find what role education 
had played in the lives ol early pioneers, ihat 
IS, of 1 9th century women. I Icll that archival 
research in tins urea would help me lo 
understand heucrtlic socKi-histoncai genesis 
ol unequal gender relations. Fi>r (his, as ihc 
point ol view oi historians and social 
chroniclers was clearly not enough, 1 decided 
lo read women’s comnicnlarics on their lives 
and times. 

I was now moving into a field ot another 
kind: that 1 had to read, analyse and interpret 
the words ol others menni once more a 
dialogic relationship, this lime with the text 
While willing my first drat I I was acutely 
awua* ol the lact that I was treading on 
difficult terrain. Nonetheless. I persisted in 
a manner which I Icit best represented my 
understanding ol the texts At the same time, 
I experienced several moments when I 
wondered whether I was not imposing my 
late 2()lh century views on a group ol w'omcri 
who could no longer defend themselves. 
Whilecomcm|)or.iry developments in literary 
criiieism which s|x:ak of inicrpreiaiion 
ol work... to he an account ol what hap|x:ns 
to the rcadci" |P(H)vcy 1988; see also Culler 
1982: Spivak 1988) are attractive, they are 
also enchaining. It puts the onus ol 
rcprc.sentation m writing and reading on the 
individuai and not m the originator ot the 
work, be it sjicech, a lolk talc oi a Nnik. 
How then could I he sure Ihat my under- 
standing was more valid than that oi my 
neighbour? How could the very real issue 
ol multiple readings and inierpretatioiis and 
perhaps siihscqueiit chans he tackled? I 
concluded that liow I ri 3 ;id a text was shaped 


by class, gender andeducational backgiouikt* 
ABcr aU. I do belong to a distinct intellbciifal 
tradition and am a member of what Stetiley 
Fish (1980) has called an •Interpretive 
community*'. At some point (hen, I came to 
terms with myself and decided to go ahead 
and write. I decided that I was justified in 
choosing II framework rather than the 
framework [Stivers I9*J3). In fact I had by 
then started thinking some more about the 
'ihi' iramework' worldview and its 
limitations. That VotersJmm W/z/iiVi emerged 
out of IW4I very dilTcrcnt drafts is proof 
enough of the lact that it has not been easy 
to work out where one belonged. 

I concluded that advocacy iff women's 
education in tlic last century had two aims: 
tirst, to inculcate in upper and middle class 
Bengali .society and its women with suitable 
Victorian values: and second, it was the 
beginning ol a process by which women 
were lo be intniduced to the male world of 
lormaliscd learning. For many women who 
emerged from the confines of the female 
world, ihcir first teachers were their fathers, 
brothers, and husbands [Borthwiek 1984: 
Dch 1980. l984;Gho.sh 1985,1986;Murshid 
1982) Taking advantage of their new 
experience, Bengali women started writing 
about (hemseive as well as noting down their 
responses \o the changing environment. In 
many cases, (hen points of view were quite 
dll Icrcnt 1 rom those of men, or the idca.s put 
forth of them by men Though the middle 
class educated Bengali ’hhadramahila' or 
gentlewoman was in absolute (crm.s 
privileged, she was clearly underprivileged 
vis-a-vis the hhadralok' or gcnticnuin. In 
pan. her inicrior position arose because of 
her sex: however, ol equal imponance was 
the subordinate lolc assigned to her within 
the lamily. Further, with ihc incorporation 
ol women in the man's world of learning 
where (hey arc denied access to equal years 
ol schooling and the same curriculum, 
inequality at home was matched hy inequality 
in the public sphere In most accounts written 
ot the period, women arc mentioned 
nectmgly. il at all, the assumption being that 
(hey hencliicd greatly Irom the change.s 
being introduced in their )ivc.s. Though 
privileged in compari.son lo ihc majority of 
women, the hhadramahila was hhadralok or 
geiucci sociciy'.s suhaliern |Guha 19X1). 

With growing mdusirialisaiion and a cut¬ 
throat market economy it suited the Bncish 
middle class to icintoice. through various 
SOU!CCS. the im.ige i>l the lemale honie- 
inakei ffio rurtlrnrr By the middle ol the 
I9ih eeiilury. the Bengali middle class too 
last realised the merit ot a sympathetic home 
environment based on Ihc willing co¬ 
operation of Its women. In order to create 
this compliant and understanding woman 
and wean her away from the ’uniahpur' nr 
culture of the women's workl.il was essential 
lor her to have the right kind of education. 
Thus learning and wniing for women were 
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priQiarily introduced for ihe creation of 
acoomplUhcit hou$cwive$ ^nd daughtm. 
The word waii viewed as an instrument of 
power and contml t)vor wtnnen and their 
development within the parameters of a 
prescribed model However, though men 
may have been the 'owners* of whai they 
wrote,' they could neither control 
mterpretations of thetr work or I ully monitor 
wofnen*saccesstoandu.seot literacy. While 
most women are duly grateful tor being 
gratned access (however limited) to the 
preserve of ,liuilc power, a lew used their 
skills to. express (heir resentment against 
pnevailing social injustices They wrote 
novels, essays as well as ahtuii themselves, 
providing valuable insights into women's 
iives. The articulation of such views tilten 
acted as a catharsis, triggered by the unequal 
encounter between the sexes and between 
cultures. 

Autobiographical willing is a literary genre 
of considerable importance to students ol 
literature as well as of society. In recent 
years there has been a growing imcrc.st in 
women's autobiographies, which not only 
tell stories of individual lives but also reflect 
on society (Deb l‘IH4; Kurickar M>OI. 
Personal NaiTallves Group I9K9; S Smith 
I987|. An autobiography is read diflerenlly 
by a literary critic wlu> may look more 
keenly at the authorial voice ami its 
implications, the .structure ol the text and so 
on. Asa.social .scientist. I looked at w<imen’s 
writings from the poim ol view of what I 
could glean about processes of learning, the 
evolution of relationships, the excrcf.se of 
power and authtirity. and so on. My data 
helped me understand a partictilar phase m 
the evolution of Bengali society. 1'hc desire 
as well a.Hthe ability to express oneself often 
coincides with a specific phase in the life 
cycle when the sense of personal identity 
and awareness of the sell is heightened. 
Some autobiographies more than mhers give 
expression to the feelings and personalised 
responses of the authors to a parliciilur 
situation or course of events; others arc 
primarily a chronic of events. 

Whatever its aim, writing about oneself 
lesults in soufscurching. a quest lor the right 
phrase, the ‘correct’ .sentence and s4>on. For 
many Bengali women who felt the urge to 
write or talk ab<Hil theimelves, the desire 
came at a time when external iaciors were 
affecting family life; old tensions wcregi vmg 
way to new ones as nuiny iradiiioiial rclaiton> 
ships started changing, or they simply had 
more time, as in widowh<HKi and in iWd age. 
In pailicular, with access io learning and 
writing women .started examining 
hierarchical family relations and their own 
roles. They were helped by an ambience 
which increasingly KtmssctJ the need for 
social, physical ^ tKctipational mobility. 
The East India Company and later, the British 
empire, provided .substantial scope tor 
ambitiiHis and Hdventurous men wim wanted 


tb be freed of the feudal frame of reflefenee 
and complex family obitgatlon.<. 

In some ca.scs, and this is particularly inie 
of the autobiographical writings of women, 
the act of putting pen to paper or recounting 
onc*s experiences is like a cry of anguish 
again.st a life ol oppression. For instance, the 
dictated lifcofSharadosundari Dcbi. mother 
of the eminent stKial reformer, Keshub 
Chandcr Sen, is a long and sad narration of 
ilFircutmeni by her in-laws after her 
widowhood at the age of 191 Shurada.sundan 
Dchi 18811.1 found that between 1876 and 
the 1970s. (here is a record of at least 50 
autobiographies and autobiographical 
sketches having been wnltcn by Bengali 
women. The earliest was by Rassundari Debt, 
the wife of an East Bengal /amindar who 
was bom m 1811; unlike many of those who 
followed her. the .sclf-taughl Rassundari 
received liUlc encouragement from her 
family, and recounted how she used to hide 
pages, removed from her son's books, within 
the folds ol her sari. Rassundari wrote her 
autobiography in two parts: the earlier part 
which was written m the late IH7()s gives 
a more comprehensive account of her life. 
.She fell strongly about being denied 
education, and re Heeled, "women were 
indeed unfortunalc, and could be counted as 
being like animals”. But "my mind would 
not accept this, and it was always rcstle.ss 
with the urge to learn". Ra.ssundari evoked 
the image of a slrong-miiKled woman who 
was not alraid to question existing unequal 
gender relations {Rassundari Dcbi 18811. 
She anticipated in many ways the questions 
ol present-day Icminisi researchers, lor the 
desire to learn also implies the desire lo be 
heard - as well as the right to reject. 


To he;ir those voices and that protest, the 
methodological tools of literary and 
autobiographical analysis |Basu 1990; 
Benstock 1988: Braxton 1990; Deb 1984; 
Karickar 1990. 1991; Hcilbrun 1987; 
Lakshmi 1984: M Mukherjee 1988: Rao 
1990; Sangari and Vaid 1989]; oral histories 
[BcKliuir 1989; Siree.Shakli .Sangaihana 1989. 
Vansma 19751: lile histones |Agar I98()a; 
Rhavc 1988; Trapan/ano cl al 1986; Das 
Gupta hi9(): Giciger 1986: Modcll 1983, 
19X7:1 aeblich and Jossels4>n IW4: Personal 
NarraiivcH (jioup 1989: Roben.son I983|: 
«)nd case sUidiCs IDcsai 1990; Karickar 
1982b: Jctlev 1988: Gulati 1981; M Miira 
1988) become vital. F<ir me it is particularly 
interesting that wtimen's studies has much 
to share with the lie Id work-based traditions 
in sociology and socaal anthropology As 
already mentioned, notions of' obieciivity 
versus suh|cciivity. of taking sides and yet 
trying to rem.iin 'intact', and ultimately, 
quc.stions on the space tKcupicd by the 
Held worker, are iht w which have concerned 
stKMOlogists and stKial anthmpologists lor 
some dccudcs now |Agar l9X0h: limner 


mu BeteMto ted lMildpii 1^; CUffbid 
and MWeux I^K«; Qimt mx tm 
Leach t%i: Malimvwski 1961; Srinivai 
1966, 1983: Turner and Bruner 19861. In a 
provocative easay, James Clifford (1992) 
brings home relentlessly ihe inherent 
contradictionsof contemporary cthnogtaphy: 
the flittingbet weon cultures,ihe many mioks 
facilitated by the jet age which raisequestioiis 
of boundary/local, insider/outsider and 
articulation. ClilYord goes tin to describe 
convincingly the dilemma of those studying 
diasporic communities. He asks, who i.s the 
(me Cambodian? What of the boat people? 
How IS an immigrant woman's identity 
transformed? Above all, who i,s to define this 
identity? 

Such doubts arc of great interest to feminist 
scholars who arc well aware of their at times 
ambivalent position. They acquire particular 
piognancy for women from the south [Kumar 
I994|. The emphasis ot women’s studies 
on rcflcxivity. on knowledge as shared 
experience, finds an echo in contemporary 
theoretical traditions, particularly post¬ 
modernism and post-structuralism. Critics 
of the reigning canons in wc.stern culture 
point to (he dominance of the enlightenment 
and uni versaiising principles, objectivity and 
positivism. The.sc belong to "a specific hi.sto- 
rical time and geographic region... associated 
with certain political baggage” [Nicholson 
1990:4] such as the legitimacy of science, 
the distinction between high art and ma.ss 
culture, and so on. 

Posi-m(Klcrnisnt believes that legitimacy 

- and hence di.scour.se - is plural, and therefore 
local. At (he same time, the inherent danger 
ol shifting loci and many legitimations 
implies that the iiiith lies in no fixed place 

- or rather it is in many places. There are 
many truths, to be created and recreated by 
the reader and the text, (he fieldworkcr and 
the observed, and .so on. Women’s studies 
scholars find uilractivc the belief that the 
observer and the observed, the teacher and 
the taught. (he reader and the text, collaborate 
in (he act of interpretation and creation. A 
dialogue and a mutuality cha*‘acicrise these 
relationships: but, caution anihropologi.sts. 
(hc.se must he within the parameters of 
location and context. A recognition of 
different loemions and of different power 
matrices does noi mean a denial of hH;ation 
altogetlter |di Leonardo 1991; Rax 1987; 
Gal 1991; Goody 1992; Stacey 1988; 
Strathern J987a, 1987b: Mascia-l-ccs ci al 
I989|. Feminist anthropologf.s'is Manlyn 
Strathern. Micaela di IxHinarcIo and Su.san 
Gal |xunt toihc lack of "paiity between the 
authorship of (he anthro|mlogis( and the 
mformunt” |Sirathern 1987b: 2811. In other 
words, my authorship of a piece of wming 
is the product of my specific cimteXL my 
baekgnmnd, my experience. 

While writing about halmiki wtunen's 
lives. 1 was aware that thcipicst lor common 
creations otten overltKiks the fact that Ihe 
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Ml Mating tta pnHWtt)»(cillaa ti ^mim 
rmm tin advantaged utiemL cdncaimnol and 
sometimes racial background, Stic comes 
with aspecific intelicduiil and social baggage 
which may hinder her best atlempts at 
iiicofponiting the Ocher into the discourse. 
Fdr. her world-view, categories of analysis, 
dialogic tools, modes of translation are 
determined by her culture and training {Gal 
1991: Oeertz 1992: Goody 1992; D Smith 
1989]. Thus the new reality - or the one the 
researcher/teachcr hopes to have created 
through the involved participation of her 
respondents/students - may in fact reflect 
a privileged view, her understanding of 
another’s world. While this dilemma 
characterises any situation where one 
attempts to represent the Other, it is 
particularly significant when a vast divide 
separates those in an essentially hierarchical 
relationship. This dilemma need not be 
limited to contexts ot first world rescaicher 
and third world researcher alone | Asad 1973; 
Ngugi Wa Thiong’o IW2|. Equally, the 
differences and inequalities within what is 
characterised loosely us a culture can pose 
a moral dilemma lor the one involved in the 
act of creating a new reality. This is precisely 
what I faced when I wrote aboui halmiki 
women whi Ic trying to Not out their searching 
questions on my role, my inquisitivenc.ss 
and thcauthorily.,which went with my socio¬ 
economic background. 

Recently, in an interesting mtcrhicc with 
anthropologist Clittord Gccri/. writer Ngugi 
Wa Thiong’o and others. Jack Goody was 
concerned with the loss ol coniexi and ”a 
wider frame" fCcuKly I992|. In short, not 
only i.s not enough thought given to the 
situated observer and where she has come 
from, but also giving space lo c.sscntialism 
and the narrowly IckiiI can ultimately be 
limiting and inward-lcMiking. In some scn.scs. 
these arc inevitable developments ot an 
intellectual freedom ol a very special kind. 
At the same time, ii is ncces.sary lo he aware 
of the dangers of extreme relativism. Here 
anthnipologist Edward Bruner’s idea of n “a 
basic story" is useful. When read in 
coidunction with the belief in many .stories, 
and alternative truths, it helps the researcher 
to situate herself hcticr Bruner (1983:5) 
points out that each time a story is read, 
referted to or studied, "it is placc^d in u 
particular context and given meaning by u 
reader". However, this does not gel away 
from the fact that there is a baste story wiiich 
has lo he understotHl. For it intcrpmtation 
is of the cK.scnce. it is di^ndciil on the 
existence of a story. No immropologist will 
qurbbic over the is.suc that certain kinds ot 
data such ’as factual information on 
respopdems or their milieu such as age. 
household .si/c, children in .school, number 
ot^ castewise househokls. ami so on. wilt 
appear the siipie lo all investigators', they arc 
the backbone of the 'basic story'. 
Imonssitngly. over the last ccniple of decades 


inmmiians iti data^beritig icchbiqties, 
panicutarly for grass mots workers, 
have rcKpondcd to the need to develop the 
basic story from more ’authentic^ sources: 
the technique of rapid rural appraisal (RR A) 
which was developed in the l9H()s was 
onentod mainly to obtain "quick field- 
oriented results" IMukherJee |993:2bl in 
agricultural development (Chambers I9KI ], 
Soim it was evident that with paradigm shifts 
in development strategics, it w;ts important 
lo involve the people concerned in an analysis 
of their situation. Thus participtuory rural 
appraisal (PRA), which huilt on RRA, "is 
a meth(xk>logy for interaction with villagers, 
understanding them and learning from them” 
(Mukherjee IW3:30|. The emphasis, then, 
is on hearing ihc people's voices not only 
on felt needs hut also their perceptions of 
the context ol ihcir lives (Chamhers 19921. 

While the Mcldwork NGO aciivisl/ 
interpreter does olicn become an involved 
aclor. ihcro have lo Ik' in-htiill mechanisms 
tor crawling out. lor di.siancing oneself 
somewhat Ironi ihc scene of iiciion. Nor 
should the distancing he a mere physical act 
but al.so an miellcciual one in which the 
anthropologist dons the garb ol the 
professional. Here. Max Weber’s insisience 
on stating one’s position is extremely 
Instructive. For him. it is a "straightforward 
requiremeni ol intcllcciual iniegriiy" to 
make clear lo the audience as well as lo tlie 
icachcr the distinction between "logically 
demonsirahic or empirically observable 
facts" and "practical value )udgmenis" 
(Runciman I97K:7()J Yet. each resolution 
ol the ohscrvcr-oh.scrved. teacher-taught 
situalion i.s a highly personalised one. As a 
south Asian woman trainixl in the western 
academic tradition, I was well aware of my 
intellectual baggage. Nor was 1 skilled or 
trained cmnigh to 'nnlivisc' my tiMils: at the 
same lime. I Icli that an articulation of my 
position whenever possible helped in 
contextualising where one has come from 
and perhaps how tar one can go. Thcconlcxl, 
I tell, was vital. The gruelling process ot 
interaction in the field can well result in 
situations where the researcher may mediate 
lor a common perspective, decide to abandon 
her intellectual baggage, or choo.se a 
completely dillcient urea ot rc.scarch the 
next time round. 

After my study among the hatmikis, I 
cho.se Ihc Iasi option prinianly because I felt 
that I could not enter into another pincniuilly 
exploitative inieructive situation. For, at the 
end ol ficldwoii I had the dislmci feeling 
that a |>roccss of questioning whichcan either 
rui.se hopes «)r cause deep resentment is 
violative of another's privacy and sense ol 
.sell: (he interaction is potentially hierarchical 
anil exploitative in nature. Even if wc accept 
that a piece iit writing is the result of 
collahoraiion heiwcen the author and the 
respondent, the problem ol an unequal 
relationship exists. LtKdcing hack now, I 


thlfik fhoi H was perhaps a subcoiMiibi 
awareness of this tncqualhy which kcpi me 
away from umv much probing in my coriy 
work. Tfiu.s, by the 1980s I was greatly 
intCFe.stcd in the question Of inequality 
[Karickar 1983| and its relationship with 
cstaMished insiitutioivs. In particular, I wanted 
to trace the historical roots of gcmier 
inequality in the educational system. Here, 
ot course. 1 was moving into a field t>t' 
another kind: that 1 had to read, analyse, 
interpret the words ot others meant again a 
dialogic relationship. Tlic dilTcreiHJC of course 
was liiat the authors could not question what 
I was saying. In the process of this study I 
bccante involved in the contemporary issue 
of the highly personalised relationship 
hci ween the readei and the text. As a woman. 
I identiriecl with much of what was being 
wfiticn: at times I felt that I was entering into 
u conspiracy with Ihc writers, empathising 
with them, sharing then joys and their pain. 
I used iheir voices as much as 1 could us I 
wmie about ilicir life experiences. 

Hearing and including the voices of my 
respondents has consisienrly been of vital 
importance to me. Today, a range of theories 
and ideological positions slrc.ss the 
importance of hetcroglossia. In the present 
context ol niy work and choice of research 
methods. I have found it particularly 
interesting that despite many differences in 
ideology and helicl. the expanding women 
and development or, the mote recent gender 
in development areas, share a few vital points 
of convergence with feminist theory and 
post-modernism: all celebrate the legitimacy 
of competing voices - very often those of 
women - which question the notion of a 
single truth Plurivocality influences 
development strategics as well as how one 
reads a text. This brief ovcr-simplification 
of highly sophisticated intellectual debates 
is merely to emphasise the legitimisation of 
diftcrent and disparate realities. While 
development strategics stress the need to 
involve women in decision-making processes 
and thereby empower them, post-modernism 
also speaks of giving a voice lo the hitherto 
mute and oppressed. Di.scovering the.se 
convergences and iicccpting the differences 
IS a fascinating exercise. 

VI 

Since 1975, the Indian women’s movement 
has gone a long way in identifying problems, 
agitating tor solutions and getting them 
implcmenied | Kumar 1993: Gandhi and Shah 
1992: Sharma 1989|. Coincidentally, these 
were also the years when 1 withdrew from 
fieldwork into the reassuring portals ol 
libraries and the homes of the 19th century 
elite. Yet, by I99(), I felt a restlessness to 
go hack lo the field once more. In part, this 
restlessness was an anthropologist’s craving 
10 be with 'real’ people - but imly in port. 
It the la.si 15 years had not been so ru^.in 
methodological and conceptual debates. I’m 
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mi «tire that I would havtf fell confident to 
do so. My choice of rc^search melh(xl.s had« 
over all theftc 25 years, been pointini> me in 
a definite, unbroken directiem. While the 
naivete of a 23-ycar-old later gave way to 
a more systematic mode of enquiry, the 
empbasi.s has consistcnily remained on 
hearing many voices, i have not hecn alone 
in my dilemma, nor in my search lor an 
appropriate methodology. When one's private 
anxieties find a rctlcction in puhl ic disccmrsc. 
clearly there is scope for articulating and 
moving hock lo the field again. A novice's 
appmhi^&ions at cncininienng an uncharted 
terrain, which led me to seek legitimacy in 
the words of respondents, are uxlay viewed 
us vital in the construction of new realities. 
No rmiUer what adjective one may use. 
thinking, interpreting, representing or writing 
about another's Jilc is a tricky business. It 
IS useful and reassuring then to share with 
tHhcrslhat the "aeiiial expemse and language 
of women is the central agenda for feminist 
social .science and scholarship'* |Du Bots 
if^3:IOK|. Feminist researchers have over 
the last decade been i ncrcasi ngly emphast si ng 
the need to hear the voices ol women | Duelli> 
Klein 1983; Du Bois 1983: Kurlckar 1991. 
Kumar 1994; Oakley 1981: Reinhar/ 1983; 
Roberts l98l;Siuccy 1988: Stanley and Wise 
1983a, 198.3b: Stivers I993|. 

My confidence also grew in huge part 
because ot the case with which women arc 
today willing to share, to speak and to rethink 
their lives again. Bclore I ventured hack to 
(he field. I hud many encounters ot mutual 
sharing and trust which assuted me that a 
context is not impossible lo create and even 
re«crcatc anew. For the lieldworkcr has to 
tell the story ot many lives, one ot which 
is surely her own, and when those voices 
she wishes to hear speak to her wiih a 
poignancy and an almost crystaNcIcai 
honesty, she works hard to suppicss loo 
many questions on her role and the problems 
of interpretation, understanding and so on. 
Twenty years ago I felt threatened, pained, 
inadequate, by that honesty and the reaching 
out tor answers. Today. I find it easiei to 
cope with the expectations ot respondents 
not only within myself hut also because the 
scope of child-care, employment, domestic 
conflict resolution ma^hanisms. and so on, 
have incrca.sed and been legitimised I can 
at least tty and work towards some solutions 
to the age-old problem of wile abuse with 
battered woman: with the haimikis I did not 
even have the courage to usk tiu.* question, 
not only because I fell that it would be an 
invasion of privacy hut also because 1 did 
not know biiw to approach it. 

My present work qp violence against 
women had Jed me to listen to women under 
severe tension and stress. As they speak, they 
are defining and rccMining themselves and 
their psycho-phy.sica) boundaries. For it is 
clear that aggression and violence, physical 
or otherwise, is an all-pcrvasive phenomena 


in mo$e hdtcittsexuai refottoiiships. tt is ibpre 
in wife and child abuse, in the pioeesit which 
persuades a young woman to he a respectable 
school teacher rather than a surgeon, as wdl 
as in tension-ridden intcr*ca.stc rehuionships 
in villages and slums. Hs ubiquity makes it 
an imporiani area for research and debate a.s 
It undcr|)ins s(K:ial and personal constructions 
of femininity, masculinity and identity. Thus, 
as I continue with my prc.Hcni project, I feel 
a drawing together of' the threads from my 
earlier work. 

It IS an exciting time to be a social 
anthropologist with u commitment to 
women's studies. I have found it particularly 
challenging to mapthc trajcctoriesoffcminist 
theory and anthropology with that of post¬ 
modernism. Feminists claim the right to 
conirihuic to knowledge creation often by 
deposing’ reigning canons. So do post¬ 
modernists. Hut lor the former - as for 
anthropologists - the context is of vital 
importance. Anthro|)o)ogi.sts in the field are 
talking to and writing about human beings 
in a \arieiy ol situations. Feminist theorists 
h.isc many ol their sensibilities and 
ohscrvalions on the lives of other women 
in poverty, m struggle, in situations ol 
oppre.ssion and exploitation and in )oy and 
victory. It is in these contexts that the stones 
lie and give stlength to those who reach out. 
The quest lor new realities is I irmly rcmicd 
m women's experiences, iheir knowledge tit 
these experiences, and the capacity to rcllect. 
articulate and share 

Despite a partial re.soliition of my dilemma 
as lieldworkcr, I am still at times bewildered 
and overwhelmed by the entire process ol 
giving expression (o and cicaiing anolher 
reality. At itie same lime. I am conscious ot 
the' freer spii n'm anlhropology which alhiws 
us to be '‘more honesl with ourselves and 
acknowledge the force of our emolions" 
I Bruner 1981.151. Over 20 years ago I would 
have baulked at any suggc.stion that I had 
to prtibc beneath the surface. Today, I am 
not only asking the unnskable of* my 
respondents hut alsool myself. As I question 
academic coik epis, research methods, official 
policies and piogramiiK's. I tell myself that as 
long as I am aware of my life situation and 
my intcilecliial baggage. I should be fairly 
siiic ol keeping a basic .story iniact. Al the 
same time. 1 giow more and more aware ot 
the many stones which surround u single 
event m a single life. This tecling. however, 
docs not contnidict a commitment to the basic 
.story: it only heightens one’s perceptions and 
sensitivity to a plurality of voices and points 
ol view which privilege that basic story. 
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Goid^ in Fidd Research 

Experiences in India 

L C Schenk^imilhergeii 

The develqpmni oj an epistemology offieldwork has made hath women and men more aware of the irtfluence ofpersonal 
characteristics of the fieldworker m the methods and objectives of the stutly. Numerous studies have explored the role 
gender plays in anthropological and sociological fieldwork To what extent do these findings help us in analysing and 
understanding the experiences panUvIarly oj western female researchers working in the field in India? 


1 

IntrodMctkm 

IN 1979 I did fieldwork in Allcppey, a 
medium-Kizcd town in Kerala. The purpose 
of my research was to focus on women 
domestic servants, and U) study and analyse 
their poverty and household survival 
strategies (198X). As the servants resided in 
thiee locations m Uic town at rather far dis> 
tances and local transport did not reach those 
places I deckled to buy a cycle. My husband, 
who also did research in Alleppcy (Schenk 
1986], suggested (hat we sii4>uid buy a ladies 
cycle so that we both cx>uld use it. 

It seemed that it was not pi>ssiblc to buy 
a ladies cycle in Alleppcy. I have to admit, 
that so far I had not seen any woman cycling 
in the town: hut my Kerala friends assured 
me that there iirv sisne girls and women 
cycling in Allcppey. Besides. 1 assumed (hut 
as a foreign wixnan 1 would be allowed to 
cycle. So we went U> CcKhin/Bniukulam. u 
more modem and ec4>ni>mically better-off 
portcity. and we succeeded in buying a nice 
beautiful red ladies cycle. When 1 started 
cycling in front of our liousc. I caused u lot 
of commotion, and children used to run 
behind me. pushing and pulling (he cycle. 
As I often had one of our children on the 
back'Seot tliis was an unpleasant situation. 
This reaction on my cycling continued during 
several weeks. 

One day it happened tliat while I was 
cycling, suddenly a man gave me an 
enormous blow, and my .small son an<l I fell 
from the cycle, h appeared, that he was so 
angry that 1 violated the gender rule of 
lestricted mobility for womeiu that he wanted 
to teach me a lesson. Obviously, the fact that 
1 was a foreigner and outsiderdid not higher 
him. Prom that moment on f decided to 
conform to the ascribed gender role related 
toinohilityin the Alleppcy setting. However, 
my hu.sbaiid could cycle everywhere witlKiut 
any problem on *our red^dangcr cycle*. 

This small example from my own 
fieldwork experience illustrates that gender 
may play a distinguishing n^le for male and 
female researchers in a eenain ftcldwi>rk 
setting, and it is on tliat subject that I will 
focus in this article. The article is 4>i'ganised 
as folhiws: First I want to introduce some 
very important and interesting studies that 
have bempuMishedcxi therok gender plays 


in anthropological and sociological 
fieldwork; second, I want to explore how 
far the findings and topics raised in those 
studies also describe elaborate and/or 
characterise the research of particular 
western female anthropologists and socio¬ 
logists who have conducted fieldwork in the 
Indian context. 

F4>rtliatreasonl will include the experience 
of my husband, of male and female 
C4>lleagucs. several junior researchers and 
students who have recently conducted field¬ 
work in India in different settings as: the 
lemote rural area in the north of West Bengal, 
a more advanced rural and urban region in 
south Guiarat. a small town in Uttar Pradesh, 
tribal ureas in Andhra Pradesh and Ori.ssa. 
the metropolitan setting of Bangalore, etc. 
So, whcnl write *we* and *our* in this article, 
it rclatc.s to the talks 1 had with my husband, 
colleagues and students. For comparison 1 
will now and (hen refer to (he experience of 
I jeclu l>uhe. an Indian woman anthropologist. 

II 

Methodulc^ical FeiiiiiicM:entri.sin 

Carol A B Warren states very clearly in 
her interesting small book Gender tssues in 
Field Reserurh (1988) that 
Ilic myth of the researcher as any person, 
without gender, personality, or hi.Uorical 
liKalion. who would objectively produce 
the same findings as any other person has 
been inercaiungly challenged (19MK. p 8). 
The development of an epistemology 4)f 
fieldwork has made both women and men 
more aware of the uifluence of the personal 
characteristics of the fieldworker on tlie 
methcxls and 4>bjcctive of the study and 
the context (Goldc 1970; Roberts 19X1; 
Harding and Hintikku 1983: Bowles and 
Klein 1983|. 

It IS very well realised in these studies that 
gender is only one of many personal 
characteristics that shape the course of 
fieldwork: age. social class, and race or 
ethnicity are i)thcr obvious influences. Still 
a fascinating question tliat remains is in wliai 
way gender, as the miatt obvious ascribed 
factor, visible for cvciyone, shapes the access 
to the field, Uic coHecting of data and the 
interpretatkin ot the findings. 

h is vemarkablc that there are amsiderably 
more contributions written by women 


fteldworkers (o understand the role played 
by a fieldworker* s sex and gender in 
comparison to what males have written on 
the subject [see especially Bowen 1954; 
Golde 1970; Papanek 1964; Wax 1971; 
Manda Cesara 1982]. Warren gives a 
plausible explanation for this phenomena. 
She assumes that this methodological 
Teminiicentrism* (vliich cc>ntru.sts with the 
'androcentrism* of theoretical concem.s) 
arises from the paradoxical situation of 
women field researchers: 

From (he entrance into fieldwork in 
anthropology in the early 20ih century. 
wi>inen .scholars did their research against 
the background of taken-for*granted 
andmcentric assumptions abtiut scKial life. 
Over time, the.se a.ssuinp(ions became the 
object of inquiry, resulting in a self- 
consciousne.ss about issues related to women 
in the field (Warren 1988.8). 

1 remember that my first encounter in the 
field was not so much a confrontation with 
andr4>centric theoretical concepts, but 
more a question of what was told, and 
perceived by me. to be a 'scientific* meth4)- 
dology: that means an anditKentric research 
mcth(xlology. 

In 197] 1 started my PhD research on the 
living and working conditions of sweepers 
(scheduled tribes, the kuknis) and scavengers 
(scheduled caste, the *banghis*) in a very 
poor slum in an economically stagnant town 
in southGujarat(Bulsaror Valsad) (Schenk- 
Sandbergen 1975; 1979a,b]. My university 
education was very much determined by the 
left-wing students movement of the 1960$ 
and its related struggle against elitist 
hierarchical structures and the war in 
Vietnam. During that time 1 wrote an article 
to protest against the kind of anthropological 
lescarch conducted inThailand and Vietnam 
by American social scientists that served the 
industrial-military complex bent on 
destniying the people of Vietnam (Schenk* 
Sandhergen 197 Ij.Stixlentsofmy generation 
had studied and debated the works of 
Habermas and cMhersofthe Frankfutt School 
and were inspired by the Gimese Cultural 
Revolution, on the subject of "science for 
(he (oppressed) people* and the concept of 
'ifttegralioii between theory and practice*. 
So although I participated actively in these 
debates on (be critique of the established 
sewial science research methodology, ttus 
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idfendcr-^H^pisaU, und iiifiiiiticilliir 
of tliek mstbodologicAl conne^tience. 

Bui a few di^a after my anrival in BuUw 
ia a kind of gender/dasK ahock aituation. 1 
became very much aware of gender. And 
that happen^ when L nervously entered the 
Ursi hut in the alum area of Bulsar with a 
male interpreter. There were five people in 
the but: the father, blind and without work, 
his daughter lying on the floor who had 
delivered her first baby two days back, and 
two younger sons of the blind man. The 
father showed me a dirty piece of a newspaper 
with some left-overs of rice in it: the only 
food he had gcH by begging that day for his 
whole family. For two days they had had 
no food at all. He asked me to give him 
money to buy some gcKxl food for his 
daughter. And being a young woman myself 
with a one-year-old daughter und with a 
fresh memory of the days just after deli vciy 
whenl was looked afterso well, her addition 
hit me hard emotionally. It was at.that 
moment, in thsoe few seconds tliat I realised 
that despite my education as a critical 
s(x:iologist, and my strong Six;ial and political 
commitment with the ptwr and oppressed in 
India, from a methodological point of view 
I was simply conditioned by the androcentric 
methodology. I had internali.sed the male 
views to remain tlie neutral observer and not 
to intervene in the IcKal condition because 
otherwise the objectivity of the situation 
would be spoiled and the results would not 
be ^scientific* any more. But. I remember 
very well that in a few seconds, in which 
my heart was beating very fast. I recognised 
what was the only right thing to do. und 1 
did what I never regretted: I gave money to 
buy food, and 1 told the man to buy milk 
and fruits for his daughter, and that I would 
come hack the following day. When we 
came outside the hut my male assistant was 
very angry with me, iKxause besides the 
gender aspects in this encounter, dierc was 
the complication of community. He said that 
I had spoiled everything by giving money 
and support u> that family. It seemed tliut 
they were Mulsims and Uie majority t)f the 
^thor families in the slum were Hindus, and 
that they would suspect me now of Muslim 
sympathies - a very bud thing just be tore the 
lndia-Paki.stan war in Autumn 1971. But, I 
felt relieved and guilty at the same moment; 
ivlieved because I realised that for me. as 
a woman, the fieldwork methodology 
requires me to interfere when necessary and 
to show in practice concern for tlic people 
involved; and guilty that 1 had acted against 
academic rules. It took me several months 
of research when I came across many oilier 
similar cases where I had to conquer and 
overcome my feelings of guilt. Fnim that 
lime on I understood better tlic human and 
scientific dimensions and meaning of what 
later was called a feminist* methiKlology 


^yf ctutsi^s paitialiiy, # view (nm bdow. 
research Tor* people apd not *on* people. 

So I think Peggy Qolde's assumpiton> in 
her classic Wtnnen in fhe Field, Amhw- 
pahjgicnl Experirntrs (1970), that the 
women aintiibutors to her volume arc more 
sensitive to the role gender plays in fieldwork, 
because of tlicir siKiaHsatioti process a.s 
women und pmfessionals. Slic wiites: 
...that simply gntwing up as women in 
American society would have made the 
contributors (who are all women) aware of 
the kinds of subtle and conflicting pressures 
Ihal may he exerted on women. Ilieir own 
personal adaptation as professionals would 
have demanded that they develop heightened 
sensitivities about sex role, and 1 believed 
that this awareness, including an acceptance 
of * perceptiveness about feelings* as 
appropriate to the feminine role, would make 
the aSKes.«ment of the intiuence of sex ea.sier 
tor women than it would have been lor men 
(1970:3). 

There is a vast und growing literature on 
gender und tieldwork relationships The 
gcncralisulions found in this literature 
concerning Uk '.‘idvaiituges uiul d isadvantages’ 
of women versus men in cross-cultural 
tieldwork indicate, that besides restriction 
to particular worlds within settings, women 
ficldworkcrs arc portrayed as more 
uccc.ssibje. person-oriented, communicative 
aiul less threatening (hun men and this makes 
the interaction of fieldwork easier [Warren 
198H, see in particular the contributions ot 
Margaret Mead and Ann Fisher in Golde 
I970|. There is a renuirkahic cross-cultural 
similarity in these gcneralisalhms. 

Fmiii (he Iskimo to New (tiiiiiea, and liom 
New linglaiut in the 1960s to Lo,^ Angeles 
in the 1970. (Warren 1988:451 

However, as talks and observation in (he field 
in liulia taught me. we have to be cautious 
with lhe.se kiiiii ol gcncralisution.s bccau.se, 
as Margaret Mead already indicated, there 
arc different types of women ficldworkcrs 
She divided women ficldworkcrs into (hose 

...with deeply leinininc inierc.sls andahili(ie.s. 
who in the field will he inloresicd in the 
altairs ol women, and those who are. on the 
whole, identified with (he mam theoretical 
stream ot anthropology in styles that have 
been set by men (Mead 1970: 3231- 

Sbe sketches a black-white dichotomy of 
(lie feminine type researcher oriented toward 
lemininc concerns working with their 
husbands: und the masculine oriented 
women: inde)>cndcnt, bored by babies at 
home and working abroad alone, and using 
male informants. I think that nowadays this 
dicluxomy has to be replaced by a more 
subtle differentiation incatcgorics of women 
field researchers who are more feminine or 
masculine oriented according to the field 
.setting. This will also apply to male ficld- 
woikers They are also not a homogeneous 
or monolithic category: 1 know mule 


field workers who have amore fUniniiie ttutn 
masculine personality and interests, f btye 
written this article with thesecUfferenUiaribbs 
in mind, but I am aware that to make things 
visible und clear. I have to exaggerate now 
and then the .stereotype of a feminine and 
masculine field worker. 

Maria Mies, in her cla.ssic article of 1979 
'Towards a Methodology for Feminist 
Research', doe.s not at all differentiate 
categories of women and men lieldworkers 
in relation to their gender orientation. She 
makes firm statements on the extra quality 
and capacities of committed women social 
scientists (c g, women who want uicontribute 
to the cause of emancipation). The extra 
quality consists mainly ofthe fact that 

...women and other oppressed groups, out 
of their subjective experience, are better 
sensitised towaids psychological mechanisms 
ot dominance... l)ue to this inner view of 
the op|iressed'. ...women social scientists 
arc better equipped than their male 
counterpail.s to make a compmhensive study 
of the exploited group.s. Men often do not 
have this cxpcneniiat knowledge, and 
therefore lack empathy, the ability for 
idcnuficalion and because of this they alst> 
lack social and sociological imagination 
IMies 1983:121]. 

Maria Mies' analysis of the cause of 
women's extra-qualities as lieldworkers is 
almost the same as Peggy Golde's: the 
socialisation of girls us women. But, in the 
interpretation of the effects of this 
KiKialisution. Mies stales that women should 
realise tlnit their own existence as women 
and scholars is a contradiction. Out of this 
split grows a double consciousness which 
must l)c taken intoucamne not as an obstacle 
hut as a political and methodological 
opportunity to do comm itted action-research. 
Mies recommends (hat (he special talents of 
women ficldworkcrs should be used to con- 
rribu le to the cause of emancipation of women. 

However, the fieldwork context is often 
more complicated and that raises the 
interesting point Carol W urren (1988) makes 
in her bcxik that women's .special talents for 
fiekiwork can also he seen from a different 
perspective: as a feature of the politics of 
gender dominance and submission that 
characterise so many cultures. The positive 
characteristics of women as accessible, 
person-oriemed. communicative and less 
threatening arc also the ones which make 
women very vulnerable and allow for 
stereotyping. This perspective relates to the 
debate on the 'sexual politics of fieldivtirk*. 
Some western feminist women leseaichers 
perceived (he trade off between accepting 
certain degieesof 'sexism' on theone^nd, 
and the acquisition of knowledge ill the 
inlcrc.st of furthering careers ini the other 
hand, as distasteful. When 1 discussed this 
with my colleagues and .students they 
immediately undcrsuxid the point. We siki 
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that it i» unavoidable that doing iuiu:uroh in 
patriarchal a society as the Indian, Uw 
^ woman fieldworker a>meK across certain 
formn of 'settifioi* unknown to her: slic may 
be a witness to or becomes involved in 
situations where other women suffer from 
male dominance. For example: we dislike 
the dinnerparties inmiddlc’ and upper-class 
families in which the women of the house 
are always serving and not eating with us 
at the table. Whenlcame across Uiissiiuution 
for the first time in 1971 in Bombay, I was 
very upset because our hostess was also an 
academic colleague and as a young woman 
I did not want to be treated as u kind of 
honourable male at the table wiUt the males. 
So, I suggested that I would i>nly cut when 
our hostess would not play the role of the 
waitress - or servant - but also joins at the 
table, or I would eat in the kitchen with her, 
later. But, those suggestions were waved 
away and our hostess said with a smile, (hut 
she liked to serve us well and tocat afterwiials. 
1 had no other choice than to ad just to this - 
which in my eyes-was a ritual of 
subordination of women: in 1992 it is still 
^ thesameandlhavestoppcdprotesting against 
this feature of the politics of male gender 
dominance. 

Sometimes 1 have the same feeling of a 
*sexistriluar when a powerful government 
official tries to show, now and then, in an 
unpredictable way. his male superiority. 
Probably, he is also confused, ambivalent 
and stressed by his having to communicate 
with a married western woman advi,>or who 
travels to remote ureas witli mule colleagues. 
Sometimes he shows great interest in my 
Hodings and sometimes he behaves very 
rudely by starting an informal talk with the 
male person opposite to him to show that 
obviously he is not interested in what a 
woman has to say. 

However. 1 assume that because of my 
objectives ’why to conduct my research . I 
can cope with the dilemma of feeling an 
emancipated woman, although accepting 
certain degrees of ‘macho show-off during 
tieldwork. I do not iniciul to do research *on' 
women, hut ‘for* womenot ptsirhousehi’lds. 
SometimeK. I enjoy the feeling that feminine 
attributes (probably together with being a 
fomgner). can manipulate male decision¬ 
makers in government- and development- 
planning circles to gel things done. 

There is anotlier interesting point of debate 
in the discussion on the role of gender in 
field research, reflective of time perspective 
of feminist anthiopi>k>gy. Tlicie is an obvious 
change in perspective that frames, gender 
not as an ascribed role, but. us Wanvn culls 
it, a ‘negotiated' one, baMMlsinlaitli the gender 
features of the setting, and the interactions 
of fieldworker and respondents over time. 

In the beginning offcm in ist antliropology 
when the androcentric nnMs of science were 
discovered and dug out. and many women 


started to do studies with the aim pf making 
womest visible in all respects because 
gender was such a strong ascribed 
component that it was not possible to 
challenge the role it played in different 
conditions. But, with the current phase in 
feminist anthropology where tlic focus is 
to show and to explain the differences of 
gender roles and gender relations related 
to class, caste, status, ethnicity, historical 
dimensions, etc. the role of gender has 
become more flexible and open to 
modifications (Moore 19H8|. 

Three studies in the field of gender and 
research rellect these changes in thediscourse 
of gender over the past 25 years. 

The first is Women in the Field, 
Artthropohf^ical Experiences edited by 
Peggy Oolde. a collection of 14 essays by 
women anthropologists, first published in 
1970 and republished in 1986. The Golde 
volume is about the experiences of women 
fieldworkcrs: as such it reflects the first 
wave of feminist concern with the 
aiulroceiurism of earlier fie|dwt>rk. 

Tlie .second is a reader with die title Self, 
Sex, ond Gender in Cmss-Cubia al Fieldwork 
edited by Tony l.arry Whitehead and Mary 
Fllcn Conaway, a collection of 16 essays 
(six by men and 10 by women) published 
in 1986. The volume is by and about women 
and men in the field, rellecting not only a 
continuing concern with women's issues, 
hut also a newer awareness of problems and 
processes in the field specific to the husband- 
wife relation of anthropologists in the field 
when the wife is the main researcher, and 
tlie problems this creates for men. Tlic volume 
is structured around three components: tlie 
role gender plays in field adjustment, 
information gathering and interpretations. 

The third one is die excellent state-of-the- 
art study of Carol Warren (I9K8), Gender 
issues in Field Reseatvh in which she 
summarises and gives an overview of all the 
findings, views, components and aspects in 
bodi untlimpology and sociology. She warns 
against the ‘focal gender myth' of field 
research and encourages young researchers 
to find the ‘siKial facts' and not to let die 
voices of the past generation become the 
shapers of the new one. 

However, it should be kept in mind that 
the.se three studies are mainly based on the 
experience of western social scientists. 
Wiiut are the common experiences of 
female fieldworker that might stand as 
generalisations or that might be framed as 
hypotheses for future testing in the Indian 
setting? » 

Peggy Golde summarises the following 
five comm^Ni tlicmes which weie made 
explicit in the contributions of the 14 female 
fieldworkcrs as having gender-specific 
components; protection, initial suspicion, 
conformity, reciprocity and culture shock. 
Whilcliead and Conaway (I9K6) focus on 


a nimiber of vbwx iniHiriling the mb H 
fickbvorkt^r; «cx midgptukf identity tfiataie 
worthy of further exploratbn and debate. 
Such views include (p 4): (1) Female 
fieldworkers are under greater pressure to 
conform to local gender ascription than do 
male fieldwoikers. (2) Female fieldwofltors 
are under greater pressure to have sexual 
relations than df> male fieldworkers; 
(3) Female fieldwoikers ureallowedgreater 
freedom in crossing hicai gender boundaries 
tlian are male fieldworkers (Cesam, P^>anek, 
Colde), (4) Females are more sensitive than 
males to the field situation and are therefore, 
more likely to attempt to understand the 
systemic relationship ^tween the fieldwoik 
process and the fieldworker's sense of sglf. 
t5) Sharing the field site with a spouse, 
children, or a colleague can be prohibitive 
to the fieldwork process and to the type of 
introspection necessary for the growth of 
self and objectivity, particularly for women. 

Are these views all focal gender myths? 
Can we endorse the.se views also in the 
Indian fieldwcnk context? As it was not 
pos.sihle to tackle all vi6W.s mentioned above. 
I decided to limit my analyses to four major 
tlicmcs which were brought up in eveiy 
discussion I had on the subject with my co- 
rcsearchcrs. The four themes are in fact 
points (3) and (l)of Whitehead's views and 
the themes of‘protection* and ‘reciprocity’ 
of Golde. Tlicy ore as follows: 

(1) Western women fieldworkcrs are 
allowed greater freedom in emssing local 
gender boundarie.s than are male 
fieldworkers. 

■ (2) Women fieldworkers are under greater 
pressure loconform to local gender ascription 
than do male fieldworkcrs. 

(3) Women fieldworkers are allowed less 
mobility and arc under pressure to seek 
chaperones and ‘protection'. 

(4) Women fieldworkers are more under 
pressure to provide all kinds of support, help 
and assistance than do male fieldworkers. 

m 

Experiences of Western Women 
Fieldworkers tai India 

Acx.'bss to Two Worlds 

Rosalie Wax (1979) states in her famous 
article ‘Not any good thing is done by one 
man alone' tliat women anthropologisU fnm 
the western world have an advantage over 
their male colleagues in that, as women, they 
have access to the women's world of the 
culture they study, whik as western outsider 
they can also maintain contacts the 
men. Also Wertheim indicated already in 
1968, in his preface to the book by Cora 
Vreeefe {Parda) that women fieldworkers 
have an immense advantage over the male 
reseamher when they use the ‘technique' of 
participant observation because female 
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Uie 0 iot>*ii world (Vmscie cfo Stiiers '1969il. 
T1ii« view seemed to be csonfirmed by stale* 
Rientx from several women unUiropologisU 
working in India. So far, men did not, and 
could hardly get in touch willi women, wliile 
women researchers did conduct studies 
among men (Du Bois 1970: Sharma 197H; 
t^ttigrew 1975: Bellwinkel 1979]. 

But, exceptions make the rule: there is one 
study of Jan Brouwer (1987) in which he 
focuses on crafts women in south India. 
Unfortunately, he does not provide any details 
on his methodology. 1 do noLknow in what 
way Mandelbaum collects his material on 
such a gender sensitive topic as '^seclusion 
of women and men's honour" (198K). 

1 experienced in the ficldsetting in Bengal 
and Mirzapur how difficult it was in ureas 
with an outspoken ‘purdah-ideology' for 
men to communicate with women; women 
(in particular tlie younger ones, the daughters- 
in-law) inunediately withdrew when they 
saw me entering the area accompanied by 
a male colleague, while that never happened 
when I came with otlicr women. However, 
one of my male colleagues working in the 
soutli of West Bengal appears not to have 
faced any problems when talking with women 
on very intimate mutters. 

However, it wou Id be an ovcrsimpl ificulion 
to assume that women f ^cld workers cun easily 
get access u/the world of both sexes. Jan 
Brcman (1983) has described the problem 
of doing fieldwork in a polarised society like 
India. The problem of doing research in u 
patriarchal and polarised .society, has 
however. a.s far us I know, never been 
analysed. One consequence of patriarchal 
society i.s that it is often very difficult tor 
women six;iologists. to get access to women 
of certain castes and tribes, the mum reason 
being the male leaders and other men consider 
themselves as the heads of the houschi^ld or 
the community, and therefore the only 
important persons, who arc able and entitled 
to giving answers. Women arc not supposed 
to be capable of giving replie.s and therefore, 
it is often not easy to speak in private with 
women. 

This also happened during my 
investigations in villages in tribal areas of 
Orissa in 1990, where men and women of 
the Ghond tribe sat in groups and watched 
me. On each question though directed to Uie 
women about their living conditions and 
role in agricultural prexiuction, the older 
male leaders gave the reply. After many 
efforts I succeeded in opening the ‘culture 
of silence' of Uic women a little bit. The 
older woman leader started to talk, but she 
spoke for tbecoJIcctive and looked obviously 
betler*o^'f. During tills stay it was alsoditlTicult 
to get access to women becau.se of the 
presence of the male staff worker of the 
NOO, with whom 1 visited aample of villages 
in order to assess the impact of the activities 


of the NOO, He was always sitting next to 
me and he was not aware that his prascncc 
was also a constraint for ibe women. 

Tlic same mule dominance cun also (Kcur 
in slums in Bangalore. Tlic male leaders will 
immediately be arouiul when the researcher 
arrives in the slum A^ith the rcptesentaiivc 
of the involved NGO and the leaders will 
re.spond ti) ijuesliiins even those directed to 
women. I have developed several strategies 
to get rid of men, and the best is to start 
talking on topics which arc perceived by the 
men as trivial women' s talk, such asdcliverics 
and health practices, or to ask to sec the 
cooking arrangemciUs and ‘chula* and then 
to stay in the kitchen. It will be interesting 
U> know other strategies u.scd by women 
ficldworkers to escape the patriarchal 
doiTiinancc in interview settings. 

Wieke van dcr Vclden describes in her 
intcrc.stiiig thesis Silent (1991) that 

access to the women's and men's work! is 
a problem particularly when the subject o\' 
the rc.scarcli is more related to the women's 
world. She felt the push directing her into 
the women \s world, and pushed out of the 
men's world ot jxditics she also wanted to 
study. It was half-way through her fieldwork 
that she fully realised the di.sadvantage of 
being confined to women's and childrcirs 
worlds. She also dc.scribes how women's 
worlds areix)i necessarily open to all women. 
Gender alone i.s not enough to win full 
acceptance into female ctmeerns especially 
those related to sexuality and rcprcxluction. 
She wines: 

Not being niamed did have one clear 
disadvanlagr" nialler.^ ot sexuality and 
childbearing were out ot hound.s lor me. 
it IS. malterv ot sexuality are niu easily 
discussed (otherthan hemgjoked about) all 
over the (iangelic plain... and certainly not 
with t>nc who IS unniarned. Only towards 
the end of my research, and with a tew 
women with whom I had become close 
fnends was I able to talk about .such mailers 
to some extent (1991, 17). 

One student told me that during her 
fieldwork a young ptxir married woman 
heard during her fieldwork that .she was 
unmarried. She could not stop laughing at 
her and finally she murmured; “1 may be 
pixir, but anyhow I am niurried". She did 
not take the questions directed to her by my 
student seriously anymore. 

Other women ficldworkers confirm the 
advantage t)f having enlruncc.s to two. the 
men’s and the women's, worlds. However, 
mixlificatioiis on this general statements 
should be made immediately. In other 
cultures it is known that women field workers 
will never get access to male domains, like 
cix;kfighliiig. rum-bars, mosques, etc. In 
India several women do not get access to 
all fields of t!ic men's workl they want to 
study. But this depends on the age, marital 
status, the pcrramality and the setting of the 


fieldworker. T\\c ficMworker's morifal 
status is of particular signidcapce to 
antliropological iiirormant.s. since most 
cultures take kinship bonds as the 
fundamental sources of social structure and 
six^iul order. It is my cx|>cnencc tliat my 
confonnity with that pattern - it was said 
“your family \s just an Indian family" - 
helped me very much in getting access to 
IxMli sexes in the field and in understanding 
the subjects to be studied (1992). 

However, to many an Indian man seems 
the Ixssl condition to facilitate access to the 
men's world. Ursa) a Sharma is very positive 
on the easy access .she could get via her in* 
laws (1980, p 1). Joyce Pettigrew, a British 
anthropologist, hud married into u rich 
luixlowning jai family belonging bi Ludhiana 
district. She wanted to d<i research on the 
role played by rural factions in building up 
the power of slate level political leaders in 
1971. In rural Punjab women are usually 
secluded and conduct their lives separately 
from men. Tlie reputation of the family 
depends on the behaviour and conduct of 
the women. Shcde.scribcdhow - because of 
her affinal connections - she had an 
enormous advantage in seeing and speaking 
to many political leaders. However, certain 
persons, e g. pniminent male members of 
the faction opposing her relatives, were not 
accessible to her because they were 
considered as bad characters and that would 
lower the status of the reseaicher. and her 
in-law family. 

That gender-bound limitations arc also 
due to the subject to be studied, is shown 
by the remarkable, but ethically doubtful, 
Kn^kof Suruli Lloyd; An indianAucu^hneni, 
She .spent two years in India with her lover 
Jungli, a young Sikh man in his remote 
Pun juhi village. She was really able to give 
u fascinating ‘inside view' of daily life in 
the house and village. 

Cora du Bois has an exceptional story 
during her long stay in a comfortable guest¬ 
house in Bubaneshwar with an excellent 
rix)m service. She dcscrilx:s her excellent 
relationship with Oriya men. (atid not with 
women because they did not speak Emglish) 
who frequently dropped in to chat with her 
on the neutral ground provided by the guest¬ 
house. Acairding to her, it is the sympathetic 
stranger to whom Indian men speak frankly 
of matters they would hesitate to discuss 
with their families, their peer group, or their 
working colleagues. She senses that her age, 
in India at least. fuci1itute.s rather than inliibits 
confidences. She writes: “Grandmothers in 
India arc, stcreotypically. loving and 
indulgent figures" f1970; 229). Probably in 
her case we see the effect that older women 
arc culturally androgynised: they are allowed 
'male* privileges. Sometimes older women 
become some ‘honourable males'. 

Carol Wan-en (1988:26) points to the 
important fact that both whiteness and 
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forcignucKH Mfiett permit women I'icld 
researcher>! more cnwN-geiulcr behaviour 
than is allowed native women. This 
perspective is also sug{:cs{cd by I xchi I )ul)c 
(1975), an Indian wtnnan anlhrvapologist 
She makes a very remarkable siaiemeni at 
the end of her interesting ariiele in which 
she deNcril>cs the llucc encininlers Nhe had 
in the field in three dilfeient Ntagcs in her 
life. She points to the fact lluit. al IcaNt 
western women are boucr al)ie u» ielate lo 
jKropIc Uian we.sicrn men bui that with 
reference to Indian women !hi> view must 
Ih: accepted with c.inijon Because of the 
constraints ot llie social strueliire iindei 
which the latter are bumght up and m 
which they function, they taee difficulties 
ill rclation.s and eommiinieatioii with all 
kinds I'f people 

Bui imee she oveKome.v ihesi- limiiaiioii'; 

of hot uphitnging she can um; her life 

eX[H;nentcs lo full advaniage while tioing 

fieldwork (p 17S). 

CoM < »kMII V 

Let us n(wv take a look at the other view 
exfircssed hy women fieldworkeis thai female 
ficldworkcrs are under greater pressure to 
coiifcnm lo local gender ascription than do 
male fieldworkcrs. This is a view expressed 
in Gokle and Whitehead, and also by many 
contributors in the Cubicle volume My 
colleagues and 1 lend to agree with this view 
mthe Indian setting, hut as I will nIiow there 
i.s alsct scope tor negotiation on gender role 
expectations «ind a lot ol fiexihiiily. 
depending on the character of the resc.irch 
the rural or urban context, the methodology 
followed, etc. 

In the conversations with Dutch women 
fieldworkeis it was iwcalcd that they alsi> 
like myscir, feel confronted with a whole 
range of gender ascriptions lhaieilhei they 
have lo follow or eo|>c with, and make 
some compromises Tlic coniormiiy to the 
gender roles prevalent m llu* licldseiling 
where the research is coiulucted may have 
advantages and disadvantages The 
advantage can I'h;. easier access and gathci mg 
of material: the disadvantage is that the 
flexibility nccde<l in adapting io a variety 
of gender roles, and in advipiing a si>mewhar 
neutral stranger role, when necessary, are 
also more difficult. 

How far can conformity to Indian culture 
be acceptable in oixicr to get easy access u> 
informants? ()nc study mentions that a male 
anthropologist had told his inlonnants that: 
^*His father has told him to ask them the 
following questions". He claims that this 
approach opened all doors lor him. But. do 
unmarried women have to conlt>rm i<^ the 
expcctatimi (hat they shmild he mai rieil at 
their age? Gail Omvcdl (I97vt did noi. and 
said (hat she was unmarried, and disctiveixd 
in (hat way the ei>un(er-cii)turc‘ whicli saw 
man iage as a prison. There aiv otherivca»iiis 


which show tliat Kxi much conformity works 
agiiinst the msearcher, 

Tlte subject ofconbmnity relates to many 
a.spccis of Indian gender ascriptions; dre.s.s/ 
appcaranct!^ restriction of mobility/ 
prolection/chaperones: marital status, 
division ol labour; showing respect and 
.subordination to men. etc. 

I shall Ill's! lake a look at the visible 
aspects o( contorinity lo local gcndci 
jNcriptions; diew and uppcurunce In India 
physical appearance is very important. In 
particular for women, (he si/c and shape of 
their bodies, hair and skin, clothing and 
icwelleiy. ilcnote her place in the social 
structure foreign lie Id workers ate expected 
to refrain I torn violating these norm.s. 

It is my experience, and that of my students, 
that coniormiiy to this pattern oIIxkIv ixditics 
IS highly appreciated, and lacililatcs the 
accc.ssol the woman fieldworkerlothc Held. 
()l ciniise (here is a certain class-aspect in 
thi.s observation in (he sen.se (hai the middle 
class will appreciate it most. They will 
piessurisc the Wi>rn.in ficldworker to wear 
a blouse and san. lo wear bangles and other 
leuellciy and best of all ((»wear a red tika 
.ind a marriage chain in the case ol'a married 
(leldw'orker 

In general. ei>mpromi.ses in diess and 
.ippearance appear have been made, in 
ordci to e«mlorm si>mewhal lo the gender- 
dress noims of modesty: long dresses and 
(he ‘kamcc/’ (shir!) and salwar’ (loo.se 
trousers) without the 'dupatia’ were an 
aeceplable in-belween-solulton. However, 
llexiin Illy was required: ()n other \>ecasion.s 
(visits to high government officials) it was 
wise to dress up as western as possible io 
gel things done. 

One ol my male cidicagues working in 
West Beng.d staled that dress conformity is 
also an import ant is.sue for male field wot kcis 
He got many comments on his .shirts, irou.seis 
and Dial his clothes should be clean and 
iioned 

On this siibiect of eon form it y regaidmg 
(Itessand appearance wecunalsodislinguish 
as biiuric Knegcr (19K6) does m her 
fieldwork in Caiio between the crucial, and 
not socnicial^enderexpeclalions. In Kerala, 
there were so many questions cacli day. »in 
why I W'as not w'earing gold earrings and a 
gi>ld chain that I dei. ided to buy a very small 
one fit into (he culture's gcndei role It 
was also in Alle*ppcy that Iriends Irom 
Holland came to stay with us. TItey were 
wearing old leans, sltort pants, and since it 
was veiy Iioi. a lot ol exposure of while skin 
was very' normal tor them.T )uf Indian Iriends 
uiul neighixiuis were shocked by the ‘bad* 
habits ol our Iriends and thcyexpivssedlhcir 
a.stonishrnent that they ne%xr su.spcctcd (hat 
we had friends like that: for a while our 
status was threatened but restored after the 
departure ol our friends 

One of tny students felt pres.sed to adopt 
the Indian hairstyle because her loose hair 


WHS not eonitkkrud ajpprppiiuk. Otlier Dutdi 
women resedrehers told me that they did iu>t 
drink beer and smoke in public, and that they 
learned to use the appropriate female hand 
gesture losay ‘hello’ and gixxibye’ to Indian 
men. (lull they lowered their eyes when 
being intn^duced to a strange man, and in 
general simulated more shyness and 
hesitation in di.scussions with mules than 
they usually would have done in the 
Netherlands. Ht^wever. they admit (hat this 
behaviour is olten a strategy lo manipulate 
male respondents to simulate female 
characteristics as innocent and naive in order 
to get im(H>rtant data at a Inter pha.se. 

It is inlere.sting that Lecia Dube describes 
luwv when she worked in a team which 
included western wom.en, the gender role 
eixiformity expected from her as a young 
Indian woman, an insider, was much more 
than for the foreign women. 

But. it appeared in the ctmversalion I had 
with my fellow researchers (hat there were 
also topics i^elatcd fothc physical appearance 
of the researcher, wliere we |us( refused to 
ci>nlbrm to I ndian m iddle cla'ss culture, .Such 
a topic relates to notions on the while or 
light-skinned pet son. who is often pet ceivcd 
in Indian culture a.N (he respectable one. In 
view < )f that we discii.s.sed our uncomfortable 
experience that it was expected of us. in 
particular as women, to have and to do 
everything to keep a fair skin which is 
considered as a very iniporlanl beauty ideal 
and status symbol. We fell under pressure 
loctmform io the middle cla.ss niMm not tti 
sit W'alk in the sun but to protect ourselves 
with an umbrella Mo.stofus like to become 
tanned because we feel it looks g<HHl, we 
did not conform lo the.seexpcctations. It also 
made us uncomfortable. We noticed that it 
was not appiecialed that our skin became 
very soon tanned. ()nc ot niy colleagues said 
that the tmly place where she could w'oik 
quietly and ah>ne was the roof terrace. But 
when ncighhtmrs spotted her there, silting 
in the sun. (hey came up the stairs to persuade 
bet to move cmi ol the sun How far this 
pressure to keep a white .skin also applies 
lor male fieldworkcrs woulil he interesting 
to kiunv. 

Kinally, a brief point that came up 
frequciuly in t'lirdiscussions According l(' 
the tlivision of labour m the west, house 
cleaning is a female gender role but in India 
it is a class/caste role. Many western female 
neldworkersdislikecl thedcmaiid loconform 
to Indian culture in this matter. It made u.s 
learn a lot. however, on .soctui sltatificalion 
and the positioiud*scheduled castes in fndiu 
Let me give a lew shoil examples. 

In 1979 my husband and 1 arrived with 
our three small children, of whom one was 
a baby ol six inonth.s. in Alleppcy. Kerala. 
Wc had rcnieil a few rtHjms in llic house of 
a Tamil brahmin family: this family lived 
al (he back of the house. 1 lemcmhcr my 
terrible concern from (he moment 1 entered 
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thebotijttc bc^0aii(«e the wci'etluKty ;u.iO 

in particular ^lic wuKh-baKir\. and bathriKun 
were dirty. My first reaction was to clean 
cveiything up in a thorough way hclorc 
unpacking any suitcase or placing any 
fumiluie. I managed t4> gel the cleaning 
material and stapled cleaning, hul ihc 
broomstick was snatched out oi my hand< 
by my Indian friends who inid curii>iiNi> 
watched my activities. They shouled: "Slop 
it. the sweeper will come, ihc .swce|H;r will 
come lomonow'". I undeistood liie silual ion 
In their eyes 1 was lowering iny status, bur 

I was thinking of the health (U my small 
children and in particular our baliy wluUiad 
|us[ started to crawl on the flooi and pul*, 
everything in his mouth. Bul ihciv was no 
escape. 1 was not ulU>wed to clean and sweep 
and the sweeper did not of course cn^mc ihe 
next day. It look weeks before any cleaning 
was done 

One of my siudcnts nanated hi'w once 
during adinncrbais were living in tin dining 
room Suddenly a bat fiew in to the cIccItk 
I an wliich was turning al .1 high speed. The 
bat was beheaded and Us head lull next [o 
the plate o( iny colleague She warned i<^ 
rcim>vc the ctirpse immedialelv because 
olbcrwi.se she was alr.iiii lhai she wtnild 
vomil.But.evciiinthi.sca.se 11 was.sjidlh.il 
Ihe .swec|K,r would eoine l.uci. and i he iliniiei 
continued. In l^ns case we can assume ih.it 
gender doc*s ik)I play much (U .1 role, a male 
might have felt Ihe same w ay as my .sliideiit. 

, Anothei sludcni wa^ vUlcu-d .1 leom in a 
gvwcrnincnt training centre m a ictiuXerui ril 
aica Hci r<Kim was small and to .1 eeilain 
extent .shocking to her, .seeing h'r Ihe lirsi 
time the window Irames which weie 
decoialcd with Ihc swaslik symbol: lorhei 

II was the symbol ol fascism and ihe Na/is 
Aflei arrival she iminctlialcly Nvanicd lo 
clean heri\K)ni and in pailiculai ihe. ireneh 
type loiicl located in Ihc 4>ppo.siie buiUling. 
.She bougiirabrcKinistickand ' Viin* hui here 
again the same happened* she cau.scd a loi 
ofconimolion and was noi alhwved Xnlo lhai 
"the sweeper will come” He came onl yonc^ 
a month and .she was lorced 10 clean in'scciei 

Rh.s'1 RK'i 1' )\' < n Moniij I > 

Tile idea that a woman has lo be protcctcil 
is very sirvwig in Indian culture. Siiualions 
should be prevented that mighi provoke 
otiicrs to exploit W'tancn. vvliidi coni.iiiis a 
.sexual clemeni pi'i se. WtMiien who gel iiiio 
difficulties are not .sup|H>sed to have the 
skill, or knowledge to del end themselves. 
But there are. ol course, emancipalcd Indian 
women who have wiirked oiii sliaiegics to 
avoid personal sexual harassments and 
molestations by adopting the vciy powei lul 
Hindu gixldcsscs l>urga or Kali lichavioui 
or to speak to the offender as a powerful 
motlier jKishwur 1992|. 

Tlie as.scsKment of the vulnerability of 
women in terms of physical weakness and 
openiics,s to sexual attack are some of the 


assumplloius Mimd ihe strict rules 4 if 
chaipcriming cif Winncn. Hven in a modern 
city like Bangalore, when we hail to go at 
niglii II o cli>ck. lor us ruU late al all. by 
an uuUirk kshaw u>ihe hotcl.iiuv veiy friendly 
iio.st insisted that hi.s son chaperon us on his 
niot 4 »rcyclc. The potir boy had U) 4 lri\c all 
Ihe way with Us TobechufHJU'ncdormhave 
company. is m India considered a mallei ol 
lad. 1 remcinberlhai whenmyilaughleraiul 
I niatle plans ihai she wtnild join me lo one 
o! my pMjeci.s lo help me with phol<»s ;md 
vkIcm, Ihc piohlein was “how lo eel 
)X!MiiissK)n from ihe Dutch cmployei s side 
in India ihey weieilelighicd that I had broughl 
my daijghlei h) .kc(M iipaiiy me 

The genei.il leelmg in Ihe exchanges wifli 
Duich women lescaichers on llie pomi ol 
iravclliiig and slaying alone wiltumi 
company was one ol uneasiness. We lound 
Chat we were mw.hi o) ihe siereolype image 
id a lorcign uoman travelling alone, 01 
fitting alone m ,1 icstaiir.inl a.s a Khkc 
woman Isim.ul.iU (1 i>\ Ihc impmi o! all 
B“ aiul C class movies lrv>m wesiein 
coiimiics) Theielore. pradicaily all had 
made ariangemenis lo he accompanied nv 
anolhei person. asNistaiu mleipidei m 
cvainlerpaii lo feel nune ulaxcd Theie o 
al.s(t ihe anxicly ksi ilu.s pr>lec(ion .md 
■pie\enlion he ^-vcidrawn 01 hecome a 
hmdiance In iiulaiound hoieU in hie cities, 
nnwaniedimpnialioioaicoMenm.ide Simuc 
lem.ilc I icitiwo! kei s when ihev liavc toira\ el 
alone have in.idi <iio:e and imMc iise^id liic 
'ioi*no>ei\ici m.-.uaj! o{ irei{uen(inc ihe 
dinmg room 

The mohililv ol vvomeii licldwoikei.s is 
ol course rc^li k ted by the iacl that lo ti .0 e) 
111 buses, hams and public boals is .j 

lug h.i/ard li»i women. Kuhlie transpoii is 
mnnopolisetf h\ men ()iily m big c Mies .such 
as Bangaloiethere aie ladies* sealstm tioni 
ol Ihe bus I sc|)aiak‘d from men s seals, in 
manv oihci.s il icuitiiies mveniive siraiegies 
or i\ l(X ol ehunv \V4Uk lo liavel. In Kerala 
I had a su.neuv An Indian male frieiKl 
Wt>uld pimp ini4/ Ihe piil^hc hoai Iroin the 
edee ol the ho.il |eliv hetol’C the hoal had 
entered Ihe jell), and occupy a seal, f could 
eiitei laterMiui leplace him on Ihe seat. 

In View ol Ihe above commenis ii cun be 
asked whclhci cei lam types of studies must 
he ail I veil by women scoiologisls .Ian 
Breman has used a regii>iial study 
|inelhoilology in which he was very mobile 
He Stales lhal w ilhin a shoit period he slepi 
in a mtKiein and ci)mlof table furmhouse, a 
brits' (s(uhe kind ol Ijeid'hcvh under the 
r 4 >orof a hut. i *1 slept m the open field umidsl 
flic .sugar migiant lahomer.s. He fell like a 
ciiamelcon forccil out ol ncce.ssUy. to 
negotiate a lot of stKial sctljng.\ with a 
minimum of empathy. Wc do not know 
whether Btvman did all the travelling hy 
motorcycle iiu).stly ahnie or with some 
company, in cas: he was alone, my group 
ol female researchers felt that this would 


have been imjnissrblc for a woman resmdk»r. 
One of my female junior field workers also 
riiained around with considerable speed (tm 
her 'moped ) in sugaicamc field.s. camps and 
lactoiics Inil she was always accompanied 
by her field assisiani Bul, even in that case. 
|)e4)ple ol'icii remaiked that they ilid not 
niuler.slaiul how the parents o) lbe giri.s 
aihuved ilii'ii dauchlei x (o roam aroumt like 
lhal! Allot Ik i e\|vncnceol young unmanned 
stikleni was lhal slu was ctmsianUv waiched 
and uKUPihed in men wheicvei .she wont. 
Otliei'x wi.iv advisedlU'Lionavel l>y bus bui 
wvic urged U) hike <1 leliahle taxi 

'riiisnolK'niX pioiection andc.scorl applies 
even more i4» liidi.m W'oincn liddwt^rkcrs. 

1 ceta Duhe condiick’d hci liisl ficldwoik 
aiTK'ne g(»nd wtanen because her falhcr-in' 
law wa.s in chai ee in the area as a civil servant 
(manager, court ot waids) and he look care 
ol hei. .She w'eiitU'tlhe ficldasa well protected 
dau.ehicr in law acC4)mpanied by a inaid- 
.MTvani and c.sctuled by .1 peon. The 
cxjvriencc id loyce PeltigieW' in havmi* 
around her cousins and ncfdicws ol her in- 
I iW' I amity chaperones all Ihe time during 
her iCNc arch was vciy amusing and intercsiing 
tiniil s|k* realised that she was trealed more 
as ihe wile 1)1 a jai siihovdmaledlopatriarchul 
noi nn than as a piolcssional anthmpologist. 

Kl nl’l MS 1*4 Jk SriTOKI 

Peeg) G(dde wondcis ‘The issue is* first 
how L,m I |■e()ay these people who give me 
so much'’ Ip lO) While Ihe issue toi fhe 
c‘4Mmnuniiy is’ What docs .she give that 
iii.ikcx up loi the (I'oui^le she cau.scs?" I)<» 
female an(hrop4)logisi.s feel the need to 
repay to a greater extent than do mules? 
In ihe Indian conlexi olhci considerations 
are a I slake as w'cll: Ihe day-to-day 
c 1 )n 1 1 on I al I on w 1 1 h hu nee I. po vcriy, serious 
illnesses, inhuman living conditions, 
discriminaiiijn. violation ol huinanrights,i.s 
so intense dial Ihc t icldworkcr will offer help 
andsup))oiion humaiiilarinnconsklcration.s. 

But. another iinptn'tunt question is. are 
women fieldworkcis seen andc4>n.srdered as 
more accessible by the mtormunis for 
icqucsiing all types ol supi’Kirt and favours 
than malt heldwtxkcis ' And what pressure, 
lime consiraml'und dilemmas arise from 
dial? it cun be supposed that woman, and 
in [Kirlicular ricldwoi-kci\ with a clear identity 
4)f being i\ moiher. are perceived as caring, 
coinmided persons who will protect, confort 
and support 4>ihors The moi*c so when the 
women fie Id worker is foreign, and in Ihe 
eyes ol the involved people in Ihe research 
area also rich and powerful. Tliey will expect 
therefore in line witli patron-clicnt relations 
.something in rciurn. So the presure comes 
Irom bolh sides, the gender and the'class 
C4)mponent. 

I have heard from male sociologj,st.s that 
ijiey were appriiai lied during their fieldwork 
in Indonesia and (he Philippines to arrange 
for impixiveincni of die etiiidilions of Ihc 
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pe<,)pk. JonBnsmatt mciiiiimi^ in his repiHi 
that he did mH hcsiiuic m id'l'cr help in case 
of cin«»rgcncics ( p22>. W il Icin van ScIwikIcI 
was approached many times by pci>|>le lor 
support, informulion and help during his 
long ficidwork in Bangladesh and West 
Bengal. But he noticed that when women 
asked him for medical help, il was usually 
because they were in a serious condition. 
My husband also received many lequcsts 
in India to arrange matters for all kiiid.s ot 
people. 

But. according to me there is a gcndci- 
speciHc condition which puts women under 
greater pressure in this respect than men. 
Men can hardly approach, or have intensive 
contacts with, wonwn of p<H)r households 
wlio are most in need of everything. Male 
fieldworkers simply do not do (his type of 
research because of gciKler-scgregation. and 
do not know. ni>r arc they awaie ol (he 
serious problems women fieldworkers l ace 
in view of this type o\ studies. Women 
fieldworkers iiueroct andoHninuriicate with 
this category «)f women, which creates a 
situation in which pressure from lK)lh sides 
lo(lolhing.s will increase. She will do things 
because she feels it an absolute gesture of 
concern and solidarity aiul the women will 
approach her as a |H>werlul sister or rich 
mother. 

Let me present one illiisiralion ol the first 
situation. 

Some inonilis ago Mii'ium and I were 
interviewing intuict>f the most horrible and 
p(M)r slums at the out.skirts of Bangalore. The 
people licre were shifted two months ago 
fmm their iirigiiial place which they had to 
vacate because a market wouhl l>e constructed 
(.m that location. Now they were dropped in 
a dc.sert-likc surrounding I'ar away. A few 
hundred f^unilics in makc-shift liui.s had to 
fetch water from only one hand pump. Tlie 
women had to walk far i>ver sloppy, and 
rocky terrain. Tlicre were no t)ihcr water and 
sanitaiy tacilitie.s at all. But. worse, the people 
had to walk more than six miles over a sandy 
track to reach the main road tor catching a 
bus. Tills was the main reason that most of 
the people had lost their jobs, especially (he 
women who worked us domestic servants 
and construction labourers. Wccainc across 
blind and handicapped people who were 
hauling in some shabby tents, and we were 
wondering, how they survived in this middle 
of nowhere. We beeume very depressed 
seeing so much suffering and the inhuman 
conditions. During one of our interviews a 
small woman with an obviously seriously 
undernourished baby in her arms fell 
unconscious: the baby was crying loudly 
and we feared Uiat the mother had died. 
Nobody took action and wc were not allowed 
to touch her. Wc were very relieved when 
the mother opened her eyes after u few 
minutes. She told us her sad story. She had 
five small children and her husband was an 
alcoholicand ran away with another woman. 


She showed us big wountfs i>n her whole 
body and open wounds on the head and belly 
of the baby. The scars Were bum wtiunds 
l>ccauKe she used to get these attacks while 
ciH)kiiig, and often she and her child fell into 
the tire. Her small Uxkllers, two and three 
years okl. Iicipcd her to liecome consck^us 
again hy touch ing licr face and by sprinkling 
water i>n her. She had no money at all and 
survived hecau.ve tier mother brought her 
now and then some money which she earned 
by selling sweets at the nearest bus stutiiin. 
Miriam and I kH)ked at each other, and wc 
started to organise a visit to the nearest 
hospital Ivy an uutorickshaw and gave money 
for several medical examinations. During 
our way hack li)thc hotel on the autorick.shaw 
we were .silent for a long time. 

It IV my ’obNcrvalioii that women 
tie Id workers spend a lot of energy and time 
on supptirt and help out of feelings of a 
deep ideiitifiealion with the problems of 
the piKir women in their research area, 
partiality, strong involvement and bccnu.se 
the claim on them is related to their gender 
ri>te. Many oUicr fieldworkers told me (hut 
they gave informatum on family planning, 
menstruation and in particular, on how to 
avoid pregnancies, spent many days in taking 
people l4> the TBC and X-ray departments 
of luvspitals, provided all kind of medicines, 
gave food, small loans, photos, taught 
Hnglish. or collected money for sewing 
machines in the Netherlands, or were 
desperate because they did not know whul 
to do with requests of a more political 
nature such as making a speech at a political 
meeting, (oining in demonstrations. 
e4>llccimg mi>ney forreligii)us purptises, etc. 
And what to do on .so many 4K:casions when 
people offer Uie ir .small Ixiys and g iris to take 
with us to the Netherlands as servants? And, 
I watched one of my students during her 
departure at the airp4>rt Ibr a revisit to her 
fieldwork area: she Hud two big hags. 25 kg 
ot luggage: 2*^ kg 4>f presents and gadgets 
4>rdcred. and the rest were her personal 
belongings for a long stay: and she is not 
an isolated case. 

It IS my personal feeling and experience 
(hat in comparison with my male C4>lleagucs 
I am more 4)flen approached by in particular 
W4)mcn. f4>r requests for support and help. 
In fact 4m .several 4x:cusioiis I cimid sec (he 
ride gender played in this accessibility .When 
1 Ktaycil with my mule cndlcaguc in the villages 
4)1 Bengal |Schcnk-Sundbcrgen 1991 a|, 
people came t4) me and asked for ploughs, 
bullocks. I lies l4)r the r4K>f 4>f their hut. **You 
uiv u S4>l (y'\ was tlic reuctnin of this udicaguc. 
denying (hut it has any tiling u>do with gender. 
A1 s 4) 4>u(sidc the ie.seurch location we came 
across this type of situation. An example; 

When Maaikc and 1 ciilcrcil the swimming 
p4H)L we saw u group of young Indian hoys 
trying to learn swimming. In the piKd were 
other I itdian men who were swimming well. 
But when we .started swimming the young 


boys immediately aidced m to teach Utem 

ht»w to swmif 

TIte interpretation of such incidents is not 
easy; Why did they ask us? Were we 
perceived as more apimiachabJe as women? 
Were the caste differences between the boys 
and tlic men so big that they did not dare 
to ask them to teach them swimming? 

There are a lot of differences in the kinds 
of help demanded. In the upper-middle class 
the men. hut sometimes also women, will 
ask to arrange for opportunities to study, 
for visits and jobs for themselves and their 
children in the Netherlands or they will 
ordcrchcc.se. electric household equipment 
perfumes, cameras and even computers to 
be hr4)Ughl for them when you visit their 
place again. The demands are often very 
understandable, hut it is also not easy to 
play down .such requests and it can create 
u lot of unfulfilled expectations and 
disappointments on Iv^th sides. 

Tile supp4)rt and activities I could realise 
for practical improvements for the women 
in my research locaCi4>n have helped me 
very much to deepen my insight and 
understanding of their lives, and to collect 
material which really reflect the pmblems 
and priorities of women. In view of that 
cxpcrienccl prefer to be involved in pmjccts 
and programmes in which research 'for 
W4>mcn' and not 'on women' cun be 
conducted. However, the implications of 
that choice and related mcth4xlol4igy arc 
far-rcuching and deeply pervade not only 
the personal life of the researcher, but even 
the lives of the whole family* of the 
researcher. 

In particular for women social ^ientists 
involved in practical work, ooosultancies. 
advices, rapid appraisals, m the field of 
'women (gender) and development' gender 
plays a crucial role that can shape the success 
4 >f the pr4)jcct t4) a large extent. As 1 have 
done llii.s work during the pu.st 10 years in 
combination with re.search work, it is my 
experience that in practice 1 am more often 
confronted with different arenas of 
participating people and counterparts in a 
short periixi whi) all have their hopc.s. 
expectations and requests 4'>f what you mean 
and can Jo. To he confronted in all types 
4>f projects (bilateral, multilateral, voluntary 
agencies, etc) with the immcn.se poverty, 
obvious needs, interests and demands of 
tribal and scheduled caste women in slums 
and rural areas, invites us to do things. The 
contacts with the middle and upper class 
women i^blige us to act in many other and 
different ways. To deal and interact with 
local male policy-makers, planners, 
govemment officials, NOG leaders, technical 
consultants implemcniors, etc, requires ulot 
of iHher skills in the field of social engineering 
4 )f hinted requests ami demands. 

What 1 want to say here Is that women 
advtsors/rcsearchers have to cope with a 
doubleefn4)lional sU'ain. First, because time 
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in «hoti. the firM liimin ccwick from (he 
neecMity of optimal interaciion to obtain 
full 'rapport* indifferciit arenas of involved 
people. The second strain is that of dense 
and intense communication which iiwreascs 
(he depth and quality of the relations, which 
make (hem less casual and professional, and 
more personal and more private. The 
consequence of this is that hesldcs the pursuit 
of the project objectives in terms t>f 
contribution to empowerment ot women (and 
even 'autonomy’), many other pcr.sonal 
relations and expectattons will ^row and 
expand, which have to be maintained and 
fulfilled. These personal or more private I ies 
and relations, which have to be tended very 
carefully, arc often the crucial reasons for 
the success of the pix)jcc(. but they uie n(»l 
considered as part of the project or 
programme, let alone as belonging to the job 
description of the woman expert Time, costs 
and energy involved in it arc invisible in the 
project documents, and even unnoticed, 
denied and ignored by project officials and 
bureaucratic procedures. This is rcllectcd in 
the way planning and schedules ate drawn 
up and consultunls in projects are just replaced 
by others torreasoiis of transfer, availability 
or economic reasons. 

It seems very urgent io Ntimulale 
publications, similar to those ot the 
experience of women anthropologist.s. of 
women st>cial scientists actively involved in 
'women and development’ programmev and 
projects in which they analyse how then 
gender role has shaped the pritject. It i.s my 
feeling that their gender even plays a nu>rc 
important role in the success of the project 
than described by lemule anthropologists, 
but that the tremendous costs' ot those 
efforts have to be btjrnc as a private matter, 
and are not acknowledged in the way they 
deserve to be. And. in (hat way wc arc back 
at the debate on (he 'politics o| male 
dominance' in field rescaiclr thecxploilation 
of the gender ot the gender sfKcialisi is 
perpetuated, even when *ihc is working in 
the field of ‘women and development'. 

(Thi.s paper is a revi.secl vei.Mon nt a lecture 
given at the IOI*Al) Workshop on 'The 
Keseartiwr's (?iil(uie. (ieiulei and Discipliiiaiy 
Background as a factor in dntcr-DiSiaptiiiary) 
Researdi'. at (Ik* Iiricsiiius t Tnivei.siiy. Rotterdam, 
March 26, 1992. 1 want to tliank die lollowing 
colleagues, siudeiit.s and especiully my liushand. 
Hans SclicMik, lor the slianng id expeiieiico on 
what role gender played in tlieir fieldwork in 
India and Asia: Jyotsna (lupta. Mirjam Ixkscli, 
Kristoftel l.teicii, Anne-Mane l.oeber, 
Hanneke Meyer. ()t van den Muij/x'nherg. Janet 
Rodonhurg, Willem van Schendel. Hein 
Strcelkerk, Rciisje Teorink. Miiaike van Vlicl. 
Wim Wertheim.) 
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Grader in Neoclassical Economics 

Conceptual Overview 

Kitu Uewuii 

Attempts at analysing women's exploitation ami oppression atui on that basis evolving a theoretical perspective have, 
because oj their inierdiscipUmuy approach, lemled to isolate women*s studies as a new social science. As a re.sult existing 
disciplines have beneliled little Jioni the new perspective of wtnnen ’s studies. A case in point is economte theory as it is 
generally taught. 


IN recent year^ academics and aLlivisi< li.i \ e 
been invoKed in attempting tlevelop 
picthodologiesfohclicruiKJcrstaiuiilieie.jliry 
of women's oppi'cssKMi and expli titjiii^n. and 
to inte^jiatc putriaichy into lhcui\ and 
Uicorctical models. These tl Ions ai analvNinj^ 
and integrating aspects td women's 
exploitation and oppression into (hcidetK al 
explanations, have pnmanlv 1‘ocuscd upi>n 
evolving an interdisciplinary appioach ThiN 
approach, while ncccssaiv and ciucial. has 
tended to isidaie women's studies .is a new 
social science, ratlicr than intcgiaiing i( into 
existing disciplines. Jn piaciical leim.s 1 ) 1 !^ 
implies the perce[)iion of women's studies 
4!^ a separate discipline. 1 new I'leld v>l study 
disaKSociatcd Irotn othei areas oi study 
Consci|uently, gendci segregation takes piatc 
yet again This tiend is intensely ilisfiirlung 
to both academics and activists as it has leil 
to general acceptanceof women s studies as 
a separate paper to he olTcred lo on\y tll(»^<. 
students who are Interested*, lather than it 
being incorporated info all existing couiscs 
.sothalalLs'iudenls are exposed tonon-sexisi 
analysis Tliis article atlenifils ,\ I’emimst 
cntu)uc ofexi.sting economic theoiy as it is 
generally (aught and accepted tod.iv 

The dominant paradigm m economics 
UKlay Is the neoclassical one which is 
accepted as niainsireain economics 
Defining nc(x:lassicaieL OIK limes, as Uohi>ms 
does, as'UJie study of the alh ication ofscarce 
resources among difteieni and compel mg 
ends” is too generalised, since vai ii>u> non 
neoclussicalsclK>o)ssuchas the M.II \ot and 
Austrian also itiialysc resouice .alloc. tlioii 
Neoclassical economics van .ilsi. he 
characterised by the assumptions oi 
methodological individualism hut although 
it drives much rescarcli. it chKs rua tielme 
the siibjecl mainly because huge areas oi 
studysuch as in«»cro-econonncsorihet 1 le.s 
that aggregate lamilies and firins in(<t 
individuals and entrepreneurs - lack micio 
foundati(.)ns. 

'rheidcok^gicaland methodological l):isis 
of ncoclassicial econtunics is impersonal 
functioning in a 'lice market situation, which 
automatically brings .ihoui an elficient 
allocation of rcsouices among individuals 
who arc ‘free’ and thereu>ie ‘raiionar - 
seeking ii\aximtsation ol pi of its as pi otlu^ers 
undofutility usconsuinei.s Witluhe immen.se 
‘sophisiioatUxi’ in nictluKliilogy that hicuses 
almost exclusively on i|uantil'icalii»n. 
relevance has been subsumed by method, 
leading to the ‘lyninny of meih<Hlolany' 


|l)aly 197^1 that classifies uncomforlahle 
i.nsucs such as patriarchy as luui'data and 
thus invisible. Ahsiraciion leaches .such IcvcIn 
ili.ii icality Incomes an exception. 

Consequently, the central point of 
c'coiu>mic lIuMuy and activity is ihe ‘Homo 
OeciMioimcus' who is smoolhened lo such 
adegiee (hat ail class and gciuierdifferences 
are erased I i'i>m .inalysis.Tlnsclass-neulralily. 
gendei-neutrality (as well as casie*. 
ethnic-.tribal- i.ice neuiialily etc)postulates 
a single iim\ers.d rationality loially »Hit ol 
keeping wilhie.ilily Thuscconoimeanalysis 
isgeiider-neuli.al. as arclevhnoii)gy, develop 
meiu policies, m.'uket lunctioning. macio- 
micio-policies - ihe list is endless 

Neochcssic d economics genc ‘1 ally ignores 
that cveiy ei i>nomy is chaiactei iseil by iwo 
Intel “dependent systems - the system <'l 
piiHiuciionot material goods and Ihe sy.stem 
ol rcpiiuinciion ol llic hiboui force *- and 
pjltiarehy islully iniegiaied wMihptoduclion 
relalions .uid pioduciive feuves Any iheoiy 
liiai leaves i>nt the ilificicntial and ollen 
4 oniradicton von.sec|ijences t)| any kiiul ol 
cnvMiomic iheonsing, an.ilysing .lelivily and 
policN measures. Iiccome.s nielevani to the 
enure people, not only hall ol them Al 
one level eemlei is a svsiem ol relaiionsinps 
liascd on nnccpia! ecoiK>mic divisions; it is 
■dso a liiiul urieiit.d element ol society, 
pariicul'ii lyol 4idivisionot iaboiii inicilocked 
with geiulci division and palnaivhy 

Mine ever, gendei analysis bv it self c iniiol 
Ik; ulecjuale.f nMKiei. wliich is an asymmetry. 
IS b.ised .ilso on the lad iluil men Inive 
e..v)!K‘n.k povcei mil l!ia' this ec 4 >noniic 
piwvci IS tidiited hy inoiis si»cicl»il and 
sitnaljonalcontliih>ns| Kalp.igani lS>Sf>| Due 
to Ihe c.isiness ol Ihe broader issue cd Ihe 
lelevaiKi ol neo classie.d ccoiuimics m 
general ilus paper will KkUs piimanly on 
geiidci Issue > m cKoiiomic theory poi 
lem.'ilcwtiikp.irlicipaiion increascsas|H»veny 
incieases, and declines vvilh increase in 
[lotisehokl income aiul male earnings, 
mciea.se in wage rates do noi Ic.id to an 
me I ease in the labour suppK ol women as 
it lines lot men. in hid. the opposite ludds 
tine Also male work pallicipalioiuales .ue 
determined hy the level of employment 
available .ind .scason.ility. For women ihe\ 
iUV addii lonally dedermined by the pattern ol 
(c'Uihtv, declinin'.: dr.1st K ally during tin: ehiLl 
iK^aring and tearing years 
I'hc loci ol economic .iiid palriaichal 
pinver delernime In»w. wheic. vvhch aiul w 1 10 
OKike.s' ilie choices. A woiniin's choice is 


dclcrinincd hy hcrccoiiomic resource position 
in the existing organisation of production, 
hy her home responsibilities' that are 
assigned to her by society, along with social 
and cul-iuial conventions and sanctions 
imposed on her, paHicularly when she makes 
unconveiUiimal choices. Posing a choice- 
decision between work' and ‘leisure', as 
iiulilfercncc curves analysis does, simply 
does not eillier describe or integrate the 
alldnatives loi a woman. .Similarly, the 
analysis of consumer choice is inclcvant to 
women, nio.sl ol whom lack the income lo 
make these elioices For one, the term 
‘independent income has different 
connorations for men and women. Fora man 
independent income means inherited wealth 
orpio|x:ny income implying that he dixjs not 
liave to work lor a living For a woman the 
term denotes that she works and earns an 
income whereby she is independent ol her 
husband’s income 

Fur iher. the inci »ine women spend accrues 
mainly because of their partial 01 total 
dependence on male earnings and the luck 
of control over llicii own eaimngs. The 
ecoiuuriic rolc'' of a woman as pioduccr and 
as consurnci combine in unpaid labour at 
home Society assigns her the iiile of wife 
and molhei and in doing so decreases 'the 
leminme productive lunclion as that of 
piiwiding services to the household itself' 
As a consumer, Ihe woman acts as llie 
jiui ch.ising .igent lor the family and in effect 
Ikiv.s Ihe raw inalcrials that she Uses in 
hoijscludd production Neilhei as produeei 
noi as consumer does she have the freedom 
.)! ciiuicc allotted lo a man (Bell 1977|.'niis 
situation i.s luithci complicated in 
underdeveloped, noii-capitalist economies 
such as ours wheie women are largciv 
involved in iion-iiiarkci, siibsislence 
economic activities which, while noi 
rccoenised us woik nor having direct 
exchange value, underlie basic survival 
sii.uegies of particularly pmu- houschokls. 

Individuals in poor hou.seiiolds do not act 
rationally’ by maximising iheir own utility 
either as consumers or as pi mluccrs. Uafhci. 
they allempl li> maximise llie survival of the 
houseliold.isanmt.Ncixlassical latioiialiiy* 

lui nedi#n Its head in undcrdevelojvd ‘ovci - 
populaicd c-.>unlnes win re the poor find it 
1 a I ion al lo l\a V c more chi kiren wlu > add more 
to (lie family income than they consume. 
Thi.s reality is directly opposcil lo the 
dotniiKuit niicfo'uconorniclhconesiifrcriilily 
whkhcquaic chikimi li' consiimerdurablcs' 
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fEajctAriin J975] ami. pfinre a'ccnUy (o 
*houi»eholdprcKlucecig(K>dK’ ISchulu 19K11. 
ThcKe theories assume iJkii lu>uschold.s. like 
firms, hehuve 'rationally'. ihai they maximise 
utility in aeoiitcxLof scarcity aiul can choose 
to cither consume commiKlities or pixKlucc 
children, subject to the usual constraints of 
income, prices, tastes aiui time: thus the 
quantity and quality ot children, like other 
gocxls. am aiunctionorthe lime «ind resources 
allocated to their pi'oductiiHi and maintenance 

In s<>me neoclassical in(xlcls4>rihe lamily. 
children are included as a ’public gomr. 
where their well arc and consumption uic 
incor|)orated in the paient’s utility tunctum. 
raising issues such as the potential eltcci of 
dirfcreiuiais in caring on lumsehold iiKiune 
distribution and gender-based division of 
household labour These nuxlels, apart t'lixn 
treating children as objcLis. identify women s 
caring for children as a commilmeni or a 
responsibility or even a constraint 

Becker’s ’rottenkid Ihcoivm’ assumes ihal 
Ihchcadofthe household is amalc. Aceording 
lo this Ihcorem. the hciievoleiut* ol a 
compassionate head ol a lamily reaps I'kIi 
dividends M ‘he* provide.s generously loi 
evciyonc, oven the niosi selfish beneticiuiy 
- the ’n>ltcn kid’ in the family - will be 
motivated to maximise family income and 
consumption and thereby would internalise 
all eftecls ol ’his’ actions t>n other bene- 
I'iciarics. Ultimately Iheie will Ik iu> tiee 
riders in the lamily. 

Another issue central lo mainstream 
ecoiK >m ic I heoi y is ilic u n i i ol an a Iys i s. t ake n 
generally as ihe film in ihe tonlext ol the 
woikingofthe niaiketin acapit ilisisy.siem 
This cleaily docs not hold true loi niui- 
cupitali.st..somidciidaicounlnes. wilha laigi 
segment ol Ixaiiecoiutmic activiiy and people 
III the iion-markei secloi Ho\ve\ei. even 
where (he household has Ikcii taken as a unil 
of analysts, the iiiulerlymg assumplum is that 
ilisahoim>gencoiisunit. In t act it ispi'ccisel) 
at this level that the system ot jxoduction 
and rcpioduclion iniciaci most lightly 
particulai ly in agrarian societies wlieie sinaii 
scale, household {)nxluction ilommaies 

Kxct.l SKIN Ol h'A.MII V 

The exclusion ol the eonccpi ,') JaimlN 
liom ecmiomic theory has nnpoitani 
consequences 1 Cgardingpi kc thetay. uuhly 
inaximisaiion ctaisumption iheiay. lIc 
B ecause Ilian) ol (hccomniodiiiespioiluecd 
at home arc subslilutedlvirpuivliascdgoi kIs. 
wluil is maximised is a common utility 
function in which the househtild and not the 
individual is the unit of inqiiiiy This utility 
function is generally equaled with the 
household head s utility tunclion. nuuivaied 
cither by sclf-inieresl' or the general well 
being the lamily. .Apart Irom iissuming 
that the head v)l Ihe household is gcixlei less 
{neutrimorcononvcutit). in a sifualnai wlicie 
an increasing numhei of households ate 
female-headed, this assunqM ion c anit'ufLige.N 
the dilTcrcnt yet complementary loles i»f a 
man and woman in pool ing i esoui c cs t )f I line 
and money foi the household |.Miiia 1^X41. 


Furllier, allocation of work and ptnvcr 
ivlalionK within (he family work rnnsidc (he 
price tnechaiiisms. since family members do 
not shaie etunnuidilics and work through 
market transactions within the hou.sehoKI 
An alteniative model has been suggested - 
(he unit of analysis lieing ihc household or 
family which operates on ‘ct)-(^pcralive 
conflicts I Sen l9X3),lhelwrgainingpri>blcm 
beingtaieoffinirmga parliculareo-tipcralive 
soluiiiMi yielding a particulardisti ihution ot 
bencfils scnsuivc to varn»us parumcteis. 
including tlie icspeciive powers of ilie 
dilferent membcis of the taniily Whether 
one secs the lamily as an arena ol ’lo> 
operative conllicis oi v>i *non-antugi>nistic 
conirachctions’ asMaodctincdU,(hcre isiu' 
dciiviiig lilt imporiance ol carrying mil 
analysis at both intei-household and inlra- 
lioiisehold levels, particularly in undei- 
ticveloped uhsisicnce economics wtierc 
a signit leant pioporlioii ol gm)ds and 
services are pioduced in the infminal 
honselioktsecloi wlicicwtunenare ihc main 
woikers 

This logieally la mgs Us lo one ol Ihemosi 
glaimg lacunae m economic theory aud its 
application - dial ol the concept ol work 
Woi k in economies is generally equated with 
m.ii’ket woik ol paid work - 1 c. labour powvi 
whicli has an exchange value. Without gelt mg 
into the entire debate on the delinition ol 
‘wt>rk‘ .uul spec It tea I ly ’house wt»rk‘ u is 
essential ti> point oiii iliai the ncoclassic.il 
concepts ol ‘maikel Wiuk'. ‘maikel wages 
and iimikei tunc aic not lully applicable 
cilhei in iindcideveloped subsistence 
economic^- m>i m lelalion to geiivler-htised 
division anct seginenlalion t>| labour 
Pal 1K 11 lai )y 111 ec (au >ii nes wl ici c (he mat* ai ly 
ol women woiK in tlie noii-inarkcl scdoi, 
lhe\ are dassitied as non-woikeis, non 
prodiicci s and hence non-data and invisible, 
leadingUoiiulcieslimalionol lhelal>oui toice 
ascccllasihcilevanialionaiKlnon-iecogmliiMi 
v)l (lieu ekoiioinu c onii ihulion 

It Is necessaiy i<* point 4>ut the close link 
between cininges m the delinition ol woik 
111 an agiai lan sov.lelv and womeii N aclivit) 

I ales levealed by a in>w well kiu>wn siudy 
I Ankei. Khan .indf iiipla I9S7| I'heaclivily 

I a I e I o r w on I c 11 u. I s j 4 f K* r c on I w he 11 worke r s 

wcie deiined as paid lahoin toue' (i e. 
peison.* cngagcit m wace/salai) employ- 
menu When lliedelinitionuscvl was ‘maikel 
oi'ienleo lahoni loue* (i e. peistiivs in paitl 
lalHHii lorcc plus tliosc engaged in family 
laim Ol enleipiiNC that sells some oi all of 
Its goods and s^ I vices), ihe i ale ii\cre,iseil to 
32peieciit The II O l.il>our loicc defiiiilion 
incluilcsjxiM'Jis eng agetlinaciivilieswho.se 
gooils and services should he includcil in 
naiion.il iiK'»me sialisUcs according lt> UN 
lecomincnd.iiions (i c. punluciionot primaiy 
goods phis piocessini: ol priinary gt*od.s by 
piodiicei sol 11 u^^e got »d.s plus pioduclioiud 
«nliei gtH kIs parlly sold and partly consumed) 
Byihi^ddinilitailhe activity rate loi w'oincn 
became pei cent. Tlie foi.ith dcfiiihuxi. 
the extended lalxiur lorcc’. mtludes all the 
alx>ve caiegi>ries • if work plus those pci sixis 


who perform an activity Lhai contributes^ Co 
meeting the family’s basic needs fc»r gcxxl.s 
and Her\ ice.s ihai are generally purchased in 
indusirialiscd cvmntries • the activity rale 
heiv was an asiounding 9 |>er cent. 

It IS obvious that Ihe definiliim of work^ 
as well a.s tithci coiicepiual aiul metho¬ 
dological biases in dal.i systems must he 
icvrscd hurt her. it is nccvs>ary lo analyse 
lo wlial extent housew^oii fuiu;tion.s as a 
w'agc sijl>sidy loi ilie majkel sector. Tlic 
lelalionship l)ctween p«ilriaichy and 
‘devcloprncni thus assumes significance 
particuiiirlv in rclalion lo the power 
iclationships Ix^wccn men and women within 
the family. The lamily is a unit in which 
production and redisinbution (4 income occur 
on Ihc basis ol material aspceis of gender 
relations and4liviNh)n oflabour. resulting in 
coni Iici and change The central iiistmmcnt 
torinainlenanee ol patriaichy is occupational 
scgicgalion. w'hich remloiccs ihc traditional 
divisiDii td Jaboiii. resulting in lower wages 
loi women wluch maintains their economic 
dependence on men Simultaneously, the 
domestic division ol labour reinforces 
occupaiional segregation by w'eakening 
women s .siaiiis m the laboui murker 
IHariinann 197^1 

In undcrdcvelopcdscmi-lcudai economies 
(he pj imaiy pioduction unit is the household, 
where non-commiHliiy characteristics arc 
retamed alongsidecommodaypriKluclion.lt 
IS liius neces.saiy u) me or|X)i ale hot h in theory 
.uul analysis ihc m.itenal basis ol housework 
winch IS an economic t unci ion inicgi al to the 
syslem |KiishnaiM| <iiul Patel 19X1). 

Noii-iu.iiket avtivities have lemuined. in 
the mam. oui ol ilic scv^pe of neoclassical 
economics Tins has been particularly 
suit e Ihe rise to dimunance *4 supply and 
ilcmand iheoiies which resort to methods 
winch resirict the incorpoialion the wide 
variety ot condition.s under which changes 
m meilu>ds of production, oulpul. con¬ 
sumption and disinhulion lake place. They 
ilo not piovule a basis for iHiilding up an 
Intellehited analysis ol a leai economy, as 
they picvlude iiri[H>r!ant aspects of social 
lel.ilunis that .ire essential lo the dynamics 
of an economy (Bharadwai 197K|. Gender. 
ii.sot|iciM>pecls(4 st»v'ial lelalions. finds liltle 
place in neoclassical economies In recent 
lime- .oinc rconoinisis have begun 
mciUpoiaimg Witmen s activities m the 
maikel and laiiuly maintenance work.Non^ 
market acliMlie.-^ have l)cen dealt with 
primal ily by economists in non-cafutalist, 
.senn-ieudai agiaiian economics. 

MaKKI-.I 

Labour 111 irket .inaly.sis piimaiily deals 
with lahoui l<»rce paitit ipaiion and labour 
inaikcM segreg.iiioii. taking boili supply and 
demand lac.nws into ascouni, A women’s 
parlicijialioii in the lahcmr markci is 
deieiTninedbyhei tamily.siiiialion.cducalivm. 
grovvtli in job opportunities and the general 
level 1 4 economic ac li v ily. Differences in the 
labour market are analysed in terms of 
e.irnings and occupational distribution 
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relating to pnxiuctivity differentials, dtrcci 
wage discriminalion and occupational 
segregation by kcx« 

The *ticwhomecci>nofnicK' developed by 
the Chicago schml | see Becker 196.S. 19711 
extends tiK theory of comparative advaniagc 
originally used to explain internalional 
Specialisation in trade Iheiny U) the gender^ 
based division of latiour to explain why 
women specialise in hosue work. Tliis scla lol 
argues that tiie historical division of luixxjr 
between men and women gi vcn men a natural 
and inevitable uimparativc u<tvantage iii 
market activities and women in housework 
resulting in 'efficiency gains Also, (hut 
women devote less time it^ fuil-iinic work 
out of choice and consciously choose 
bivusework due to tougher market cimuI it ions 
Further. pnKluctivity diflcrenlials are 
explained by low levels ol‘ex|>cricncc. ski I Is. 
efficiency and education Mamagc is ci|ualcd 
to a two-|H:rson firm .incl is ilehneil ,is a 
contract in which one partner is the 
entrepreneur hiring another and reaping 
lestdual prolils. hach is a super irailcr pur- 
suing individual utilities and enienng into 
trade at implicit prices 

Neoclassical octuiomic (hc4>ry has 
Concentmlcd more on wage iliticrenlials 
rather than gender segraiion. employing 
mainly models ol perleci com|K*inion where 
wages arc equal to (he value of the worker s 
marginal pnxluct. Tlie conclusion ofsuch an 
analysis is that women's economic situalion 
is a result of 'tastes' and tree choices i>i 
women tlicmselvcs, ol employers, etc. ac 
quiied through bodi siKcialisation ot. and 
socialisation by. individuals |WiieluxT 1977|. 

The two inaior variations of neoclassic.il 
theories based on models of pcrtecl 
competition that explain wage dilfereniials 
arc 'ovcrcix)wding‘ and 'human capilai’. In 
boUl, a worker's wage equals the value ol 
his/her marginal product, wage dit rcrentials 
existing because of ihcir diflcring pituhiC' 
(ivities. either due to women s lower level 
ol'accumulated human capital or to 'over- 
crowding' with its uftiliated implic.iiions i>t 
a lelutively low capitaldahour ratio The 
'overcrowding’ approach stales that since 
there is a relative ly low ilcinaml 1 1 h a | niii icii lai 
type of worker who has a large supply ol 
labourpower toofler. iJwre arc a large numlH:i 
of limitations placed on the occupations tliey 
are offered. Because women ate thus rcstncled 
by receiving lower w'age.s than men. (hey are 
ibreed into a small numtH:r iff occupations 
in which the capitaldalxmr ratio is lt>w. and 
hence women have lower prixiuctivily than 
men. It is obvious that this reliance on Ihe 
employers' 'tastes' as the causal factor of 
occupational scgregulion is not sufficient 
(Biau and Jusenius I977|. 

As oppi>sed t<* the 'overcrowding' 
appnxich. tlie liumancapilal* a|>(>n)achiloes 
not assume that men and women are |ki ■ 
factly substitutable for one another. Tiiis 
competitive iniHlel explains wage and 
pnxiuctivity diffei'eiUials Ihniugh dtl lercnces 
in tlic quality i>f iabi>ur iKMween men and 
women. Human capital i.s acxiuttvd by wiirkci s 


wIh> invest in themselves through cducaikm, 
on the job training, exfH:ricnce. etc. Thcciwl 
of acquiring (he skill is compared with the 
expected 'miurn' on the ‘investmenf made 
in terms of higher wages. Tliis theory thus 
concludes that as men have invested more 
ill themselves (hey have more human capital 
than women and so receive liighcr wages. 
Tliis appniach, just as the ‘overcrowding’ 
one. assumes 'fa*edom of choice', without 
taking intiMiccimnl the lesirictioiis imposed 
by society on IxXh W4>men's freedom and her 
choice 

A third relatively less known approach is 
Madden's iiuxlel bused t>n monopstmy. A 
inonopsonist gives wages lower than the 
viiliic ot the marginal poxluct. the degree of 
divergence dc|H:nding upon the strength of 
the monopsony elements in (he lalxmrmarket. 
Tlic ccnir.d component of this iikkIcI is the 
1 c I a (ion s h I he t wee n W'ages and e last ic i (y ol 
'.upply The less clastic the supply curve o\' 
labour ihc K»\vc*r will lx; Ihe wage Women 
receive lower wages than men because ihcir 
supply ^.uive Is less wage-clastic. 

Various studies on explanations ol wage 
dillereiuials have been carried out. One of 
the most unportaiil is the Corc*>ran .tnd 
Duncan |Bergmann l9Kf>| sui*vey which 
showed the coniiibijlion ot various (actors 
to the wage gap in the US. The perceiKuge 
disinbiition is astollows; years olcducal ion 

- 2 pci cent: years of experience - 14 |h:i 
ccnl; (raining - 11 per ccnl: ycaiN «>u( i>f 
laixmr force -per cent: pcrccnl of working 
yeais pa?l-iimc ~K percent: limits on hours 
and local ion - 2 pcrccnl; plans lo slop wink 

- 2 pel ccnl. loud 45 pci cent. Thus, of (he 
UXaJ wage gap id 100. .S.S pcrccnl remained 
unexplained. Nei>c'lassicai theories aie not 
able (o explain wage differentials fully even 
Within a capilalisl system. 

In addition, mainstream economics, which 
IS (he economics ol .scarcity of unlimilcd 
ends and limited means, is not adequate (o 
ex[>lajn survival issues in iiiuleidcvclo|)ed 
economics. Nco-chissical economics stales 
(hal as wages incicasc, llie .supply ol lalxmr 
will alsi« increase While ihis isqucsiionable 
even wliere men .iiv conceriicvl. Ihe i>|>posile 
geneially holds line foi women Women 
willxiraw iioni (he labourmarket as economic 
(H)siiii>n improves, mdicaiing that wimicn 
work lot survival and not out ol choice A 
large nundK-r ol studies done in India have 
ideiitf I led a large varieiyof factoi s that icducc 
a worn an' s part ic ipat a hi i n (he I abi lui* market 
Tliesc include incica.se in mate earnings, in 
avci age hou.schold si/e. in (icr capita income, 
in si/e of land-holding, increasing land 
concenlialion. increase In caste status, etc. 
Hew. it any. i>l these in»crrclation.ships can 
lx: explained bv neoclassical cciMUxnics.t 

MainsircMtii economics assumes men and 
women lo lx; abstractly C(|ual. IxXh making 
'niiioiuir. *gtH>d' choices regmxling not only 
work bui even marriage. Gender is iioi 
iccogiuseil cither as an a.symnietiy* i>r as a 
system ol (xnver iclalion.ships. To whatever 
extent neoclassical economics has 
iiici>rpora(cd Ihc concept of gender, it has 


tended to (riviaiioe it. Both (he btilknee and 
tlic level i>f power are ignored. Mainxiream 
economics, tlwnutst '.scicntiric" of allscx^ial 
sciences. d<x:s not have much u> offer cither 
ctincepiuallyjor mctluxlologically in terms 
of gender. Unless economic theory 
sysicmaticully and scientiticatly analyses (he 
linkages between the mixlc of production 
and (he mcxieof reproduction, (lieeconomic 
and therefore necessarily (he s(Kial reality 
it examines will lH^muin not only cicHided by 
our miscimccption of the objective reality, 
but also our economic endeavours will ht 
isolated from (he reality of both men and 
women. 
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created). Mani's account too suggests that 
C'DOTs considerable indigenous capability 
of a dedicated team of young engineers and 
scientists in digital electronic switches Was 


Foreign Technology in Publk Enterprises by Sunil Mani; Oxford and IBH, 
New Delhi, 1992; pp xx -e 254, price not stated. 


FASHIONS recur with a certain periodicity, 
The currently fashionable mainstream 
approach of the economics profession in 
studying technology and 'technical progress* 
is the hoary total factor productivity (TFP) 
approach. The book under review clearly 
does not fall in this mainstream trap that 
couches its ignorance of technology by 
resort to the mathematical form. Bui, 
given the author’s penchant for accurate 
measurement of as complex a concept as 
technological dependence, he inevitably 
simplifies and thereby circumscribes what 
could have been achieved - a deeper 
understanding of the complex process of 
technological dependence. Today, more than 
ever before, not merely economists, but also 
sociologists, political scientists, historians 
and anthropologists systematically analyse 
data using correlational regression and tabular 
techniques. However, the role of econo¬ 
metrics in contemporary economics and its 
relative ments, like the place of ideology in 
social science, is a matter ol intellectual 
debate we will not enter into here. 

The book is divided into two parts. Part I 
outlines general trends m foreign col¬ 
laboration in Indian public enterprises and 
Part II compnses the case studies. The case 
studies are of the telecommunications 
equipment sector and of two enterpn.scs, 
Electronics Corporation of India (ECIL) and 
HMT. There are some 115 tables, fi ve figures, 
11 annexures and five pages of references. 

The data in Part I arc largely from the 
National Register of Foreign Collaboration 
published by the Department of Scientific 
and Industrial Research (DSIR), the pub- 
lishedRBISurveysofForeignCollaboration, 
and the author’s own compilations from 
annual reports, RBI, DSIR, etc. The author 
defines the elasticity of R and D expenditure 
with respect to technology import costs and 
measures it by the coefficient b in a log linear 
regression: 

Log RAND = a + b log IDC 
where RAND is the R and D expenditure 
which is assumed to be entirely for adaptation 
of imported technology and IDC is the cost 
of technology imports. The latter is taken 
as the sum of royalties, technical fees, 
payments to foreign technicians, training 
cost of Indian technicians, and interest on 
deferred credit (compnsing the direct cost 
of technology). If b is greater than I, then 
'‘the firm is becoming self-reliant and if it 
is less than unity one can interpret that to 
mean that the performance of the firm in 


respect of self-reliance is poor” (pp 21-22). 
Further, the import dependence of firms 
with imported technology is measured by 
the ‘Net Foreign Exchange Inflow Rale’ 
(NFIR). 


where X is the value of exports; is the 
value of imports of goods; and. is the 
value of imports of technology. 

The author predictably gets an OLS esti¬ 
mation value greater than unity (= 1.65) 
in the log linear regression for all industries 
taken together*. He concludes that this 
indicates "a good management of imported 
technology...” (p 56). Presumably the 
management of technology is ‘bad’ for*lhe 
electronics sector and for the medium and 
light engineering sector where the OLS 
estimator values are 0.42 and 0.76 
respectively. (Readers interested in the t- 
values, the confidence intervals, and the 
coefficients of determination (ri) may refer 
to page 57 of the book.) 

The NFIR valuc.s for public enterprises 
between 1973-74 and 1984-85 are 
predictably highly fluctuating ~ (-}0.29 in 
1976-77 and (~) 11.04 in 1981-82. Mani 
proceeds to calculate average NFIR values 
for the pre- and post-1978-79 periods, 
“roughly corresponding to the pre- and posl- 
liberalisation phase” (p 63). With the 
respective average NFIR values of (-)3.26 
(number ol observations = 5) and (-)5.46 
(number of observations =7), he concludes 
that import dependence of the public sector 
enterprises with foreign technology “is on 
the increase during the liberalisation phase” 
(p 63). 

The case studies prove more fruitful. In 
switching equipment, Mani traces the course 
of ITl from Strowger to crossbar to electronic 
switching. Absorption of technology is found 
to be poor. Further, crossbar switching 
technology was inappropriate to the Indian 
usage pattern of telephones. The C-DOT 
case is outlined Readers can now usefully 
read this account along with G B Meemamsi 's 
The C-D<77'5/r»n’(Kcdar Publications, New 
Delhi, 1984). Mcemamsi is an engineer who 
was a director ol C-DOT and the key person 
behind the earlier indigenous development 
of the stored programme concept based 
analogue exchange in the mid-1970s. (He 
also fought against the machinations of the 
majority in the Nambiar Committee who 
were bent on destroying what C-DOT had 


an unprecedented mission-oriented enter¬ 
prise of rare distinction in the Indian context 

We think that Mani’s suggestion that by 
virtue of ITl being a monopoly it was 
technologically sluggish is unduly text- 
bookish. He could have examined such 
factors as the failure of leadership (top 
management), feudal-bureaucratic internal 
organisational culture and ideology, political 
patronage, as well as poor management 
strategy. After examining ECIL and HMT 
with respect to technology imports, the 
process of assimilation of imported 
technology and “the extent of technological 
dependence”, Mam finds HMT technolo¬ 
gically dynamic while the former is found 
technologically sluggish. This conclusion is 
not quite convincing. We hypothesise that 
the top management of ECIL failed to 
sufficiently appreciate that technological 
capabilities have developed in the computer 
industry in more recent times as a result of 
the dynamic interaction among firms, 
including rivals, and the internal capabilities 
within firms themselves. Design networks 
encouraged by modular designs, open 
systems and sub-contracting have been 
quite pervasive in such fields. In CTVs, one 
might like to examine whether ECIL simply 
lost out relatively on the marketing and 
advertising fronts to nvals and not so much 
because of technological sluggishness. 
Indeed, HMT loo seems to be losing market 
shares to Titan (andTimex) in quartz watches, 
presumably because of the latter’s relatively 
superior marketing and advertising strategies. 

The entry of the Japanese in the Indian 
auto industry in the 1980s and import 
liberalisation has hit HMT and indeed the 
entire Indian machine tool indu.stry quite 
badly. The auto and auto-ancillary sector 
should have been a large market for Indian 
manufactured machine tools. But, the 
automobile dominance of Maruti-Suzuki 
(the former an auspicious Hindu prefix to 
the latter, as one writer has put it) and its 
network of related uutocomponent suppliers 
have forced Japanc.se standards down the 
throat of the hitherto largely European and 
US dominated standards. Countermoves by 
the latter in the auto industry in India and 
HMT’s own restructuring ba.sed on strategic 
alliances with western TNCs arc being closely 
watched in business circles. 

We have a few conceptual difficulties 
with the book. Mani’s conception of techno¬ 
logical dependence seems quite mechanistic. 
For us, technological dependence is a pro¬ 
cess characterised by a structural propensity 
for a systematic reliance on imported 
technologies (production, consumption, and 
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(MtgBUisatiDiial) on thi^ part of the socio* 
economic system, nnlher* in such a process, 
imported technologies are not significantly 
adapted, modified and integrated into a 
system of domestic technological activity. 
Imported technology thus largely substitutes 
for local technological development rather 
than largely supporting or complementing 
it. The process is admittedly complex and. 
if mathematically modelled, one may have 
to use the techniques of system dynamics 
and control theory. 

Mani*s econometric analysis falls into the 
familiardilemmaof causality vs coincidence. 
Further, R and D activity should have been 
disaggregated to understand the structure 
and extent of demand for it. In the past, 
foreign collaborations were approved by the 
concerned committee/ministry if, among 
other requirements, complementary invest¬ 
ments in R and Dexisted and/or were planned. 
Indeed, this was an important criterion for 
approval. But what passed off as R and D 
activity was another matter; ingenious 
methods were devised to pass off even quality 
control or process control activity as R and 


D,besiclesmheradmiiUstmdveandmai^ 
expenses. Of course, public enterprise have 
been less adept at siich innovations* in 
financial and cost accounting. 

The criticisms made here should not 
however detract from the merits of the book^ 
The author, an economist, has done what 
few in his profession would have dared to 
do; besides economic analysis, he has delved 
a little into engineering aspects and into the 
history of technology in Indian public 
enterprises and thereby provided us with 
some useful insights. Tliis reviewer is 
however reminded of Mtchal Kaleeki’s 
pungent aside on Dobb-Sen*s *dressings* in 
the choice of technique solutions: “Just as 
economists have a weakness for calculation, 
technicians want to have the latest technical 
toys, and we should not hold this against 
them, but we do not need to offer them these 
toys immediately". Parts of the book under 
review have been published in EPW^incarlicr 
versions. The EPW is of course one journal 
where economists working in the tradition 
of Kalecki do find ap abundance of practical 
analysis. 


Importance of the Family 

Krishna Kumar 

The Iron School Master by David Drury; Hindustan Publishing Corporation, 
1993; pp 196. 


HAD David Drury's findings demonstrated 
what he had set out to demonstrate, 
functionalist sociology of education would 
have scored a point. Drury wanted to prove 
that the family is the locus of educational 
decisions, that the demand for education is 
mediated by the family. His own formulation 
of the question guiding his enquiry is: 'Why 
is it that some parents are not making use 
of educational facilities even when they are 
free and nearby, while other families appear 
to insist on higher education regardles.s of 
the costs and risks involved?' Such a 
formulationclearly assumes that parents have 
a choice - about how much education their 
children should avail, and in what kind of 
school they should avail it. Perceptions, 
goals, information, logic, resources and social 
Yelations - these are the 'determinants of 
demand' as Drury calls the ingredients that 
might shape a family's decisions regarding 
children's education. As we can see, (he list 
juxtaposes behavioural attributes with 
material constraints. Including both 
categories of factors would pose no problem; 
what the study does is to treat them as if 
no distinction needs to be made between 
them as it proceeds to present an ethnography 
of 123 families of Kanpur in the early 1980s. 
These families range from business and 
middle class occupations to the working and 
disadvantaged classes. 

Drury starts by making a theoretical 
distinction which strikes me as rather too 


limited. He recognises two sets ot theories, 
one set anchored in the economic investment 
model, and the other rooted in the idea of 
social reproduction. This simple 
classification does not adequately cover the 
theoretical perspectives available for the 
analysis of education, especially in the 
context of institutions other than schools 
such as the family. For instance, the 
classification misses out the mainstream 
liberal theory of opportunity distribution in 
an inequal social order. Nor docs it 
acknowledge the insights Parsons turned 
into a classical formulation of the socialising 
effects of schooling, which we might say act 
as an endemic residual force on the adult 
behaviour of every succeeding generation. 
By supposedly lumping all libera! theoretical 
perspectives into the economic investment 
model Drury throws away what tools 
educational theory could have provided him 
with for making sense of Kanpur. The 
situation becomes somewhat tragic when we 
learn that he is highly suspicious of the other 
category of models which he lumps under 
reproduction theoiy. 

Apparently, there is a mindset which stops 
the author from seeing what his data show 
quite clearly - that material and cultural ad¬ 
vantage dictate who would receive what 
education, that the family has little freedom 
to decide children's educational future. This 
conclusion stares at the reader out of Table 
29 which shows how the choice of school 


pmitelsecoiioitiiebat^^ 

Sspecialty the data peftaining lo workit^ 
class parents validate diis conchision most 
clearly, but Dniry insists on the possibility 
that many working class parents decide to 
withdraw their child from school on the 
basis of their short‘*term view and sometimes 
on the basis of their 'jaded' perception of 
selection processes. If Drury wanted to 
establish the validity of the working class 
parents' perception of selection processes, 
he should have studied selection processes 
in a few settings rather than assume that 
these processes are by and large fair, and 
that only the poor have a jaded perception 
of these processes. 

As ethnographies go, this study too has 
far more writing than it can logically accom¬ 
modate. A lot of trivial details are reported 
with earnestness along with important and 
interesting information, usually without any 
warning. Chapter 5, which describes the 
home environment of the middle class, is 
quite outstanding in this regard, offering at 
least to the Indian reader just about nothing 
that might be called even vaguely new or 
unfamiliar. Perhaps we must put this kind 
of thing under the heading foreigners writing 
about India, perhaps with a foreign audience 
in mind. For the Indian reader, Drury's book 
has rather few absorbing patches. One comes 
in Chapter 6 where he describes the tactics 
applied by middle class parents to get a seat 
for their children in convents and other pri¬ 
vate schools. In this brief section, the author 
lays bare the real world of private school 
management and the pathetic sociodrama it 
routinely stages as the players scurry around 
to meet their petty ends behind a thin veneer 
of procedures. It is some measure of the 
author's judgment that after this brilliant 
though brief expose, he should start the 
following section with this motherhood 
statement: “India, like most countries, 
capitalist and socialist, has not succeeded in 
eliminating the competitive advantages and 
disadvantages in education associated with 
a student’s social class.” One expected that 
someone would have spotted a sentence like 
that one in a book belonging to a prestigious 
scries edited by M N Srinivas. 

Drury's advice is that the family be given 
greater attention in government policy. That 
can hardly be faulted, but the book offers 
a rather weak rationale for it. Family is 
important inasmuch as it socialises the child 
into role perceptions before the school starts 
to differentiate children in terms of the roles 
they might actually be allotted in later life. 
Families ate important loci for studying the 
finer texture of .socialisation whiob has a 
bearingonchildren'stransition to school omJ 
to a certain extent their fate while they ate 
there, coping with its demands. Dniry'sbook 
draws attention to the family and the promise 
inherent in studying it. One curiosity it does 
not satisfy at all is why its title focuses on 
the headmaster rather than on the family. 
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DecentndisationinBaingjadesh 

Mohammad Mohabhat Khan 

Dc^entralbatioii and the Local State imder Peripheral Capitalism; A SHi^ 
In the PoUtical Economy of Local Government in Bangladedi by Tofail Ahmed; 
Academic Publishers, Dhaka, 1993; pp XIII4400, TK 3^. 


SCHOLARS and practitioners alike have 
shown continuing interest in the area of 
decentralisation fora number of years. People 
with divergent views and prespectives have 
been attracted to the idea of decentralisation 
as a political-administrative phenomenon, 
and this abiding interest bears testimony to 
the utility of the concept and its adaptability 
to contrasting and widely divergent 
situations. 

This book is an attempt to study and 
explain developments in Bangladesh by 
utilising the broader framework of political 
economy. This induces the author to 
emphasise the contradictions between theory 
and practice in decentralisation under 
peripheral capitalism. The author intends to 
analyse the ''nature of the contemporary 
state and its class character and the populist 
programmes of ostensible decentralisation, 
people’s participation anc^ development of 
institutions of local government". His main 
interest lies in ta) understanding the causes 
of the weakness and underdevelopment of 
local government and its corresponding 
incapacity to become an effective 
decentralised institution; (b) analysing the 
nexus between the state and dominant classses 
in contributing and sustaining the weakness; 
and (c) exploring ways to transform local 
government as an appropriate institution for 
bringing about desirable social change 
through people’s participation. 

The author mentions the inadequacies of 
the local government system in Bangladesh 
but does not elaborate. He writes about 
'structural vulnerability’ without clarifying 
the term. He criticises scholars who have 
studied the local government system in 
Bangladesh because of their adoption of a 
particular ideological stand and their 
consequent failure to undrstand and explain 
the realities. But the same may be true for 
the author himself as he has analysed 
developments from a particular ideological 
point of view -> a view approximating the 
Marxist. 

His ideological bent becomes clearer as 
tlie reader proceeds through the text. Looking 
for appropriate conceptual dimensions to 
study decentralisation, he rejects theconcepts 
both of democracy and development as 
inappropriate. The reason given is that both 
concepts provide a theoretical and 
philosophical basis to strengthen the rich 
and powerful section of society and to 
promote their interests. He opts for a 
'political’ approach. Politics, for him, is to 
be understood in relation to the totality of 
social interaction generated from the 
production structure and class relations. One 


is bound to get the impression here that both 
democracy and development are outside the 
domain of politics. 

The relevant literature relating lo the 
stnicturcof peripheral capitalism isdiscussed 
by the author. He considers the relationship 
between class and state, capital and state, the 
theory of crisis and the state under peripheral 
capitalism, as well as the specificity of the 
local state in its nexus with class, capital and 
crisis. He also presents a matrix for studying 
Bangladesh’s decentralisation efforts. The 
matrix is composed of two. levels - macro 
and micro. At the macro level, there is a 
contradiction between the conceptual and 
the policy input, as the former includes the 
rhetoric of decentralisation and the latter 
encompasses the hidden class agenda of the 
stale behind the policy. Local democracy^ 
accountability, participation, more social 
services, dehurcaucratisation, deregulation, 
destatisation,cmpowerment,conscientisation, 
capacity-building Irom below, neutral state 
and class struggles, arc characteristic fea¬ 
tures of the rhetoric of decentralisation. On 
the other hand, the hidden class agenda 
includes decentralisation as a project of the 
dominant class; making easier the process 
of surplus extraction by using a state-aided 
reproduction system; and management of 
political crisis by consensus politics by the 
regime in power for its Icgitimisation. 
The impact of the contradictions at the 
macro level becomes apparent at (he micro 
level. The impact results in recentralisaiion 
of authority, rcbureaucratisation and 
reregulaiion, depoliticisation, disenfran- 
chi.sement and non-participation, loss of 
traditional accountability and democracy, 
monopolisation of services and benefits by 
a coterie of clients, and restructuring of 
class relations by the formation of vertical 
alliances. 

The discussion on the role of local 
government in historical perspective 
analyses developments from a marxist 
perspective. At some points the discussion 
is sketchy and at others halting. Local 
government in the pre-British, British and 
Pakistan periods receives scanty attention 
while the discu ssion on developments during 
the Mujib and Zia regimes in Bangladesh 
adds little to our already existing knowledge. 
There is a good overview of the steps taken 
by Ershad to use decentralisation to 
civilianise and legitimise his military rule. 
The author presents a convincing case here 
as to how the civil service was mobilised 
for this purpose and the way politicians 
deserted their camps to provide support to 
the regime. 


The most interesiukg segments cso bis 
found in the second half of the book. These 
are based primarily on case studies and aie 
buttressed by personal observations, 
ethnographic accounts and oral history. 
In presenting the dilemmas of deregulation, 
destatisation and dehurcaucratisation, the 
author considers the legal and planning 
framework of decentralisation and shows 
how administrative practices have letNA 
increasing recentralisation and rebureau^^ 
cratisation. These twin tendencies were 
observed in the construction of 'upazila* 
complexes, administration of law and order, 
withdrawal of power from upazilaparishads, 
and restrictions on local hnancial 
administration. Surveys conducted in two 
upazilas in Comilla and Chittagong support 
the author’s dilemmas. 

The dilemmas in decentralisation and 
democracy are attested by a study of local 
elections in two upazilas. The participant 
observation method was utilised to 
understand the dynamics of the electoral 
process. The author systematically describes 
various malpractices which afflict elections 
in the country. These include the role of 
armed gangs, terrorisation, proxy voting and 
poll manipulation by officials. 

The author concentrates on the key ques¬ 
tion of who benefits from the decentralisa¬ 
tion process in his analysts. The data indicate, 
among other things, that in two union 
parishads productive social and regulatory 
service.s had no significant impact on intended 
beneficiaries for five years between 1985 
and 1990. The ratio of administrative 
expenditures to the total budget kept on 
increasing consistently and rapidly. A 
marked eight-fold decline occurr^ in the 
volume of expenditure on services, the 
contribution of local resources to the 
revenue and development budget was negli¬ 
gible, and misappropriation of resources at 
both union and upazila levels by politicians 
was endemic. 

In cxaminingclass relations in the national 
and local state, the author addresses the 
problems from the perspective of mode of 
production, social formation and conjectural 
analysis. The discussion is based on the 
works of social anthropologists and 
economists. A gloomy picture emerges from 
the author’s analysis. Foreign aid is 
monopolised by indentors and bureaucrats. 
Rural politics is dominated by a new class 
of political entrepreneurs who are 
considerably younger in age, educated and 
from rural families having connections with 
the urban elites. 

Ahmed should be congratulated for a 
thoroughly researched study which combines 
theoretical and empirical bases well. Based 
on hard data he has shown that decentra¬ 
lisation has not resulted in debureaiicra- 
tisation, deregulation or destatisation. On 
the contrary, rcbureaucratisation, reregula'^ 
tion, restatisation, disenfranchisement and 
debilitation of the masses have taken place 
on a rather large scale. 


Economic and Political Weekly A|)ril 29, 1995 . 


939 



INDIAN INSTITUTE OF ADVANCED STUDY 

RASHTRAPATI NIVAS. SHIMLA-171005 


Advertisement No. 1/95 

1. Applications on prescribed form are invited for award of Fellowships for the academic session 
commencing from April 1, 1996 from scholars holding Ph.D. degree who have experience 
of independent research at advanced level, in the following areas: 

HUMANITIES: (i) Art and Aesthetics; (ii) Comparative Study of Literature; (iii) Religious Studies 
with emphasis on Comparative Studies; and (iv) Philosophy. 

SOCIAL SCIENCES: (i) Development Studies; (ii) Comparative Study of Political Institutions; 
and (iii) Socio-Economic and Socio-Cultural Formation in Historical Perspective. 

NATURAL AND LIFE SCIENCES: (i) State Policies on Science and Technology; (ii) Science, 
Technology and Development; and (iii) Methodologies and Techniques. 

2. A few Fellowships may be awarded for projects of exceptional interest even outside these 
areas and also to eminent scholars not necessarily possessing research degrees. 

3. About two-thirds of the Fellowships will be earmarked for those who are already working in 
Universities, Research Institutions or other responsible positions. Preference is given to those 
who have already done considerable work on their projects and wish to avail of the facilities 
at the HAS to complete their work. The Institute does not encourage studies which involve 
field work. 

4. One Fellowship will be earmarked for scholars belonging to Scheduled Castes/Scheduled 
Tribes. The Institute encourages pursuit of research project relating to the problems of 
scheduled castes and scheduled tribes. 

5. The selection of Fellows will not be restricted to those who respond to this advertisement. 
The Institute has the discretion to select Fellows in other ways as well. 

6. The detail of the amount of Fellowship grant payable to Fellows will be supplied along with 
the application form. 

7. The term of Fellowship ranges from three months to two years, depending upon the nature 
of the project. In exceptional cases, a Fellowship may be extended into the third year. 

8. Resi^nce at the Institute is compulsory from April to November, and optional from December 
to March. All Fellows are provided free hard-furnished accommodation on the campus as 
well as secretarial assistance. 

9. The prescribed application form may be obtained from the O.S.D. (Administration) of the 
Institute by sending a self-addressed envelope (25 cm x 10 cm) or personally from the Institute 
by June 30, 1995. The completed application form should reach the Institute latest by 
July 15. 1995. In the case of candidates living abroad, applications will be accepted upto 
July 31, 1995. Those in service should apply through proper channel. 
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SPECIAL ARnCLES 


Self-Reliance versus Mai^;inalisation 

Case of India’s Overseas Shipping 

Baldev Raj Nayar 

Dependency theory as a uni versal theory of underdevelopment may have been problematic but dependence as a description 
of the hierarchical relations among states is a fact of life in economics and politics in the world. In those hierarchical 
relations, the verities of power and domination, and the leverage they provide in bargaining between nations, continue 
to apply. Nowhere is this impact more evident than in overseas shipping. This article addresses India's performance in 
countering and managing dependence in shipping. 


FOR some two decades from the mid-1960s 
to the mid-1980s, dependency theory 
provided a powerful paradigm for the study 
of underdevelopment in the third world. 
This theory saw the chief culprit in 
underdevelopment to be the integration of 
the third world into the world capitalist 
system, since it resulted in the outHow of 
the economic surplus. However, the rise of 
the newly industrialised countries in East 
Asia during the 1970s, with their aggressive 
integration into the world capitalist system, 
administered a severe blow to dependency 
theory. Subsequently, China’s rejection of 
autarky, its lurch to an '’open door” policy, 
and its adoption of an export-propelled 
growth strategy in the late 1970s rendered 
the theory untenable. The collapse of the 
command economies of the Soviet bloc in 
the late 1980s wrote the final epitaph to 
dependency theory, and made for the 
triumphant resurrection of modernisation 
theory with its new-found emphasis on the 
virtues of interdependence as a path to 
development. 

However, there is a strange myopia in the 
recent enthusiasm for interdependence, in 
contrast to the utter neglect earlier in 
modernisation theory of the impact of the 
international system on development. For, 
interdependence does not automatically make 
for development, any more than does autarky. 
Dependency theory as a universal theory ot 
underdevelopment may have been pioblem- 
atic, but dependence as a desenption of the 
hierarchical relations among states is a fact 
of life in economics and politics in the world. 
In those hierarchical relations, the verities 
of power and domination, and the leverage 
they provide in bargaining between nations, 
continue to apply. Such dependence has 
serious consequences for resource outflows 
and therefore tor development. Nowhere is 
this impact more evident than in overseas 
shipping* which is fundamental to the func¬ 
tioning of the international economy. Even 
a maritime country as vast as India in the 
third world, and an economy as large as that 
of India, is not immune from those conse¬ 
quences. It is to the question of India’s 
performance jn respect of countering and 
managing dependence in shipping that this 
article is adetessed. 


Pas'! as Prouxjue 

Whatever remained of India’s traditional 
shipping industry after the British conquest 
had vanished by the third quarter of the 
nineteenth century. The causes of that de¬ 
mise lay not only in the competition result¬ 
ing from the technological revolution in 
shipping by way of the modern steamship, 
but al.so in the deliberate discriminatory 
policy of the British colonial state to favour 
the British shipping industry. The latter, as 
a consequence, acquired a monopoly over 
India’s coastal and overseas trade. Several 
heroic attempts by Indian entrepreneurs to 
launch shipping services were ruthlessly 
crushed by British shipping with the implicit 
and explicit support of the colonial rulers. 
Gandhi averred: ’’Indian shipping has to 
perish so that British shipping might flour¬ 
ish” IJog 1969:84]. 

Immediately after the first world war. as 
a new Indian carrier, Scindia Steam Nav¬ 
igation Company, reared its head on the 
India-UK trade route it was again thwarted 
and then confined to coastal trade, and even 
there in an extremely subordinate position. 
The carrier was barred from overseas trade, 
and its tonnage was limited to 75 thousand 
gross registered tons (grt) [Jog 1969:34-43; 
Maru 1969:11]. Scindia’s complete demise 
was prevented only because in the meantime 
the cause of Indian shipping had been made 
its own by Indian nationalism [Rao 1965]. 
Political nationalism and shipping nation¬ 
alism became intertwined. Nationalist lead¬ 
ers condemned the predatory methods of 
British shipping to destroy Indian shipping 
and demanded protection for it, at least in 
the coastal trade. Gandhi included reserva¬ 
tion of India’s coastal trade for national 
shipping in his list of eleven points for 
negotiation wiih Lord Irwin, the Viceroy, 
during the civil disobedience movement in 
1930 (Rao 1965:118; Jog 1969:82]. 

While nationalist pressure could prevent 
the extinction of Indian shipping, it could 
do little to foster its growth. At the start of 
second world war, total tonnage under Indian 
control was a mere 126 thousand grt which, 
because of damage during the war, stood 
reduced to 98 thousaixi git in >945 [Master 
1977:706]. India’s pitiable condition at the 


time is evident in the fact that total world 
tonnage at the end of the war was 66.5 
million grt [Commerce Department 1947: 
65J. Indian tonnage was entirely restricted 
to the coastal trade, where India’s share of 
the trade was only 40 per cent while the 
overwhelmingly dominant operator was the 
British India Steam Navigation (BISN). 
India's external trades were a monopoly of 
BISN and its owner, the premier British 
shipping line P and O (Peninsular and 
Oriental Steam and Navigation Company). 

Towards National Shipping Doctrine 

It was only in the wake of the formation 
of the interim government under Jawaharlal 
Nehru in September 1946, as a prelude to 
eventual independence, that a more radical 
approach to the Indian shipping industry 
became possible. A sub-committee on ship¬ 
ping, established earlier under the chairman¬ 
ship of Sir C P Ramaswami Aiyar by the 
Post-War Reconstruction Policy Commit¬ 
tee, brought forward a report in March 1947. 
Part lament over the fate Indian shipping had 
met in the past, part condemnation of British 
colonial policy for its role in that fate, part 
formulation of a national shipping doctrine, 
and part agenda-setter for the future, the 
report was a landmark analysis of the des¬ 
perate condition of India’s shipping, and 
therefore merits a brief consideration. 

Pointing to the strategic location of the 
country in the Indian Ocean and its large 
volume of trade, the committee took the 
position that ’’India is a great maritime 
country”, which deserved to “have a large 
and powerful navy both of supply and of 
defence”. Sadly, for it, however, India had 
neither, and it immediately linked their 
absence to state policy: “Every maritime 
country has...its own national shipping 
policy. India alone is a glaring exception to 
this universal rule” [Commerce Department 
1947:1; all references henceforth refer to 
the same document unless mentioned 
otherwise]. Underlining the critical role 
played by the state in the development of 
other maritime fleets, it observed: “India 
continued to remain a glaring exception to 
the recognition of the responsibility of the 
state to develop the National Merchant 
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Marine. U took no actinn. Indian shipping 
did not grow-could not grow** (p 10). 
Frequently using the word *Hragedy*" to 
describe Indian shipping's parlous condition, 
the commiuee stated: 'It is, however, a 
tragedy that what other maritime countries 
in the world did to build up their national 
shipping India did not do** (p 3). The 
consequence was that India has "practically 
no share of [its] very large overseas trade... 
Indian shipping has practically no footing 
in India's overseas tr^es... Indian shipping 
is conspicuous by its absence in the overseas 
trades of India" (pp 31 and 38). Instead, 
British shipping controlled "the entire 
carriage of the trade between India and the 
United Kingdom", hauling over 95 per cent 
of UK exports to India and over 99.5 per 
cent oflndian exports to the UK (p31). Even 
in its coastal trade, Indian shipping had a 
share of only 25 per cent as late as the end 
of second world war (p 42). In sum, "only 
meagre and insignificant share of the trade 
is carried by national shipping" (p 42). 

No doubt, the committee was emboldened 
by the imminent end to colonial rule, but 
its report was nonetheless brutally frank in 
analysing the root cause of the condition of 
Indian shipping: "India had no national 
government. India had therefore no national 
shipping policy" (p 3). It charged that "the 
government of India have more or less been 
pursuing a policy of indifference during the 
last 25 years (p 21). Us indictment, however, 
went further than the simple avoidance of 
positive action by the colonial government 
to assist Indian shipping. For, at bottom, 
there lay the government's complicity in the 
destruction of Indian shipping in favour of 
British shipping: "the government of India 
missed not a single opportunity to extend 
its patronage during this last century to this 
British [India Steam Navigation] Company 
and thus encouraged it in every way to act 
against the national economic interests of 
the country" (p II). 

In a devastating assessment of the British 
policy, the committee underlined that it was 
"a tragedy" that the government took no 
effective action when Indian shipping was 
wiped out by the "ruthless freight wars", 
"ruthless rate-cutting", and "ruinous 
competition" (pp 11, 12 and 14). In this 
manner. "British shipping thus continued to 
raise its edifice on the ruins of Indian 
>hipping" (p 12). The committee summed 
ap the relationship of British domination 
ami policy to the condition of national 
shipping thus: "Us history has been, for the 
National Shipping Companies, a sad story 
of ceaseless struggle and sacrifice; for the 
people of the land it is a painful chapter of 
bitter disappointment at the lack of response 
from the government of India to their demand 
for stability and expansion; and for the 
government of India it is a tragic tale of 
broken promises, unredeemed assurances 
and neglected opportunities" (p 10). Further, 
"owing to the powerful position of the British 


Company and the utter indifference of the 
government of India to give Indian shipping 
the protection that it urgently needed, it was 
able to decide whether any Indian steamships 
shall ply for traffic at all on any route and 
that it was within the Bl's power at any time 
to force them into liquidation and 
bankruptcy" (p 15). 

The committee's powerful recommenda¬ 
tions matched the desperate state of Indian 
shipping. U fell strongly that "India must 
build up her own national shipping to carry 
her own cargo in the overseas trades. All 
other considerations are subsidiary to this 
main objective which government should 
have to keep in view" (p32). It had no 
hesitation as to what was required: "Like 
other important maritime countries of the 
world, the government of India will have to 
take a militant view of their responsibilities 
and obligations towards National Shipping" 
(p 40). Us point of departure for national 
policy wa.sexceedingly simple: "India should 
adopt a^ational shipping policy similar to 
the policies adopted by the important mar¬ 
itime counines of the world" (p 46). Con¬ 
sequently, consistent with accepted interna¬ 
tional norms, the entire coastal trade ought 
to be forthwith reserved for national ship¬ 
ping (p 29). In respect of overseas trades, 
it pointed out: *The principle, which is 
strongly emphasised in the modem world of 
shipping, is that a country should carry in 
her own national bottoms at least 50 per cent 
of her maritime trades" (pp 29 and 46). Since 
that recommendation, the achievement of a 
share of about 50 per cent in its overseas 
trades has become the core of India's ship¬ 
ping doctrine. 

Following from that general principle, 
the committee was insistent that India 
should achieve its share of 50 per cent in 
the overseas trades rapidly, within the 
relatively short time frame of five to seven 
years (p 39), In addition, it recommended 
a share of 75 per cent in the cargo of adjacent 
trades as an extension of the coastal trade, 
apparently keeping in view its neighbours' 
lack of shipping capacity. It applied the 
same criteria to the carriage of passengers. 
Converting these general aspirations on 
cargo and passenger shares into shipping 
capacity, the committee estimated that a 
tonnage of two million grt would be 
required, and it urged that "the government 
of India should do all that is possible to 
ensure that this two million tons is acquired 
before the end of the seven-year period" 
(p 40). Even though the committee had 
t^en initially appointed by the colonial 
authorities, its report was remarkable for 
the thrust it gave to national self-reliance 
in the shipping sector, ft constituted a 
ringing affirmation of the nationalist 
position, articulated forcefully between the 
two world wars. For that reason, the 
committee has subsequently often been 
referred to as the National Shipping Policy 
Commiuee, notwithstanding its colonial 


origins, while its report has been described 
as the magna carta of Indian shipping 
[iog 1969:135-41], 

l^ree months aft^ the submission of the 
commitiee'sreport, thegovernment endorsed 
its recommendations in a historic resolution, 
published on July 12, 1947, about a month 
before independence. The resolution 
promised "a dynamic policy" comparable to 
that of other important maritime countries, 
and assured assistance to Indian shipping 
to achieve the targets set by the committee 
on tonnage and carriage of cargo and 
passengers within a period of five to seven 
years. These high aspirations soon met 
with disappointment as the government 
became preoccupied with the aftermath of 
partition, war and integration of princely 
states. However, belatedly, in 1950 the 
government reserved coastal trade for 
Indian shipping, and subsequent planning 
documents reiterated the government’s 
commitment to increase the share oflndian 
shipping in the country's overseas trade. 

The aim of acquiring some share in 
India's foreign trade and then enhancing 
it brought the government face to face 
with the cartelistic arrangements that were 
deeply entrenched in international 
shipping. Known as "conferences", cartels 
of carriers of the traditional mariti me nations, 
primarily British at the time, fixed freight 
rates and other conditions of carriage in the 
various trades of a country or region. 
Strongly resistant to newly-independent 
states entering into their former preserves, 
they were quick to charge "flag discrimi¬ 
nation" and quash, with the backing of their 
governments, such efforts on their part. 

In response, the Indian government 
evolved quite early in its post-independence 
history a policy on cargo sharing that seems 
both .sound in principle and law as well as 
fair and reasonable. It took the position that 
the so-called concept of freedom of the seas 
applied to technical issues such as naviga¬ 
tion of the high .seas and to access of ships 
to ports, but not to economic issues such as 
cargo-sharing. In relation to the latter, it 
distinguished between two situations in 
foreign trade. In the case of bilateral trading 
arrangements as with the USSR and Poland, 
cargo was to be shared on a 50:50 basis, 
both because internarional law demanded 
equality between states and also-since the 
cargo was owned or controlled by the 
government - "shipper's choice" was 
available to the respective authorities. In 
the case of multilateral trade, where .states 
other than the importing and exporting 
countries were also involved, India took 
a less restrictive view of its right to an equal 
sharing of cargo between trading partners. 
India's Minister of Shipping Ra) Bahadur 
told the Lok Sabha as early as 1961, in 
response to a parliamentary question: "...it 
is hever our intention to monopolise our 
entire trade to Indian shipping,.. There is 
no reservation assuchof cargo to be carried 
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by Indian liliipi but we aim to caityinf 40 
pk cent, which is less than what several 
maritime nations aspire to carry** [Debates, 
Vol U; Singh 1977:62, 73-74. 95-97 and 
IIMSJ. 

taking a larger perspective, India saw its 
problems with the international shipping 
system as broadly reflective of those of the 
third world, and it pioneered the demand on 
the world stage for its reform, it took a 
leadership role at UNCTAD in the move¬ 
ment for the adoption of the what came to 
be called the UN Convention on a Code of 
Conduct for Liner Conferences. Adopted in 
1974, that code accepted the formula of 
40:40:20 on the distribution of conference 
liner cargo. Two trading states could now 
share equally in their trades, while a sub¬ 
stantial share of 20 per cent would be left 
to third states. In this manner, the UN Liner 
Code, which became effective in 1983 after 
the requisite number of states had ratified 
it, essentially incorporated what had largely 
become Indian practice. 

It is noteworthy that India declared at the 
lime of the code's adoption, as it did sub¬ 
sequently when rafifying it. that the formula 
would be taken to apply to all liner cargo, 
not just the part handled by conference 
carriers: 

While we have agreed that Non-Conference 
Shipping Line^ have a place in liner shipping, 
under no circumstances can we accept a 
situation where through their operation the 
national shipping lines of developing 
countries are made to lose what, after great 
difficulty, they are entitled to get under the 
Code of Conduct in respect of participation 
in trade. Should a situation arise in any trade 
where our governments feel that the activities 
of non-confercnce lines should be curbed 
or regulated in any manner, our governments 
will have full freedom of action to act suitably 
in the national interest [Shukla 1984:219]. 

Thus, lor India, its shipping industry had a 
rightful share to a minimum of 40 per cent 
of its liner cargo, regardless of whether it 
was covered by conferences or not. 

The more important question, however, 
is as to how India has actually pcrl'onned 
in developing its national merchant lleet 
in order to secure the share that it has 
aspired to. This paper analyses the matter 
of India's performance in this respect from 
four different perspectives: historical, 
comparative, disaggregative, and distri¬ 
butive. First, the historical analysis looks 
at changes in tonnage capacity over the 
post-independence period. Second, the 
comparative analysis discusses Indian 
performance in relation to that of the world 
as a whole and other m^jor maritime 
powers. Third, the disaggregative analysis 
goes beyond examining overall towage 
capacity and studies its varioqs constituent 
elements. Fourth, the distributive analysis 
focuses on the actual market shares secured 
by its shipping industry in the country's 
cargo trades. 


HiSTCMUAL AmtYStS; OfUMVm A|4D StMJNAtlOK 
INSHinW0(!::AI*>M3^ 

Table I sets out India's shipping tonnage 
capacity for each year over the post¬ 
independence period. Overall, it suggests 
an impressive record of growth from a 
nominal tonnage at independence to a 
capacity of 6.55 million grt (or 6.55M grt) 
in 1992, which places India among the top 
15 maritime powers of the world. Over the 
four decades from 1950 to 1989 India's 
tonnage grew 15-fold from 0.42M grt to 
6.32M grt, at an average annual growth rate 
of 7.6 per cent. 

Of course, the rate of growth has not been 
evenly spread over this entire period. Graph 
1 , which displays the data on tonnage, shows 
the performance in respect of acquisition of 
shipping capacity to lake the form of an “S" 


curve. Three distinct periods are 0](idetit 
There is, first of all, tte period from 1948 
to around 1960, which is characterised by 
a very slow but steady growth. The decade 
of the 1950s. which can be taken to be 
generally equivalent with the period as a 
whole, saw substantial augmentation in 
capacity with a respectable average growth 
rate of 6.8 per cent; the tonnage almost 
doubled over the 'decade. However, this 
growth took'i^lace from an extremely small 
base with the consequence that even after 
a decade of growth the total tonnage was 
far from reaching a million grt capacity. The 
goal of the Ramaswami Aiyar Committee 
in 1947 to acquire 2M grt capacity within 
seven or eight years from independence 
was thus nowhere near achievement even 
five years aAer the target date. On the other 
hand, the objectives of the First Five-Year 


Table I : Shipi^ing Capaoty: Number of Ships (100 GRT and Over). Tonnage (Miluon GRT). 
AND Annual Tonnage Growth 
(as at July 1) 


Year 

India Tonnage 

Year 

India Tonnage 

No 

GRT 

Increase 

(Percent) 

No 

GRT 

Incfdbe 
(Per Cent) 

1948 

151 

0.32 

— 

1970 

399 

2.40 

7.14 

1949 

165 

0.39 

21.88 

1971 

397 

2 48 

3.33 





1972 

412 

2.65 

6.86 

1950 

177 

0.42 

7.69 

1973 

430 

2.89 

9.06 

1951 

175 

0.45 

7.14 

1974 

451 

3.49 

20.76 

1952 

192 

0.48 

6.67 

1975 

471 

3,87 

10.89 

1953 

195 

0.49 

2.08 

1976 

526 

5.09 

31.53 

1954 

204 

0.51 

4.08 

1977 

566 

5.48 

7.66 

1955 

221 

0.56 

9.80 

1978 

591 

5.76 

5.11 

1956 

215 

0.58 

3.58 

1979 

601 

5.85 

J.56 

1957 

222 

0.63 

8.62 





1958 

230 

0.67 

6.35 

1980 

616 

5.91 

1.03 

1959 

238 

0.75 

11.94 

1981 

620 

6.02 

1.86 





1982 

644 

6.21 

3.16 

I960 

257 

0 86 

14.67 

1983 

677 

6.23 

0..32 

1961 

273 

0,96 

11.63 

1984 

710 

6.42 

3.05 

1962 

278 

1.01 

5.21 

1985 

741 

6.61 

2.96 

1963 

309 

1.21 

26.04 

1986 

736 

6.54 

-1.06 

1964 

347 

1.45 

19.84 

1987 

803 

6.73 

2.91 

1965 

354 

1.52 

4.83 

1988 

797 

6.16 

-8,47 

1966 

360 

1.79 

17 76 

1989 

834 

6.32 

2.59 

1967 

369 

1.89 

5.59 





1968 

383 

1.95 

3 18 

1990 

855 

6.48 

2.53 

1969 

397 

2.24 

14 87 

1991 

890 

6.52 

0.62 





1992* 

871 

6 55 

0.46 





1993* 

886 

6.58 

0.46 

Note: * As at December 31. 






Source Lloyd’s Register. Shipping Tables 1991 

. p 31, and World Fleer Statistics: December 1993, 

p43 









Table 2: Shipping Tonnage in the Five-Year Plan.s 









(CRT millim) 




Total 



Overseas 



planned 

Achieved 

Planned 

Achieved 

Finrtf 1951-1956) 

060 

0.48 

0.28 

0.24 

Second (1956-1961) 

0.90 

0.86 

0.49 

0.55 

ThinJ (1961-1966) 


1.10 

1.54 

0.76 

1.22 

Fourth (1969-1974) 

1.50 

3,09 

3.10 

2.83 

Fifth (I974-1979( 

6..50 

5.54 

5.90 

5.29 

Sixth (1980-1985) 

7.50”^ 

6.36 

7.00 

6.01 

Seventh (1985-1990) 

7.50 

5.96 

NA 

5.44 

Eighth (1992-1997» 

7.00 

■— 

NA 

— 


Stntree: India. Planning Commission. Five-Yetir Ptanx (First to Eighth). 
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Plim (19S1-56) and Second Pive"Year Plan 
(]95^]) were more or less achieved, es¬ 
pecially in overseas shipping (Table 2). This 
achievement was, however, largely a func¬ 
tion of the modest nature of plan targets. 
Notwithstanding Indian shipping industry’s 
nominally breaking into new areas, .such as 
tankers and bulk ore carriers, most of it 
remained in general or liner cargo and 
passenger service. As a result, much of the 
opportunity provided in the 1950s by large 
imports of PL-480 foodgrains and crude oil 
went unutilised by Indian shipping. 

The succeeding two decades of the 1960s 
and 1970s were a different story, however, 
marking a long second period, characterised 
by accelerated growth. This period was the 
golden era of expansion of India’s tonnage; 
capacity expanded almost eight-fold over 
the two decades with an average annual 
growth rate of 11.4 per cent. The 1960s 
featured a somewhat better record than the 
1970s; indeed, they showed the highest 
growth rate of any decade in the post-inde¬ 
pendence period. Shipping capacity tripled 
overthe period, growing at an annual growth 
rate of 12.4 per cent. The tonnage crossed 
the one million grt mark in 1962 and the 
two million mark in 1969. 

Even though their growth rate of 10.4 per 
cent was lower than that of the preceding 
decade, the 1970s saw the largest addition 
of tonnage for any decade, with the capacity 
increasing over two and a half times from 
2.24Mgrtinl969to5.85Mgrtin 1979. The 
difference of 3.61M grt represents the single 
largest absolute increase ever for any de¬ 
cade. Particularly noteworthy are the three 
years from 1974 to 1976, which saw a burst 
of expansion in tonnage, with capacity 
increasing by 2.20M grt; 1976saw the largest 
increase for any single year, amounting to 
1.22M grt. The subsequent three years saw 
continued growth but at a lower and declin¬ 
ing rate. The growth in tonnage during the 
period as a whole largely paralleled the 
targets set in the five-year plans. Indeed, the 
achievement in the Third Plan (1961-66) 
exceeded targets; this was especially so in 
the case of overseas shipping, where it was 
over 60 per cent in excess of target. The 
planning process in the second half of the 
1960s was disrupted because of a severe 
economic crisis in the wake of two unprec¬ 
edented droughts. However, Che disruption 
apparently did not harm tonnage expansion, 
for in the three years of the annual plans 
(1966-69) total tonnage increased by some 
25 per cent. The planning process resumed 
in 1969, but the achievement in the Fourth 
Plan (1969-74) and Fifth Plan (1974-79) fell 
short of the overall tonnage targets by 10 
to 15 per cent even as overseas tonnage 
expanded substantially. 

After more than three decades of a con¬ 
sistent and literally unbroken record of 
growth, India entered its third period, 
stretching from 1980 to 1993. which was 
marked by stagnation and decline. There 


was hardly any growth in capacity over the 
period, with the growth rate being a mere 
0.84 per cent. For the first time in the post- 
independence period, two years saw the 
tonnage decline in absolute terms. There 
was a small decline in 1986 and a sharper 
one in 1988. Despite small increases in 
subsequent years, capacity in 1993 was 
below the level reached in 1985 and cer¬ 
tainly that of the peak year in 1987. The 
high point in India's tonnage, which was 
reached in 1987, had not been eclipsed 
even by 1994. Consistent with this picture, 
the Sixth Plan (1980-85) failed to achieve 
its target of 7.5M git by 1985. In the face 
of this failure and diffidence about the 
future, the Seventh Plan (1985-90) repeat¬ 
ed the same target; however, instead of the 
tonnage expanding, it saw a decline. 
Apparently persuaded by the repeated fail¬ 
ure to achieve targets in the preceding two 
plans, the Eighth Plan (1992-97) - even 
though delayed by two years after the end 
of the Seventh Plan - lowered its sights 
and adopted a lesser figure of 7.0M grt. 
The early 1990s barely saw any expansion, 
the growth rate being only 1.02 per cent. 

The salient finding that emerges from 
this analysis is the bifurcation in the 
growth trend around 1980, with the earlier 
period marked by impressive expansion 
and the subsequent period by stagnation. 
More elaborately, three periods can be de¬ 


marcated: (t) 1948^60: slow but steady 
growth; (2) 1960-80: expansionaiy period; 
and (3) 1980-93: stagnation and decline. 
This preliminary finding, based solely on 
India’s record, needs to be examined fur¬ 
ther in the light of comparative data. 

Comparative Analysis: Advance 

AND ReORES.SION 

How does lndia’.s performance in terms 
of tonnage acquisition compare with the 
performance of the world shipping indus¬ 
try? Here, India’s performance is examined 
comparatively, relative to that of the world 
shipping industry as a whole and also to that 
of other major maritime powers. The first 
aspect is analysed by looking at changes in 
India’s share of world tonnage. 

India’s changing share in world tonnage 
largely follows the pattern of the earlier 
three-period demarcation in respect of its 
absolute tonnage (Table 3 and Graph 2). 
There is not a complete correspondence 
between the two curves, however, because 
world tonnage has its own dynamic of 
expansion and contraction. Since indepen¬ 
dence, India’s share has increased by three 
and a half times. Within this long stretch of 
time, three period,s can be distinguished. The 
first period from 1948 to around 1960 
corresponds closely to that for India’s ab¬ 
solute tonnage. It saw a slow but steady rise 


Table 3: India's Share in World Tonnage (100 GRT and Over) 
(as at July 1) 


Year 

World Tonnaee 

Indian 
Share in 
Tonnage 
(Per Cent) 

Year 

World Tonnage 

Indian 
Share in 
Tonnage 
(Per Ont) 

Number 

Ships 

(000s) 

GRT 

(mill) 

Number 

Ships 

(000s) 

GRT 

(mill) 

1948 

29,34 

80.29 

0.39 

1970 

52.44 

227.49 

1.06 

1949 

30.28 

82.57 

0 47 

1971 

55.04 

247.20 

1.00 





1972 

57.39 

268.34 

0.99 

1950 

30.85 

84.58 

0.49 

1973 

59 61 

289.93 

0.99 

1951 

31.23 

87-25 

0.52 

1974 

61.19 

311.32 

1.12 

1952 

31.46 

90.18 

0.53 

1975 

63.72 

342 16 

1.13 

1953 

31.79 

93.35 

0.53 

1976 

65.89 

371.99 

1.37 

1954 

32.36 

97.42 

0.52 

1977 

67.95 

393.68 

1.39 

1955 

32.49 

100.57 

0.56 

1978 

69.02 

406.00 

1.42 

1956 

33.05 

105.20 

0 55 

1979 

71.13 

413.02 

1.42 

1957 

33.80 

110.25 

0.57 





1958 

35.20 

118.03 

0.57 

1980 

73.83 

419.91 

1.41 

1959 

36.22 

124.94 

0.60 

1981 

73.86 

420.83 

1.43 





1982 

75.15 

424.74 

1.46 

I960 

36.31 

129.77 

0.66 

1983 

76 11 

422.59 

1.47 

1961 

37.79 

135.92 

0.71 

1984 

76.07 

' 418.68 

1.53 

1962 

38.66 

139.98 

0.72 

1985 

76.39 

416.27 

1.59 

l%3 

39.57 

145.86 

0.83 

1986 

75.27 

404.91 

1.62 

1964 

40.86 

152.99 

0.95 

1987 

75.24 

403.49 

1.67 

I%5 

41.87 

160.39 

• 0.95 

1988 

75.68 

403.41 

1.53 

1966 

43.01 

171.13 

1.05 

1989 

76.10 

410.48 

1.54 

1967 

44.38 

182.09 

1.04 





1968 

47.44 

194.15 

1.00 

J990 

78.34 

423.63 

1.53 

1969 

50.28 

211.66 

!.06 

19^1 

80.03 

436.03 

1.49 





1992* 

79.73 

445.17 

1-47 





1993* 

80.66 

457.92 

1.44 


Note: • As at December 31. 

Smrees: Lloyd’s Register, Statisticul Tables 1991, p 35. 
WiiHd Fleet Statistiat: December J993, p 43. 
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Graph 2; Iwwa’* Share in Woiui> Tonpiaoe 




in India's share, which increased from 0.39 
per cent in 1948 lo 0.60 per cent in 1959. 
The second period of accelerated growth in 
share extends from around 1960 to 1987, by 
which time the share had increased to 1.67 
per cent, the high point in the curve. Over 
this period, India's tonnage was expanding 
at a rate faster than that of world tonnage. 
Within this long penod there is a trough* 
from 1967 to 1973 but, as if in compensa¬ 
tion, also a big jump in the share over the 
years from 1974 to 1978. These years are 
f^ollowcd by almost a decade of gradual 
growth. The tlnaLpcnod starts with a steep 
decline in 1988, with the years up to 1993 
marked by a slow drift downward.s. Over the 
years of this final period, India's capacity 
was largely static while the rest of the world 
advanced in its capacity. 

Although India’s .share of world tonnage 
increased rather substantially in the post¬ 
independence era, interestingly its tonnage 
expansion tlowed rhythmically with the 
fortunes of world shipping. The entire post¬ 
war period right down to 1982 was one of 
tremendous expansion for the latter. The 
three decades ohhc 1950s, 1960s and 1970s 
saw world tonnage expand five-fold from 
82.57M grt (1949) to 4I3.32M grl (1979). 
In a way, (his expansionary stage allowed 
the world shipping industry to accommo¬ 
date an expanding Indian tonnage. On the 
other hand, the 1980s experienced stagna¬ 
tion and decline in the world industry, which 
had its repercussions for Indian shipping. 
Only in 1991 was world tonnage able lo 
advance over its earlier high point in 1982. 
It is obvious (hat the fortunes of Indian 
.shipping have been tied up with the fortunes 
of the world industry, for shipping is an 
international industry, integrally linked in 
turn with the fate of international trade. 
However, India did not benefit from the 
recovery in the world shipping indu.stry in 
the early 1990s, for its share continued to 
decline. 

At first blush, notwithstanding the decline 
after 1980, India* soverall performance seems 
quite impressive, whether seen absolutely in 
its own terms or relative to world tonnage. 


However, world averages can hide impor¬ 
tant aspects of the situation, and it is there¬ 
fore necessary lo examine Indian perfor¬ 
mance in comparison with that of other 
maritime powers of the world. Of course, 
a genuine companson of this nature runs 
into a serious problem in that many coun¬ 
tries, especially the developed market econ¬ 
omies, resort to registering their ships under 
flags of convenience (FOCs) rather than 
their own national flags. Comparisons based 
on tonnage figures under national flags can 
therefore be misleading inasmuch as they 
are not based on tonnage under a country's 
genuine ownership or control. For example, 
in 1992 nearly 70 per cent of the fleet 
owned by the US and over 75 per cent of 
that owned by the UK and Sweden were 
registered under FOCs (Table 4). The cor¬ 
responding figure for Germany was over 60 
per cent and that lor Greece and France was 
over 50 per cent. Consequently, repeated 
laments about the decline in shipping capac¬ 
ity of one or another western power have 
to be treated with some scepticism. For. the 
essential reality is that effective ownership 
and control remain with the traditional 
maritime powers even though their vcs.scis 
fly the flag of some minor power in the 
periphery. The FOC phenomenon nonethe¬ 
less underlines the tenacity of the powerful 
economic centres to hold on to their dom¬ 
inant position in the hierarchy of maritime 
power and to their capacity to change the 
operational norms of the international re¬ 
gime toward that end. 

The problem of comparison has been more 
recently alleviated by the publication by 
UNCTTAD of data for the top 35 maritime 
powers based on their total tonnage, 
incorporating figures for vessels registered 
under both their national flag and under 
FOCs. Table 4 provides data for 1992 on 
total tonnage in DWT (deadweight tonnes) 
for 23 of the top 35 maritime powers as well 
as for a few other countries in India's 
neighbourhood. The percentage of the total 
tonnage that is registered under FOCs is 
indicated within parentheses. For purposes 
of comparison, the table provides data for 


1990. The table also incudes information on 
tonnage by five-year intervals from 1970 to 
1985 for the same set of countries, but this 
information is not comparable with that for 
1992 or 1990, since it is based only on 
tonnage under national flag and does not 
cover FOC tonnage. 

Impressive as India's performance may 
have seemed when considered by itself, it 
emerges as weak when seen in comparative 
perspective. Perhaps it would be unfair to 
c'ompare India with developed market 
economies with their advantages of 
intensive industrialisation, high levels of 
trade, long maritime tradition, and 
established position in world shipping. 
However, it is noteworthy that quite a few 
small countries from among them rank 
high in the world's list of top 35 maritime 
powers in 1992: Greece (1), Norway (4), 
Dcnamrk (8) and Sweden (13). Similarly, 
several medium and small but economically 
dynamic countries outside Europe are ahead 
of India in total tonnage - Hong Kong, South 
Korea, and Taiwan. Their superior 
performance demonstrates the centrality of 
overall economic strength and dynamism of 
a country, especially in international trade, 
to maritime power. Interestingly, these three 
countries were nowhere near India’ $ tonnage 
in 1970 and 1975, or even in 1980, but by 
1985 Hong Kong and South Korea had 
pulled ahead of India and certainly by 1990 
they had left it far behind. Taiwan in 1990 
had come almost abreast of India and by 
1992 it had gone beyond India's position. 
I'he advance of these three countries 
underlines the serious setback to India's 
maritime position after 1980. A similar 
finding emerges from a comparison with 
China, which in 1970 had only onc-third 
of India's tonnage; even in 1975 China had 
only two-thirds the tonnage of India. But 
by 1980, China was slightly ahead of India, 
and by 1985 its tonnage was half as much 
larger than India's while by 1990 it was 
almost two and a half times. 

The comparative data yields a significant 
proposition: the condition of the shipping 
industry of any particular coutitry or sot of 
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coitittnes does not necessarily follow the 
business cycles of world shipping. For, it 
is aparent that Hong Kong, South Korea, 
Taiwan and China advanced rapidly in their 
absolute tonnage and their share of world 
tonnage during the 19S0s, precisely the 
decade of stagnation in world tonnage. The 
same can be said largely of Singapore, though 
the picture here is somewhat clouded be¬ 
cause of the apparent decline in tonnage 
after 1985, which is perhaps a function of 
the country*s decision to move away from 
its role as an FOC state. A country * s tonnage 
thus need not be simply a reflection of trends 
in world shipping; it can be equally pow¬ 
erfully influenced by factors internal to the 
country. 

From the perspective of comparison with 
other maritime powers, India's performance, 
especially in the 1980s, emerge;; in a far 
poorer light than is first apparent when 
observing it simply in its own terms. The 
comparative analysis reinforces the earlier 
proposition about India's poor performance 
after 1980, derived from the country's 
evolving position on tonnage acquisition. 
That proposition also corresponds with the 
decline in India's ranking among the chief 
maritime powers, evident in the years for 
which data is available on total fleets of the 
35.top maritime powers: its ranking slipped 
from 13th in 1990 to 14th in 1991 and to 
15lh in J992. 

DiSAOORKGATIVr. ANALYSIS! 

Serious STRurruRAi- iMSALANnis 

An analysis based only on aggregate 
tonnage does not reveal the relative perfor¬ 
mance in respect of different types of ships. 
It is necessary therefore to disaggregate the 
data and examine tonnage acquisition in 
respect of the major types of ships, chief 
among which are tankers, bulk carriers, and 
general orlinercargo vessels. Containerships 
are primarily used for liner cargo, but be¬ 
cause of their central importance in modern 
shipping they are treated here as a separate 
category. 

Table 5 and Graph 3 provide data from 
1970 onwards for India's tonnage by major 
categories of ships. It is clear that up to 
around 1980. tonnage in respect of oil tankers, 
bulk carriers and liner cargo ships was 
increasing absolutely. At the same time, the 
relative proportions among these categories 
changed over the years so as to provide India 
with a fairly diversified fleet. After 1980. 
however, the pattern of ab.solute increases 
in all three caregories of vessels began to 
change significantly. The tonnage for oil 
tankers and bulk carriers continued to display 
an overall nsing trend even after 1980, 
although the trend did not remain unaffected 
by the recession in world shipping in the 
second half of the 1980s. Bulk carrier tonnage 
reached an all-time high in 1990, white 
tanker tonnage was at ill peak in 1992. In 
strong contcast, the tonnage for liner cargo 
vessels began a consistent consecutive and 
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Year 

1970 

1975 

1980 

1985 

1990 

1992 

Deveoped Market Econtmties 






Greece 

16.99 

37.54 

67.05 

55.36 

81.98 (57) 

97.49 (54) 

Japan 

40.28 

64.48 

67.32 

63.45 

80.31 (56) 

84.29 (62) 

USA 

16.11 

15.61 

22.19 

23,04 

5.5.11 (66) 

57.65 (69) 

Norway 

31.39 

45.59 

38.89 

25.72 

55.08 (33) 

53.71 (.36) 

UK 

38.69 

53,42 

43.81 

21.79 

25.65 (69) 

23,64 (77) 

USSR/Russ 

15.26 

20.11 

25.89 

28.15 

29.27 (3) 

21.44 (25) 

Gerinany 

12.28 

13.61 

13.33 

9.24 

12.75 (63) 

16.11 (63) 

Denmark 

5.07 

7.15 

8.70 

7.42 

11.53(40) 

12.69 (45) 

Italy 

10.33 

15.60 

17.95 

14,37 

11.69 (7) 

12 29 (18) 

Sweden 

7.25 

12.24 

6.63 

4.2,3 

.5.53(51) 

12.25 (76) 

France 

9.45 

18.14 

20.86 

13.71 

6.13(50) 

6,96 (.54) 

Newly Industrialised Countries 






Hong Kong 

0.99 

0..S9 

2.65 

11.33 

29.79 (89) 

31.08 (86) 

Korea (S) 

1.29 

2.39 

6.84 

11,77 

15 72(27) 

17.69 (4)) 

Taiwan 

1.69 

na 

na 

na 

10.54 (.36) 

11.67 (.34) 

Singapore 

0.55 

6.22 

12.55 

11 19 

7..52 (38) 

7.84 (.31) 

Oil Exportinft Countries . 






Iran 

0.17 

0.74 

i.93 

3.86 

8 62 (0) 

8.28 (0) 

Kuwait 

0.99 

1.67 

4.22 

.3.51 

4.65 (39) 

4 49 (22) 

S Arabia 

0.05 

0.28 

2.65 

5.25 

2.72 

3.43 (75) 

LesK Developed Countries 






China 

1.19 

4 25 

10.22 

15.92 

25.09 (20) 

27.39 (27) 

India 

3.78 

6.28 

9.45 

10 76 

10.78 (4) 

10.97 (6) 

Brazil 

2 42 

4.29 

7,.55 

10.04 

9.87 (4) 

9.75 (II) 

Philippines 

1.29 

1.21 

2.91 

7.57 

3.47 (5) 

3.82 (4) 

Indonesia 

0.75 

1.06 

1.86 

2.67 

2.39 (35) 

3 71 (32) 

Malaysia 

0.04 

0.49 

1.01 

2.58 

2.46 

2.96 

Pakistan 

0.76 

0.65 

0.63 

0.65 

2.52 (80) 

0..55 

Sri Lanka 

0.(K)4 

0.11 

0.1.3 

0.97 

0.53 

0.42 

Worid 

.326.1 

546.3 

682.8 

664.8 

.595.7 (43) 

640.6 (49) 


Note: Figums are based on flag of registration (vessels of 100 grt and over) except when followed 
by parentheses, in which ca.se they arc for the total fleet (vessels of 1000grt and over), including 
that under national flag as well as under flags of convenience (FOCs) Figures within 
parentheses are for the percentage of the tonnage under FOCs. 

Source: UNCTAD. Review of Maritime Transport (vanous years) 

Table 5 ' India’s Tonnage by Vessel Types 

{GRT million) 

Year 

Total Fleet 

Oil Tankers 

Bulk Carriers 

General Cargo 

Container 

Ships 

Other Types 

1970 

2.40 

0.29 

0:79 

1.22 

- 

0.10 

1971 

2.48 

0.29 

0.87 

1.21 

- 

0.11 

1972 

2.65 

0.29 

0.94 

1.31 

- 

0.12 

1973 

0.89 

0.31 

1.12 

1.32 

- 

0.14 

1974 

3.49 

0..53 

1.49 

1.31 

0.01 

0.14 

1975 

3.87 

0.66 

1.64 

1.43 

- 

0.15 

1976 

5.09 

1.13 

2.05 

. 1-74 

- 

0.17 

1977 

5.48 

1.15 

2.34 

1.83 

- 

0.16 

1978 

5.76 

1,13 

2.55 

1.90 

- 

0.18 

1979 

5.85 

1.12 

2,59 

1.95 

- 

0.19 

1980 

5.91 

1.14 

2.56 

2.03 

- 

0.19 

1981 

6.02 

1.17 

2.67 

2.02 

- 

0.17 

1982 

6.21 

1.26 

2.79 

1,99 

- 

0.17 

1983 

6.23 

1,29 

2.86 

1.88 

- 

0.21 

1984 

6.42 

1.32 

3.05 

1.80 

0.001 

0.24 

1985 

6.61 

1.70 

2.95 

1.64 

0.001 

0.31 

1986 

6.54 

1.78 

2,94 

1.45 

0.001 

0.36 

1987 

6.73 

1.79 

3.15 

1.38 

0.001 

0.40 

1988 

6.16 

1.71 

2,73 

1.28 

- 

0.44 

1989 

6.32 

1,67 

3.02 

1.13 

- 

0.49 

1990 

6.48 

1.66 

3.18 

1.11 

- 

0.52 . 

1991* 

6.43 

1.74 

3.06 

1.03 

- 

0.60 

1992* 

6.56 

2.02 

2.91 

0.98 

- 

0.65 


Notes: * As at December 31. 

Tonnage is on the basts of flag of registration, and does not take into account POC vessels. 
Source: UNCTAD. Review cf Maritime Tnmsport (various years). 
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Year 





>'uninierrupicd decline after 1980. when from 
its peak of 2.03M grt it fell ro 0.98M grt. 
in 1992. The story of stagnation and 
decline of Indian shipping after 1980 then 
is really the story of the rapid decline of 
liner tonmrge. which fell to less than haft its 
size in a dozen years. It is patent that 
India’s liner tonnage was decimated in the 
1980s. 

Ship tonnage does not count for every¬ 
thing in terms of utility in the carriage ot 
cargo, however. A change in ship technol¬ 
ogy can transform the efficiency of ships in 
carrying cargo as is abundantly evident with 
the development ol containcrships. The 
containerisation ot shipping is the most 
significant technological breakthrough since 
the invention of the .steamship in the I9ih 
century. It has made for a quantum leap in 
carrying capacity for a given .>hip tonnage, 
simply through facilitating rapid loading 
and unloading of liner cargo. Where earlier 
only some 60 tons could be loaded or 
unloaded per hour in break-bulk of>erations, 
containerisation allowed I ,(XX) tons to be so 
handled in the same time [Kilgour 1975:57). 
Containcn.sation advanced the efliciency of 
liner cargo vessels by enabling them to spend 
more lime in the actual carriage of cargo at 
sea than in loading and unloading operations 
at ports. While earlier the normal ratio for 
ship time spent at sea to that at port for liner 
cargo was 1:1, containerisation is said to 
have changed the ratio to 4:1. A decreasing 
tonnage therefore need not signify decline 
in carrying capacity, but may indeed point 
to increased efficiency as a result of tech¬ 
nological modernisation. This is, however, 
not the case in respect of India. For. the 
outstanding feature of the data in Table 5 
is the literal absence of containershtps in 
the Indian fleet, a situation which persisted 
right down to the end of 1993. This aspect 
certainly represents a massive failure in 
India's performance, underlining its acute 
marginalisation in the world of shipping. 
The enormity of this failure can be fully 
appreciated only by taking a closer look at 
the revolution wrought in the world of liner 
cargo shipping by containerisation. 


Container Revolution 

Container shipping began in the US, where 
the origins of this highly efficient but most 
capital-intensive technology lay in the 
attempt by A merit an carriers to overcome 
the serious comparative disadvantage of 
high labour costs. That it spread quickly 
to cover the entire globe in less than a 
quarter century testifies not only to its greater 
efficiency, but also to the capacity of the 
advanced economic powers to Impose 
economic arrangements corresponding 
essentially to their resource endowment on 
others with an entirely different resource 
configuration, and at tremendous cost for 
the laiier by way t^lSthc-cquipping their ports 
and domestic transport systems. To that 
extend, the advance of containerisation 
underlines the continued relevance of power 
and domination iti an economically 
interdependent world. Once the developed 
countries shitted to containerisation, the third 
world had no alternative but to submit to 
the structural compulsions of participation 
in a world trading system, and to move to 
containerisation even if only as shipper and 
not as shipowner. 

The march ol containerisation has been 
rapid, and has resulted in the restructuring 
of the world’s liner shipping industry, in 
the concentration of ownership, and in the 
reorganisation of its institutional arrange¬ 
ments. Little of this could have been 
suspected from its small beginnings in the 
mid-1950s. Malcolm McLean, the founder 
of Sea-Land Service, heralded the new age 
of container shipping in 1956 by starting 
container operations between New York and 
Houston (Texas), the single-handedly 
compelled the shipping industry, first in the 
US and then in the wor|fl. to accept his 
innovative concept. A decade later, having 
developed and expanded container services 
in the proiccncd trades of the US, Sea-Land 
began container services across the Atlantic 
to Europe in 1966. The following year, 
another American shipping company. 
MatsonNavigation.startedcontainer.scrvices 
across the PacifijC. Thereafter, container 


shipping spread rapidly. Its progress can be 
examined in terms of five 5ucces.sive phase 
(Takahashi 1992:48-49]. 

Phase I, from 1966 to 1970, reprc.scnts 
the birth of trans-oceiinic container services 
on the three ar|eriai east-west routes (trans- 
Atlantic, Irans-Pacific and Asia-Europe). The 
challenge for the traditional carriers was 
enormous and immediately set them on a 
course ol restructuring: ‘The substantial 
investment needed in containershtps, con¬ 
tainers and terminals demanded that the old 
established, conventional operators involve 
themselves in joint ventures, consortia and 
outright mergers in order to achieve the scale 
economies demanded by the new order”. In 
the UK, nine important liner companies 
transformed themselves into consortia, else¬ 
where in Europe new groups such as Hapag- 
Lloyd and CGM arose, and in Japan its “big 
six" lines hastened to set up joint services 
both among themselves and with foreign 
lines [Webb 1987:18-201, 

Phase 2, from 1971 to 1975, features the 
continuous growth of container capacity in 
the trades among the OECDcountries (North 
America, Europe, and Japan), replacing the 
conventional mode of break-bulk shipping. 
It demonstrates the amval of container 
shipping as the .settled mode of carriage of 
liner cargo, not a passing fad of American 
inspiration. One indicator of this change was 
the launching of container shipping on a 
course of building vessels of target and 
larger capacity and higher and higher speed. 
The earliest containerships were simply 
conventional ships that had been converted 
to carry containers. Later, cellular vessels 
dedicated solely to the carriage of containers 
were purpbsively built. McLean in 1969 
figured that size and speed were, in the 
words of one observer, “the twin keys to 
enhanced productivity*'. The “first genera¬ 
tion” of containerships had a capacity of less 
than 1,000 leu (20 fcHU equivalent units) 
while the "second generation” vessels were 
of 1.300-].4(K) leu capacity. But in 1969 
some carriers ordered “third generation” 
vcs.sels of 2,5(X)-3,(K)0 teu capacity; often 
referred to as “motherships”, these large 
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ships visited only a few mainline ports that 
werct in turn, served by feeder vessels in a 
given region. Later, “fourth generation” 
containerships of 3,000-4,000 teu capacity 
entered service. Depending on requirements, 
ships were built with fast speeds of 20, 25, 
30 or more knots (Gibney 1987:22-23J. The 
higher speeds further enahanced the effi¬ 
ciency of container shipping by facilitating 
quicker turn-around of vessels. 

Phase 3, from 1976 to 1985, marks the 
drive to, and achievement of, maturity by 
container shipping, with container 
penetration reaching levels of 75 per cent 
on the average in liner cargo trades. Indeed, 
on the main arterial (cast-west) routes, along 
which flowed some 60 per cent of liner 
cargo, penetration was at the possible 
maKimum of 95 per cent [Webb 1987:18]. 
The world of liner shipping thus stood 
profoundly revolutionised. It was, however, 
transform^ in other respects as well. The 
first waveof expansionof container shipping 
during Phase 2 had been led by OECD 
partners (US. Europe, and Japan), with the 
US as the leader. Now, during Phase 3, 
canriers from Hong Kong, Singapore, South 
Korea and Taiwan joined in with fervour. 
Unexpectedly, several of them expanded 
rapidly and rose fast up the ladder of top 
carriers. The resulting explosion of capacity 
eroded the US position. Meanwhile, in 1985 
Lines and Evergreen Line (Taiwan) started 
round-the-world (RTW) services along the 
mam arterial routes [Kim I987J. They were 
soon joined by others, while around ihc 
same time still others launched pendulum 
services swinging between US, Europe and 
Asia, or even further to the US west coast. 
Such through serviccson fixed-day schedules 
along the easi-west axis served to drain the 
cargoes of end-to-end services between the 
different regions. 


Phase 4, from 1985 to 1989, represents 
a period of great turmoil in the liner cargo 
industry. This was the inevitable consequence 
of the colossal expansion in container 
capacity during the preceding phase and the 
unrestrained competition that followed it a.s 
containerisation reached saturation levels 
and capacity grew faster than trade expansion, 
particularly with the downturn in world trade 
following the second OPEC oil price hikes. 
The earlier discipline over competition in 
the market di.sappeared as the conferences 
weakened under the pressure of the rise of 
independent carriers, outside the discipline 
of conferences. For, with the achievement 
of maturity of container shipping the 
independent carriers, who may have 
traditionally managed to get less than 10 per 
cent of the trades, came to take control of 
huge shares of the trades, at times close to 
half (Gaskell 1990:133-37] and perhaps more 
than half in the north-south trades. Without 
the moderating influence of the conferences, 
competition was unu.sualiy severe. In the 
cn.suing .struggle over survival of the fittest, 
freight rates fell, carriers suffered heavy 
losses, and many shipping compaics with 
well known old names were driven to the 
wall. Particularly striking was the bankruptcy 
of US Lines. It wa.s a traumatic period for 
liner shipping. 

Phase 5, which began around 1990, marks 
ihc turn to consolidation and rationalisation. 
Chastened by the turbulence of the earlier 
period, the liner industry moved from 
competition and confrontation over market 
shares to co-operation (read: coitelisation). 
This wa.s accomplished through the 
mechanism of stabilisation agreements, 
which sought to place restraints on capacity, 
indeed to reduce capacity, so a,s to firm up 
and increase freight rates and thus avoid 
losses and possible liquidation. The 


Transpacifte StnWtiiitd^ion Agieem6f|t(T8A) 
for the largest deep-sea coi^tier maAet In 
the world was reached In early 1989, and 
was followed In 1992 by the Trans-Atlantic 
Agreement (TAA) - which succeeded the 
earlier failed Eufocordeagreement - and the 
Europe Asian Trades Agreement (EATA). 
**1992 will go clown as a watershed in (he 
areas of both indu.stry concentration and 
organisation**, noted ihc BiMCO BuHeihu 
*'Thc traditional order of conferences has 
now ceded ground and authority to, 
stabilisation agreements on each of the 
volume axial routes, but the replacement 
of confrontational market shares strategies 
by co-operative capacity management 
programmes has come too laic for some 
second rank lines" [BfMCO Bulletin 
January-Fchruary 1993). Thcstahili.sation 
agreements, incorporating both conference 
carriers and independent operators, were 
in reality cartels which looked suspiciously 
like the closed conferences of old, covering 
as they did close to 80 or 90 per cent of 
the tradc.s of their respective areas. 

The drive toward oligopoly in the liner 
shipping indu.stry, as a rc.sult of its transfor¬ 
mation and re.structuring under the impact 
of containerisation, is manifest in the in¬ 
creasing concentration of container capac¬ 
ity. Whereas in 1982 the top 20 carriers 
controlled 31 per cent of containcri.sed 
shipping [Winkler 1993:17-181, their share 
climbed to 38.8 per cent in 1990, to 41.9 
per cent in 1992, and then again to 43.7 per 
cent in 1993 [Fosscy 1993:32-39]. Given the 
fact that the top carriers continue to order 
“fifth generation" containerships of 4,000- 
5,000 tcu capacity (Tabic 7), (hat share is 
likely to increase further. On the ba.sis of 
their present order position, the share is 
expected to be 44.8 per cent by 1995. The 
entrenchment of these powerful carriers is 
going to make future entry of new container 
shipping services by third world countries 
extremely difficult, us the established firms 
are likely to treat them as intruders. 

Table 6 lists the top 20 container carriers 
in 1993. Four among them, each with a 
capacity of over 1,00,000 tcu or more, 
constitute the **megacarrier$’* of the trade: 

(1) Maersk Line (Denmark), with the largest 
and relentlessly-expanding container 
service empire in the world and referred 
to as the **Big Blue** of shipping, is respected 
for its culture of high-speed service and 
reliability; (2) Sea-Land Service (US), which 
transformed the world of liner shipping with 
Its innovation of container service, earlier 
occupied the top rank for many years; 

(3) Evergreen Line (Taiwan), which entered 
container service only in 1975, expanded 
with breakneck speed, and dominated 
container shipping during the 1980s; and 

(4) NYK Lin^SK Line (Japan). Other 
major carriers with 75,000 teu capacity and 
over include; (5) Mitsui OSK Line (Japan); 
(6) P and O Containers (UK); (7) K Une 
(Japan); (8) Hanjin Shipping Company 
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uScKiiti Korea); am) (9) Ncdlloyd UncK Xthe 
Netherlamb). Although acntie changes may 
lake place in the ranking of the ttidtvidual 
players, the group of 20 as a whole is likely 
to remain stable in the next few years, 
given the existing order position lor new 
capacity (Table 7). In the meantime, the list 
demonstrates the tremendous diffusion of 
container shipping outside the preserve of 
OECD countries, and testilles to the weakness 
of dependency theory, which could not have 
posited the rise of new powers in the shipping 
arena from the traditional periphery. As Table 
8 well illustrates, Asia now controls alnruist 
half of the world's container carrying 
capacity, compared to 29.7 per cent with 
Europe and 13.6 per cent with the US. 

The concentration in the industry is not 
only manifest in the capacities accumulated 
by the major players, hut beyond that it is 
evident in the consortia arrangements that 
exi.st among them. An example of such 
consortia is the agreement in 1993 between 
Maersk line, Sea-Land and P and O 
Containers - which, as *'lhc strongest 
combined group in container shipping", were 
already co-operating to varying degrees in 
transatlantic, trunspacific and Europc-Fur 
East trades-to co-operativcly provide a 
weekly service in ihc US-Middle East-lndia 
trade via and Suez [Winkler 1992:56-57]. 
Another example is the ugreement among 
Nippon Yu.sen Kaisha(NYK), Hapag-Lloyd 
and Neptune Orient Lines to provide joint 
service on the East Asia-North America- 
North Europe route via Panama [Winkler 
1994:77-781. Still another example is ihe 
announced intention in 1994 to form an 
alliance among American President Lines 
(APL). Mitsui OSK Lines, Ncdlloyd Lines, 
and Orient Overseas Contai ncr Line ((XXTL); 
similar is the plan ot K Line (Japan) and 
Hyundai Merchant Marine (South Korea) lu 
lorm a global alliance \BIMCX) Btdietm, 
June 19941. 

CONTAINERSHIPS AND TlIK MaRCiINALISATION 

OF India 

Notwithstanding the frenetic pace with 
which national fleets, including those of 
several Asian countries, took to acquisition 
of containerships for carrying liner 
cargo, the impressive fact about the 
revolution in liner shipping is that India's 
fleet strangely remained immune to 
containerisation. Some tepid effort at 
acquiring a token tonnage was made in 
1973 and the mid-1980s, but even this 
attempt petered out quickly. It was not 
until the container revolution was way into 
the stage of consolidation and rationalisa¬ 
tion during Phase 5 that India's public 
scctorcarrier acquired in 1994 three cellular 
containerships of 1870 leu capacity each 
for the India-Europe trade. Throughout the 
period of the container revolution, India 
remained a bystander and an object, rather 
than a subject, of container services. 


The abject performance of India in 
container shipping is reinforced by a 
comparative hx^k at cuher maritime countries 
in Asia. Table 9 provides data by five-year 
intervals from 1975 to 1990 (plus 1992) on 
contatnership tonnage in the fleets of several 
A.stan axintries (plus Brazil). The table show.s 
India literally bereft of any containership 
tonnage over a long period. Except for 1985, 


when the country had about LOGO grt 
tonnage, the entry for other years is zefO. 
While Iran, Paki.stan and Sri Lanka provide 
a repeat of the Indian performance, the 
experience of several other countries displays 
an instructive contrast. In 1970, exce^ for 
Japan, no country in Asia had any 
containership tonnage. By 1975, South Korea 
and Singapore had made a significant entry 


Table 6: Top Twenty Container Carriers. 199.1 


Operator 

Country/ 

Region 

Total Canacitv 

No of Shins bv TEU Size 

Ships 

Nos 

Capacity 
in TEUs 

3500 3(K)0- 2.50(V 

Plus. 3499 2999 

2000 - 

2.500 

Maersk 

Denmark 

92 

1,74,088 

14 

11 8 

7 

Sea-Land 

USA 

81 

1,47.765 

12 

12 

7 

Evergreen 

Taiwan 

73 

1,44.140 

2 

11 20 

- 

NYKTSK 

Japan 

7.1 

1 ,22,1.10 

. 5 

5 9 

6 

Mitsui OSK 

Japan 

6.1 

91,015 

4 

12 

3 

P and O Coniuiners 

UK 

41 

80,984 

6 

4 2 

7 

KUne 

Japan 

46 

80.168 

- 

8 8 

5 

Hanjin 

Korea (S) 

33 

77,.198 

4 

18 

- 

Ncdlloyd 

Netherlands 

47 

75,938 

5 

6 

1 

Ziin Israel 

Israel 

53 

71,.397 

- 

7 3 

2 

APL 

USA 

.19 

69,527 

6 

7 2 , 

4 

Hapag-Lloyd 

Germany 

29 

6 .1,222 

6 

1 1 

1 

Noplunc Oncni 

Singapore 

.14 

59,208 

3 

3 .1 

5 

COSCO Shanghai 

China 

58 

58,576 

- 

6 

- 

Yangming 

Taiwan 

23 

56,330 

3 

8 

- 

CK)CL 

Hong Kong 

22 

53,074 

- 

8 7 

- 

United Arab 

Gulf 

51 

.50.371 

- 


9 

Mediterranean 

Switzerland 

43 

4.1.991 

- 

- 

1 

Hyundai 

Korea (S) 

12 

40,359 

5 

6 

- 

DSK Lines 

Germany 

34 

.17.388 

- 

8 

- 

World Tolal 


5199 

3.663,749 




Total Top 20 


960 

1.600,261 (43.7 per ccni) 



Source John Fosscy, Top 20 Boosi Share'. 

Contatnen union Internutumal, November 1993, 

pp 32-19 Data is as of September I. 1993. 




Tabli: 7- Top 20 Carriers Ranked By Contracted Orders, 1993 



Total Capacity 






Ships 

Tonnage 





Operator 

Nos 

in TEUs 

Orders by Ship Size (in TEUs) 


COSCO Shanghai 

14 

51.860 

6x3800, 

4x.k;65; 

4x3500 


Maersk 

6 

34,700 

5x4800. 

lx.1424; 

.1x1542, 

2x1325 

Evergreen 

8 

.13,8.12 

8x4229 




APL 

6 

28.800 

6x4800 

• 



Neptune Orient 

6 

26,.106 

4x4.192; 

2x4169 



Mitsui OSK 

5 

24.000 

5x4800 




CMA [Francel 

7 

23,2.50 

2x3400; 

4x33<X); 

lx.12.50 


NYK Unc 

4 

18,208 

3x4800; 

1x3808 



Sinotrans 

8 

15.920 

4.2480. 

2 x22(K). 

2x8(X) 


Norasia Line 

5 

14.136 

1x3000; 

4x2784 



Haniin Shipping 

3 

12,072 

3x4024 

• 



TMM [Mexico] 

5 

11,980 

5x23% 




Wan Hat Line 

7 

9.30.5 

7x1329 




Senator Lime 

3 

9,075 

3x3025 




Hapag-Lloyd 

2 

8.844 

2x4400 




P and O Conlainers 

2 

8,076 

2x4038 




Nedlloyd Lines 

2 

7.9(X) 

2x3950 




Ivamn Lines 

4 

6,678 

2x1827; 

2x1512 



Scaran-Delmas 







Vicljcux 

3 

6,600 

3x2200 




Conishtp 

4 

6,3% 

4x1,599 




World Total 

4.36,890 





Total Top 20 

3,33,9.16 (76.4 per cent) 





Sniircr: John Fossey, Top 20 Boost Share', Conuiinerisaiion hiernattiHwl, Noveniber 1993, 
pp 32-39. Data is a.s of September I, 1993. 
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and by 1980 Hong Kong, Malaysia and 
Kuwait had joined them with substantial 
capacity while China had made a token 


Table 8: Top 20 Carriers by Fleet and 
Orders: Regional Shares 

(Per CenO 

Region 

Current Fleet 

Capacity on Order 

Asia 

49.1 

72.6 

Europe 

29.7 

15.1 

USA 

13.6 

12.3 

Others 

7.6 



SrittixT*. John Fosscy, Top 20 Boost Share*, 
Containerisaiion InicrnutumuL Nov¬ 
ember 1993, pp 32-39. Data is as of 
September 1. 1993. 


appearance. By 1985, the group liad 
expanded to include Indonesia, Philippines 
and Brazil. No new country joined the group 
thereafter, while India's tonnage of a mere 
1.000 gft disappeared. By 1992, Singapore, 
South Korea. China and undoubtedly Taiwan 
(although it docs not appear tn the table) had 
assumed a commanding position among 
A.sian fleets, with each possessing about a 
million or more grt in containerships. In 
contrast, India did not effectively enter the 
field of containerships until 1994; it remains 
to be seen how India will be able to 
overcome the handicap of having to succeed 
with such a late start in the face of the 
entrenched domination of world shipping 
by foreign operators. Strangely, this entry 


Tablg 9: Comparative Statement on Container Ships under National Regestry 

m at July I) 


iVOOGRl) 



197.5 

Tonnage 

1980 

Tonnage 

1985 

Tonnage 

1990 

Tonnage 

1992* 

Tonnage 

Hong Kong 

- 

259 

311 

559 

787 

Korea (S) 

18 

278 

325 

668 

1127 

Singapore 

5 

449 

603 

951 

1232 

Iron 

- 

- 

- 

- 

- 

Kuwait 

- 

83 

265 . 

1391 

86 

Saudi Arabia 

- 

- 

83 

67 

67 

China 

- 

4 

327 

846 

968 

India 

- 

- 

1 

- 


Brazil 

- 

- 

44 

87 

147 

Philippines 


- 

28 

61 

99 

Indonesia 

• 

- 

59 

77 

83 

Malaysia 

- 

106 

189 

198 

321 

Pakistan 

- 

- 

- 

- 

- 

Sri Lanka 

- 

- 

- 

- 


Worid 

6226 

II274 

18364 

23799 

29162 


NoI€x\ * as at December 31. 


Regrettably, comparable infonnaiion on Taiwan i.s not available. 
S^fun^: UNCTAD, Review of Maritime Transport (vanous years) 


Table 10: Tonnage by Ship Types for Selected Countrihs based on Flag of Registration 

(in million (iH'F) 


Year 

Total Fleet 

Oil Tankers 

Bulk Corners 

General Cargo 

Container 

Ships 

Other Types 

World 

1990 

417.59 

128.08 

130.66 

79 64 

23.79 

55.42 

1991 

435.31 

134.51 

134.08 

80.13 

26.79 

59.81 

1992 

444.87 

138.73 

133.29 

81 78 

29.16 

61.89 

China 

1990 

13.89 

1.73 

4,91 

5 60 

0.85 

0.82 

I99t 

I.T78 

1.63 

5.19 

5 10 

0.91 

0 95 

1992 

13.90 

1 72 

5.45 

4.78 

0.97 

0.98 

Korea (S) 

1990 

7.78 

0.58 

4.71 

1.05 

0.67 

0.77 

1991 

7.81 

0.53 

4.40 

I.OK 

1.02 

0.78 

1992 

7.41 

0.61 

3 84 

1.03 

1.13 

0.80 

Indonesia 

1990 

2.18 

0.58 

0.14 

0.93 

0.08 

0.46 

1991 

2.36 

0.59 

0.15 

1.04 

0.08 

0.51 

1992 

2.37 

0 ..S8 

0.16 

1.05 

0.08 

0.48 

Malaysia 

1990 

1.72 

0.18 

0.35 

0,46 

0.19 

0.-54 

1991 

1.84 

0.24 

0.36 

0.39 

0.27 

0.58 

1992 

2.05 

0.26 

0.44 

0.43 

0.32 

0.60 


Stn»rce\ UNCTAD. Review of Maritime Transport (various years). 


te maMOl Mdts was viewed 
witk iMMiMile in wmm eyes insolence, 
by cmlin: arc unstated 

hints of irritation at SCI having injected 
around 40,000 teu each way annual 
capacity” [Eller 1994:44-491. 

The marginalisation of India in respect of 
container carrying capacity is. no doubt, 
damaging for national shipping and the 
national economy inlhut container cargo is 
high-value cargo. However. India's 
marginalisation went beyond the mere 
absence of such capacity, for the container 
revolution had a profound impact in other 
respects as well. During Phase 4, the 
restructuring of the industry proceeded 
further so as to transform the organisation 
of liner cargo shipping on the main arterial 
routes, with the “motherships” of a select 
tew major players touching at a few mainline 
ports and relying on “icedenng" with smaller 
vcs.sels through a hub-and-spoke system for 
the regional trades. One area particularly 
affected was much of the southern rim of 
Asia; as the Lloyd\s Shipping Economist 
(LSE) remarked in 1990: “There arc few 
regions of the globe where the hub/feeder 
container transpiirt system does not feature 
to any significant degree, but it is in south 
and .south-east Asia, extending from Suez 
to the China Sea, where the modem concept 
of fccdcring has really come into its own" 
(July 1990), The change look place with 
astonishing speed; as the same journal had 
noted a year earlier; “in the space of four 
years, these trade routes have been totally 
transformed by shipping lines which have 
redefined their .service operating strategies 
to the extent that they arc fast becoming 
interlinked with each other and with the 
busy Europe-Far East mainstream container 
trades" (September 1989) 

Two con.scquenccs followed from the 
change. One, India did not escape the 
container revolution but, in the absence of 
a vigorous and watchful slate policy, the 
revolution was carried out by foreign rather 
than Indian lines. As LSE pointed out in 
1986. because of the “relatively unrc.siricted 
markets" of India, unlike those of South 
America, “the big European carriers and US 
operators have containerised their services 
independently of indigenous companies” 
(October 1986). In “the aggressive expansion 
of their .services” that tbllowed, the foreign 
lines came to “dominat(e] (he Indian maritime 
sector” [Balasubramanian 1993:55-571. It 
is sometimes averred that India could not 
go in for container shipping because of the 
lack of adequate cargo generated by the 
country. However, it was not so much a 
question of inadequate cargo than that a 
multitude of foreign lines simply grabbed 
the available cargo. The impact on Indian 
liner shipping, as will be soon apparent, 
was devastating. 

Two, because of the inadequacy and 
inefficiency of (he logistics infrastructure 
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uKder mie administraiion* India was alsit 
marginalised on the main shipping lanes as 
It was avoided by mainline ships. A huge 
subcontineni thus came to he served ihrtmgh 
teeddr services from transhipment pons at 
Singapore and Colombo and tnhers in the 
Gulf. With the massive shift to feeder 
operations, end-to-end .services to the 
subcontinent were drastically reduced; in 
the words of LSE, 'Ihc general trend on 
East-West liner routes has been m view 
southern Asia as a glorified way port*' 
(October 1986). 

Onil-R STRlim»RAl Imuai.anci.s 

Vessel 7 vpes: There can be no sol Idrmula 
tor all countries as to the pixiportions in 
which their fleets include the various lyiws 
of vessels, tor that would depend on their 
own import undcx|X)rt needs. Still, it is clear 
thal India's fleet has been and continues to 
be sirongly unbalanced, though the sources 
of imbalance may have changed over time. 
In 1970. by which time India hud acquired 


a .substantial overall tonnage, the country 
sorely lacked tonnage in oil tankers 
(Table 9). which constituted only I2J per 
cent of the overall tonnage as against 32.9 
per cent for bulk carriers and 50.8 per cent 
for liner cargo vcs.sels. The industry’s 
structure was thus heavily imbalanced in 
favour of liner cargo. By 1980 and 1990, 
there had been substantial advance in the 
proportion of tonnage for oil tankers (19.3 
per cent and 25.6 per cent) and also in that 
of bulk carriers (43.2 per cent and 49.1 per 
cent). On the other haneJ. there was a dramatic 
fall in liner cargo capacity (.34.4 per cent and 
17.1 per cent). The imbalance among the 
diflcrent vessel types within the total Indian 
tonnage diics not necessarily lie in these new 
pn iporlions. however, rather, more .seriously, 
n lies in the item that is altogether aKsent 
from Table 5 - coniuincrships. The sleep fall 
in liner cargo capacity is related precisely 
to the failure to acquire container carrying 
capacity, and truly reveals the di.sastrous 
impact of the container revolution on Indian 
shipping in the absence of an adequate state 


policy. By way of comparison. Table 10 
provides data on tonnage by ship categories 
for the world as a whole and for several 
Asian countries. This table reinforces the 
picture of imbalance in the Indian fleet 
compared to that of the world a.s a whole 
andas wclltothatofChina, Korea, Indonesia 
and Malaysia. 

OxrrseasmdOwstalShippmf^'Ambnldxwx 
al.so characterises the distribution of Indian 
tonnage as between overseas shipping and 
coastal shipping, for the figures for total 
Indian tonnage since 1970 have largely 
coincided with those for its overseas 
tonnage. At the end of second world war, 
Indian tonnage wa.s entirely coastal. Since 
then, it is overseas shipping thai has 
expanded while coa.sial shipping has by 
and large languished. As a .share of total 
tonnage, coastal shipping has therefore 
understandably been in decline. Its share in 
I960, 1970, 1980 and 1990 was 37.32 per 
cent, 10.43 per cent, 4.46 per cent, and 8.68 
per cent, respectively (NCAER 1993:119]. 
Coastal shipping in ab.solutc tonnage has 


Tabu: 11 . Distkirution ot Indian Viissrus and ToNNACit by CARRinR.s 
(Million GKT a.s at IJ)cccmbcr 31) 


Firm 



IV70 



1975 





1980 




Total 

l)versca.s 

Total 

Oversca.s 


Total 


Overseas 

No 

CRT 

No 

GRT 

No 

GRT 

No 

CRT 

No 

GRT 

No 

GRT 

SCI 

76 

0.82 

65 

0 74 

129 

2 28 

112 

2.1,3 

146 

2 94 


131 

2.82 

Jayonti 

16 

0 29 

16 

0 29 

- 

- 

- 

- 

- 

- 


- 

- 

Scindia 

39 

0.3.3 

36 

0 34 

46 

0 53 

45 

0 53 

40 

0.55 


40 

0.55 

India 

IS 

0 IS 

IK 

0 15 

22 

0 21 

22 

0 21 

20 

0.20 


19 

0.19 

GES 

14 

0.17 

n 

0 16 

20 

0.32 

20 

0.32 

16 

0.37 


16 

0.37 

South India 

5 

0.12 

5 

0 12 

6 

0.15 

6 

0.15 

6 

0.15 


6 

0.15 

Rainakar 

5 

0.07 

3 

0.05 

6 

0 09 

6 

om 

6 

0.09 


6 

0.09 

Chowgule 

s 

OOS 

2 

0.05 

4 

0 09 

3 

0.08 

5 

0.16 


5 

0.16 

Dempo 

5 

0 08 

5 

0.08 

7 

0 13 

7 

0 13 

8 

0 16 


8 

0.16 

Surrendru 

5 

0.04 

5 

0.04 

5 

0 04 

5 

0.(U 

4 

0.04 


4 

0.04 

Mogul 

4 

0.03 

3 

0 02 

17 

0.19 

II 

0.15 

16 

0 19 


13 

0.18 

Dainodor 

4 

0.06 

\ 

0.03 

3 

0 08 

3 

0 08 

7 

0.16 


7 

0.16 

Essar 

- 

- 


- 

1 

ium 

1 

0.(K)4 

5 

0 ()2 


0 

0.00 

Land T 

- 

- 


- 

- 

- 

- 


- 

- 


- 


Total India 

2S(> 

2,39 

181 

2 15 

330 

4 46 

230 

4 09 

383 

5.68 


325 

5.43 

(No of ririii.s) 

(37) 


(19) 


(41) 


(23) 


(62) 



(42) 






1985 






1990 






_ Total 



Overseas 



Total 




Overseas 



No 


CRT 

No 


CRT 

No 


GRT 


No 


GRT 

SCI 

144 


.3.21 

122 


3,06 

127 


2.96 


103 


2.81 

Jayanli 

- 


- 

- 


- 

- 


- 


- 



Scindia 

28. 


0 42 

28 


0 42 

13 


0.23 


13 


0.23 

India 

l.^ 


0 16 

15 


0.16 

20 


0.21 


20 


0.21 

GES 

22 


0.43 

18 


0.43 

37 


0.61 


29 


0.61 

South India 

8 


0 19 

8 


0.19 

9 


0.22 


9 


0.22 

Rainakar 

6 


o.n 

6-- 


0.1.3 

4 


on 


4 


0.11 

Chowgule 

7 


0.23 

7 


0 23 

11 


0.23 


7 


0.22 

l>mpo 

4 


0.09 

4 


().()«) 

1 


0.01 


1 


0.1 

Suirendra 

5 

. 

0 07 

5 


0 07 

9 


0 17 


9 


0.17 

Mogul 

12 


0.1.3 

it) 


0.15 

- 


- 


- 


- 

Damodar 

4 


0.11 

. 4 


0.11 

3 


0.09 


3 


0.09 

Essar 

14 


0.11 

2 


0.05 

24 


0.25 


7 


0.14 

LandT 

5 


0.09 

.3 


0.09 

5 


0 09 


5 


am 

Total India 

368 


5.9.3 

27.3 


5.65 

418 


6.03 


256 


5..50 

(No of finns) 

(.34) 


* 

(36) 



(59) 




(30) 




StHtrve: Based on information in India. Directonuc General of Shipping. 'Statement Showing Ptuiiculars of Indian Tonnage* (typescript; Bombay; vanoas 


years). 
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been largely stagnant; the figures tn thousand 
git for the same years are 315,250,253 and 
523. The increase in tonnage evident in the 
1990 figure seems to mark a departure from 
the long-term trend, but is explained to a 
great extent by the appearance on the Indian 
scene of offshore vessels to service the 
Bombay High undersea oilfields. 

Ownership: Again, imbalance is (he chief 
characteristic of the ownership structure of 
India's shipping industry. Since at least the 
mid-1970s, the public sector has occupied 
a hegemonic position in the Indian merchant 
fleet. The private sector had pioneered 
Indian shipping before independence, in a 
valiant struggle against entrenched British 
shipping interests. On the other hand, the 
public sector appeared in shipping only after 
independence, largely for ideological 
reasons. The state's role expanded after the 
adoption of the Industrial Policy Resolution 
of 1956 and (he Second Five-Year Plan 
(1956-61). The present public .sector giant. 
Shipping Corporation of India (SCI), was 
formally established in 196 i out of the merger 
oflwo predecessor corporations, oncof which 
had bron founded as early as 1950. A 
couple of private sector firms. Jayanti 
Shipping and Mogul Line, were also 
nationalised and eventually merged into 
SCI, the merger of the former taking place 
in 1973 and that of the latter in 1986. By 
1980, even without Mogul Line, SCI with 
its diversified fleet had come to dominate 
Indian shipping tike a colossus, holding 
more than 50 per cent of the country’s 
tonnage. SCI's share in the national llect 
rose even higher by 1985. standing at 54 per 
cent. Subsequently, even after the merger of 
Mogul Line, its share fell to 49 per cent by 
1990, as a result of scrapping ot over a 
million gri as part of a rationalisation drive 
during the 1980s. Still, even the largest 
among the private sector shipping firms arc 
but* pygmies in (he presence of the public 
sector leviathan. 

While there were nearly 60 shipping firms 
in 1990, the major players, besides SCI, 
especially in overseas shipping, were only 
three: Scindia Steam Navigation and India 
Steamship in liner cargo, and Great Eastern 
Shipping (GES) in bulk cargo (Tabic 11). 
Scindia, with the mantle of its historic 
identification with the Indian nationalist 
movement, was the premier shipping line in 
the private sector, at least (ill 1980; prior to 
independence, *‘in fact, for nearly three 
decades Scindia was Indian shipping" 
(Jog 1969:155]. Heavily committed to liner 
cargo services, the carrier failed to diversity 
and was battered by the rcce-ssion of the 
1980s as well as by changes in the structure 
of (he world shipping industry following 
containerisation. Its growing financial crisis 
finally led the government to take over its 
management in 1987. India Steamship, too, 
has faced ditficult tunes since the recession 
but has managed to stay afloat. GES, founded 
in 1948 after indq^endcnce, has pnispered 


under ah able management, and is now the 
leading carrier in the private sector. Other 
established but less well known carriers 
include South India Shipping and Chowgule 
Steamships. A new aggressively expanding 
carrier, large dedicated to transport of bulk 
ores to captive plants on the coast, is Essar 
Shipping, part of a growing industrial 
conglomerate. 

With the parlous condition of the two 
liner cargo shipping firms in the private 
sector (Scindia and India), the public 
sector's SCI is the only shipping firm left 
with sufficient muscle for a possible role 
in India'.s liner cargo trades. That much is 
clear from the very structure of the Indian 
shipping industry, which thus places on it 
the burden of meeting the challenge of 
f oreign consortia of container carriers. For 
some, that may not neces.sarily bode well 
for the future, for the pa.st failure of Indian 
shipping in respect of container carrying 
capacity is al.so the failure of SCI. In any 
case, SCI faces an uphill task, given the 


exisitng low and falling shares of Indian 
shipping in the country's trades. 

DisTRtsunvE Analysis: Rise and Pall in 
Market Shares 

The purpose in acquiring tonnage is to 
obtain a share of the cargo traded. How has 
the Indian shipping industry performed in 
this sphere? As stated earlier, Indian 
shipping at the end of second world war 
had literally no participation in the country's 
foreign trade. As independence neared, it 
ventured overseas, and after independence 
the pace of its participation increased. As 
a result, its share in Indian cargoes grew. 
By the early I96().s. the share of Indian 
shipping in total cargo traded (imports and 
exports) by weight had reached the level 
of around 10 per cent (Table 12 and 
Graph 4). There was slow but consistent 
i.'nprovcment during the remainder of the 
1960s, with the average share for the decade 
as a whole being 13.2 per cent. The share 


Table 12: Share of Indian Carrier.s in India's Total Ovcrsi as Trade 

(Miiliofi tofuw) 


Exports _ _ Imports _ Ex port.s and linport.s 


Year 

Total Cargo 
Actual 

Indian Share 
Per Cent 

Total Cargo 
Actual 

Indian Share 
Per Cent 

Total Cargo 
Actual 

Indian Share 
Per Cent 

1960-61 

6.6.3 

13.7 

17.86 

7..3 

24 49 

9.0 

1961-62 

6.69 

15.4 

16.53 

9 5 

23.22 

112 

1962-63 

14.62 

8.7 

18.99 

8.2 

.33 61 

8.4 

1963-64 

13.99 * 

12 0 

19.76 

9.2 

33 74 

10.4 

1964-65 

15.06 

11.5 

22 53 

10.9 

,37.59 

11.2 

1965-66 

19.34 

10.8 

23.70 

14.7 

43.04 

12.9 

1966-67 

20 86 

13.7 

25.19 

12.9 

46.05 

13 3 

1967-68 

23.27 

16.7 

26.33 

14.6 

49.60 

15 6 

1968-69 

25.19 

19.4 

26.67 

17.5 

51.87 

18.5 

1969-70 

26.87 

20.7 

21.66 

22.8 

48.52 

21.6 

1970-71 

30.09 

19.3 

22.45 

20 5 

52 54 

19.8 

1971-72 

28.53 

16.2 

25,93 

16.8 

54.47 

16.5 

1972-73 

30.03 

19.4 

25.77 

184 

55.80 

189 

1973-74 

32.48 

18.7 

30.03 

26 4 

62 51 

22 5 

1974-75 

30.92 

20 1 

.32.01 

35.4 

62.93 

27.9 

1975-76 

31.84 

20.1 

30 11 

510 

61.95 

3.5.1 

1976-77 

35.39 

21.7 

28.89 

64.9 

64.29 

4M 

1977-78 

31.89 

26.4 

26,32 

54 9 

58.21 

.38.2 

1978-79 

30.92 

19.8 

32.01 

52.2 

62.92 

.36.3 

1979-80 

U.72 

17.7 

36.49 

45 0 

71.21 

.31.7 

1980-81 

32.9.3 

15.7 

41.99 

45.3 

74.9.3 

32.3 

1981-82 

35.01 

18.1 

42.08 

41.8 

77.08 

31.0 

1982-83 

31.67 

20.5 

43.15 

55.5 

74.81 

40.7 

198.3-84 

33.02 

21.6 

41.77 

55.2 

74.79 

40 3 

1984-85 

37 06 

20.8 

43.72 

48.7 

80.78 

359 

1985-86 

39.59 

18.9 

46.83 

48.4 

86.42 

34.9 

1986-87 

41.61 

19 7 

4S 

54.4 

87.13 

.37.8 

1987-88 

39.68 

19.9 

50.25 

57.1 

89.93 

40.7 

1988-89 

45.48 

16.6 

56.47 

48.4 

101.95 

34.2 

1989-90 

49.01 

19.5 

57.75 

49.6 

106.76 

.35.8 

1990-91 

48.78 

18.8 

60.57 

49.0 

109,35 

35.5 

1991-92 

51.26 

21 6 

60.54 

49.5 

111.80 

36.7 

1992-93 

47.11 

16.3 

7.5.19 

46.5 

122.30 

34.9 


Sou nr \': Figures up to 1989-90 are from National Council of Applied Economic Research 
(NCAER). Indian Shipping tndustry: Retrospect and Prospect (New Delhi: NCA6R. 
199.1). p 122. 

For 1990-91, from personal communication of November 8, 1994 from Indian National 
Shipowners' Association (I NS A) 

For 1991-92, from Indian Shipping, Vol 45, Nos 1-2 (1993), p 38. 

For 1992-93, from INSA, Annual Review 1991-1994 (Bombay: INSA, J994). p 39. 
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improved fuither during the t970s, with 
the hverftge for the first half of the decade 
standing atll.l per cent, and for the second 
half at 36.5 per cent. The 1980s, with an 
average share of 36.4 per cent, largely 
represented a continuity with the second 
half of the preceding decade. The first 
three years of the 1990s showed a slight 
decline, however, with an average share of 
35.7 per cent. 

Since about the mid-1970s, Indian 
shipping has carried about half of the 
country's imports and only one-fifth of its 
exports. Note the wide di.sparity between 
India's share in imports and that in exports 
after the early 1970s. This divergence is 
consistent with the normal expectation that, 
since it is the buyer's preference that matters 
in the choice of carrier, a country performs 
better in the use of its vessels'for imports 
as against exports. However, that proposition 
does not find support in the 1960$; during 
that decade, the average share of Indian 
shipping in imports at 12.8 per cent was 
slightly less than that in exports at 14.3 per 
cent. The performance begins to change in 
a consistent manner after 1972-73. The 
average share of Indian shipping in imports 
for the 197()s, 1980s and the first three years 
of the 1990s was 38.6 per cent, iOA per cent 
and 48.3 percent, respectively. Surprisingly, 
the jump in the Indian share in imports came 
in 1974-75(3*i 4^pcf cent), the year in which 
Indira Gandfn adopted an economic 
stabilisation programme, and il climbed even 
more dramaiically ihe following year (51.0 
per cent), during which she declared a .stale 
of emergency. The share reached its peak 
in the .second year of the emergency (64.9 
per cent), which ha\ never been equalled 
since. Apparently, with the decline of the 
discipline of the emergency, following its 
withdrawal and the ouster of Gandhi from 
office in 1977, the .share tell. A declining 
trend in the Indian share in imports is evident 
after 1987-88, with the figure for 1992-93 
being the lowest in more than a decade. The 
share of Indian shipping in exports is 
drastically lower when compared with that 
in imports, being on the average 19.9 per 
cent and 19.1 per cent during the 1970s and 
1980s« respectively. In the first three years 
of the 1990s, it fell to 18.9 per cent, with 
the share in 1992-93 being the lowest, again 
in more than a decade. 

The UN Code of Conduct for Liner 
Conferences was adopted to improve the 
share of third world shipping in world trade. 
However, since the formula of 40:40:20 
accords 60 per cent of a country's trade to 
foreign carriers, it is still inherently adverse 
to the interests of third world countries 
because, even if it were effectively 
implemented, it would .still mean an outflow 
of foreign exchange resources. But this 
formula was the best that the third world 
could persuade the developed countries to 
accept, if only formally. The Indian share 
of b^weeti one-third and two-fifths of the 


countiy'i cttgo durif^ ihe (to«en years after 
1980 seems quite close to the UNCTAD 
formula. However, it does ootcxactly measure 
up to it. Moreover, since Indian shipping is 
largely confined to its national trades and 
does not have any significant rqle in cross¬ 
trades, its limited share means that, overall, 
India continues to be at a disadvantage in 
the equitable sharing of cargo. 

Looked at from the perspective of 
comparison with the situation at inde¬ 
pendence, Indian shipping's share in the 
country's foreign trade may be taken to 
represent a substantial achievement since 
it started from about zero. On the other 
hand, the accomplishment falls far short of 
Indian aspirations expressed at the dawn 
of independence, and maintained since then, 
even as it has been extremely slow in 
coming. Moreover, the share in the total 
trade is itself misleading since it masks 
serious weaknc.vses in Indian shipping. 

A disaggregation of the data reveals an 
enormous imbalance among the shares for 
the different types of cargoes. There can 
be no doubt that Indian shipping has a 
substantial share in POL (petroleum, oil 
and lubricants) and POL products, which 
form about a quarter to a third of the 


country* s total foreign trade and about ofie^ 
half or more of its imports (Table 13). 
During the second half of the 1980s, that 
share in the total trade for this type of cargo 
was on the average 71.8 per cent. Since this 
cargo type consists essentially of imports, 
the figure corresponds closely to the shaie 
in imports: 76.6 per cent. This is an 
impressive figure, but it is significant that 
the share in imports has been on a declining 
trend since 1985-86, dropping from 84.5 
per cent in that year to 58.9 per cent in 
1991-92 and 60.9 per cent in 1992-93. 

Even at its lowest point in the declining 
trend, the share of Indian shipping in total 
POL cargo stands in sharp contrast to that 
for dry bulk cargo, being far more than twice 
the si/x of the latter. Dry bulk cargo 
constitutes from half to three-fifths of the 
total foreign trade, with exports being about 
twice the level of imports. In the second 
half of the 1980s, the average share of 
Indian shipping in the total trade for this 
cargo type was 24.5 per cent (imports 35.4 
per cent, exports 19.3 per cent). The data 
for the early 1990s shows some improve¬ 
ment, the average for (he period being 26.5 
per cent (i mpori.s 40.6 per cent, exports 18.6 
per cent). 


TADLh 13. Share or Indian Cakrirks in Some Indian Trades 

{MtlUon tonne" 


Export.^ _ _ Imports _ Exports and Imports 


Year 

Total Ctirgo 
(Actual) 

Indian Share 
(Per Cent) 

Total Cargo 
(Actual) 

Indian Share 
(Per Cent) 

Total Cargo 
(Actual) 

Indian Shore 
(Per Cent) 

POL, PC)L Products and Other Liquids 
1984-K.S 1 S7 S6() 

20 20 

71 6 

1 

21 77 

70.4 

1985-86 

1 71 

9 9 

18 77 

81 2 

20 48 

75.2 

1986-87 

2 08 

21 6 

19 32 

84 5 

21.40 

78.4 

1987-88 

2 47 

22 7 

28 45 

75 7 

30 92 

71.4 

19KK-89 

1 93 

lO.K 

28 50 

69 9 

30 43 

66.2 

1989-90 

241 

5 0 

28 17 

71 8 

30 58 

67.8* 

1990-9 J 

2 98 

15 8 

.30,83 

66J 

33.81 

6r.8 

IWI 92 

6 18 

.54 4 

34.(K) 

58.9 

40.18 

58.2 

1992-93 

3.05 

7.6 

42.99 

60.9 

46.04 

57.3 

Dry Bulk Cargo 

1984-85 30 5-^ 

19 0 

16 52 

.30.3 

47 05 

23.0 

1985-86 

3.^ 49 

194 

18 72 

28.8 

52.21 

22.8 

1986-87 

34 70 

19 5 

16 69 

37.4 

51 .39 

25 4 

1987-88 

32 33 

20.1 

13 It) 

45.0 

45.43 

27.3 

1988-89 

t7 89 

17.0 

18.68 

.32.5 

56.57 

22 1 

1989-90 

39.64 

20.6 

19.66 

33 3 

.59..3() 

24.8 

199091 

38 30 

20.0 

19 28 

41 6 

57..58 

27.2 

1991-92 

33 85 

18.7 

18 47 

47.6 

52 32 

28 9 

1992-93 

35 96 

17.3 

23.16 

32 7 

59 12 

23.3 

General Cargo 

1984-85 4 96 

20.9 

7.(X) 

26 2 

11 96 

24 0 

1985-86 

4 39 

18.5 

9.34 

21 7 

13.73 

20.7 

1986-87 

4.83 

20.0 

9.51 

22 8 

14.34 

21.9 

1987-88 

4 88 

17.2 

8.70 

14.7, 

13.58 

15.6 

1988-89 

3.66 

15.9 

9.29 

14.5 

14 95 

15.0 

1989-90 

6.95 

18.4 

9.92 

15 0 

16 88 

16.4 

1990-91 

1 50 

14.1 

10 46 

11.6 

17 96 

12.6 

1991-92 

11 23 

12.1 

8.07 

14 0 

I9.3Q 

12.9 

1992-93 

8 10 

15.3 

9 04 

136 

17.14 

14.4 


Sources: Figures up to 1989-90 arpjrom handwritten table provided by INS A. Bombay, in July 
1992 

For 1990 91. from personal coinmunication dated November H. 1994 from INSA. 

For 1991-92, from hidom Shtppinfi. Vol 45. Nos 1-2 (I99‘») p 38. 

For 1992-93, from INSA, Annuat Review 1993-^4 (Bombay INSA, 1994). p 39. 
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The. weak welfare dimension of general 
economic policies became very noticeable 
bythe beginning of the 1970$. Hie increasing 
hardships of the people were to be addressed 
separately - through specific welfare 
policies and programmes - even as general 
economic policies moved farther away from 
welfare. There was a spurt in welfare 
policies and programmes during this phase. 
This, of course, does not imply that such 
policies were missing during the earlier 
phase; only that now these formed a major 
component of the welfare armoury of the 
state. Thus, from the early years the Indian 
state sought to regulate the conditions and 
outcomes of work in various .sectors of the 
economy - regulation of minimum wages, 
working hours, social security provisions 
such as maternity benefits, workmen’s 
compensation, insurance benefits, etc, have 
been steps in that direction. It also enacted 
legislation for the protection of certain 
vulnerable sections of society - the 
Children's Acts, the Dowry Prohibition Act, 
the Child Marriage Restraint Act, the Shops 
and Establishments Act, the Juvenile justice 
Act, the Suppression of Immoral Traffic in 
Women and Girls Act, the Equal 
Remuneration Act, the Scheduled Castes 
and Tribes (Prevention of Atrocities) Act. 
etc, fall in this category. Many of the existing 
laws, however, were either pas.sed or 
amended after the 1970s, primarily because 
of the increasing pressure from various 
activist groups. Numerous welfare schemes 
were also adopted to help specific sections 
of society - scheduled castes and tribes, 
women, children, handicapped, etc. 

The 1970$ witnessed the adoption of 
several more extensive programmes like the 
Integrated Rural Development Programme, 
the Tribal Development Programme, the 
Integrated Child Development Programme, 
etc. The number of schemes forming part 
of these programmes as well as those outside 
these also registered an increase. There 
emerged schemes of direct financial 
assistance, as for self-employment of women 
or youth; schemes providing for indirect 
economic support, as for marketing tribal 
produce; and schemes aimed at improving 
social security for the weak and vulnerable, 
such as those making provision for short- 
^ay homes for women in trouble, hostels 
for working women, hostels for tribal girls, 
day-care centres for children of working 
women, etc.^ State expenditure on other 
social policy areas whitji were not under the 
charge of the dqiartment of social welfare - 
health and education, forinstancb - was also 
integrated with some welfare programmes. 
State subsidies on food and several other 
items too increased on the grounds of concern 
for the welfare of those who could not fulfil 
their basic needs through the market system. 
The period after the mid-1960$, but especial ly 
thatafterihe 1970$, thus saw both an increase 


in growth^orientation of economic pdiciei 
and a rise in welfare provisioning as well 
as welfare legislation. How does one interpret 
this pattern of indulgence on the part of the 
Indian state? Does this justify its being 
labelled a welfare state? 

11 

Interpreting Welfare: On Meanings 
and Reasons 

Any attempt to interpret the state’s 
interventions in respect of welfare without 
taking into account the perspectives and 
experiences of people whose welfare is 
supposedly addressed through such 
involvement, can be quite misleading. It is 
relevant therefore to dispense with state- 
centred evaluations of welfare. The extent 
of public expenditure or the population 
covered - two ofthe most widely used criteria 
of success in state evaluations - do not 
explain much about the meaning of policies 
and programmes. How much of their effect 
actually shows in the’lives of people is what 
matters most. A glance at the prevailing state 
of people and their welfare needs is desirable 
at this point in order to reflect on their 
relationship to policies. 

Whether looked at in terms of statistics 
or observed without any technical and 
methodological sophistication, the state of 
the people of India at large presents a very 
gloomy picture. This is true not only when 
compared with the developed world but 
even in terms of their capacity to meet certain 
most basic needs-of food, safe drinking 
water, shelter, health and security. Hunger 
is still widespread, disease not difficult to 
catch, pavement and slum-dwellers ever 
increasing in number, child workers not 
veiy far from sight and exploitation of women 
and tribaisorotherweaker sections an integral 
part of socio-economic processes. Almost 
38 per cent of the population lives below 
the poverty iinc.*^ Nearly, four million 
children die every year before attaining the 
age of five. An estimated 45 to 50 million 
children below five years subsist on a calorie- 
deficient diet. About 200 million people are 
without access to safe drinking water More 
than 5,OCX) villages have no sourceof drinking 
water. The organised sector of the economy 
accounts for only 10 percent of employment, 
the rest of it being in the unorganised sector 
Nearly 28 million people are estimated to 
be either unemployed or severely 
underemployed, and over 200 million have 
employ ment for only a smal I part of the year 
Women constitute about one-third of the 
working population, but their share in the 
unorganised sector is much higher - nearly 
98 per cent of working womeh are in 
unorganised sector employment. Children 
aci^ount for about 6 per cent of the 
workforce - nearly 44 million children have 
to work for a living, and many of them are 


engaged inhazardoMs occupations (even die 
most conservative estimates placed their 
number at 0.671 million in 1981). The 
number of female child workers too istising. 
and almost 94 per cent of them do not attend 
school. Almost 85 per cent of women (main) 
workers and 50 per cent of male (main) 
workers are illiterate. While literacy rates 
have increased over the years, the number 
of educated unemployed has also risen in 
both rural and urban areas. The health status 
of the population remains poor. Though the 
mortality rate has shown some decline, the 
health of the surviving child as well as adult 
population does not offer reasons for 
satisfaction. Nutrition levels of people below 
the poverty line arc extremely low. With the 
concentration of productive assets in the 
hands of a few in both rural and urban areas, 
and employment opportunities shrinking 
further in the organised sector, an increasing 
number of people are being pushed towards 
not only unorganised sector employment 
but also towards increased dependence on 
common-pool resources for survival. 
Atrocities against women, harijans, tribals 
and other weaker sections of society too 
have risen over the years; instances of rape, 
molestation, kidnapping, dowry deaths, and 
various other forms of criminal assaults have 
registered an unprecedented increase.^ The 
Indian state, in short, has not succeeded in 
providing for the basic needs of the people 
of India. 

What explains this undoubtedly poor state 
of welfare in India despite enormous 
exertions - legislative, administrative and 
financial - by the state? What prevented the 
extensive welfare mechanisms - laws, 
policies and programmes of support- 
utilised by the state from satisfying the 
welfare n^s of the people? Or, what went 
wrong? And, where exactly? To understand 
this, it is pertinent to take a close look at 
the nature of state interventions and interpret 
them in terms of the experiences, perceptions 
and needs of the people themselves. Such 
analysts in the Indian context points to three 
sources of trouble in the policy-welfare 
relationship. These are: (a) the evasive 
tendencies of state; (b) the manipulating and 
distorting capacities of powerful interests in 
both state and society; and (c) the anti- 
welfare fall-outs of other policies. A brief 
discussion of how these account for the 
prevailing state ofwdfare i n 1 ndia is desirable 
at this point. 

Evasive Tbndenoes 

In spite of extensive interventions in 
^various spheres, whether through social 
legislationor welfare provisioning, the Indian 
state has in effect been extremely evasive 
of the needs of a large section of society. 
Those poorly organised and politically silent, 
in particular, fdled to acquire a signifleant 
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place on the welfare ag^da of state. At best, 
It adopted some symbolic gestures of support 
towards these; and, at worst, it further 
reinforced the position of those dominating 
the, existing social relations. Thus, for 
instance, through several social policies it 
sought to express its sensitivity to women's 
welfare; yet due to its own implicit gender 
bias it also evaded the question of women's 
equal rights as crucial to women's welfare. 
Various programmes of welfare assistance 
only reinforced the dominant position of 
men within the household, for example, by 
treating them as head of the family and 
transferring assistance, whether in the form 
of productive assets or money, in the name 
of men rather than women. Even women's 
contribution in running (he hou.sehold was 
not considered for this purpose. The practice 
of providing credit against securities also 
evaded the claims of women, most of whom 
could not qualify for it because of lack of 
control over resources. Likewise, while the 
state enacted some social security legislation, 
by making it applicable through the 
workplace it in effect overlooked and 
undermined the needs of the large number 
of informal and unorganised sector workers, 
most of whom happened to be women." The 
social security claims of women who did not 
work for the market have also been evaded 
through the very definition ol conditions for 
entitlement. Evasion of welfare rights 
through welfare legislation itself has al.so 
been cMhractenstic of other spheres. The 
enactment of legislation against the 
exploitation of child labour, for instance, 
could not deter this practice (especially in 
the absence of reasonable alternatives lor 
survival of children and their tamilies which 
depended on them). Yet, it denied these 
children the nght to organi.se and fight for 
improving the conditions of work which 
they had to bear 

The evasive tendencies of the state also 
took another from, namely, inadequate 
legislalion/provisionmg so characteristic of 
its welfare gestures. The meaning of social 
legislation, whether related to bonded labour, 
dowry prohibition, social security or any 
other sphere, has been evaded beyond 
recognition because of inadequate provision 
for its execution. Inadequate provisioning in 
case of the welfare programmes amounted 
to denial of welfare as a matter of right, and 
conditioned its availability on the discretion 
of implementing authorities. It was offered 
subject to the availability of provision, and 
limited availability made room for its 
discretionary evasion by those responsible 
for providing it. The adoption of the project 
approach to welfare interventions of the 
state, for benefits were concentrated on some 
area or a select number of beneficiaries, 
decided on the basis of available provisions 
rather than needs or rights to welfare. Non¬ 
availability became the pretext for evasion. 


There has been a third form of evasion 
too. This involved the evasion of real issues 
in favour of mere symbolic responses. 
Detailed policy planning, elaborate 
programming and even effective policy 
action took place in response to certain 
problems; and yet problems continued to 
drag on because real issues remained 
unattended. Child labour, for instance, was 
sought to be abolished through legislative 
enactments; yet the compulsions which 
dictated children to work even under 
hazardous conditions were not even 
addressed for long. Women's welfare was 
addressed through a limited number of 
programmes of assistance and .some 
protective legislation. The basic values of 
patriarchy, however, remained characteristic 
of the state's approach to welfare in general. 
Child su^vival^eaIth programmes came to 
be symbolised by the immunisation 
programme primarily, even as only eight out 
of 100 child deaths iiave reportedly been due 
to di.seases covered by the programme. It has 
been repeatedly emphasised by .several health 
activists and researchers that the most 
important reason lor the poor resistance of 
children to several infectious diseases is 
malnutrition, and that even immunisation is 
ineffective when a child has a low nutritional 
status.'" Yet, the Iragmemed approach of the 
slate has prevented il from going beyond 
symbolic solutions. Technological fixes were 
offered to solve problems rooted in complex 
socio-economic contexts; these symbolic 
.solutions, however, have fallen short ol 
offering effective remedies. This has also 
been the story ot women’s health which is 
projected as conditioned upon her acceptance 
ot family planning - a very large part of 
health expenditure in tact have been in the 
sphere of family planning itself." 

Yet another kind ol evasive tendency of 
the state which is la.st taking prominence 
over all others is reflected in its inclination 
towards direct abdication of its responsibility 
for welfare in favour of cither the private 
sector or the voluntary sector. Although 
there is little doubt regarding the limited 
purchasing power and poor resource 
position of a large section of the popu lation, 
and there arc no easy roads available for 
changing this, privatisation is being 
advocated on grounds of the need to fight 
inefficiency and corruption of the slate 
sector.'^ Both the limits of the market system 
to relate to the needs of the poor and 
marginalised, and the possibilities of 
inefficiency and corruption in the private 
sector, are not considered despite existing 
experiences to that effect. The voluntary 
sector is expected to fill in where thciiiarket 
fails, and thus take care of the limits inherent 
in the market-centred welfare model. Once 
again, this reflects little regard for the fact 
that the voluntarj^ sector has always been 
quite selective in ills operations both in terms 


of the areas covered and the needs addressed. 
Besides, inasmuch as the state is inclined to 
shed its own welfare responsibilities rather 
than find better ways of managing these, 
whether it opts for the market or the voluntary 
sector, its withdrawal reflects a tendency 
towards evasion rather than a genuine search 
for alternatives. 

Manipulation and Distortion 

The second major source of trouble in the 
policy-welfare relationship is the mani¬ 
pulative and distortive cpacity of interests 
in both state and society. Welfare has been 
turned into a commodity of exchange as a 
consequence. Powerful interests in society 
who could benefit from the non¬ 
implementation of .some social welfare 
legislation often evoked relations of 
exchange or reciprocity with state elites in 
order to ensure inaction against non- 
implcmenlation ot4hcsc laws. Many private 
sector employers, for instance, privately 
admit to having made regular payments to 
relevant state functionaries for an oversight 
of the non-implemcntation of social security/ 
welfare legislation. In some cases, of course, 
this could al.so be done without involving 
state functionaries at all ~ under conditions 
ol job scarcity, for instance, the losers readily 
admitted on paper that they did receive the 
benefits even when these were denied to 
them, simply because they needed the job. 

Welfare policies and programmes have 
also been manipulated by relatively powerful 
interests because they apprehended their 
implications for their own social position -> 
the beneficiaries could challenge their 
domination, or refuse to work for them at 
low or nominal wages, and thus become a 
.source of trouble. Or, manipulation was 
engaged in to obtain undue benefits for 
themselves; studies have indicated that in 
contexts marked by lack of organisation of 
potential beneficiaries, underserving and 
non-eligible interests captured a significant 
amount of provisions meant for poor and 
weaker sections with considerable ease. In 
certain .situations, welfare, benefits were 
wrongly appropriated by the state function¬ 
aries themselves. Health functionaries in 
some primary health centres have been found 
to illegally sell certain medicines which were 
meant for the patients who approached them. 
There have been several complaints about 
misuse of even relief funds meant to help 
people faced with disasters like floods, 
earthquakes, etc. In a very large number of 
cases, even when benefits reached the right 
people, administrative functionaries 
swallowed a part of them as commission for 
having considered them favourably in the 
first place. 

Yet another variant of distortion of welfare 
programmes has come to notice in several 
regions. Officially identified beneficiaries 
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of progiammes were often used as mediators 
betwTOii buyers and sellers of some 
provisions at the expense of the state. Thus, 
for instance, some evaluations of the 
Integrated Rural Development Programme 
pointed out that production assets distiibuted 
under the programme were sometimes resold 
by the beneficiartes because they could not 
maintain them. Often, this was done at the 
instance of the distributing officials 
themselves, and the latter decided on the 
buyers too. The buyers benefited because 
assets could be obtained at prices much 
lower than the market price; the involved 
officials obtained commission from both 
sides; and the loser believed it was a net- 
gain situation, for provision of assistance 
iUelf was perceived as conditioned upon the 
agreement to sell as suggested. The proposed 
beneficiaries were thus themselves 
manipulated to distort the meaning of welfare 
programmes.'^ 

Anti-Welfare Fall-Outs of Policies 

The third significant sourcc/dimension of 
trouble in the policy-welfare relationship in 
India lies outside the realm of what is 
traditionally considered to be welfare policy, 
especially by the welfare administration 
scholars. This relates to the anti-welfare fall¬ 
outs of various other general or specific 
policies of the state. In many ways, these 
not only neutralised the effects of several 
welfare provisions which already existed, 
but they also accounted forthe further decline 
in the state of people’s welfare. To analyse 
the role of the state in relation to welfare 
only in terms of its specific welfare policies 
can therefore be quite misleading. One needs 
toexaminethewelfare-sensitivityofits other 
policies too. In the context of India it is 
disturbing to find that all along, state policies, 
including so-called development policies, 
have been extremely insensitive to the wel fare 
needs of large sections of the poor, weak and 
vulnerable in society; and further, that these 
have in fact added to their hardships in 
numerous ways. A few illustrations to this 
effect may be in order here. 

As mentioned earlier, a major change in 
the agricultural policy of the Indian state in 
the mid- 1960s related to the adoption of the 
'green revolution strategy*. This strategy 
was justified pnmarily in terms of the need 
to increase focxlgrains production, which in 
turn was considered essential to fight hunger. 
The use of high-yielding strains of wheat, 
chemical fertilisers, pesticides, herbicides, 
irrigation and mechanisation formed pan of 
the package for increasing production. 
Wheat production did increase quite rapidly, 
but hunger and malnutrition could not 1^ 
abolished. On the contrary, in several regions 
the success of this strategy itself increased 
the vulnerability of the poor who lacked the 
purchasing power to obtain fine grains- 


production for the market overlooked the 
benefits of coarse crops and thereby affected 
the capacity of the poor to feed themselves. 
Production of pulses, an important source 
of protein in the Indian diet, also suffered 
as a result of the increased prospects of 
profits in wheat production. Furthermore, 
this production strategy resulted in serious 
ecological and environmental damage.'^ 
Ironically, every form of environmental 
degradation which resulted from the concern 
forincreasing food production - soilerqsion, 
water scarcity, deserti fication, deforestation, 
water pollution, loss of biological diversity - 
is in turn affecting the prospects of food 
availability itself' People are already faced 
with serious threats to life as a result of many 
perverse consequences of the green 
revolution in certain regions. Not that these 
problems have been peculiar to India.* But 
many aspects of indigenous systems of 
production which had positive social and 
environmental implications were not even 
considered by policy-makers, cagerto follow 
the road travelled by others.Many anti- 
welfare implications of the policy could 
have been avoided if a careful appraisal of 
the local contexts was made before rushing 
in any specific directions. 

As another instance of policies with 
negati ve implications for the stateof people* s 
, welfare, one may mention the forest policy 
pursued by the Indian state till very recently. 
As a con.sequcnce of this, despite all its 
proclaimed concern for scientific forestry, 
the state failed to use scientific knowledge 
for anything but proipotion of commercial 
interests. State support for clear-felling of 
forests and plantation of commercial and 
industrial species, us subsidisation of the 
exploitation of commercial and industrial 
interests, and its unwillingness to protect the 
.rights ot poor forest-dependent forest- 
dwellers, all added to the hardships of the 
latter.'" These policies adversely affected 
not only the availability of food items and 
medicinal herbs but also fuel-wood and water, 
all crucial for the survival of poor forest 
people who could not afford to depend on 
the market for the purpose of meeting these 
needs. Women have been the worst victims 
of this crisis, for traditionally cooking and 
fetching water are women’s responsibility - 
now they needed to walk long distances, 
sometimes miles together, in order to meet 
these needs, thanks to the negative fall-outs 
of fore.st policies.^' Change.^ in forest policy 
proposed recently are likely to add to the 
misery of the poor and marginalised forest- 
dwellers. 

Several other anti-welfare policies 
promoted in the name of development - of 
agriculture, industry, forestry, tourism, 
exports - too have not only neutralised the 
effect of much welfare provisioning but also 
contributed to further decline in the living 
conditions of people at large. Most of these 


indeed benefited a small elite but also 
qualified in official evaluations as 
achievements. The displacement of large 
numbers of people, mostly poor, for 
promoting various development projects, 
especially irrigation and power projects, 
without ever attempting to rehabilitate them, 
created, not answered, welfare problems for 
them.-' The promotion of water-intensive 
commercial crops through state support, even 
in areas where water scarcity could affect 
the drinking water supply, implied hardships 
for the people at large, though increased 
profits for commercial farmers and 
sometimes increased export earnings for the 
state. The policy-induced droughts and floods 
in several regions have only worsened the 
state of the poor and even forced them to 
migrate to urban areas, thereby subjecting 
them to unhealthy conditions of life in urban 
slums, invariably marked by an implicit 
denial of a meaningful socio-cultural 
existence too. An increased incidence of 
labour displacement due to increased 
mechanisation of agriculture, especially in 
the absence of any other employment 
opportunities; the displacement of numerous 
traditional handloom weavers on account of 
state support to textile mills; the destruction 
of several village handicrafts - eitherbecause 
of the diversion of taw matenal towards 
other urban/industrial consumers or because 
of the capture of markets by industrial 
goods; and the disruption of village-based 
economies without creating any meaningful 
alternatives, too. have generated similar 
pressures. State policies have played a very 
significant role in all these processes.^ 

Many of the state policies have not only 
sustained but also furthered gender, caste' 
and class based inequalities by worsening 
the state of those at the weaker end of the 
relationship. These patterns of decline of 
welfare of the poor, weak and marginalised 
are likely to be furthered as a result of the 
recent policy of structural adjustment, for 
despite all talk of 'adjustment with a human 
face*, state support is clearly being 
withdrawn, not strengthened. Expenditure 
cuts and the swift dismantling of welfare 
provisions, however unsatisfactory their 
present status might have l?een, will only 
have numerous extremely anti-welfare fall¬ 
outs. As is already evident from the 
experiences of several African and Latin 
American countries, neither the increased 
freedom of the market, nor mere delegation 
of welfare responsibilities to the voluntary 
sector, have actually helped the cause of 
welfare.'' Even if there have been problems 
with state involvement in the sphere of 
welfare, to suggest state withdrawal as its 
solution will be the worst option in the 
prevailing realities of India. 

While the above discussion underlined 
the three major points of trouble in the 
policy-welfare relationship in India - viz. 
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the persistent evasion of policies which may 
address the genuine needs of the powerless, 
the excessive accommodation of the power 
elites through frequent manipulation and 
distortion of policies, and the burden of 
perverse effects of policies in general falling 
on the already deprived and marginalised - 
it is important to emphasise that these 
themselves need to be understood in terms 
of the conditions which permitted their 
emergence in the first place. Two dominant 
tendencies are noteworthy in the explanatory 
exercises currently in vogue: one, to lay 
blame on the weak resources position of the 
Slate; two, to point to the poverty of policy- 
analysis, While the former is more 
characteristic of policy-makers' own 
explanations, the latter is generally offered 
by policy analy.sts and policy evaluators. 
There indeed is an element of truth in both 
the explanations; both are also somewhat 
related - weak analysis only worsens a weak 
resources position and lack of resources 
limits the scope for extensive analysis being 
carried out l^forc policy-making. These, 
however, are at best partial explanations; at 
their worst these turn out to be only 
superficial, rationalisingexercises, pnividing 
justifications for the policy choices already 
made or avoided for various reasons. 

Lock of resources, for instance, is readily 
offered as the reason for certain needs 
remaining unattended. Yet, it remains a hard 
fact that evasion involves a choice over 
pattern of resource-spending too; the pattern 
of prioritisation of resource spending cannot 
be explained simply in terms of resource 
scarcity. How resources arc spent in certain 
directions and not others remain unexplained. 
Likewise, the failure of analysis may be 
offered as a convincing reason for negative 
fall-outs of policies; yet, it is not difficult 
to see that the negative outcomes of policies 
are not always unanticipated, and far more 
disturbing is the fact that these are .sometimes 
deliberately not accounted for - analysis 
itself is used to suppress them. Even 
manipulation and distortion are at times 
discreetly built into the framework of policy 
through analysis rather than its failure. 

Far more significant than to look for 
meanings in these explanations, then, is the 
need to find their reasons themselves. The 
most plausible reasons in the Indian context 
appear to lie in the realm of power relations. 
ITie framework of policy analysis as well 
as the nature of resource-mobilisation/ 
spending patterns themselves are very much 
conditioned by these. It is pertinent therefore 
to place the policy-welfare troubles alongside 
the nature of state power and its relationship 
to (a) other power centres in society; (b) the 
powers which lie beyond the jurisdiction of 
state; and (c) those without any power worth 
the name. 

As mentioned earlier, the adoption of a 
democratic framework of polity created a 


political basis for state concern for welfare 
in India. Renewal of support during elections 
was perceived by policy-makers to depend 
on the nature of policies they would adopt. 
The conflicting demands and po.ssibilities 
generated by the capitalist-feudal context of 
operating this democracy, however, exposed 
the state elites to contrary pressures and 
demands for accommodative policies. The 
possibilities of exchange built around the 
power of those who dominated the framework 
of socio-economic relations enabled them to 
collect rent on authority by accommodating 
those in a po.sition to enter exchange relations. 
The exercise of power and policy became 
heavily inclined toward.s accommodating 
the power elites in society-both policy 
evasion and policy manipulation and 
distortion in implementation .spaces became 
characterj.stic features of the policy process. 

This had senous negative implications for 
the less vocal, less organised, weak and 
marginali.sed .sections of Indian society. 
Policies adopted in the name of welfare 
remained only symbolic and ineffective 
primarily because of the organisational 
weakness of those without social orcconomic 
power. The latter’s lack of organisation, 
politici.sation. demand-making as well as 
poor capacity to have access to those in 
authority itself, enabled the power elites to 
strengthen their position further and capture 
policy benefits beyond any justifiable extent. 
For the same rea.son, as and when some of 
them could overcome these constraining 
factors and increase the political costs of 
evasion of ihcir claims by the policy-makers, 
their capeity to weaken the negative policy- 
welfare linkage improved considerably. 

This indeed provides grounds for hope 
as far as providing welfare through state 
policy is concerned; yet the meanings of 
this evidence for welfare possibilities 
cannot be exaggerated. Certain factors 
which characterise the prevailing politico- 
economic context seriously constrain the 
capacity of the resource-poor to effectively 
intervene. For one thing, the exercise of 
power in the existing framework is so 
shrouded in mystery that often it becomes 
apparent long after its implications are 
already a fact, thereby limiting the 
possibilities for timely intervention or 
participation by people lacking access to 
those in power, even when they are relatively 
more organised and vocal. For another, the 
centralised nature of policy-making activity 
lends complexity to the policy process, 
making genuine participation not simply 
costly but almost impossible for those who 
live on the margins of survival, except, of 
course, when survival itself is at stake. 

Of late, the role of exogenous forces, such 
as the multilateral aid agencies, in policy¬ 
making has also increased considerably, 
adding further to the constraints on 
participation which confront the powerless 


insodety.ThecIcclinirigautotiomyof policy^ 
makers itself has widened the hiatus b^ween 
people and the policy process and made 
policy increasingly insensitive to welfare 
concerns. All this only implies that although 
the possibilities for strengthening the policy- 
welfare relationship are conditional upon 
the extent to which social relations themselves 
are altered, the scope for a change in this 
regard cannot be defined irrespective of the 
framework of political power itself. Given 
this framework of power and powerlessness, 
and given the extreme forms of deprivation 
and dependence experienced by a large 
.section of the Indian people, the question 
which cries for an answer is: can something 
possibly be done about the welfare needs of 
the powerless? And is it possible to do this 
within the framework of the existing model 
of welfare? Or, do we need an alternative 
model of welfare? 

m 

Welfare Reconsidered: 

Alternatives and Continuities 

As has been discussed above, state 
policies have attempted to answer .some of 
the immediate needs of people through 
various gestures of support or regulation - 
clfarc legislation in India has grown 
considerably and welfare schemes have 
multiplied too. It is quite disturbing, however, 
that not only have the needs of the most 
needy remained largely evaded, they have 
also borne the brunt of the negative fall-outs 
of several other policies of the state. Worse 
still, most benefits of policies, including 
those of several welfare policies, have 
disproportionately been captured by 
powerful interests in both state and .society. 
The positive effects of welfare policies and 
programmes have been only marginal, 
especially when assessed in terms of their 
expected results from the viewpoint of the 
powerless and marginalised in society. And 
yet this end-result cannot be taken to suggest 
that these interventions can be dispensed 
with, or that the state can withdraw in 
favour of either the market or voluntary 
sector welfare agencies. Both these 
alternatives to state intervention, as has 
been emphasised earlier, have limitations 
in the context of countries like India where 
the sheer magnitude and scale of welfare 
problems itself is immense. 

What then is the possibility for arresting 
the decline in people’s welfare and 
contributing to its promotion in these 
contexts? Do we not need to explore the 
possibilities of an alternative welfare model? 
A model which is at once more promising 
and less symbolic, more egalitarian and less 
discriminating, more humane and less 
alienating, more lasting and less ephemeral? 
What should be the framework and elements 
of such a model? 
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On the basis of the study of the Indian 
context, a three-dimensional alternative 
model of welfare is proposed here for 
consideration. Inasmuch as most third world 
countries share similar historical contexts 
and are faced with similar problems and 
possibilities as India, this model may be of 
some relevance to these too; its specifics, 
of course, will differ with their respective 
specificities. Since the major reasons for 
policy-welfare delinking in India lie in the 
realm of power relations, it is imperative that 
alternatives are worked out in this domain 
itself. The prevailing nexus between power 
and state authority needs to be challenged 
much as the social and economic processes 
which protect and promote exploitative 
relations in society need to be questioned 
and denied space for growth. Since these 
relations are sustained and furthered by the 
very model of development which is being 
promoted, a change in this respect is crucial 
to the possibilities for welfare. The alternative 
model, so to say, will imply a three- 
dimensional shift towards a people-centred 
welfare. The three major constitutive 
elements of this shift ought to be; 
sustainability, participative content and 
autonomy. All three of these are quite 
interrelated and interdependent. These also 
imply a major break with the pattern of 
policies currently being pursued. 

The central element of the proposed model 
of welfare is its sustainability. Concerns for 
sustainability presuppose the need for 
rcconceptualisation of welfare outside the 
framework of the wesiern model of develop¬ 
ment. Welfare needs to be conceptualised 
not only in terms of its capacity to respond 
to the basic needs ot people in the immediate, 
or even simply in terms ol its redistributive 
capacities. Both these arc es.sential yet 
insufficient for coping with the problems of 
welfare. Welfare must be worked out in 
terms of sustainable patterns of development. 
It IS not just management of residual 
problems, for such probicm.s would go on 
increasing if the pattern of development 
itself is unsustainable. It implies management 
of natural resources and organisation of 
production structures and relationships in 
ways which ensure a fair distribution of 
income, power and opporturnties, and which 
have minimum negative implications for the 
immediate environment and its long-term 
carrying capacity. This will necessitate a 
shift away from the market-oriented, 
production and profit-maximising strategies 
of growth^^ towards a more sustainable 
pattern of natual resource utilisation on the 
one hand, and a concern for avoiding the 
anti-welfare fall-outs of production and 
consumption patterns, and, where necessary, 
altering these to save the environment as 
well the likely victims of ks decay, on the 
other. Only then can welfare itself become 
a sustainable proposition. 


Second, this model of sustainable welfare 
must make space for people's participation 
in the very realisation of their own welfare. 
This, however, is not a proposal for 
withdrawal of the state in order to let people 
take care of their needs individually - either 
through the market or at the household level. 
Rather, this is a plea for adopting a more 
integrated and participative approach to 
development, one which not only integrates 
people with the benefits which may How 
from it but also enables them to participate 
in determining the very nature of these 
benefits. This will involve the planning of 
development needs as well as decisions 
regarding ways of their realisation taking 
shape with active participation of people 
themselves. Further, this will mean close 
involvement ot people in the process of 
realising thc.se, as well us an equitable sharing 
of benefits. Thi.s is not an ideal-type situation 
which cannot be realised. There have been 
some very reassuring instances of 
participatory management of local resources 
by local people leading to marked 
improvements in the state of people's welfare 
in the area. Sukhomajri, Seed, Ralegan Siddhi 
are some such areas where people's 
participation in the management of local 
forest.s and water resources further 
strengthened their capacity to handle other 
local problems, and thus resulted in marked 
changes in their living conditions.^^ There 
have been numerous other not so widely 
known yet very effective exercises in 
participatory management, especially of 
common property resources, in several local 
contexts. Strengthening participatory spaces 
to enable people to take active interest in, 
and make val uablc contributions to, resol ving 
their problems of welfare in a collective 
exercise is essential to attain the objective 
ot sustainable welfare. 

Third, this model of .sustainable welfare 
has to be. as far as possible, self-supporting 
rather than dependent on exogenous support. 
An important requisite for securing welfare 
for the people in third world countries in fact 
will be to reduce their linkages with global 
economy. For. invariably, as experience 
shows, it subjects them to exploitative 
conditions of unequal terms of exchange, on 
the one hand, and painful conditionalities 
attached to toreign assistance offered to them, 
on the other. Welfare states in the west no 
doubt benefited immensely in the course of 
ihcir economic development frqm the very 
fact of their linkages with other economics; 
but it is too well known to need elaboration 
here that their location in that context - not 
only economic hut also political - was 
extremely favourable to them. Some of them 
also had colonies to exploit in their own 
interest. Most third world countries, on the 
contrary, have themselves been colonics for 
long. During the period of colonial 
domination their economics were invariably 


restructured to suit their rulers, a fact of 
history which left its imprint on their post- 
colonial status. Not only did most of these 
experience the violent disruption of their 
indigenous management systems; most of 
these were also reduced to a position of 
dependence in the global economy. The 
weak and subordinate position of these 
countries continues to characterise their 
economic relations with the industrialised 
world; but worse, in most cases, it has also 
affected their political autonomy, forcing 
them to take decisions which conflict with 
the welfare needs of their own people.^* 
Without coming out of this scenario of 
dependence, these states will find it 
increasingly hard to resist outside pressures 
for pursuing policies which may have 
negative implications for people’s welfare. 
In the emerging global context, with 
structural adjustment policies being forced 
down the throats of third world countrie.s, 
the latter will invariably end up bearing the 
costs of welfare in the developed world 
while sacrificing the welfare needs of their 
own people.^’ Any search for alternative 
welfare models, therefore, must address the 
question of the contradictory relationship of 
welfare needs of people in unequal exchange 
contexts. 

All three elements of the alternative 
welfare model suggested in this paper- 
sustainability, participative content and 
autonomy - being interrelated must be 
attempted simultaneously. Since these 
elements imply a major change in prevailing 
socio-economic structures as well as political 
processes, and these will have far-reaching 
implications for existing power equations, 
it will not be easy to make space for them. 
A beginning can, however, be made by 
initiating an alternativeldiscourse - not only 
in academic circles but in the wider public 
domain. Evolving alternatives which are not 
meant to be centrally directed, and which 
invol ve an active role for people themsel ves, 
IS bound to be time-consuming; but that 
cannot be a basis for their rejection. Especially 
so, when existing approaches have thrown 
up some paradoxes which also suggest their 
inherent limitations in answering the needs 
of the most needy in third world countries 
like India. 

Since this model cannot he simply 
in.stituted from above, and since it will take 
some lime before it emerges as an effective 
answer to the welfare question, it is extremely 
important that state provisioning of welfare 
is not disrupted suddenly. The already 
accumulated needs of welfare, primarily 
becau.se of the so-called development policies 
which abruptly destroyed local management 
systems as well as traditional coping 
mechanisms, do not warrant such a step till 
alternatives arc actually worked out, A re¬ 
orientation ot policies to serve the needs of 
the powerlc.s.s rather than the power elites 
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wili be essential to prevent further decline 
of the welfare of the powerless in the 
prevailing state of relations. Yet, its 
possibilities depend on the very state of 
power relations themselves. Strengthening 
of the public domain therefore is both the 
condition and essence of the alternative 
welfare model. Any challenge to existing 
power equations can emerge only in this 
domain and any possibilities of welfare of 
the people remain conditional upon the 
strength and autonomy of this domain too: 
this basic truth about welfare must not be 
forgotten. 

Notes 

[An earlier version of this paper was presented 
at the XVlth World Congress of the International 
Political Science Association held at Berlin in 
August 1994.] 

1 The political speeches of most of India's first 
generation power-wielders, but especially 
those of Nehru, the first prime minister of 
India, reflect their faith in this model of 
development even more than the actual 
policies do-policies actually formulated 
reflect the influences of other factors also. 
The role of visions in defining the framework 
and directions of policies cannot, however, 
be denied. 

2 On this, see, Government of India, Ministry 
of Industry, Report of the Monopolies 
> ttufuiry Ctmumssion, New Delhi, 1965; also. 
Government of India, Ministry of Industry, 
Report of the Industrial Ucensinff Policy 
Inquiry Committee^ Main Report, New Delhi, 
1969. 
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4 Fiscal inccnci ves offered for the use of capital, 
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deprivation allowance and tax holidays, cheap 
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Displacement and Rehabilitation 

Some Points towards Changing Course of 
Current Thinking 

Jai Sen 


IN my paper on the draft national 
rehabilitation policy* which was published 
in an abridged version in EPW (February 4) 
there is one vital point of emphasis and a 
few crucial points of substance which 
unfortunately were left out. 1 would like to 
bring these forward now and also relate them 
to some subsequent developments. 

The main thesis of my original paper was 
that what we need in India today is not 
merely a national 'rehabilitation’ policy but 
a national displacement policy (of which 
policy on rehabilitation would be only one 
part); accordingly* the title of my paper as 
submitted was 'Beyond Mere Rehabilitation: 
Towards a National Displacement Policy*. 
My intention was to argue that moving 
towards merely a rehabilitation policy is not 
only inadequate but incorrect* and to propose 
a change of course in the discourse that is 
taking place. Although this central thesis of 
mine does appear in the text as published* 
what has got left out - almost entirely, from 
wherever it appeared - is the theoretical and 
strategic reasoning for it, in terms of state 
power; the result is that the 'thesis' appears 
only as a small and truncated point* almost 
passingly. Moreover* what also has been 
omitted are certain crucial related points of 
historical backdrop* against which I argued 
for a shift of approach. 

The basic argument of my paper is that 
we should not merely talking aboui' 'reha¬ 
bilitation*; the questions that are involved in 
what has been called 'displacement* are far 
larger and far more fundamental. The key 
question in this is that of the existence of 
so far almost unbrid|ed state power* and the 
need for a strategy that can bridle the state* 
empower ordinary people and civil society, 
and yet leave intact a state as envisioned in 
the constitution - that acts on behaf of the 
people, not against them or only for certain 
sections. The situation that exists today is 
one in which huge numbers in the 
country > supposedly 'citizens* with rights - 
have been uprooted and made refugees in 
their own homes by the state in the cause 
of so-called 'national development** at the 
same scale as virtual whole mqjor nations 
being erased. Especially given the reality 
that the vast majority of the victims of this 
process have consistently been adivasis and 
daitts (as per figures given in the paper), and 
the beneficiaries have equally b^n itiiddle 
and upper castes and classes* the comparison 
with ethnic warfare and genocide in other 
pans of the world is not entirely out of place. 
(1 passingly suggested a term for this - 'deve- 
kspnient racism* - which was also omitted,) 

In this siKiation, where the state is armed 
with powers so immense that it can commit 


such crimes with virtual impunity and over 
many decades despite countless protests by 
the victims, it seems clear that there is a 
burning need for a policy which not merely 
attempts to address .some of the 'problems* 
that are caused but which defines the very 
relationship of state and citizens in such 
encounters and which sets the limits of the 
state’s powers* just as in all other areas 
where fundamental rights are involved. 
Though this was not specified as such in 
my paper* my argument is that it is also clear 
from the history of administration as well 
as of litigation and jurisprudence in the 
area - of oustees desperately seeking some 
justice - that what is needed is a new concept* 
a new organising principle of society* under 
which displacement* if it is to be allowed 
at all* can take place. 

My paper attempted to define and outline 
this principle. It proposed that the first step 
towards this must be the declaration by the 
state of its policy in regard to displacement. 
The second step I proposed was the inclusion 
within such a displacement policy of an idea 
that has been formulated by the National 
Campaign for Housing Rights and put 
forward in 1992, on the basis of wide debate 
in the years before that: that every woman, 
man* and community in the country has the 
fundamental nght to aplace to live in security 
and dignity (along with certain other 
attendant clauses). While the latter part was 
published, the former part* outlining why 
this IS required* and the issues involved, was 
unfortunately omitted, making it bodiless. 

What was also omitted was the strategic 
perspective within which this idea was put 
forward. The resultant sum of my argument 
is not that 'all displacement can be stopped*. 
It should not be mistaken for this (as it too 
often is - as some kind of vague notion by 
impractical idealists). Rather, what is being 
argued is that a challenge must be placed 
to the idea of eminent domain, to bridle and 
civilise the process of 'development* by 
putting in place a countervailing idea: the 
right, and (as the NCHR has effectively 
formulated it) the freedom* ofeitizens to live 
in security and dignity. The precise wording 
and formulation of this idea needs much 
more debate* and the NCHR has made some 
fitful (and unfoitunately inadequate) attempts 
towards this after 1992; but what is Impoitant 
at this stage is the need fcM* a clear counter¬ 
vailing idea and principle. Without this, I argue 
that we can make no ground - and that the 
violent child of development that has been 
given the gentle name 'dispiacement* will 
continue to grow and devour u$* as indeed 
the governments own draft policy promises 
in its opening paragraph. 


_ DISCUSSION 

There was however a third part of this 
concept that was also omitted* and which is 
also vital * the backdrop of thinking in this 
area* both within government and within 
some leading sections of civil society - and 
which needs rethiriking. It is quite clear from 
the wording of the government's draft 
rehabilitation policy (of 1994) that it has not 
ohly drawn inspiration but also concepts and 
paragraphs from an initiative taken by an 
informal body called the 'National Working 
Group on Displacement* in 1987-88, which 
drafted a 'A Draft National Policy on 
Developmental Resettlement of Project- 
Affected Person.s*.' As the title of this 
document itself makes obvious* its focus 
was on the resettlement aspects of 
displacement (and even if the group’s own 
name put the focus on displacement); and 
this is precisely what the government* s policy 
is also about. 

On the one hand, it is of course significant 
and even welcome (perhaps at many levels) 
that the government has b^n so inspired and 
influenced by this initiative from civil society* 
that it would choose to lift not only whole 
sections but also adopt the basic thrust. It 
is only curious and unclear that it has chosen 
to not recognise this in a document where 
it has otherwise openly recognised another 
non-governmental source* WalterFemandes. 
On the other hand, what is far more significant 
is the implication of the idea on which there 
seems to be convergence. For it must be 
understood as being not merely an agreement 
that the focus of policy should be on 
resettlement, but - by virtue of no argument 
to the contrary - there is also an implicit 
acceptance of the inevitability of 
displacement; and in both documents* though 
(he violence and trauma of displacement is 
lamented and deplored, there is no attempt 
to fight displacement itself nor to articulate 
how to address this enormous societal 
question. Without such a strategic 
perspective* I hold that all are doing is 
dealing ineffectually with'ihe symptoms* 
and not even beginning to look at the cause. 

As the second and totally unpublished part 
of my original paper showed, this approach 
also largely continues to be the thii^ing of 
some influential sections even today, such 
as of the convenor of a national workshop 
on the draft policy held in Delhi in February* 
Walter Fernandes. It was for this reason 
that my paper, which was prepared for the 
national meeting and for its preparatory pro¬ 
cess* was also an attempt to map out the 
terrain and the approach being taken both 
withfn government and within civil society* 
to interrogate 'our* own approach and to 
put forward an alternative. In short, the 
strategy proposed by this school of thinking 
is essentially the same as that laid out in 
the 1988 document. Gne useful further idea 
that however has emerged* among others* 
is that rehabilitation must be considered as 
the right of those being displaced - and not 
merely a privilege - and that consequently 
the re^ costs of displacement (articulated in 
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terms of compensation and rehabilitation* 
including of livelihood) should be built into 
the project. Although the idea as such is not 
new (and even the World Bank largely takes 
this position, at least in formal terms), what 
is useful IS the perspective that acceptance 
of these costs as internal to projects and not 
as externalities may make some projects 
uneconomic - and therefore, or so it is 
argued, render them unimplementable. The 
proponents argue that this realisation would 
automatically lead to many projects not being 
taken up, alternatives being explored, and 
displacement being thereby reduced. 

Aside from its ferventbelief in economics, 
and what 1 believe to be its naive assumption 
that it is economics alone that governs 
whether a project will go ahead, this is not 
a disagreeable proposition; but its other great 
weakness -> if indeed, displacement is our 
concern - is that it is far too limited and does 
not even begin to address the fundamental 
question of the virtually unlimited state 
power that is responsible. This, despite all 
the new developments that have taken place 
since 1988: the very significant growth of 
popular movements in the country 
demanding that it is displacement that must 
stop (and if necessary, projects stop if this 
and environmental destruction are the 
costs); and the very substantial support 
now generated for this position within the 
press, the scientific community, and other 
sections of civil society, within the country 
and internationally; which is a phenomenon 
that even the government’s draft recognises. 

In the time since the publication of the 
article, the national meeting mentioned above 
has also taken place (February 17-19. in 
New Delhi). Well over 100 people attended, 
from many states and many from local 
movements; though some were also 
significantly absent. While my paper had 
b^n circulated (in its full version) ahead of 
time - at least one copy each to stale 
convenors for local circulation - it wa.s the 
first formal occasion for this set of ideas to 
meet theexisting dominant school of thought; 
in a sense, for the two schools to meet. 
Though not entirely a surprise, given the 
history of movement that has taken place in 
the country over the past some years, it 
turned out that there was in fact a very strong 
measure of agreement on the need today for 
a displacement policy, not merely a 
rehabilitation policy. Many of the movement 
groups, in particular, spoke strongly for this. 
This very clear consensus was also 
summarise as such by, among others, Smitu 
Kothari of Lokayan, in his capacity as chair 
of one of the sessions: and this assumes 
small additional significance since he was 
the co^convenor of the National Working 
Groupon Displacement that drafted the 1988 
document. Given this, it can only be said 
to be 'unfortunate* that the statement of 
conclusions of the meeting as subsequently 
circulated by (he convenor of the meeting, 
though giving a hint of this consensus, 
avoids completely spelling it out as such: 
and as a whole, is fu/zy and blurred in what 
it says.^ Perhaps this i.s inevitable, when two 
schiKils meet, but where one is the convenor. 
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Given this, but even more given that people 
who are now very prominent in the struggle 
against displacement in the country were 
involved in the. 1988 exerci.se - such as 
Medha Patkar of the Narmada Bachao 
Andolan (then not yet formed), who was the 
other co-convenor, and Girish Patel, of the 
Lok Adhikar Sangh and lawyer for the NB A, 
among others - it is vital that this debate 
continue and that they (since they were not 
at the Delhi meeting) also take positions on 
this matter of strategy and principle. While 
the 1988 document may have reflected their 
analysis at that time, it is difficult to reconcile 
it with their positions today, and since it is 
in some ways the basis also for the 
government’s policy, a furtherround of open 
debate is essential. The moment is also vital: 
the government is clearly - for the time 
being - on the defensive about the violence 
that the Indian state has committed on its 
people, even i f for its own reasons of wanting 
foreign approval and investment; and there 
also seem to be elements within government 
who are sympathetic of another point of view. 

The NCHR had in 1988 itself - in response 
to a draft received for comments - rai.sed the 
question to the National Working Group on 
Displacement that there needed to be more 
clear formulations in its paper on the very 
possibility of displacement and also an 
attempt at making proposals for how to 
limit this. There was no specific response. 
More recently, Smitu Kothari, in his paper 
for the Delhi meeting, dismis.scd my 
characicnsation of the NWGD’s position as 
a "misreading”.^ But this is patently not so, 
from even the title of the document, as well 
as its content which while it certainly 
discusses displacement, makes no proposals 
at all as to how this should be addressed. 
Its proposals arc limited to very detailed 
formulations on how what it calls 'develop¬ 
mental rc.sctilemcnt* should take placc.^ 

In the situation in which we arc today, it 
is vital that we take stock and move on. 
Movements in the country have moved on 
a great deal since 1988: the NBA itself 
emerged only after that, but also so many 
other movements have taken shape, such as 
around the Nctarhat firing range. It i.s vital 
that civil society re-think its earlier positions 
as necessary and attempt to faithfully reflect 
the state of thinking and strategy in 
movements today; and in particular, to 
address not merely the symptoms but ahso 
the cause, and not merely indirectly, such 
as by using economics, but also directly, in 
terms of fundamental principles. 

Finally, there i.s one other omitted point 
which 1 feel needs to be also mentioned. Tliis 
is the need for initiating a process of historical 
redressal - of redressing wrongs committed 
against those displaced by the Indian state, 
i c, by definition since independence. The 
argument ! made in my paper was that if 
indeed we are collectively beginning to 
recognise and realise at all levels, including 
in government (as shown in its draft policy 
paper), that displacement is a violation of 
people's most fundamental rights, then surely 
wc need also to specifically and materially 
rccogni.se the pnee paid by the two to five 


croie of people for the'development* of the 
country since independence; especially given 
the facts presented in my paper which show 
that this violence of maldmiopment has been. 
directed very largely against adivasis and 
dalfts. It would surely be nothing less that 
a gross historical injustice, and gross immo¬ 
rality, for the country to turn away from this 
and try only to build principles for the future. 

I buttressed this argument by citing the 
fact that processes of such redressal are now 
starting in certain other parts of the world, 
where the same or similar crimes have been 
committed by colonisers against indigenous 
peoples. Within our own context, as others 
have written much before me, what else has 
our process of ’national develoment* been, 
if not an appropriation of 'the nation’ and 
the slate by dominant castes and classes, and 
if not colonisation - albeit ‘intemar?’Since 
writing and submitting my paper, I have 
learned - not entirely to my surprise - that 
this idea is by no means original, and that 
discussions on similar lines have already 
been taking place in committees appointed 
by government (such as the tribal lands 
committee headed by Roy Burman), and that 
some state government,s have already taken 
positions. I do not underestimate or 
undcremphasise the difficulties of such a 
task; but that surely cannot be the only 
criterion. This surely must be one of the most 
fundamental tasks for civil society in our 
country - to take the initiative towards the 
full recognition of the society that we are, on 
the basis of a full account of our recent past. 

Notes 

1 The NWG’s proposals contained in ‘A Draft 
National Policy on Developmental Resettl¬ 
ement of Project-Affected People’, were 
perhaps published first in Ufkayan Builetin 
sometime in 19KK, and then subsequently re¬ 
printed in Waller Fernandes and Enakshi 
Ganguly-Thukral (eds), Development, 
Displot ement ond Behuhihlotion: Issues Jor 
a National Debate. Indian Social institute. 
New Delhi, pp l()4-34. 

2 Anon. February 1995, ‘Response of the 
Participants of the National Workshop on the 
Rehabilitation Policy’, February 17-19. 1995, 
to the ’Draft Rehabilitation Policies of the 
Government of India’. inimeo, 1995 Available 
from Walter Fernandes, Indian Social Institute, 
10, Lodi Institutional Area, New Delhi 110003. 
Since this appears to be the only document that 
emerged from the national meeting, just why 
the report of the meeting was termed a 
'response' is not clear to me. 

3 Smitu Kothari. 'Developmental Displacement 
and Official Policies: A Critical Review', 
prepared for the Workshop on the National 
Rehabilitadon Policy, Indian Social Institute, 
February 17-19, 1995. 

It is interesting to note the progression in 
terminology, from 'developmental resettle¬ 
ment’ in tlK 1988document, to 'developmental 
displacement* in the 1995 one. 

4 As in note I, p 113 ff. 

5 See, for instance, Sanjay Sangvai,' "Nation", 
"Nationalism”, and Mega Projects*, Economic 
and Pidilical Weekly, March 5, 1994. 
Sanjay Sangvai is a central member of the 
Narmada Bachao Andolan. He is today 
critically unwell. This note is dedicated to him. 
and to all those in movements like him* who 
have challenged us all to le-ihink. 
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SHRI MANOHAR JOSHI 
CHIEF MINISTER 


Happy, Prosperous 
and self-confident 
Maharashtra is our aim 



SHRI QOPINATH MUNDE 
DEPUTY CHIEF MINISTER 


' To fulfil hopes and aspirations of the ^ 
people, the new Shiv Sena-BJP Government 
marches ahead with determination. 


^ A timr bound progranime to providn 
drinkinq water to all villages in the 
State 

• Urgent n lx f worK*- in diouqfit af*( (((xj 
district" Adequate puj'^ision for supply 
ot drinking water in tfie State 

• Wfiite paper on drinking water prohU^Ti 

• Asbistaneto the vk tirns ot recent hail 
storr7i Fnhanc ed findriv.ia' assistance of 
Hs 2S 000 each to ttie next of the kin 
ot tht deceased 

• Top priority to primary education with 
accent on quality imprrwf ment and 
reduction of drop outs 

• [ ree education up to post graduate 
level to the wards of sec c^ndary 
fiiqtier secondary teacheis and 
non teac fiing staff 


• Kamdhenu Scheme for providing 

self employment to handicapped > 
destitute and needy women 

• Scheme for pucca houses to 
slum dwellers 

• t stablishmcnt of a Sports Institute with 
modern sports tacilities tor achieving 
exc ellence in sports 

• Setting up of special courts for offences 
relating to atrocities against women 

• Zhunka Bhakar Scheme to provide 
food to common man at affordable 
price 

• Launching of the Nav Sanjeevan 
Yo)ana to acJdrc'ss tfu problem ot 
malnutrition in tribal areas 

• Resettlement of 1 45 375 farmers 
aftecteci by irrigation projects 

• Use of simple Marathi in the day to-day 
working ot the administration 


On the auspicious Maharashtra Day and the Birth Anniversery 
of Chhatrapati Shri Shivaji Maharaj, the new Government 
v pledges to give its people a Government which / 
they feel is their own and gives justice. 
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Government of Maharashtra 


Pruned by Krishna Raj at Modern Ails and Industries I SI A Z Industrial Lsiaic Ganpatrao Kadani Mar^i Iowli Paiel, Boinbay-400 OH 
and published by him lor Samccksha Truixt from Httkari House 284, Shahid Bhagatsingh Road Bombay 4(K) 001 


SPECTRUM ADMARK / DGIPR /1995 








April 29, 1995 


Regd No M H-By/South>325 




[773^1 P|44id -3TRncT #95 

L" J EXPORT-IMPORT BANK OF INDIA 


BALANCE SHEET AS AT 31 ST MARCH, 1995* 



LIABILITIES 

Rs 

1 

C apildl 

4 403 257 881 

2 

Reserves 

3 118 061 20? 

3 

FVofil A Loss Account 

160 000 000 

4 

Notes Bonds A Debentures 

6 439 500 000 

5 

Bills Payable 


6 

Deposits 

1 619 779 960 

7 

Borrowings 

14 4 JO 821 905 

8 

Current Liabilities A Provisions 

3 183 439 528 

9 

Other 1 labilities 

2 711 323 963 

10 

Resf rve for possible loan losses 



Total 

36 066 984 439 

NOTE Other Liabililies include Rb 1229 

J77 829/ being 

Rf 

erve for Exchange Flucluations in respect of foreign 

currency assots 

CONTINGENT LIABILITIES 


Artrplances Guarantees 

Lndors(*monts A other nbliqatinrij 

6 836 062 000 


ASSETS 

Cash & Bank Balances 
Investments 
Loans & Advances 
Bills Purchaser! 

Discounted Rediscounted 
Fixed Assets 
Other Assets 
Profit & L OSS Account 


Rs 

1 ?S0 495 361 
7 ns 921 690 
25 960 887 040 


98 661 590 
1 621 018 758 


36 066 9B4 439 


NOTE Foreign Currency bank balances equivalent to 
Rs 18 412 651 719 (Previous year 16 801 000 364) held 
on agency account including a sum of Rs 14 719 333 434 
assigned to GOI and the Lorresponding amounts p lyable 
subject to fulfilment of certain conditions are not me luded in 
the above Balance J:heel 


PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED 31 ST MARCH, 1995 


1 

EXPENDITURE 

Interest 

Rs 

1 691 364 606 

2 

Credit Insurance 



(Including Guarantee Fee) 

12 969 711 

3 

Staff Salaries Allowances etc 



and Terminal Benefits 

26 802 062 

4 

Directors and Committee 



Members Fees and Expenses 

27 570 

5 

Audit Fees 

75 000 

6 

Rent Taxes Electricity 



and Insurance Premia 

25 095 672 

7 

Postage Telegrams and Telex 

10 877 240 

8 

Legal Expenses 

2 248 245 

9 

Other Expenses 

68 933 450 

10 

Depreciation 

17 076 552 

11 

Transferred to Reserve for 


12 

possible loan losses 

Profit carried to Balance Sheet 

••708 320 000 


Total 

2 643 790 108 


(Less provision made during the year for bad and doubtful 
debts and other usual and necessary provisions) 


I 


1 Interest and Discount 

2 Exchange Cornmissior 
Brokerage and Fees 

i Other Income 

4 Loss t arried to Balance Sheet 


^ 534 ??1 747 


2 643 790 108 


'* of which Rs 628 320 000 is transferred to Reserves and 
Rs 160 000 000 IS payable to Government as dividend on Capital 


* Abndqed and relates to the General Fund 


HIGHLIGHTS 1994-95 


Export Bide 

Export ads made amounted to Rs 9Se8 crores 

SuRity cmiracb MTon vBlusd al Rs 1M crores i^lert an rcreaseoi 113 peroert 

Consultanry contracts secured r»ave yone up by 10 percent 

''5 ocirtracfs sealed lirxlBd by rnuMaieriWinsihAore valued 1501 rrores 

Financial Paramettrt 

Net profit at Rs 78 83 crores re^sters increase by 36% over the prewxjs year 
Net worth of the Bank goes up to Rs 7W rrores 

Dividend payable lo Govemmeni increases to Rs 16 crores Irom Rs 14 crores last year 
Export Promotion Inlllativtt 

Two overseas oflces at Bodapatl and Rome set up to provide value added mlormabon 
md advisory services to Indian companies tor increasing trade and inveslm«n* 'v)porlifiitias 
with Eastern and Western Europe respectively 

Exirmus Centre set up at Bangalore to conduct short lemi programmes and wy ops to 

Support Indian companies m their globalisation effods Globalisation sirategii > Italian 

Kxm ventures Indo Canadan trade oppodunifies QuaMy Management were sorr >tthe 
lopes covered recently 

Clusters ol E xcellence programme lor ISO 9000 Certification already m operation at 6 
centres witti 4 more to become operational by mid 1995 One hundred medxjm sued 
companies would be covered in 10 dusters under this programme 


Award lor Business E xcelienre ha^ been msiituied by Fxim Bank joinily with Cli to be 
awarded 1995 onwards lo the Indian company adopting best T OM practices It is 
expected that this would be a recognition tor export piomotion and integratior with 
the world economy 

Co-operation Arrangement with E uropean Bank lor Heronstfurfion and Development 
(FBRD1 to track proien and investment opportunities in L BRD funded pro|eas m Eastern 
Europe and CIS countnes 

Co-operation Arrangement wrth SVE X srt of Italy to promote jokh venture projeds in India 
with technical and/or financial collaboraiioo with medium sized companies from Ermiia 
Romagna regior ot Northern Italy 

Components of our strategy 

Competibve finance for product developmeni investment capital export maiketing and 
term export credrt 

Encourage and assist two-way transfer of investment and technology 
Buvness intormatiun and advrsory services 

Analyticaf research on markets and export opportunities to help fndhan Companies 
mtegrate with world economy 


Mors than finffict tea creole export cipibfMiM 


EXPORT-IMPORT BANK OF INDIA 

Solutions boyond banklnd 


P 

P 

P 

P 

P 

P 

P 
P 
% 
P 
P 


Hoadquorltrs Centre One Floor 21 World Trade C ^ if* 
Offictt Mew Delhi ‘ Caicuna' MaOiaF 


••bay400005 Phone 2185272 Telex 011 85177EXIMIN Cable EXIMINDIA Fax 2182572 
dafK e ‘ Ahmedabad * Abidjan * Washington D C ' Singapore ‘ Budapest * Rome 
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Economic Reform and 1995*96 Budget 

K planning emeiges strongly in the contemporary world of vastly 

bility of finance capital not so much because within a given universe 
iperior to the market, but as a mechanism for changing the universe 
laking. Globalisation in the era of financial mobility dooms , 
ce ours to a perennial state of low and highly unstable growth. 993 
ctive of the economic reform programme is to make the country more 
ransnational corporations (TNCs) and to induce them to invest more 
^ V are the TNCs responding to the new policies? Are they investing 

primarily for the export market or for the domestic market? What aie the 
prospects for export-oriented foreign investment? 999 While any framework to 
appraise the structural adjustment programme should work with macro-economic 
categories of demand and supply, it should incorporate the structural features of 
the Indian economy, focus on the decisions of the firm over the medium-run and 
be capable of analysing the effects of macro-economic policies on growth. 1013 
Existing estimation procedures are likely to overestimate household saving and. in 
turn, overall domestic saving. Two principal sources of overestimation are 
portfolio investment by Fils and private transfers from abroad. 1021 With the 
long-awaited signs of industrial revival, Che past year has given rise to new 
expectations. If these prove right and the tempo of industna! growth is sustained, 
the economy would have entered a new phase of development and that would 
bring new problems. Erstwhile solutions are unlikely to be effective in the new 
scenario. 1043 The Indian economy is increasingly beset with instability — in 
the external account, the budgePand with regard to demand factors. At the same 
time, policy-makers are losing control of the economy. This is a dangerous 
combination since instability may lie dormant and manifest itself when tnggered 
off; and with policy instruments blunted, it may get out of hand quickly. 1050 
Contrary to the basic tenet of current fiscal policy, there is substantial scope for 
raising public investment without adding to inflationary pressures. Such 
investment would in fact raise the overall saving ratio of the economy and reduce 
the investment-savjng gap in the public sector. Also missing in the budgetary 
measures is a rational system of tariffs, taxes and subsidies based on 
considerations of both comparative advantage in production and comparative 
benefits from domestic absorption of goods and services. 1061 To attempt to 
control Che economy by targeting certain so-called Tundamentqis', prominent 
among them the fiscal deficit, appears to be wildly ambitious in the light of the 
recent experience. In any case, no real fiscal 'correction' has occuned. To cut the 
deficit by restraining the growth of capital expenditure and to call this 'fiscal 
prudence' reveals an Orwellian imagination. 1067 Recent budgetary policy has 
led to a significant decline in investment and saving and yet failed to stem the 
inflationary spiral let loose since the late 1980s. The 1995-96 budget represents a 
continuation of this policy. 1072 The focus being on the external payment crisis, 
there has been less awareness of the fact that there is an equally criticsd situation in 
respect of internal payments; in fact the situation today is worse than it was four 
years ago. The 1995-96 budget marks a continuation of the slide down. 

987 The weak spots in the economy are not just the fiscal deficit, inflation and 
infrastructure, but also the decline in saving and investment rates, the real 
appreciation ofHhe rupee and the increased debt servicing, about all of which the 
1995-96 budget is silent. .The tax reforms also do not stand fully vindicated and 
the changing composition of government expenditure has deleterious 
consequences for the long-run growth of the economy. 1079 The feasibility of 
the targets of flscal^deflcit and output and employment growth indicated or 
implied in the 1995-96 budget are quesdonaMe. The puzzle of falling saving and 
investment with rising output also calls for deeper probing, 1085 The 1995-96 
budget has little to cheer those who seek to bring atout major changes either in the 
marketing arrangements or institutional structures for pricing ahd distribution in 
agriculture. Failure to address the reforms needed in agriculture may indeed 
become the drag on the overall reform process. 1089 The economic reforms 
have been content to treat social expenditures as a residual. They have been 
'protected* in a minimal sense in the 1995-96 budget, but no attempt has been 
made 10 evolve a fiatfonal poficy on sooial expenditures. 1095 Presumptive 
norms can be used either to generate estimated income actuals or potential 
income in terms of what is possible with average effort. In both forms they can 
be a base-broad^ng accretion to the structure of conventional income taxation 
in less developed countries. 1103 Finances of the union government: special 
statutics. 1125 




INSTITUTIONS, INCENTIVES AND ECONOMIC REFORMS 


Policy Analysis Program: Call For Proposals 


The Center for Institutional Reform and the Informal Sector (IRIS) at the University 

of Maryland, in collaboration with the National Institute of Public Finance and 

Policy (NIPFP), New Delhi, is seeking proposals for its policy analysis program in 
% 

areas relevant to policy formulation and economic reforms in India. 

The program supports policy analysis in the following five areas: (1) Governance 
and Economic Development, (2) Agricultural Parastatals, (3) Public Enterprise 
Management and Industrial I>eregulation, (4) Fiscal Federalism and Tax , 
Administration, (S) Women’s Property Rights and Fertility, Poverty and Economic 
Development. Further details available upon request. 

The program is open to all scholars interested in woiieing on India and its economic 
reform effort. Each proposal selected for the program will be eligible for funding 
up to the amount of $10,000. The last date for submission of policy analysis 
proposals is July 1, 1995. Those selected will be notified by August 5, 1995. 

For detailed information, and application procedures, please contact: 

Dr. Satu KShkdnen, Project Dilator 
The IRIS Center 
2105 Morrill Hall 

University of Maryland at College Park 
College Park. MD 20742, U.S.A. 

Phone: (301) 405-3051 Fax: (301) 405-3020 
E-mail: satu@iris.econ.umd.edu 
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Shortage of Saving 

O N the country’s macro-economic performance, there is 
a sudden change from euphoria to barely concealed 
unease. Only a few months ago government spokesmen and 
industry associations alike were exuding confidence that, 
after three years of stabilisation and structural adjustment, 
the economy had Anally locked into a high-growth trajectory. 
According to this view, 1994-95 had been the turning point, 
with overall growth touching 5.3 per cent and industrial 
growth coming close to 10 per cent; from 1995-96, the 
economy should be expected to achieve GDP growth rates of 
6 to 7 per cent per annum and industrial growth of more than 
12 per cent. This exuberance seems to have been surprisingly 
short-lived and newspapers and other media arc full of 
expressions of anxiety and foreboding over the acute shortage 
of liquidity, the tribulations of the stock markets, the adverse 
impact on industrial growth of the RBI’s ban on bridge loans 
against shares, the slowing down of the pace of economic 
reform in response to political pressures and so on. The 
government, though it says it wants to push ahead with the 
reforms, is clearly not so sure any more, not with parliamentary 
elections due in less than a year. There is visible lack of 
enthusiasm for many of the reform measures contemplated 
earlier, from opening up the insurance sector to private and 
foreign companies to the resumption of a modiAed system of 
forward trading in thestock exchanges. Instead, as exemplified 
by the budget for 1995-96, the priority is to demonstrate that 
the government’s heart beats for the poor. 

There is. at the same time, no serious attempt to objectively 
evaluate the performance of economic reform so far. Such an 
evaluation would have provided a far surer basis for mid¬ 
course corrections than the fear of elections. Apart from the 
fundamental questions of the consequences of economic 
reform for the incidence of poverty and access to essential 
social services, levels of employment and unemployment 
and income and wealth inequalities, even the claims of 
accelerated growth of GDP and of manufacturing output as 
also of improvements in many other macro-economic areas 
need level-headed examination. It is now commonplace that 
a signiAcant part of the growth last year was due to the 
seventh year of good agricultural output. In fact, what is 
noteworthy is that the spread effects of the farm bounty for 
industrial growth and also its beneAts in terms of. say, control 
of inAation, have been thoughtlessly Aittered away by policies 
and measures supposedly part of structural adjustment and 
economic reform. Within agriculture, the base of growth has 
remained nanow, particularly in terms of the cr(q>-sprcad. 
Ouqiut of pulses, for instance, is expected to be 14.3 million 
tonnes in 1994-95, or no higher than in 1990-91. With the 
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wholesale price index for pulses nsing by nearly 70 per cent 
in the post-refmm period, this chief source of protein for the 
poor has been virtually put out of their reach. The basic issues 
of agricultural investment and rural credit, of growth of crop 
and livestock production in the relatively poorly-endowed 
regions and of inter-crop balances have been by and large left 
untouched by the reform. The government’s one-track ap¬ 
proach is typiAed by its decision to permit import of pulses 
under CXjL, leaving it to pnvate traders to decide when and 
how much to import. Since there are few takers at the prices 
which traders And worth their while, the government’s 
liberalisation of import of pulses has on the whole gone 
abegging. 

The present decline in the annual rate of inAation i.s 
attributable to just a few commodities, whereas prices of food 
articles, for instance, have been rising continuously. The 
industrial growth may give the appearance of being broad- 
based, but a closer look brings out the disproportionate 
contribution of automobiles and consumer durables A 
signiAcant part of export growth similarly has come from 
gems and jewellery, textiles'and agriculture-based 
commodities, not from capital goods or technology- and 
knowledge-intensive industries. The industrywisedistribution 
of FDI approvals worth $ 9 billion (nearly Rs 30.(XX) crore) 
so far shows that about one-fourth is in power and oil-reAning 
and another one-third in agro-based industries. Anancial 
services and tourism and miscellaneous services. What is 
more. FDI proposals which have actually got off the ground, 
accounting for actual FDI inAow of about $ 2 billion, are 
essentially in low-priority consumer goods industries. FDI 
approvals and industrial entrepreneurs’ memoranda (lEMs) 
also point to acute regional concentration. All this serves to 
drive home the point that, at the present stage of development, 
mere opening up to foreign capital and imports and free 
market policies will not usher in sustained, broad-based and 
technology-promoting growth. Apart from the essential pre¬ 
conditions relating to social infirastructure, these goals call 
for a deAnite long-term strategy of technology acquisition 
and industrialisation with priorities for specific sectors and 
industries. The reform measures have done nothing to correct 
the long-standing dependence on repetitive import of 
technology. In fact, in the new environment Indian companies 
are Anding it difAcult to get the latest technologies without 
surrendering management control. Foreign companies are 
increasingly insisting on majority shareholding even in 
medium-size companies. Indian companies arc also Anding 
that in tie-ups with foreign companies they are increasingly 
assuming the role of assemblers and fabneators. 
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The official reluctance to probe beneath 
the surface is nowhere more obvious than in 
relation to the performance of the economy 
in 1994-95. The 8 per cent or so anticipated 
industitai growth is essentially based on the 
same factors as the growth in the 1980s - 
prominently, large borrowing by the central 
government and the corporate sector. In the 
external sector, borrowing has to an extent 
been replaced by portfolio investment. Total 
foreign portfolio investment (including that 
through GDRs, etc) in 1993-94 and 1994-95 
aggregated more than Rs 21,000 crorc. This 
inflow, which was responsible for the surge 
in liquidity growth, made it possible for the 
government to run the highest ever (as 
percentage of GDP) revenue account deficits 
in 1993-94 and 1994-95 by resorting to 
large unplanned borniwmg. Commercial 
banks simultaneously achieved an unprece¬ 
dented level of investment m government 
and other approved securities in 1993-94 
and very high non-foiKl credit expansion in 
1994-95. This liquidity growth was unrelated 
to any step up in domestic saving. The 
domestic saving toGDP ratio in fact declined 
sharply from 23.7 per cent in 1990-91 to 
20.2 per cent in 1993-94 and all indications 
point to a further fall in 1994-95. Aggregate 
bank deposit growth was substantially 
lower as were new capital raised by 
companies in the domestic primary markets 
’ and funds mobilised by Unit Tru.si of 
India and other mutual funds. While 
corporate saving may show some rise, the 
unprecedented revenue deficits of the 
central government will effectively fore¬ 
close any rise in public sector saving. 
Government policies of permitting import 
of gold and silver and encouraging upper 
middle class consumption (rather than 
saving) will hardly help to raise the saving 
propensities of the community. 

The insufficiency of domestic saving is 
emerging as the severest constraint on 
growth. There are clear signs of a liquidity 
squeeze. Government has been able to secure 
conveiSion of 364-day treasury bills only to 
the tune of Rs 1,653.58 crorc against total 
bills due for redemption of Rs 7,400 crorc 
and that ux) at a cut-ofi yield of 13.25 per 
cent. Again, the centre’s Rs 1,000 crorc 
loan floatation was undcr-.sub.scribed even 
at a coupon rate of 13.75 per cent, whereas 
the government’s requirement of market 
borrowing has been pul at Rs 27,087 crorc 
in 1995-96. State governments have been 
made to borrow at a coupon rate of 14 per 
cent. The strain on the centre's finances is 
getting reflected in the net issue of ad hoc 
treasury bills piercing the much-publicised 
ceiling of Rs 9,000 crore (the figure fixed 
for last year; the ceiling for the current year 
has to be lower). 

The liquidity squeeze reflecting the 
inadequacy of domestic saving is unlikely 
to be offset by larger external inflows, 
particularly capital flows of a stable nature. 
Considering the rising import propensities, 
the trade deficit and the CU^nt account 
deficit are bound to grow current year 
and indeed in the medium tei^Theexternal 


debt service burden is projected to grow 
from $ 10.8 billion in 1994-95 to $ 12.3 
billion in 1995-96 and to $ 14.S billion in 
1996-97. As for capital inflows, the scope 
for external borrowing is strictly limited 
considering that the country's outstanding 
external debt has already crossed $ 90 billion 
or more. Recognising this, the government 
has put a cap on external borrowing and also 
become cautious about companies issuing 
global depository receipts or euro equities 
if such issues are not linked to specific 
projects. Finally, the flow of foreign direct 
investment, which may have touched $ 1 
billion in 1994-95, is not expected to go 
beyond $ 2 billion or so a year in the 
medium term, given the foreign investors' 
essential focus on production for the Indian 
market rather than for export. By contrast, 
It was export production which attracted 
sizeable FDl to some of the south-east 
Asian countries, while in the case of China 
FDl has gone largely into infrastructure,' 
with much of it coming from non-rcsidenl 
Chinese. Non-resident Indians, on the other 
hand, do not constitute a major source of 
FDl for the country. Data for the post- 
reform period up to February 1995 indicate 
that NRIs have brought in Rs 2,152 crorc 
out of a total FDl inflow of Rs 6,889 crorc, 
with a significant proportion of that too 
going into real estate development. 

Against this background, the fading of 
euphoria over the performance of the 
economy in 1994-95 is understandable. The. 
emerging constraint of resources, domestic 
and foreign, suggests that the surge in 
liquidity induced by foreign inflows in the 
immediate post-reform period was an 
aberration. Far more fundamental is the 
shortfall in domestic saving. 

KASHMIR 

Partners in Perfidy 

ALTHOUGH quite predictably New Delhi 
and Islamabad have been accusing each 
other of burning down the Chrar-c-Sharief 
shrine in Kashmir, a closer scrutiny sug¬ 
gests that both the governments collahorat- 

3 ^ - in one of those ironical paradoxes of 
iplomacy • in bringing about the destruc¬ 
tion of the 5(X)-ycar-old symbol of Hindu- 
Muslim coexistence of religious devotion to 
the Sufi saint Sheikh Nooniddin Noorani. 

As for the Indian government, one is 
intrigued by the miserable failure of its 
arm^ might, ranging from the military to 
the security forces, and the ubiquitous 
intelligence sleuths to boot, in detecting 
and preventing the entry of the militants 
(supposedly M by an Afghan war veteran. 
Mast Gul) into the shrine quite some time 
ago. On a mini-scale, the lapses remind one 
of the developments in Amritsar on the eve 
of Operation Bluestar in 1984. The 
intelligence and security forces of the Indian 
government displayed the same mysterious 
indifference to the gf^ual consolidation of 
the Khalistani militants under Sant 
Bhindranwale inside the Golden Temple 


comptex for months t^jelher. Instead of 
nipping their activities In die bud, they 
allowed Bhindranwale and his followers to 
operate from the shrine and gave them a 
long rope finally to invite a holocaust killing 
a large number of innocent pilgrims, along 
with the Sant and his henchmen. Although 
the Indian government’s botched-up 
operation at Chrar-e-Sharief has not led to 
a similar catastrophe, it has meant immense 
sufferings for the common people of the 
Chrar town, which was sealed by the army 
and the BSP forces from all sides for more 
than two months, preventing the supply of 
food and essentials. The series of fires 
which broke out in the town on May 8 and 
9 - blamed on the use of incendiary materials 
in the exchange of fire between the army 
and the holed up militants - destroyed 
thousands of housed and quite a number of 
innocent lives were lost. As in Amritsar in 
1984, in Chrar today, it is the common 
citizens who have had to pay the price for 
the lapses of the administration. If the 
administration hoped that by allowing the 
militants to desecrate the shrine (by their 
use of it as a military base) it would expose 
thcirscant regard for the religious sentiments 
of the valley's Muslims, it is sadly mistaken. 
Even if the Indian army claims to be innocent 
and denies responsibility for the destruction 
of the shrine, the people of the valley, 
oppressed as they have been by the atrocities 
of the Indian army and para-military forces, 
arc only too willing to lay the blame squarely 
on the Indian government. 

Pakistan has been no less unscrupulous 
and opportunist in exploiting the sentiments 
of the Kashmiris. The Islamic 'mujahideen* 
who receive military training from Pakistan 
(euphemistically described by Benazir 
Bhutto as 'moral and diplomatic aid*) flaunt 
their concern and anxiety about their co¬ 
religionists in the valley and justify their 
'jehad' against the Indian government by* 
claiming to protect their threatened religious 
beliefs and institutions. Yet, these same 
self-proclaimed devout 'mujahideen* had* 
no qualms in occupying a shrine named 
after a Muslim saint and using it virtually as 
a military bunkef, knowing very well that it 
will be vulnerable to an attack by the Indian 
army. Where was their respect for their own 
religious tenets and shrines? Were they 
keen on protecting the shrine or bent on 
seeing it destroyed so that their mentors in 
Islamabad could fire another diplomatic 
salvo against India? Are they then less 
responsible than the Indian army for the 
desecration and the final destruction of the 
Chrar-e-Sharief? 

The Chrar-e-Sharief shrine had thus been 
reduced to a ploy in the Indo-Pak war game 
much before its destruction, with both New 
Delhi and Islamabad waiting in the wings 
for exploiting its reli^ous appeal. Nothing 
could be more insuhing to the memory of 
Sheikh Nooruddin Noorani than the farq^ 
that we are witnessing today - the Hindu 
communal BJP leaders using it to shed 
crocodile tears over outraged Muslim 
feelings in their campaign against 
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Namsimha Rao: the latter po&mg as an 
innocent victim of Pak-inspired militancy 
in Kashmir and trying des^rately to turn 
national attention against the ^foreign hand’ 
in Islamabad; the ruling powers and the 
Islamic clergy in Islamabad beating their 
breasts, mourning the destruction of the 
shrine (although ironically the orthodox 
ruling Islamic clergy had always denounced 
the Sufist messages of equality, eclecticism 
and syncreticism, preached by popular saints 
like Nooroddtn Nc^prani): and both New 
Delhi and Islamabad preparing plans to use 
the destruction of the shrine for inveighing 
against each other. 

GOVERNMENT FINANCES 

Fiscal Retrenchment 

THE concluding pages of this issue contain 
a set of tables on the finances of the govern¬ 
ment of India. These bring out in unmistak¬ 
able terms that, under the policy of structur¬ 
al adjustment, there has occurred gradual 
fiscal retrenchment. Revenue receipts and 
plan and non-plan expenditures have all 
shown steady declines since the beginning 
of the Deform programme. At the same time, 
some of the distortions in the fiscal area, 
which were expected to be set right under 
the new dispensation, have remained intact. 

The central government’s revenue receipts 
(net) as percentage of GDP, which stood in 
range of 11 to 11.5 per cent in the second 
half of the 1980s, have declined to 9.6 per 
cent in 1995-96 (BE). The decline has 
essentially been in tax revenues (from about 
8.4 per cent to 7.1 per cent), while non-tax 
revenues, which were expected to show 
some improvement under the policy of re¬ 
covering user costs for the public services 
and securing higher returns on investments, 
' have shown no improvement (2.5 per cent 
of GDP in 1995-96 against a range of 2.2 to 
3.1 per cent in the earlier years). Capital 
receipts of the central government, which 
averaged about 7.5 per cent of GDP in 
earlier years, have fluctuated between 5.1 
per cent and 7.5 per cent during the past five 
years; they are 6.3 per cent as per the budget 
estimates for 1995-96. 

While the ratio of taxes on incomes, 
property and capital transaction to GDP 
has moved up from 2.1 per cent in 1990*91 
to 3,1 percent in 1994-95, that of commodity 
taxps has registered a fall from 8.7 per cent 
to 7.5 per cent of GDP. As a result of 
widespread reduction in duty rates, only 
about six commodity groups now fetch over 
60per cent ofimportduty receipts, while 15 
commodity groups fetch over 84 per cent of 
receipts from central excise duties. 
Hydrocarbons, chemicals, machinery 
(electrical and non-electrical), iron and steel 
manufactures, plastics, synthetic yarn, 
cement, tyres and tubes and tobacco 
manufactures are the major revenue earners 
for the govemment. 

Total expenditure of the central 
govemment, which constituted about 20 to 
22 per cent of GDP during the 1980s, has 


steadily declined and is expected to be 16.5 
percent in 1995-96. Both plan and non-plan 
expenditures have suffered cutbacks but the 
cutback in plan expenditure has been both 
systematic and steep, though it must be 
noted that erosion of the share of plan 
expenditure had begun in the mid-1980s. 
The latter had constituted over 8 per cent of 
GDP in the early 1980s; itfell to7.3 percent 
in 1987-88 and to 5.3 per cent in 1990-91. 
The budget for 1995-96 places it at 4.6 per 
cent. In the composition of non-plan 
expenditure, interest payments, which have 
shown the fastest rise from about 3 per cent 
of GDP to 5 per cent of GDP during the past 
decade, have now begun to surpass the size 
of plan expenditure. 

Expenditure details suggest that while 
defence expenditure as a percentage of 
aggregate expenditure has generally 
remained between 14.3 and 154 per cent 
since 1990-91, subsidies have lost ground 
during the period from 11.5 per cent to 7.2 
per cent. As said earlier, the highest rise 
has occurred in interest payments from 
20.4 per cent of aggregate expenditure to 
30.2 per cent. The share of social and 
economic services (plan and non-plan 
together) has, however, also remained static 
at about 20.6 per cent. 

A conspicuouselement in the fiscal picture 
is the persistence of a high level of revenue 
deficit; at 3.5 per cent of GDP in 1995-96 
(BE) it will remain as high as it waS in the 
crisis year of 1990-91. Gross fiscal deficit 
was 8.3 per cent of GDP in 1990-91; it has 
fluctuated between 5.5 per cent and 7.7 per 
cent thereafter, though the goal has been to 
reduce it steadily. As a result of the 
persistence of a high gross fiscal deficit, the 
ratio of the centre’s total liabilities to GDP 
has been continuously rising from 59 per 
cent at the end of March 1991 to 65,5 per 
cent at the end of March 1995. The increase 
has taken place in internal debt and other 
internal liabilities (essentially small savings 
and provident funds); the ratio of external 
debt to GDP has remained at about 6 per cent 
(but this is based on debt valued at historical 
exchange rates of the rupee). 

In t^e transfer of net resources from the 
centre to the states, the smallest increase of 
Rs 1,123 crore (2.3 percent) will take place 
in 1995-96, the first year of devolution 
based on the Tenth Finance Commission’s 
report as compared to a rise of about Rs 
5,900 crore or 23 per cent five years ago in 
1990-91, that is, the first year of devolution 
based on the Ninth Finance Commission's 
recommendations. While a decline of 
Rs 2,650 crore in small savings is partly 
responsible for this reduced devolution, 
there has also occurred a fall in plan 
assistance from the centre from Rs 20,827 
crore in 1994-95 (RE) to Rs 19,506 crore in 
1995-96 (BE). 

The estimated staff strength as indicated 
in the budget documents (excludi ng defence 
personnel but including defence civil) has 
declined from a peak of 41,39,256 as on 
March 31, 1992 to 39,45,436 as on March 
31,1995; it is, however, expected to rise to 


40,12.713 at the end of this fiscal year. 
During the four-year period, expenditure on 
pay and allowances rose by 45 per cent 
from Rs 11.897 crore in 1^1-92 (RE) to 
Rs 17,263 crore in 1995-96 (BE). 

FISHING 

Deep Sea Devil 

THE agitation against foreign ptinicipation 
in deep-sea fishing in Indian waters was 
renewed on May 2 with a fast launched by 
Thomas Kocherry. convenor of the National 
Fisheries Action Committee against Joint 
Ventures. This action has again focused 
attention on an issue which has been sim¬ 
mering since the new policy allowing joint 
ventures was instituted in 1991. Under the 
new policy 54 licenses were issued for joint 
ventures in this sector, but faced with pro¬ 
tests from traditional fishermen and en¬ 
vironmentalists the government in January 
put a freeze on new licensing pending a 
review of the policy by a committee headed 
by Bob Murari, former secretary in the 
food processing ministry. However, vessels 
already engaged in operations were per¬ 
mitted to continue till the end ol 1995. 
The ministry also decided to allow deep 
sea fishing vessels under a foreign flag to 
fish only beyond 24 nautical miles on the 
west coast, and some other restrictions on 
trawlers were imposed. 

In spite of these concessions by the 
govemmenl. the agitating fishermen have 
demanded a complete ban on the operation 
of 100 per ce^ni export onenicd joint ventures 
inside the Inclian Exclusive Econortiic Zone, 
which extends to 2(X) nautical miles. Protests 
are being held in various coastal area$ and 
the agitation has been supported by WPs of 
various parties as well as by a number of 
academics and activists. Their position is 
that the plunder of fish resources by huge 
factory ships would be disastrous to the 
ecosystem, as has already been demonstrated 
by the depletion of fish resources in other 
oceans because of heavy fishing by countnes 
such as Japan and Canada. Spokesmen of 
fishermen’s organisations allege that catches 
in the coastal waters have decreased due to 
the entry of big trawlers. 

The logic of the government’s policy 
permitting joint ventures is to allow Indian 
companies to acquire the latest technology 
in order to be able to compete with countries 
such as Thailand and South Korea in this 
sector. The government argues that its policy 
is sound since it docs not allow the operation 
of foreign vessels, but only Indian vessels 
in joint ventures. Furthermore, it is claimed 
that deep-sea fishing will not affect coastal 
fishing by traditional and mechanised craft 
since their area of operation is different. 
According to the govemment, of 3.9 million 
tonnes of marine resources, only 2.7 million 
tonnes are being harvested at present. Union 
minister for food processing, Tarun Gogoi, 
recently stated that the ban on fresh licensing 
has become counter-productive because 
poaching by foreign vessels in the Indian 
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economic zone has increased considerably 
in recent months. He also said that it is over* 
fishing by mechanised boaU in coastal 
waters that is causing the depletion of marine 
resources. The Deep Sea Fishing Industry 
Association has also denounced the 
agitation, claiming that there are only 22 
vessels operating in Indian waters at present, 
with an annual harvest of 15,000 to 20,000 
tonnes, hardly 2 per cent of the total catch. 
But in spite of the agitation and industry's 
claims that it is suffering, total seafood 
exports crossed the $1 billion mark for the 
first time in 1994-95. 

This controversy comes at a time when 
the conflict between Spain and Canada over 
fishing rights has renewed international 
concern about the over-exploitation of ocean 
resources. Huge hi-tech factory vessels 
from the miyor fishing nations roam the 
oceans in search of new areas to exploit as 
their traditional fishing grounds are being 
played out. In the process they often invade 
the territorial waters of other countries, 
especially in the third world, who do not 
have the resources to prevent such 
encroachment. A number of third world 
countries have allowed fishing by foreign 
vessels in their waters for short-term 
economic gams. If the government has its 
way, India is poised to do the same, in spite 
of the lesson already learned in 
Visakhapatnam where the entry of Indian 
and foreign leased trawlers depleted deep- 
sea prawn resources in the Bay of Bengal 
within a few years, at the same time causing 
a decline in the catches of traditional 
fishermen. 

At stake is not just the resources of one 
country versus another but the entire 
ecosystem of the oceans. According to the 
FAO, nine of the world's 17 major fishing 
grounds have been devastated by over¬ 
fishing and four more are under serious 
threat. The government's argument that 
deep-sea vessels do not compete in the 
same waters as traditional fishermen is 
spurious; the ocean is not divided by 
fences, and the replenishment of fish 
stocks depends on the migration of fish at 
different stages of the life cycle through 
different depths of water. Of course, the 
mechanised fishing industry al.so needs to 
be regulated to avoid over-exploitation of 
coastal waters. Any policy formulated by 
the government should reflect the interest 
of the country as a whole, which is to pre¬ 
serve the environment of the ocean in the 
entire economic zone .so that its resources 
can be utilised on a sustainable basis and in 
an equitable manner, with the primary object 
of feeding our own people rather than 
earning foreign exchange. 

Even as western governments try to control 
the activities of their burgeoning shipping 
fleets, they arc subsidising their activities; 
according to an FAO estimate, the global 
fishing industry received a total of S54 
billion in subsidies in 1992. The industry 
still managed to make a loss of $50 billion 
because half their income is used to pay 
back capital investment in hi-tech ships. 
Trawler fleets have invested heavily in 


high technology, but because of the 
depletion of resources even a fraction of the 
total capacity cannot be utilised, hence the 
search for new fisheries. Given that millions 
of people depend on the sea for a cheap 
sopree of protein, one can imagine the result 
of an invasion of foreign vessels scooping 
up desirable species for export to the rich 
nations while throwing back cheaper 
varieties (dead) at the rate of 27 million 
tonnes per year. 

POUCE 

Judicial Strictures 

IN these bleak times, it is reassuring to find 
that the judiciary occasionally wal^ up to 
reassert its authority over an arm of the state 
which has become a law unto itself - the 
police. In the space of a month or so. the 
Supreme Court has come up with a number 
of severe strictures against the police 
in Punjab, Haryana and Uttar Pradesh. 
Whether the apex court's orders for prose¬ 
cution of the guilty policemen will have any 
sobering effect’ on the future behaviour of 
the police is a different matter. But the fact 
that the Supreme Court has been compelled 
after all these years to recognise the severity 
of human rights violation by the state- 
pampered police force in places like Punjab 
and elsewhere suggests that at least some 
among the Indian liberal establishment have 
begun to feel that thihgs have gone too far 
in the name of suppressing terrorism. One 
wishes these influential and respected 
members of the establishment, with the 
necessary courage and honesty, persist in 
the honourable task of meting out punish¬ 
ment to the offending personnel of the 
state's repressive apparatus, so that the 
functioning of the Indian police can be rid 
of the heinous crimes for which it has 
acquired international notoriety. 

In April, the Supreme Court ordered the 
prosecution of five officers of the Punjab 
police for their alleged involvement in the 
killing of a suspected militant couple at 
Tiljala in Calcutta in 1993. Earlier, the 
West Bengal government had reportedly 
expressed its displeasure at the way the 
Punjab police entered the state without the 
permission of the state administration and 
killed the couple. Soon after this telling 
indictment of the Punjab police, in early 
May. a Division Bench of the Supreme 
Court awarded jail terms of two to three 
months to three police officers, including a 
superintendent of police, of Haryana, for 
filing false affidavits in a habeas corpus 
matter. The matter involved the illegal 
detention by the police of an employee of a 
business firm which had a civil dispute with 
another firm which is owned by the son-in- 
law of Haryana chief minister Bhajan Lai. 
The guilty police officers were charged 
with not only submitting false affidavits 
before the court, but also forcing a taxi 
driver to make false statements on oath, in 
order to mislead the court and cover up their 
misdeed of illegal detention. The Ihinjab 
police was again pulled up by the Supreme 


Court on May 4 when the judges, hearing a 
habeas corpus case accusing the police of 
abducting seven members of a family from 
a village in Amritsar in October 1991, 
expressed their indignation at the way 
Puitiab's additional solicitor general had 
sought to justify the police action while 
defending the accused policemen. The chief 
justice, A M Ahmadi, who was a member of 
the bench hearing the case, reprimanded the 
Punjab official: "There is a limit to 
protecting these [police] officers. You are 
trying to defend the impossible." In yet 
another recent case, a two-judge bench of 
the Supreme Court has expressed its anguish 
after a perusal of aCBI report which indicted 
certain police personnel of Haryana and 
UttarPr^esh ^collaborating in registering 
false cases against a businessman at the 
instigation of a rival businessman who is a 
member of parliament. 

The apex court's di.squiet at the increasing 
evidence of police tyranny and arbitrariness, 
and fears about its consequences were 
summed up in the judgment delivered by 
the division bench which served jail 
sentences on the three Haryana police 
officers: "... it is distressing to note that 
quite often when every morning one opens 
the newspapers and goes through its various 
columns, one feels very much anguished 
and depressed in reading reports of custodial 
rapes and deaths, kidnapping, abduction 
and faked police encounters and all sorts of 
other offences and lawlessness by the police 
personnel, of which countless glaring and 
concrete examples arc not lacking." The 
bench then, referring to the "policing system, 
which was not as effective as it ought to be", 
sounded the warning: "...unless some 
practical correctional steps and measures 
were taken without further delay, the danger 
loomed large when the whole orderly society 
may be in jeopardy". * 

But are the authorities willing to take any 
corrective steps? Both the police bosses and 
the state governments resent any attempts 
at curbing the licence which the police 
enjoy. Soon after the Supreme Court order 
for prosecuting the Punjab policemen 
accused of killing the couple in Calcutta, 
the Punjab police boss KPS Gill and his 
colleagues threw a tantrum, roundly blaming 
the court Ipr 'demoralising' the policemen, 
who were supposedly under great 'stress' 
because of terrorism. The same argument 
was trotted out in defence of the guilty 
policemen by the Punjab additional solicitor 
general before the Supreme Court. Raising 
the same bogey of terrorism, Haryana chief 
minister Bhiy^ reacted to the judgment 
that sentenced the Haryana policemen to 
jail by warning that the imprisonment 
would demoralise the police officers and 
have "senous implications". 

Are we to understand then that the only 
way to prevent demoralisation among the« 
police and boost their morale in their 
fight against 'terrorism' is to allow them 
full licence to pursud the activities that have 
drawn the ire of India's apex court - 
"custodial rapes and deaths, kidnapping, 
abduction and faked police encounters*.."? 
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COMPANIES 


Research PmuHlirtiaii 


GlXMtAL IELEIsYSTEMS 

Riseinltarnover 

GLOBAL TEL&SYSTEMS is engaged in 
the distribution and servicing of telecom* 
munication products and has a market share 
of 20 per cent. Yhe company has distribu¬ 
tion and service tie-ups with Tata Keltron, 
Escorts, India Telecom and Rajasthan 
Communications. On the international front 
it has tie-ups with Murata of Japan, and 
Atlas V-Band Coiporation, and AT&T of 
the US. Net sales were Rs 12S.I8 crore 
in 1993-94 against Rs 65.01 crore in the 
previous year, operating profit was Rs 8.79 
crore (Rs 3.89 crore) and net profit Rs 5.07 
crore (Rs 2.04 crore). Taxation was up by 
Rs 61 lakh and interest charges by Rs 1.15 
crore. Short-term bank borrowings fell by 
51 percent. Imports were up by Rs 3.8 crore. 
A 20 per cent dividend was declared against 
17 percent in the previous year. Debt-equity 
ratio shot up by 192 percentage points for 
the year. 

The company made a rights-cum-public 
issue of fully convertible debentures in April 
1994. The proceeds of the issue are to be 
used for setting up 10 distribution/service 
centres, development of software technol¬ 
ogy lor service centres/customer handling, 
setting up a leasing/hire purchase division 
and making investment in Global Wireless 
Technology (GWTL). GWTL, the manufac¬ 
turing arm of the company, has tied up with 
Acer Peripherals Inc of the US for manu¬ 
facturing a wide range of telecom products 
such as fax machines, pagers and cellular 
products. Sales to total assets fell by 10 
percentage points and sales to gross fixed 
assets by 491 percentage points in 1993-94. 
Gross profit to total assets increased by 2 
percentage points. Earning per share rose 
from Rs 5 in 1992-93 to Rs 14 in 1993-94. 
Depreciation to gross value added rose by 
4 percentage points. 

HINDUSTAN ELECTRO-GRAPHITES 

Good Results 

Hindustan Electro-Graphites, the multi-prod¬ 
uct manufacturer of the LNJ Bhilwara Group, 
has shown good results for 1993-94. Net 
sales, were up by 23 per cent (Rs 35.52 
crore), operating profit by 21 per cent 
(Rs 7.18 crore) and net profit by 151 percent 
(Rs 11.20 crore). Though non-operating 
surplus fell by Rs 1.55 crore, and taxation 
was up by Rs 2.47 crore, margins were not 
much affected, thanks to the fall in depreca¬ 
tion and interest charges by Rs 4.35 crore 
and Rs 3.70 crore and the rise in other 


income by Rs 3.38 crore. Exports were up 
by 46 per cent (Rs 16.72 crore), while 
imports rose by 17 per cent (Rs 2.60 crore). 
A dividend of 25 per cent was declared for 
the year against 20 per cent in the previous 
year. 

Debt-equity ratio fell by 10 percentage 
points for the year. Short-term bank bor¬ 
rowings to inventories rose from 29 per 
cent in 1992-93 to 45 per cent in 1993-94. 
Return on investment rose by 3 percentage 
points. Earning per share rose by Rs 7 for 
1993-94. Remuneration to employees rose 
from 21 per cent in 1992-93 to 25 per cent 
in 1993-94. Sales to total assets and sales 
to gross fixed assets rose by 5 percentage 
points and 9 percentage points, respectively, 
for 1993-94. Gro.ss saving to gross capital 
formation rose by 61 percentage points for 
the year. 

The graphite division's production was 
the highest during the year at 16,388 mt 
with lowest scrap rates, reduction in wast¬ 
age, breakage and unproductive consump¬ 
tion of materials and improved fuel effi¬ 
ciency. The division is installing modem 
fuel efficient and cost-effective baking fur¬ 
naces and impregnation shop. This would 
raise the capacity from the present 17,500 
mt to 21,000 mt, and also increase the size 
of the electrodes. An investment of Rs 25 
crore is planned for this project. Production 
of sponge iron improved by 3,396 tonnes 
at plant utilisation of 93 per cent. The 
division had sustained cash losses in the 
previous year, but managed to break even 
in 1993-94 with improved kiln operations, 
better material management and streamlin¬ 
ing of engineering practices. The division 
is to install a waste recovery system to gene¬ 
rate approximately 5 crore kwh annually. 
This would meet the full requirement of the 
sponge iron division and also to a large 
extent of the graphite plant. This system of 
internal fuel generation with the company’s 
waste would reduce fuel cost considerably. 
The project is expected to be operational by 
the end of 1995. An expenditure of Rs 22 
crore is being incurred for the project. The 
oil division is reported to be doing well and 
the company has entered into joint bidding 
for oil blocks for exploration and develop¬ 
ment. 

The textile division's Rishabdev unit had 
many of its machines replaced and has 
shown good performance for the year. 
During the year the unit installed 9.216 
spindles for manufacturing polyester vis¬ 
cose yam at a total cost of Rs 20 crore. 
Expansion of 50.000 spindles at a cost of 
Rs 170 crore is also being undertaken which 
is expected to be completed by 1995-96. The 
Jammu unit has also recorded good perfor¬ 


mance. With a view of attaining fuel self- 
sufficiency the company has undertaken a 
hydel power project at Tawa with an invest¬ 
ment outlay of Rs 65 crore. The company 
also has plans to tap the euro market for 
funds. 

GUJARAT STEEL TUBES 

Out of the Red 

Gujarat Steel Tubes has finally come out of 
the red. For 1993-94 the company made a 
net profit of Rs 3 lakh. The company has 
been sustaining losses for the past three 
years. Initially operating in a sellers’ market 
in mild steel tubes, the company found it 
difficult to adjust to the new business en¬ 
vironment of a buyers' market. Earlier GST 
was a beneficiary of the licence-quotas system 
where operations depended on ability to 
procure raw materials. In 1992 when the 
government decontrolled steel, small-scale 
manufacturers entered the market, thus 
making it more price competitive. More¬ 
over the company, unlike its competitors, 
being a single product firm was all the more 
vulnerable in the changing scenario. Also, 
the company's attempt at diversification did 
not take off as expected. Its zinc recovery 
project had to be abandoned due to non¬ 
viability of the project. Also Neeka Tubes, 
the company’s wholly-owned subsidiary, 
had to be closed down after wiping out its 
net worth. 

Net sales were up by 4 per cent (Rs 5.98 
crore) and operating profit by 99 per cent 
(Rs 1.02 crore). Other income fell by 9 per 
cent, while non-operating income was up 
by 174 per cent. The company sold off its 
property at Nariman Point during the year. 
Exports increased by 115 per cent while 
imports were down by 69 per cent. Sales 
to total assets and sales to gross fixed assets 
have increased in the past three years. Debt- 
equity ratio fluctuated at 49 per cent in 

1991- 92, 42 per cent in 1992-93 and 45 
per cent at 1993-94. Return on invest¬ 
ment rose by 5 percentage points for the 
year. Shon-term bank borrowings to in¬ 
ventories rose by 15 percentage points in 

1992- 93 and fell by one percentage point 
in 1993-94. 

The company changed its marketing 
strategy by appointing more dealers. Also 
credit offers have been stopped and 
finished goods inveiitories have been 
reduced from 21 days to 15 days. The 
company's export also picked up with 
orders coming in from South Africa and 
Vietnam. 

The research and de vdopment department 
undertook the developmeiu of tubes with 
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The Week’s Compenies 


(is lakh) 


Globsi HEG Gii()snil Steel Gnlsrst Hesvy Himtiwtea 

Financial Indicators Tdf-Syiltfiai _ . -IhfaBl . . ^ C&eaitesli Pev^teniBiiit,, 

March March March March March March March March March March 

1994 1993 1994 1993 1994 1993 1994 1993 1994 |993 


Incomc/npproprfaitloiis 

1 Net sales 

2 Value of production 

3 Other fneotne 

4 Total income 

5 Raw tnaterials/stores and spares 
consumed 

6 Other manufacturing expenses 

7 Remuneration to employees 

8 Other expenses 

9 Operating profit 

10 Interest 

11 Gross profit 

12 Depreciation 

13 Profit before tax 

14 Tit;c provision 

15 Profit after tax 

16 Dividends 

17 Retained profit 
Ltebilltlea^asaeta 

18 Paid-up capital 

19 Reserves and surplus 

20 tong term loans 

21 Short term loans 

22 Of which bank borrowings 

23 Gross fixed assets 

24 Accumulated depreciation 

25 Inventories 

26 Total assets/liabilities 
MlaceUaneous tteina 

27 Excise duty 

28 Gross value added 

29 Total foreign exchange income 

30 Total foreign exchange outgo 

Key financial and pcifonnancc ratloa 

31 Turnover ratio (sales to total assets) (%) 

32 Sales to total net assets (%) 

33 Gross value added to gross fixed 
assets (%) 

34 Return on investment (gross profit 
to total assets) (%) 

35 Gross profit to sales (gross margin) (%) 

36 Operating profit to sales {%) 

37 Profit before tax to sales (%) 

38 Tax provision to profit before tax (%) 

39 Profit after tax to net worth 
(return on equity) (%) 

40 Dividend (%) 

41 Earning per share (Rs) 

42 Book value per share (Rs) 

43 P/E ratio (based on latest and 
correspondiiiig last year*s price) 

44 Debt-equity ratio (adjusted for 
revaluation) (%) 

45 Short term bank borrowings to 
inventories (%) 

46 Sundry creditors to sundry debtors (%) 

47 Total remuneration to employees 
to gross value added (%) 

48 Total remuneration to employees 
to value of production (%) 

49 Gross fixed assets formation (%) 

50 Growth in inventories (%) 

...jf.ta. .. 
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3205 

3652 

1198 

11727 

7816 

12538 

12411 

975 

877 

1813 

1174 

476 

812 

1330 

1395 

3656 

7357 

153.3 

59.1 

64,3 

33.9 

34.9 

242.1 

65.7 

70.4 

39.0 

40.6 

23,3 

36.7 

25.5 

15.5 

17.3 

-3.6 

14.9 

9.1 

7,9 

8.7 

-2.3 

25.1 

14.1 

23.1 

24.8 

0.8 

32.4 

35.2 

28.7 

30.3 

-3 6 

17.4 

14.1 

15.1 

16.1 

0.0 

0.0 

0.0 

0 1 

0.0 

-22.5 

30.7 

42.4 

10.4 

14.4 

0.00 

0.00 

0.00 

20.00 

20.(k) 

-6.59 

3.61 

3.36 

7.60 

10.63 

25.6 

11.8 

7.9 

73.1 

74.0 

-1.5 

5.5 

6.0 

4.1 

15.5 

49.3 

134.8 

4 

293.8 

49.9 

84.5 

87.5 

84.6 

54.6 

71.3 

49.0 

131.5, 

38.3 

35.5 

103.5 

110.7 

58.8 

5.4 

6.9 

29.1 

28.2 

5.0 

3.2 

2.9 

9.8 

9.0 

1.1 

4.0 

4.3 

12.7 

23.9 

-13.60 

11.37 

-9.53 

1.21 

104.98 
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•ttiinleu stc4 cladding, tubes for iriuiufac* 
tuieofiHQpellorshaftsof heavy duty automo> 
biles and tubes for conveyance of high 
pressaie liquids. 

GUJARAT HEAVY CHEMICALS 

Higher Margins 

Gujarat Heavy Chemicals (GHCL), a joint 
sector organisation promoted by the Gujarat 
Industrial Investment Corporation, GTC 
Industries and Dalmia Dairy Indus^es, is 
the second largest manufacturer of soda 
ash in the country. The company has done 
well in 1993-94. Net sales were down by 

1 per cent and operating profit by 9 per cent, 
bur net profit was up by 20 per cent. The 
increase in non-operating surplus as sub¬ 
stantial amounts of depreciation and invest¬ 
ment allowance were written back. This 
helped in wiping out brought forward 
losses. Exports declined by 48 per cent and 
imports by 12 per cent. The reduction in 
export is attributed to the reduced overall 
availability of the product during the initial 
half of the year, and in the second half there 
was severe pnce competition in the export 
market from producers in East Europe and 
the US. Soda ash,production increased by 
3,757 tonnes. The company increased pro¬ 
duction of dense soda ash from 1,20,383 mt 
to 1,22,960 mt to meet increased market 
demand. The company has been repaying 
its term loan due to which the debt-equity 
ratio has improved from 812 per cent in 
1991-92 to 293 per cent in 1^2-93 and 
134 percent in 1993-94. Short-term bank 
borrowings to inventories rose sharply 
by 30 percentage points for the year. Net 
value added to value of production rose 
by 14 percentage points in 1992-93 and 
by 10 percentage points in 1993-94. 
Operating profit to gross value added 
declined at 96 per cent in 1991-92, 88 
per cent in 1992-93 and 53 per cent in 
1993-94. Return on investment rose by 

2 percentage points in 1992-93 and 5 per¬ 
centage points in 1993-94. Consumption of 
raw materials fell by one percentage point 
in 1992-93 and rose by 2 percentage points 
in 1993-94. 

The company to improve operating effi¬ 
ciency undertook a debottlenecking 
programme. To tap the growing export 
market the company is undertaking invest¬ 
ment for manufacture of sodium bi-carbon- 
ate. Improvement of salt work operations 
using impoited technology to enhance yield 
and quality of salt is being planned. 
Modc^sadon of salt production and instal¬ 
lation of a salt refining unit for productibn 
of export quality industrial salt is planned. 
The research and development centre set up 
at Bangalore has become functional and 
started work. 


HINDUSTHAN DEVELOn4ENT 
CORPORATION 

Capadty Expansion 

Hindusthan Development Corporation is 
engaged in the manufacture of a wide range 
of products including rolling stock and 
railway track component, alloy steel and 
manganese steel castings, steel wires, cal¬ 
cined petroleum coke, chemicals, high ten¬ 
sion insulators, structural engineering and 
industrial equipment and jute products. 
The company has shown mixed perfor¬ 
mance in 1993-94. Net sales were up by 
Rs 20.17 crore and operating profit by Rs 
26 lakh, while gross profit fell by Rs 1.32 
crore and net profit by Rs 39 lakh. Exports 
were up by Rs 6.98 crore, while imports 
fell by Rs 37.01 crore. A dividend of 20 
per cent was declared for the year. Return 
on investment rose by 3 percentage points 
in 1992-93 and fell by 1 percentage point 
in 1993-94. Earning per share fluctuated 
at Rs 9 in 1991-92, Rs 10 in 1992-93 and 
Rs 7 in 1993-94. Net vahie added to value 
of production rose steadily by 1 percentage 
point each in the past three years. Short¬ 
term bank borrowings rose by 22 percent¬ 
age points for the year and fell by 33 
percentage points in 1992*93. Exports to 
sales rose by 1 percentage point in 1992- 
93 and by 2 percentage points in 1993- 
94. 

The engineering unit at Bamunari plant 
has been successful in exporting steel cast¬ 
ings to developed countnes. The company 
has been making efTorts to obtain the ISO 
9002 certification. A new manufacturing 
facility with the latest technology was erect¬ 
ed and commissioned. This is to give an 
additional production of 12,000 mt of cast¬ 
ings per annum. This will also enhance 
the capability to produce high precision 
castings to close tolerances and free of 
internal defects. Due to the change in the 
buying pattern of the railways ^nd the 
introduction of 'own your own wagon’ 
scheme wagon orders from public sector 
and private enterprises were booked and 
also orders for bottom discharge hopper 
wagons for transportation from coal termi¬ 
nals to power plants were procured. The 
Santragachi plant had a lock-out for four 
months. The Tiljala plant performed well 
for the year. General Engineering Works, 
the engineering division of the company, 
recorded good export turnover. The low 
relaxation wire project at Bharatpur that 
was to be commissioned by the middle of 
the year would enhance production of the 
unit. These are speciality wires used in 
construction. Expansion of the tyre bead 
plant at Faridabad to increase pr^uction 
capacity from 450 mt to 1,200 mt per 
month was implemented during the year. 


Petrocnibon and Chemical Company, the 
chemical division at Haldia, did well for 
the year. Cyanides and Chemical Co/npa- 
ny, the chemical division at Olpad, Gujarat, 
increased exports by 71 percent. Insulators 
and Electric^ Company, the high tension 
insulator division at Mandideep, Madhya 
Pradesh, has also done well with good 
exports. Us jute plant achieved higher pro¬ 
duction and sales for the year. Its steel 
plant also has recorded higher sales and 
production in the first year of its opera¬ 
tions. 

BHILWARA TEX-FIN 

Diversification Plahs 

Incorporated in 1994 and promoted 
by R P Baldwa, Bhilwara Tex-Fin is cur¬ 
rently engaged in the business of yam 
trading, investment and bill discounting. 
The company now proposes to expand its 
activities and also diversify into leasing. 
It also plans to provide corporate advisory 
services which comprise reviewing feasi¬ 
bility reports, arrangement of loans, in¬ 
cluding foreign currency loans, suggesting 
various means of finance, tax planning, 
preparation of scheme of revivid and re¬ 
habilitation of sick units. Since Bhilwara 
has many textile manufacturers, the com¬ 
pany does not see any difficulty in carrying 
out its activities, llie cost of the project 
has been estimated at Rs 375 lakh. To 
part finance the project the company Is 
entering the capital market with a public 
issue of 24.5 lakh equity shares of Rs 10 
each at par aggregating to Rs lakh 
inclusive of reservation for NRls of 
5,80,000 equity shares aggregating Rs 58 
lakh and for mutual funds 2,45,000 
equity shares ag^gating Rs 24.50 lakh 
on competitive basis. The balance would 
be funded by the promoters and bank 
loan. The promoters would fund to the 
tune of Rs 105 lakh and a bank loan of 
Rs25 lakh would round off the fund 
requirement for the project. The issue 
is being lead managed by Doogar and m 
Associates. 


A Correction 

In the article 'Consolidation of Maralba 
Dominance in Mahanashtra* by S M Dahi- 
wale (February U* 1995) the reference 
to the year of formation of Maharashtra 
stale (p 339, col 2, para 1) should have 
read 1960 and not 1956. The error is 
regretted. 

Ed. 
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CURRENT STATISTICS 


EPW Rcacareli PauiicUitiiiM 


The fiscal year 1994-95 hat begm with a moderatioB of Che inflatioa fate» though prices of food items have contiiiiied their upward Oiml. The 
year has begun also with a severe liquidity shortage which is reflected in depressed conditioiis in the primaiy and secondary ca|iital marhet and 
in an all round stiffening of interest rates «• government borrowing rates as well as commercial loan rates, ral year data show an 18.3 Mr cent 
rise in exports (19.6 per cent in 1993^94) and 29.1 per cent rise in non-POL imports (10.6 per cent), with a trade deficit of over $ 2 billion. Foreign 
assets have declined by $ 146 million since the beginning of the year. 

Macroeconomic Indicators 


Index Namben of Whelsaak 
Prices (I981-82»100) 


All Commodities 
Mnaiy Articles 
FoodArticies 
Non-Food Afticfes 
Biel, Power, UA end Lubricants 
Manufactured mducts 
Pood Products 
Food Index (computed) 

All Commodties (Average Basis: 

Overtheyear) 

(April 01-i9,1995) 


Caster Living Indices . 


Weights 


Apr 29. 
1995 


Over Oyff.UM«lltUf 


1994-95 1993-94 1992-93 1991-92 




Month 

Umt 

Previous 

1995-96 1994-95 





1000 

286.6 

0.8 

8.6 

11.8 

0.8 

2.2 



7.0 

13.6 

32.3 

295.9 

0.9 

9.9 

14.5 

0.9 

4.0 

13.2 

11.5 

• 3.0 

15.3 

17.4 

321.4 

1.4 

9.6 

7.5 

1.4 

4.6 

13.1 

4.4 

5.4 

20.9 

10.1 

323.2 

0.4 

11.9 

27.8 

0.4 

3.1 

14.9 

24.9 

-1.4 

8.1 

10,7 

284.7 

1.2 

2.4 

10.4 

1.2 

0.0 

1.2 

13.1 

15.2 

13.2 

57.0 

281.7 

0.8 

9.1 

10.6 

0.8 

1.6 

10.0 

' 9.9 

7.9 

12.6 

10.1 

276.3 

1.3 

5.5 

13.4 

1.3 

3.9 

8.2 

12.3 

6.8 

tO.2 

27.5 • 

304.8 

1.3 

8.2 

9.4 

1.3 

4.4 

11.4 

7.0 

5.8 

17.1 

100.0 

285.7 


lO.S 

8.8 

8.7 

11.9 

10.9 

8.3 

.10.1 

13.7 


Latest_ Variation (Pier CaenO: PoinHo-Pdint_ 

Month Over Qyg UMOBtltf RiaiLywSg.Fy 1993-94 1992-93 1991-92 1990-91 
Month Latest Previous 1994-95 1993-94 


Industrial Worirers (1982-100) 

Urban Non-Man Emp (1984-85-100) 

Agri Lab (July 60 to June 61-100) 1 


April 14.. 

Money nnd Bulking (Rs ctore) I99S 


Money Supply (hL) 527100 

Currency with Biblic 104946 

Deposhs with Banks 418858 

Net Bank Credit to Oovt 230734 

Bank Credit to C^niunl Sector 288400 

Net Foreign Exchange Assets 75673 

Reserve Money (April 21.1995) 179377 

Net RBI Credit to Onme 110663 

Scheduled Commercial Banks (April 28,1995) 
Deposits 376113 

Advances 209809 

Non-Food Advances « 197137 

Investmentt 150138 

Monetary and banking data arc based on March 31 


9.8 

9.5 

90 

9.1 

9.9 

6.1 

9.5 

7.8 

9.0 

7.8 

- 

6.8 

10.6 

11.6 

10.6 

11.6 

11.6 

0.7 



1994-95 1993 -94 


16039 (3 1) 
2074 (2.0) 
13744 (3.4) 
10219 (4.6) 
8796 (3.2) 
3913 (5.5) 
^ 7888 (4.6) 
(1695 (11.8) 


1995-96 


588(0.1) 
4076 (4.0) 
-3400 (-0.8) 
11143(5.1) 
510 (0.2) 
-251 (-0.3) 
10369 (5.5) 
11985 (12.1) 


1994-95 


-2490 (-0.6) 
5260(64) 
-9062 (-2.5) 
6274 (3.1) 
-1044 (-04) 
-236 (-04) 
7722 (5 6) 
1628 (1.7) 


75167 (16.7) 
18990 (23.2) 
55321 (15.1) 
14380 (7.0) 
43796 (17.9) 
22197 (41.3) 
30386 (21.9) 
949(1.0) 


72467 (19.1) 
14067 (20 7) 
57185 (18 5) 
29376 (16.7) 
16591 (7 3) 
28775 (115.3) 
27843 (25.1) 
1306(1 4) 


-6387 (-1.7) -6387 (-1.7) -6747 (-2^) 
103 (0.0) 103 (0.0) -4030 (-2 4) 

-294 (-0.1) -294 (-0.1) -3269 (-2.0) 

884 (0.6) 884 (0.6) 7037 (5.2) 

figures before closure of government accounts 


49271 (14.8) 52144(18.6) 
38784 (22 7) 11566(7.3) 


37416(23 4) 
14172 (10.5) 


.7402 (4 9) 
28435 (26 7) 


1992-93 


50484 (15.4) 
7111 (11.7) 
42945 (16.1) 
17903 (11.3) 
30187 (15 3) 
3747 (17 7) 
11274 (11 3) 
3586 (3.9) 

39017 (16 I) 
23757 (17.5) 
21684(16 6) 
16820 (18 7) 


ladM Niunbers af Indwtrinl 

Weights 

Productfcm (mO-Sl-lOO) 


(jeneral Index 

100.0 

Mining and Quarrying 
Manufacturing 

11.5 

77.1 

Electiicity 

.114 


1993-94 1993-94 1992-93 1991-92 1990-91 1989-90 1988-89 1987-88 


240.2 (8.3) 

221 8 (4.8) 

3.0 

2.3 

05 

8.4 

8.6 

*8.7 

7.3 

229.8 (7.0) 

214.8 (3.2) 

2.5 

0.5 

09 

4.5 

6.3 

7.9 

3.8 

231.7(8.5) 

213.6 (4.6) 

2.2 

2 1 

3.0 

9.1 

86 

8.7 

7.9 

308 3 (8.5) 

284.1 a.4) 

7.3 

5.1 

8.5 

7.8 

10.8 

9.5 

7.7 


Cnpitnl Market 


Narional Index (1983-84»100) 1520 1688 1851 

(-17.9) (78.5) 

* data pertainiiig to Apr 10, 1995 ** data pertaining to May 13.1994 


May 12, 
1995 

Month 

Ago* 

Year 

Ago** 

3SI4 

3465 

3809. 

(-7.7) 

(66.6) 


1S20 

1688 

1851 

(-17.9) 


(78.5) 


1995-96 So Far 


1994-95 


'rough 

Peak 

1994-9! 

3233 

4604 

3261 


(-13.7) 

(65.7) 

1572 

2176 

1606 



(-12.2) 


End of Fiscal Year 
4-95 19^3-94 1992-93 


3779 2281 

(-46.8) 

1830 1021 

(79,2) (-48.1) 



Mar 





■■■■III 

Foreign Trade 

1995 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 

1989-90 

Bxpoftt: Rs crore 

9251 

82330 (18.4) 

69547 (29.5) 

53688 (21.9) 

44042 (35.3) 

32553 (17.6) 

27681 (36.8) 

USSnui 

2922 

26233 (18.3) 

22173 (19.6) 

18537 (3.8) 

17866 (-1.5) 

18143 (9.1) 

16626 (19.0) 

Impoits: Rs crore 

9062 

88705 (21.8) 

72806 (14.9) 

63375 (32.4) 

47851 (10.8) 

43193 (22.0) 

35416 (25.4) 

US$tnn 

2863 

28251 (21.7) 

23212 (6.1) 

21882 (12.7) 

19411 (^19.4) 

24073 (13.2) 

21272(9,1) 

Non-POL US $mn 

2312 

22538 (29.1) 

17456 (10.6) 

15782 (12.3) 

14047 (-22.2) 

18045 (3.1) 

17504 (6.2) 

Balance of TMe: Rs crate 

• 189 

-6375 

-3259 

-^87 

-3809 

-10640 

-7735 

US$mn 

59 

-2018 

-1039 

-3345 

-1545 

-5930 

-4646 


(excludiiig gold) 


Rscroie 

USSmn 


May 05, 

1995 


May 06, Mar 31, 
1994 1995 


64620.0 47857.3 66028.4 -1172.9 
20670.0 1S203.0 20816.0 -263.0 


16762.7 

5467.0 


1995-96 1994-95 


-1408.4 231.3 * 
-146.0 27.0 


1994-95 1993-94 1992-93 1991-92 
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Interest Rates 




199S-96 1994-93 1993-94 1992-93 1991-92 1990-91 1989-90 1988-89 1987-88 1985-86 1980-81 

Items (up to end- 

April) 


BnkiUiie(a) 

' RBI Refinance Rates: 

12.0 

12.0 

12.0 

12.0 

12.0 

10.0 

10.0 

10.0 

10.0 

10.0 

9.0 

i) Export credit(Post-shipment) 











ia) Rupee denominated 












(upto 90 days) 

11.0 

11.0 

11.0 

11.0 

9.5 

■9.0 

9.0 

9.0 

9.0 

10.0 

10.0 

ib) US Dollar denominated 

6.5 

5.5 

5.5 

5.5 

7.5 (Introduced as on Jan 4,1992) 




ii) Government securities 












refinance 

14.0 

14.0 

14.0 

14.0 

introduced as on October 31,1992) 




iii) Discretionary 

1 




17.0 

14.0 

14.0 

14.0 

14.0 

14.0 

11.0 


(iii, iv & V have been withdrawn since 

(min) 

(min) 

(min) 

(min) 

(min) 

(min) 

(min) 

iv) Stand-by 


October 9,1991) 


13.5 

12.5 

12.5 

12.5 

123 

123 

ILO 

v) Food credit 

Commercial banks' deposit rates:- 





14.0 

11.5 

11.5 

11.5 

113 

113 

9.0 

i) 46 days up to 1 year 


1 



11.0 

8.0 

8.0 

4.0-8.0 

4.0-8.0 

4.0-8.0 

3.0-53 

ii) 1 year to 2 years 

i2.0(b) 

11.0(b) 

10.0(b) 

11.0(b) 

12.0 

9.0 

9.0 

9.0 

9.0 

83 

73 

iii) 2 years to 3 years 

(max) 

) (max) 

1 (max) 

(max) 

13.0 

10.0 

10.0(c) 

10.0(c) 

10.0(c) 

9.0 

83 

iv) 3 years to 5 years 


; 

: 



11.0(d) 


: 


10.0 

10.0 

iv) 3 years and above 

: 






• : 



11.0 

10.0 

Commercial banks’ general lending rates: 











1 ) Upto Rs 7,500 




n.5 

1I.S 

10.0 

(Concessional rates were separate sector-specific, 

if) Rs 7.500 to Rs 25,000 

' 12.6 

: 12.6 

: 12.6 

1.3.5 

13-13.5 

II.S-12 

size-specific and area-speciBc, which were ration- 

iii) R8.25.000toRs.21akh 

13.5 

13.5 15.0 (fixed) 

16 5 15.5-16.5 

14-15 

alised and 

made only loan-size sepcific from 







September 2,1990) 





iv) Rs.2 lakh and above 

freed 

freed 

15.0 

17.0 

190 

16.0 

16.0 

16.0 

163 

173 

19.5(e) 




(min) 

(min). 

(min) 

(min) 

(min) 

(min) 

(fixed) 

(max) 

(max) 

Prime lending rates. 15 5-16.0 

14.5-15.0 

- 

- 

- 

- 

- 

- 

- 

- 

, - 

Export (pre-shipment) credit 












(up to 180 days) 

13.0 

13.0 

13.0 

130 

15.0 

7.5 

7.5 

7.5 

93 

12.0 

123 

Export (post-shipment) credit* 







• 





* (Demand bills/i|sance bills 
(up to 90 days) 

13 0 

13.0 

13.0 

13 0 

150 

8.65 

8.65 

9.50 

9.50 

9.50 

12.50 

Export Credit (^ferred beyond 












180 days) 

13.0 

13.0 

130 

13.0 

15 0 

87 

87 

8.7 

8.65 

8.65 

8.65 

Post-shipment Credit in Foreign 












Currency 

(Demand bills/usance bills 












up to 6 months) 

7.5 

6.5 

6.5 

6.5 

6.5 

(Introduced on Jan 

1. 1992 initially with 8.5 per cent rate 







of interest) 





Food Credit 

15.0 

15.0 

15.0 

170 

19.0 

16.0 

14.0 

14.0 

14 0 

14.0 

12.5 

Band of Lending Rates of Term-Lending Institutions (O'- 

■ 









IDBl 15.5-18.5 

14.5-173 

14.5-17.5 

17-19 

18-20 

14-15 

14.0 

14.0 

14.0 

14.0 

14.0 

IFCl 15.5-18.5 

14.5-17.5 

I4.5-I7.5 ‘ 

17-19 

18-20 

14-15 

14.0 

14.0 

14.0 

14.0 

14.0 

ICICI 15.5-18 5 

14.5-17.5 

I4.5-I7.5 

17-19 

18-20 

.14-15 

14.0 

14.0 

14.0 

14.0 

14.0 

IRBl 15.5-18.5 

14.5-17.5 

14.5-17.5 

18.5-21 

18-20 

14-15 

14.0 

14.0 

14.0 

12.5 

123 

SIDBI . 

8.5-17.0 

8.5-17.0 

8.5-17.0 

8.5-17 0 

8.5-17.0 

6.5-12.5 

(came into separate existence as on April 2, 1990) 

UTl Dividend Raie(US-64/units) 
Un Yield Rate 

26.0 

26.0 

26.0 

26 0 

25.0 

19.5 

18.0 

18.0 

163 

15.25 

11.5 

n 

(July price for US<64) 
Memorandum items 

15.76 

15.76 

16.25 

17.45 

17.86 

14.18 

13.43 

13.64 

12.69 

11.75 

9.62 

i) Post offioe time deposit rates 











1 year 

10.5 

10.5 

10.5 

12.0 

10.0 

9.5 

9.5 

93 

9.5 

93 

83 

2 year 

11.0 

11.0 

11.0 

12.0 

11.0 

10.0 

10.0 

10.0 

10.0 

10.0 

93 

3 year 

12.0 

12.0 

12.0 

13.0 

13.0 

11.0 

11.0 

II.O 

11.0 

103 

10.5 

5 year 

ii) Interest on state provident 

12.5 

f2.5 

12.5 

13.5 

13.5 

11.5 

11.5 

11.5 

\\5 

11.5 

10.5 

funds 

12.0 

12.0 

12.0 

12.0 

12.0 

12.0 

12.0 

12.0 

^ 12.0 

10.0 8.00-8.50 

ill) Interest on centre's loans to states 











a Stares' plan loans 

9.0 

(loans advanced during 1984-89 and outstanding 


6-6.75 Goans Mlvanced < 

i,75 (Pre- 



at the end of 1989-90 consolidated for 15 years) 



during 1979-84 179consoli- 










and consolidated dated loan) 






• 




for 15 CO 30 years) 


b Small saving loans 
c Ocher plan and non-plan 

14.5 

14.5 

14.5 

14.5 

13.5 

13.0 

13.0 

12.0 

12.0 

10.3 

6.3 

loans 

12.0 

12.0 

12.0 

11.8 

10.8 

10.3 

9.8 

9.8 

9.3 

8.0 

na 


N 0 t€$: (a) The Bank Rate ceased to serve generally as a coDiroIttng^'reference rate for RBI tefinance to commercial banks and rmancial institutions in 
the inflation years of the mid-1970i. when punitive refinance rates were introduced; however the Bank Rate remained as a reference rate for RBI 
credit to bo-operatives until after the NABARD came into being on July 12.1982 and replaced the RBI role as an apex national institution in 
^ sphere of rural credit; NABARD refinance facilities for cooperatives are now linked to the Bank rate; (b) Only tme rate prescribed for 46 
days to 3 years and over; (c) For 2 years and above; (d) A new category of deposits of 3 years and above introduced; (e) Inclusive of interest 
tax; (0 R^e of interest rate generally refers to two Hers of lending rates: Tier 1 applicable to construction period or two years whichever is 
less; Slid Tier 2 for the remaining period of the loan, 
na* notnvaiUble; : means not ratevant 
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Money Maiket Rates of Interest 









{per cent per unmm) 

yedcended Pridiys 


Anil 1995 

71 

7 


24 

March 1995 
in 


14 

FBbnniy 1995 
in 


iiifinifiieitts 

Call money rale (weekly 







a f^a'aa / 







weiglited avertfe) 

733 

10.26 

10.71 

14.32 

J4.23 

15.80 

11.92 

14.89 

li.40 

14.18 

16.49 

13.26 

10.93 

Call money rale (rame;weekly) 

1.00- 

7.50- 

8.00- 

i0,00- 

1.00- 

16.50- 

17.00- 

13.50- 

13.50- 

12.25- 

2J5- 

10.50- 

16.00- 


11.50 

14.50 

18.00 

19.00 

13.00 

18.00 

1.00 

17.50 

1.00 

15.50 

60.00 

16.75 

0.25 

Treasuiy Bilk:- 














91-Day (On lap or ad hoc) 

91-Day (RBI atidiQii): 

4.60. 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

4.60 

Primaiy 

11.40 

11.90 

12.03 

11.99 

11.99 

11.90 

11.82 

11.73 

11.61 

11.48 

11.40 

11.23 

11 10 

Secondary; DPHl (mid-point 














of bid and offer) 
All SQL trading 

11.40 

11.65 

11.65 

11.65 

n.65 

11.78 

11.70 

11.63 

11.50 

11.25 

11.25 

11.37 

11.25 

(weighted YTM) 

6.26 




13.43 

12.03 

... 

12.31 

.. 


15.02 

15.15 

... 

364-Day (RBI auction) 














Primary 

12.21 

19 

12.08 

• 

11.94 

* 

11.84 

♦ 

11 73 

* 

11.48 

* 

11.23 

Secondary: DPHl (raid-poitit) 

10.55 

10.85 

10.85 

io.85 

10.93 

11.65 

11.08 

10.50 

10.88 

10.75 

10.75 

10.75 

10.63 

All SGL trading 














(weighted YTM) 

It.54 

12.00 

13.32 

13.21 

13.75 

13.01 

13.06 

13.18 

13.66 

I3.il 

12.98 

12.55 

12.54 

RBI Repo auctions (GrOI securities) 
State government loans 

* 

4i 

* 

i9 

* 

* 

* 

* 

* 

* 

* 


$$ 

(coupon rates) 

- 

- 

- 

- 

- 

- 

- 


- 

- 

- 

- 


All SGL trading 
(weighted YTM) 

11.61 

10.13 

12.12 

12.30 

12.45 

12.30 

11.86 

11.80 

12.05 

11.27 

1193 

11 87 

11.33 

GOI Securites: lYimary auctions 

13.25 

• 

* 

4t 


* 

* 



* 

« 

« 

12.71 

(conversion 











(5 

years) 

5 

years) 













Secondary: All SGL trading 














(weighted YTM) 

12.67 

13.06 

13.18 

12.36 

12.55 

12.72 

12.80 

13 08 

12.87 

12.84 

12.20 

11 82 

12 52 

PSU Bonds yield:- 














Taxfiee: NSE (traded, weighted) 

11.53 

11.39 

11.62 

11.62 

11.35 

11.21 

1145 

11.73 

11.22 

11.06 

10.93 

10.07 

9 59 

NSE (range.weekly) 

10.23- 

11.39 

10.86- 

10.86- 

11.23- 

10.53- 

11.45- 

11 73- 

11.12' 

9.54- 

10.87- 

9 76- 

9.53- 


11.69 


11 79 

JI.79 

13.46 

12.62 

11.45 

11.73 

11.51 

11.16 

11.01 

10.18 

9.69 

Taxable: NSE (traded, weighted) 

15.59 

14.59 

14.95 

14.96 

15.24 

15.44 

14.87 

13.89 

15.59 

13.21 

14 97 

13.39 

13 05 

NSE (Range.weekly) 

12.56- 

12.54- 

12.57- 

12.57- 

15.24 

12.50- 

12.98- 

12.55- 

13.44- 

13.13- 

12.82- 

12 99- 

11 96- 


16.07 

15.12 

15.25 

15.31 


15 62 

15.24 

15.13 

13.59 

13.45 

15.04 

13 99 

13 48 

Clommercial Bilk:DFHI 














(Rediscount rate) 

15.00 

15.00 

1500 

15.00 

15.00 

14-15.5 

14.00 

14 00 

•14.00 

14 00 

14 00 

1400 13 5-14 

: Other secondary 

na 

na 

na 

na 

na 

na 

na 

na 

na 

12.5- 

12.5- 

12.5- 

12 5- 

00/60/90 days) 










14.0# 

14.0# 

14.0# 

14.0# 

CP:Primary market (90 days) 

14.50- 

14.50- 

14.50- 

14.50- 

14.5- 

14.5- 

14.5- 

14.5- 

13.50- 

13.50- 

13.50- 

13.00- 

13.00- 


16.00 

16.00 

16.00 

16.00 

15.5 

M.5 

155 

15.5 

14.25 

14.25 

14.25 

15 00 

15.00 

Secondary: DFHI (discount rate) 

16.00 

16.00 

16.00 

16.00 

16.00 

16.00 

16.00 

16.00 

16.00 

16.00 

16.00 

16.00 15.5-16 

Secondary' market/NSE 

14.40 

14.50 

15.25 

14.20 


13.50 

13.10 

14.00 

15 50 

12.00- 

12.00- 

12 00- 

12.00- 











13.00 

13 00 

13.00 

14.00 

CTDsrPrimary market (one year) 

14.00- 

14.00- 

13.75- 

13.50- 

13.00- 

13.00- 

13.00- 

13.00- 

13.00- 

13.00- 

13.00- 

13.00- 

13.00- 


15.00 

15.00 

14.50 

14.50 

14.50 

14.00 

14.00 

14.00 

14.00 

14.00 

15.00 

15.00 

15.00 

Seoondaiy: DFHl (discount rate) 

15.00 

15.00 

15.00 

15.00 

15.00 

14.00 

14 00 

14.00 

14.00 

14.00 

14.00 

14.00 

13.5- 














14.00 

Inter-corporate deposits 














(3<mi80 days) 

15.00- 

15.00- 

15.00- 

15 00- 

14.5- 

14.5- 

14.5- 

14.5- 

14.5- 

14.5- 

14.5- 

14.5- 

14.00- 


20,5 

20.5 

20.5 

20.5 

19.5 

19.5 

19 5 

19.5 

19.00 

19.00 

17.50 

17.50 

17.00 

UTI-1964 Units (Week-end 
secondary marioet price m rupees) 

17.73 

17.73 

r7.69 

17.69 

17.69 

17.69 

17.65 

17.63 

17.63 

17.63 

17.63 

17.63 

17 63 

Hundi Rate 
, Memorandum items: 

24.00 

24.00 

24.00 

24.00 

24.00 

24.00 

24 00 

24 00 

24.00 

24.00 

24.00 

24.00 

24,00 

(i) Forward premia on the 














US dollar in the domestic 














inter-bank market (annua¬ 
lised in per cent per annum) 







' 







(Weekly average) 














Spoc/Cash 

4.94 

4.36 

7.99 

16.26 

12.30 

12.38 

8.83 

4.49 

7.71 

5.09 

4.95 

5.82 

4.66 

cine-month 

6.69 

7.87 

8.50 

8.29 

9.22 

8.71 

7.07 

6.11 

7.19 

6.62 

6.46 

5.47 

5.45 

Three-month 

7.07 

7.81 

8.12 

7.156 

7*94 

7.14 

6.32 

6.14 

6.79 

6.43 

6.57 

6.49 

6.34 

Six-month 

7.51 

8.03 

8.15 

7.80 

7.89 

7,03 

6.34 

6.38 

6.61 

6.40 

6.62 

6.51 

6.30 

(ii) Haviila rate(R8A7S$) (Dubai) 

35.20 

35.20 

36.00 

36.00 

35,00 

35.00 

35.30 

35.30 

35.50 

36.00 

36.00 

35.50 

35.50 

... no trading * no auction na 

not available (• 

-) no floatation 

YTM - 

yield to maturity 

$$ All bids were rejected # Only for 30 days 

9 17tb being holiday the week ending upto J6th 

RP means reporting Friday for fortnightly reporting 6f conditions of banking business and the 

fortnight seryes as the reserve maintenance period. 
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Black Law and White Lies 
A Report oo TADA, 1985-1995 

The abuse of TADA is built into the law itself By replacing normal law 
and procedure it eats into the foundations of democracy 


TEN years ago on May 23, 1985 Terrorist 
and Disruptive Activities (Prevention) Act 
(TADA) was introduced as a temporary 
measure to combat anextraordinary situation 
Over a decade, 23 of the 2S states and two 
of the seven union territories were notified 
under the Act More than 95 per cent of our 
citi/cns came under the purview of the Act 

Today it is widely accepted that TADA 
has been thoroughly misused Large numbers 
of innocents have been arrested Protests 
against the Act have also grown In this 
situation every political party has suggested 
some change in the Act to curb large scale 
arrests However, it is not so widely accepted 
that the provisions of TADA arc themselves 
responsible for such a state of aflairs A brief 
look at the data on implementation would 
pul to rest all hopes of a * TADA' with a 
human face 

Until June ^0 f994 76 166 persons had 
been arrested under the Act Of these 18 708 
1 e, 24 S per cent, were discharged without 
any charges being framed against then) Trials 
were completed in the cases of 20,386 
persons Of these 843 were convicted and 
19,543 acquitted - i e barely 4 per cent of 
the persons who were tped undei TADA 
were found guilty (sec 1 able 1) That nearly 
one-fourth of the persons arrested under 
TADA were not even charged for any offence 
and that 96 per cent of those tried were found 
innocent only goes to show that TADA is 
not only inefficient but also ineffective for 
the purpose it was meant to serve 
Inefficiency, however, is not just a technical 
matter In the case of TADA it involves the 
life and liberty of tens of thousands ot our 
citizens As of today, there are 37,033 persons 
still accused under the Act and their cases 
are either at the mvestigation stage or under 
tnal Even if we assume that charges have 
been framed against all these persons, then 
going by the previous record, ovci 35,500 
of them will be found innocent by the court 
and acquitted 

This IS not merely a farcical exercise of 
locking up and releasing persons As of 
September 30,1994, a total of 876 persons 
had spent one year or more in jail and their 
' cases were still at the investigation stage Of 
these, 143 persons had spent between two 
to three years, 49 had spent three to four 
years and four accused had spent over seven 
years without the police having filed charge 
sheets (sec Table 2) Apart from these, there 


arc 2,582 accused still in custody whose 
cases have reached the tnal stage For 
instance, Rakesh Kumar was arrested with 
a button activated knife from Ben Wallah 
Bagh in west Delhi in September 1986 
Charged under Section 5 of TADA, he was 
in jail for four years before charges were 
fil^ After another four years of tnal he 
was finally acquitted in 1994 These 
undcrtrials have spent inywhcrc between 
one to nine years in jail Tfie question, 
therefore is not only the number of persons 
falsely accused but also the length of time 
for which they arc kept in detention 
Once charg^ underTADA by definition 
the accused crosses the line beyond which 
his freedom is a threat to the secunty of 
the sale’, and ^public order And mere 
wprds scnbbled on an FIR can change 
matenal reality and can convert a free citizen 
into a threat to the national sccunty and a 
pnsoner without tnal And even though 
discharged or acquitted the stigma remains 
This gives nse to a contempt for the rule 
of law and engenders precisely the kind of 
violence that the Act purports to suppress 
It IS the provisions of TADA which are 
responsible for this failure and the 
consequent wanton punishment and human 
misery The replacement of a judicial 
magistrate by an executive magistrate, the 
extended remand penod admissibility of 
confessions made to police the shifting of 
onus of proof on to the accused and denial 
of bail means that any citizen can be picked 
up and put in jail with hardly any avenues 
of redress No less than 76,000 persons have 
been branded ’anti national’ by the 
government in this fashion and have been 
made to go through this tortuous process 
Arguments on the necessity of TADA 
have revolved largely around the inadequacy 
of existing law since normal procedures of 
law are ineffective in dealing with ’temnst’ 
enmes Normal procedures were presented 
as allowing the guilty a chance to evade 
punishment, justifying the need for a separate 
judiciary and enhanced powers for the police 
It was argued that TADA would provide 
speedy tnals and effective procedures for 
combating 'tenonst and disruptive 
activities* This argument is most popular 
with the police and they have been trying 
to propagate it with an eager and willing 
executive and legislature in tow And 
indignation against increasing violence has 


also resulted in the consolidation of public 
opinion in favour of extraordinary laws like 
TADA 

It IS in this context which exists today that 
the obvious neetis to be restated - that the 
provisions of law arc meant for those who 
violate law, not for those who follow ii The 
norma] procedures prohibiting police 
confessions and assumption of innocence of 
the accused are not made to provide room 
to the accused to evade punishment These 
are necessary to ensure a fair tnal and to 
diflerentiate between the innocent and the 
guilty The proccduics iorbail under normal 
law are similarly intended to protect the 
innocent against long penods of detention, 
when the process ol investigation and trial 
IS wilfully delayed by the police 

TADA by tripphng these provision, 
cannot distinguish between the innocent and 
the guilty ft results in innocents being kept 
lor long penods without any charges It 
results in a higher possibility ot corrupt 
practices in the |X)Iice lon.e Fhus misuse 
human suflcnng and denial of justice are 
congenital to the Act But this is not all 
TADA not only deprives people of their 
democratic nghts it also undermines the 
institutions that arc necessary loensure these 
nghts 

RjftiiMi Of TADA 

Devolution of powers between legislature 
executive and judiL lary is essential to provide 
checks in anv law f ADA diastically alters 
this balance ot power Notification of any 
area under the Act is done by the executive 
The police as part ol the executive gets 
untramnmeiled powers to arrest The accused 
are produced before an executive magistrate 
llie judiciary has precious little to say or 
do in this entire process Die courts can 
do nothing to prevent the incarceration of 
an innocent for up to six months at least 
Very recently, on the suggestion of the 
judiciary, executive review committees were 
formed, comprising senior bureaucrats and 
state officials to examine the operation of 
the Act Thus TADA has ensured that the 
necessary restraints on the power of the 
executive have disappeared and has also 
made other institutions of the state irrelevant 
as they have wi llingly renounced their powers 
in favour of the executive 

Take theicasc of the police The function 
of the police is to maintain law amJ order, 
to investigate enmes, and collect evidence 
It IS an experienced reahtv that ordinary 
police procedures invariably involve torture 
and extortion The flow of funds, to a large 
extent, determine the registration of an FIR 
or even a proper investigation The entry 
ofTADA tn such a context has only worsened 
the situation by giving yncheckkl powers 
to the police to arrest, detain and punish 
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Dataon the implementation of TAD A shows 
this starkly (secTable 3), Till June30,1994 
the jx>lice had filed 49,8S8 cases all over 
the country. Leaving aside the 8,019 cases 
in which investigation is >till on, there are 
41,840 cases. Of these 22,493 cases, i e, 54 
per cent of the total, never reached a 
designated court. Every one of the accused 
was remanded to custody up to one year. 
In this period the police was to complete 
investigations and tile charge sheets. The 
police did not file a charge sheet, and the 
accused were let oft after a year in jail. Of 
the 19,347 cases which reached a designated 
court, 2,859 cases, i c, 15 per cent of those 
charge sheeted, were found to be baseless 
or lacking in evidence and were hence 
dropped by the court. Trial was completed 
in 8,510 cases, of which 94 per cent resulted 
in acquittal. 

An Act that gave powers to the police to 
book any person as a Herrorisf, created 
provisions to remand an accused person up 
to one year, to extract confessions and to 
shift the onus of proof onto the accused has 
made the police disinterested in filing charge 
sheets and in collecting evidence. In sum 
the Act encourages the police to neglect or/ 
and violate procedures. It encourages and 
justifies shoddy work and poor investigation. 
And when this attitude sets inTADA becomes 
a convenient replacement for the Indian Penal 
Code. Ordinary and petty crimes can easily 
be registered under the Act. Hence both the 
abysmal conviction rate, as well as the large 
numberof cases of misuse being cited today. 
The Supreme Court in the Kaitar Singh case 
ruled that misuse can be tackled by giving 
powers to higher police officers. Thus in 
Delhi the police commissioner was required 
to give assent to every case booked under 
TADA. However, the former police 
commissionerofDelhi, M B Kaushal, could 
not recall the number of cases in which he 
had given assent. When asked by a judge 
inthe Karkardooma designated court (Delhi) 
whether petty criminals can be booked under 
TADA, he replied in the affirmative adding 
that the accused should have been convicted 
in some previous case. Using the Oxford 
dictionary he defined 'terrorist* to mean any 
person who creates a scare and concluded 
that all persons whose acts can lead to others 
feeling scared can be booked under TADA. 

It was police officers such as these along 
with a set of bureaucrats who were entrusted 
by the Supreme Court with the task of 
reviewing TADA cases to prevent possible 
misuse. Three months after the Supreme 
Court recommendation, the minister of state 
for internal security Assured the Rajya Sabha, 
on June 16,1994, that the government would 
review the working of TAD A. A month later 
the chief ministers were asked to '^consider 
reviewing some TADA cases, selected 
personally on a random basis". The Supreme 
Court had suggested that the review 
committee be headed by the chief secretary, 
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and include the home secretary, secretaries 
of other departments concerned, and police 
officers. No criteria was evolved to examine 
the distinction between proper use and 
misuse. Nor was any compensation suggested 
for those found to have been wrongly charged 
and arrested. 

State governments worked in an equally 
random manner. The Uttar Pradesh 
government announced on July 16,1994 that 
zonal inspectors general of police had 
reviewed TADA cases and had decided to 
withdraw charges against 180 accused. 1n 
Maharashtra a retired high court judge 
reviewed 282 cases and found 93 ca.ses of 
wrong application. In Gujarat the then chief 
minister Chimanbhai Patel initially denied 


aity misuse of TADA. Laier uhder pressure 
a review committee comprising the state 
Congress party chief, a former MP and other 
politicians was formed. The new chief 
minister, Chhabildas Mehta, after assuming 
office declared that the recommendations of 
this committee were not binding on the 
government. In Punjab, the police chief K 
PSGilldeclaredinJanuary 1995 that Punjab 
police had undertaken an exercise to review 
TADA cases against 300 militants to identify 
those to be granted amnesty. He added that 
TADA had been brought in as a preventive 
measure and not to punish the accused. In 
Delhi a review committee identified 379 
cas:s in which TADA provisions were to 
be lifted. When this was presented by the 


Table I: Arrests and Jusi ice 
(As on June 30, 1994) 


States/Union 

Territories 

Total Arrests 

Discharged 

Acquitted 

Convicted 

Conviction Rate 

Andhra Pradesh 

7,434 

.581(8) 

3.2,54 (99) 

44 

0.59 

Arunachal Pradesh 

97 

8(8) 

11(100) 

0 

0.00 

Assam 

12,715 

(KO) 

15(100) 

0 

0.00 

Bihar 

845 

437(52) 

O(-) 

0 

0 00 

Chandigarh 

249 

59 (24) 

144(92) 

12 

4.82 

Delhi 

1,529 

4(0) 

474(91) 

47 

3.07 

(joa 

4 

0(0) 

O(-) 

0 

0.00 

Gujarat 

18,584 

11,925(64) 

.5,190 (97) 

174 

0 94 

Haryana 

1,170 

0(0) 

871 (82) 

192 

10 85 

Himachal Pradesh 

22 

0(0) 

14(100) 

0 

000 

Jammu and Kashmir 

10,987 

2,042(19) 

1,628 (l(K)) 

0 

OCX) 

Karnataka 

225 

0(0) 

2 (KM)) 

0 

OCX) 

Kerala 

14 

0(0) 

O(-) 

0 

0(X) 

Madhya Pradesh 

358 

2(0) 

134(94) 

9 

251 

Maharashtra 

2,419 

316(13) 

330(90) 

36 

1 49 

Manipur 

1,601 

266(17) 

14(93) 

1 

0.06 

Meghalaya 

16 

0(0) 

O(-) 

0 

0.(K) 

Punjab 

15,282 

2,768(18) 

7,261 (96) 

292 

1.91 

Rajasthan 

473 

135(29) 

32 (53) 

28 

5 92 

Tamil Nadu 

253 

46(18) 

1 (100) 

0 

OiX) 

Uttar Pradesh 

1,283 

119 (9) 

168(95) 

8 

0.62 

West Bengal 

6 

0(0) 

O(-) 

0 

000 ’ ^ 

Total 

76,166 

18,708 (25) 

19,543 (96) 

843 

1.11 


Sole: The states of Nagaland and Tripura are notified, but there arc no cases under TADA regis¬ 
tered there. Per cent discharged is calculated in relation to total arrests. Per cent acquitted 
IS calculated in relation to total decided cases. Conviction rate is a percentage of 
convictions to total arrests 
Source: Home Ministry. 


Table 2: Punishment without A Charge 
(Years of Detention of Delenues in Jail without Charge Sheets Being Filed for 
over a Year, as on September 30,1994) 


State/Union 

Territories 



_Numberof Years_ 



Total 

Average 
(in months) 

1 

2 

3 

4 

5 

6 

7 

AP 

33* 

4 

8 

1 

0 

0 

0 

46 

18 

Assam 

574 

61 

11 

4 

0 

0 

0 

650 

14 

Chandigarh 

0 

1 

1 

0 

0 

0 

0 

2 

' 30 

HP 

2 

0 

0 

0 

0 

0 

0 

2 

12 

MP 

3 

0 

0 

0 

0 

0 

0 

3 

12 

Maharashtra 

7 

34 

9 

0 

0 

1 

0 

51 

25 

Meghalaya 

0 

10 

0 

0 

0 

0 

0 

10 

24 

Punjab 

24 

2 

1 

0 

0 

0 

0 

27 

14 

UP 

18 

31 

19 

9 

4 

0 

4 

85 

^ 31 ; 

Total 

661 

14.3 

49 

14 

4 

1 

4 

876 

16 


Nifte: Similar diUa is not available for Anmachal, Bihar, Gujarat, Jammu and Kashmir, Manipur and 
Mizoram. No instances of detention without ch«ge sheet filed for over a year in Delhi, Goa 
Haryana, Karnataka, Kerala, Rajasthan, Tamil Nadu and West Bengal. The column Avg' 
indicates the average period of detention for the column Total* in months. 

Source: Home Ministry, 


Economic and Political Weekly May 199) 



pitisecutton, Uieiudge of a deaignated court ^ 
refused to allow charges to be withdrawn 
in 134 of the cases. The process of review 
thus came to a standstill. Two undertrials 
petitioned the Supreme Court to secure 
implementation of the withdrawal of charges 
as stated in the government order. 

The review committees, though welcome, 
have further confused the circumstances 
facing those arrested under TADA. The 
arbitrary manner in which committees were 
formed, the lack of any guideline, and refusal 
by the government to declare any criteria on 
which the cases were to be judged, have 
created a procedure that is not fair. In many 
cases the police, which till now was the 
prosecution, investigation and supplier of 
evidence, has also become the dispenser of 
justice. TADA which lacks a rational 
classification to decide the circumstances in 
which the Act is to be used, has been provided 
with review that lacks a rational basis. As 
a result TADA has bred a contempt in the 
executive for all norms of fair procedure. 

Once an accused is given over to the court, 
the judiciary is responsible for preventing 
miscarriage of justice. But under TADA, the 
judiciary has little control over the case till 
six months of detention are completed. For 
the case is not brought before a designated 
court till (he charge sheet is filed. The 
executive magistrate before whom the 
accused is produced can only choo.se between 
remanding the accused to police custody or 
judicial custody. After the filing of charge 
sheet, the framing of charges by the court 
begins. The non-availability of the police 
investigating officer for long penods ensures 
that this takes nowhere less than two years. 
All this time, the court is prevented from * 
giving bail, since the Act rules that delay 
does not constitute a reason for giving bail. 
The high courts too are constrained from 
hearing appeals against any order under 
TADA. Thus the judiciary is made redundant 
to a large extern in preventing the miscarriage 
of justice. 

Abdication by Judioary 

The judiciary however has one power 
under the Constitution: to strike down any 
legislation that contravenes the letter and 
spirit of the Constitution. It is here that the 
judiciary abdicated its responsibility. In early 
1994 when the figure of the total arrested 
persons had crossed 67,000, the Supreme 
Court took up for hearing a batch of over 
400 writ petitions, special leave petitions 
and appeals, on the legislative competence 
and the constitutional validity of the Act. On 
Mjrch 11.1994, the court finally delivered 
^ its judgment upholding the Act and disposed 
' of the petitions without costs (Kartar Singh 
vs state of Punjab). The oft repeated refrain 
in the judgment was the intention of 
parliament. The argument put forward by 
the court was simple - that parliament is 
competent to promulgate this Act, was 


justified in locating the purpose of the Act 
under ^defence of India*, a central subj^t 
and not Maw and order* which is a state 
subject. 

Once the question of competence was 
settled, virtually every provision of TADA 
was justified,* and striking down of any 
provision of the Act, introduction of any 
changes or even providing a more liberal 
interpretation was categorically opposed, as 
that would frustrate the intention of 
parliament. This is astrange argument when 
the constitutionality of a legislation is in 
question. The intention of the legislature is 
the proper concern when a court interprets 
a statute. But when con.stitutional validity 
is what is being tested, the intention of the 
framers of the Constitution becomes the 


proper concern. Thecoint wilUn^y accepted 
the government contention that TADA was 
required for a speedy trial. This argument 
could easily have been tested against the 
facts, but the court chose not to do so. On 
September 30, 1994, the number of 
undertrials lodged in jail for over one year 
stood at 2,582. Of them 285 had been in jail 
for periods ranging from five to nine years, 
and 1,087 had been in jail for three to five 
years and the rest between one to three years 
(see Table 4). Add to this the penod in jails 
due to delay in investigation and we get a 
total figure of 3,458 persons in jail due to 
delay by the prosecution or the courts. 

The general attitude of the apex court 
towards TADA provisions has been one of 
resisting any substantive change in the 


Table 3: Pouce and TADA 
(Position of Cases as on June 30. 1994) 


State/ 

Union Tcrntoncs 

Total 

Of Total 


Of Challaned 


Dropped 
by Police 

Challan 

Filed 

Dropped 
by Court 

Acquitted 

Convicted 

Andhra Pradesh 

1,655 

660 

2,101 

0 

629 

28 

Arunachal Pradesh 

2K 

0 

22 

4 

6 

0 

Assam 

4,792 

1,490 

975 

5 

9 

0 

Bihar 

57 

14 

0 

0 

0 

0 

Chandigarh 

189 

60 

• 127 

60 

99 

9* 

Delhi 

1,735 

228 

1,490 

0 

479 

47 

Goa 

5 

4 

0 

0 

0 

0 

Gujarat 

3.1.54 

1,212 

1,916 

1,162 

574 

19 

Haryana 

1,443 

108 

1,131 

0 

780 

157 

Himachal Pradesh 

13 

20 

7 

0 

7 

0 

Jammu and Kashmir 

14,475 

10,264 

461 

0 

16 

0 

Karnataka 

41 

4 

23 

0 

1 

0 

Kerala 

5 

0 

0 

0 

0 

0 

Madhya Pradesh 

122 

12 

108 

0 

23 

7 

Maharashtra 

733 

194 

343 

104 

75 

8 

Manipur 

946 

483 

88 

62 

6 

1 

Meghalaya 

1 

0 

0 

0 

0 

0 

Punjab 

17.518 

7,378 

9,843 

1,368 

5,263 

235 

Rajasthan 

1.50 

37 

112 

18 

10 

11 

Tamil Nadu 

43 

13 

16 

0 

1 

0 

Uttar Pradesh 

731 

312 

383 

112 

15 

3 

West Bengal 

1 

0 

1 

0 

0 

0 

Total 

49.859 

22,493 

19,347 

2,895 

7,988 

522 


Note: The states of Nagaland and Tripura are notified, but there are no cases under TADA 

registered there 
Source: Home Ministry 


Table 4: How Speedy Are Trials under TADA? 

(Number of Undertrials in Jail Whose Trial Has Taken over a Year, According to Number of Years 
of Detention, as on September 30, 1994) 


State/ 

Union Territories 




_Nundier of Years 




Total 

I 

2 

3 

4 

5 

6 

7 

8 

9 

Andhra Pradesh 

43 

23 

29 

3 

0 

0 

0 

0 

0 

98 

Chandigarh 

0 

1 

0 

1 

0 

0 

0 

0 

0 

2 

Delhi 

10 

102 

194, 

116 

68 

25 

6 

2 

5 

528 

Haryana 

14 

28 

41 

11 

14 

3 

8 

0 

0 

119 

Karnataka 

13 

99 

15 

0 

1 

0 

0 

0 

0 

128 

Madhya Pradesh 

3 

26 

13 

4 

2 

I 

0 

1 

0 

50 

Maharashtra 

121 

425 

246 

73 

31 

1 

0 

0 

0 

897 

Meghalaya 

8 

1 

0 

0 

0 

0 

0 

0 

0 

9 

Punjab 

64 

65 

94 

43 

14 

10 

9 

3 

0 

302 

Rajasthan 

10 

32 

31 

56 

40 

10 

0 

0 

1 

180 

Tamil Nadu 

32 

25 

5 

42 

0 

0 

0 

0 

0 

104 

Uttar Pradesh 

2 

57 

36 

34 

16 

7 

6 

1 

0 

159 

West Bengal 

0 

6 

0 

0 

0 

0 

0 

0 

0 

6 

Total 

320 

890 

704 

383 

186 

57 

29 

7 

6 

2,582 


Note: Data are not available for Aninochal, Bihar, Gujarat, Jammu and Kashmir, Manipur and 

Mizoram. No instances of such detention in Assam, Goa, HP, and Kerala. 


Stmree: Home Ministry. 
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provisions, whether through striking down 
the provisions or through intetprotation. Even 
when the Supreme Court has Attempted to 
narrow down the scope of use of some of 
the sections such as those relating to section 
5 or to grant of bail, later judgments have 
partly overruled these. In Delhi, for instance, 
of the 316 persons injudicial custody at the 
end of 1994, 140 had been charged solely 
under section 5. The constitutional bench 
judgment on TADA brought this provision 
into limelight. Since only a minority 
judgment had commented on it and ruled 
that to attract the provisions of TADA, 
association of the arms with terrorist activity 
needs to be shown, it gave hope that the 
ambit of section S may be narrowed. On 
May 17, 1994 in the matter of Paras Ram 
vs Stale, the Supreme Court laid down that 
a person cannot be prosecuted under section • 
5 unless live ammunition is recovered along 
with the firearm. However, both these were 
overruled by another five-member bench 
(Sunjay Dutt vs State, September 9.1994). 
The court held that only 'conscious*, 
'unauthorised* 'possession of arms* in a 
'notified area* is required to be proved by 
the prosecution. The onus of proving that 
possession of arms has no connection with 
terrorist or disruptive activity again falls on 
the accused. On^the question of ammunition 
it was held that the 'arms and ammunition* 


mentioned in section S be read as ^arrns 
ammunition’. The bench agreed that section 
S would be vulnerable to misuse and the 
state government's power would be 
unfettered if the power to notify an area 
under the Act does not have a relation with 
curbing terrorist and disruptive activities. 
Yet, in the full knowledge of the fact that 
TADA presently covers over 95 per cent of 
our citizens, and many of the areas to which 
It extends cannot be even remotely connected 
with terrorism as explained in the statement 
of objects and reasons, the court desisted 
from making any change and merely 
recorded: "the existence of the factual basis 
for declaringaspecified area as notified area 
has to be presumed for the purposes of 
section 5...*’. Legal presumption is all very 
fine, but not when one is dealing with a 
legislature that spent 16 hours in nine years 
to assess the outcome of this legislation. The 
court by making this presumption inverted 
all logic and held that terrorist acts occur 
in every area notified under TADA. And 
sure enough in each state and union terntory 
that was notified, police promptly identified 
terrorists. 

Despite the absence of any substantive 
modification in the Act by the apex court, 
the blatant misuse is bemoaned by the court 
on various occasions. Kartar Singh vs State 
for instance was the first official 


ackfiowMdgment tbkt TADA was bekj 
misused. It recorded that the entire state had 
been notified in one go, and no area once 
notified had been denotified. In Hitendra 
Thakur case the court categorically states, 
"Of late, we have come across some cases 
where the designated courts have charge 
sheeted and/or convicted an accused persor 
under TADA even though there is not ever 
an iota of evidence from which it could be 
inferred, even prima facie let alone 
conclusively, that the crime was committee 
with the intention as contemplated by the 
provisions of TADA.** While TADA makes 
the courts redundant to an extent in checking 
misuse, the ease with which the judiciary has 
abandoned its responsibility and yielded tc 
'the pressures from the police and the 
government is disturbing. And to hand ovei 
the charge of reviewing mi.suse back to the 
executive IS shameful Compare this with Sr 
Lanka, where in a situation qualitative!) 
worse forihe government, the SupremeCour 
struck down provisions of a comparable law 
relating to the admissibility of confessionf 
to police. 

Politics of iNoiFFtRhNn 

The legislature which created this piece 
of legislation that is to haunt us for man\ 
years to come even if TAD A is not extended 
discu.ssed its promulgation for six hours ir 
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only 34 members participated In the 
lOyears following the promulgation, TAD A 
came up for discussion on four occasions, 
and the total time spent in discussion was 
ten hours and 10 minutes, in which in all 
42 MPs participated. In other words the 
[central legislature abdicated all responsibility 
to assess what was happening to the citizens 
through a law it had created. The discussion 
that took place was merely because TADA 
liad to be extended every two years through 
an amendment in parliament. The state 
legislatures were no better. Without any 
debate on whether such a legislation was 
required, state after state was notified through 
an executive order published in the state 
gazette. The opposition today to TADA by 
various political parties is .solely governed 
by the considerations of electoral politics. 
For instance, the chief ministers of Uttar 
Pradesh, Andhra Pradesh, Kerala and Bihar 
bavc opposed further extension of TADA. 
Andhra Pradesh hjas a tccord of being (he 
fifth largest vState in the number of persons 
urested to date. Uttar Pradesh has the dubious 
distinction of keeping persons in jail for 
seven years without even filing charges. 
And Kerala was only recently notified with 
ihe arrest of four CPl(M) and three RSS 
uclivists. On the other hand, the chief 
ministers of Orissa, Sikkim and Nagaland 
'vupport TADA. cvpn though their states 
liavc not been notified under the Act. 

Political parties too failed in their duty 
lo protect persons’s rights The opposition 
IS expected to play a senous role when .the 
ruling party blatantly misuses a provision. 
This, of course, did happen. Fiut every major 
political party in the country is, or has been, 
a ruling party in one state or another in the 
last decade. And it has derived benefit from 
Ihc provisions of TADA to decimate all 
political opposition. By using it against one 
motherdependingon which party is in power, 
these panics have effectively obscured the 
difference between use and misuse. Today 
when TADA is being perceived as a 
communal legislation, the Act has become 
cin issue in the parliament with the elections 
in the near future. But none of these partie.s 
bas made a categorical statement against 
promulgation of any similar law or changes 
in the established law. Each of these parties 
bas enjoyed the absolute and unquestioned 
power that TADA gives to the ruling party. 
And none is willing to give it up in the 
interests of democracy and pepole’s rights. 

Erosion of Institutions 

Thus institution after institution is being 
eroded of all democratic content. Such then 

the regime of TADA that we confront 
today. A law is drafted by anonymous 
bureaucrats in the law ministry, passed 
without debate by indifferent parlia¬ 
mentarians. implemented with a vengeance 
by the police and then left to be decided in 
listless hearings by disinterested magistrates 


and judges. And so separate criminal 
procure, separate judicial hierarchy and a 
separate political structure are created. 
Implicated in this structure of systematic 
violence directed against over 855 million 
people of our country are a range of actors: 
from inspectors in remote 'thanas\ magis¬ 
trates in far-flung designated courts, right 
up to the top officials in police and ministers. 

The fact that TADA is misused is well 
known. The fact that it has failed miserably 
in controlling 'terrorism’ is starkly clear. 
But We still acceprthe white lies that brought 
this black Act into existence. We still refuse 
to sec that TADA is condemned by its very 
logic and structure to both misuse and failure. 
And yet the legislators, political leaders, the 
courts, the police all invoke the escalation 
of violence in everyday life by uprooting it 
from its social context created by the policies 
and development process. Whatever 
democratic space is provided in the 
constitution for political protest and dissent 
is gradually circumscribed. Until all protest 
is pushed outside the realm of the 
Constitution, the ‘perceived’ threat to the 


State is automatically heightentd. And so the 
hysteria abput grave threats to 'unity, 
integrity and sovereignty* grows, as the state 
abdicates its responsibilities to the persons, 
negates its own basic foundation - that of 
a democratic, secular socialist republic. And 
having stared long enough into the abyss, 
the abyss stares back. So the state inevitably 
, becomes the mirror image of the grotesque 
monster that it created and now seeks to 
suppress. 

Extraordinary situations demand not 
extraordinary laws but an extraordinary will 
to strengthen and preserve the basic 
democratic values and foundations of a 
society facing challenges. The more severe 
the challenge, the more ovcrpoweringly 
urgent it is to strengthen the institutions that 
maintain democracy. Failure to do so does 
not only mean a failure to confront the 
extraordinary challenge. More dangerously, 
it propels us down the precipice that leads 
to anarchy. 

[This article is based on a report on TADA 
prepared by the People's Union for Democratic 
Rights, Delhi.) 


Choosing Vice-Chancellors 

A Special Correspondent 


While the unsavoury record of vice-chancellors of universities, in 
Maharashtra and elsewhere, have received public attention, the eminent 
men who constitute the selection committees who choose these vice- 
chancellors remain unaccountable for the choices they make and the 
damage caused thereby. 


SOME aspects ol the court case which the 
ex-vice chancellor of Bombay University, 
S D Kamik, had filed against a leading 
Marathi daily and lost deserve notice. The 
daily had carried a few articles about the 
vice-chancellor’s ways of running the 
university - listing cases of harassment of 
some university employees, of favours shows 
lo a chosen few (one of them being his wife) 
and to institutions run by powerful 
politicians, disregarding norms of good 
education and the welfare of students. He 
was also charged with inaction even in 
documented cases of corruption. Others also 
had come up with memoranda documenting 
these and similar charges. The impression 
was of a university running not quite above 
board and an all-pcrvading atmosphere of 
boorish insolence ind petty intrigues. 

The vicc-chancel lor went to court charging 
the daily of defaming him and maligning 
him personally for decision.^ taken by the 
university as a whoJe. Interestingly, he had 
gone to court earlier against others also for 
defamation. In his case against the daily, he 
asked for a permanent bar on the publication 
of further articles, it was argued that by 
timing them just when the matter of his 
reiqjpointment was under consideration, they 


would diminish his chances. The court did 
grant him an interim stay. But in its final 
judgment, it not only dismissed his petition 
but in fact held that from the documents 
presented by the university itself, many 
accusations against the ex-vice chancellor 
appeared to have substance. The court also 
held that a person in a position such as that 
of a vice-chancellor could not evade 
responsibility for decisions handed down by 
him. claiming them to be decisions of this 
or that committee. The court held that the 
newspaper was only doing its duty to the 
public by highlighting the affairs of the 
university. 

It was heartening to see the court came 
out emphatically in support of the freedom 
of the press. Also gratifying was the court’s 
refusal to accept the ex-vice chancellor’s 
plea of being not responsible for decisions 
purportedly made by committees. Such pleas 
have often been made in other shperes of 
public activity and been accepted with 
alacrity under the specious reasoning of 
‘systemic failure*. At the same time, it was 
notable that the court judgment was deli vered 
after a new vice-chancellor was chosen for 
Bombay University, so that the remaining 
parts of the report of the daily on the uni versity 
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affairs lost a good deal of their topicality. 

Despite the change of vice-^chancellors, 
some questions remain unanswered and 
deserve consideration. For example* it can 
be questioned as to what extent a university 
as a public body should support the litigations 
of an individual official. In this as well as 
in some other cases which the former vice- 
chancellor had chosen to file (one against 
a suspended municipal official of Bombay 
for damages of Rs 50 crore) no conceivable 
interests of the university were involved. 
Yet it chose to fight these cases as its own; 
the various decision-making bodies of the 
university readily voted the university's 
resources to fight them. 

By and large only those associated with 
higher education are aware of the intricate 
manoeuvres which precede the choice of a 
vice-chancellor in Maharashtra, as in many 
other states. Three or more persons, eminent 
in different walks of life, are chosen by an 
elaborate procedure. They sit together to 
weigh the merits of various aspirants and 
submit a panel of names to the state governor, 
sitting as the chancellor. After considering 
the names thus submitted, the chancellor 
may choose one of them or may ask for fresh 
names. The process easily runs over a couple 
of months 

Although the names of those who act as 
selectors are not publicised, it is well known 
that many senior Supreme Court and high 
court justices, eminent men of letters and the 
sciences and senior civil servants and police 
officials have worked on such panels in the 
past. What is noteworthy is that even with 
the help of such eminent personalities in 
sieving and sifting, the chancellor can do no 
better than come up with the kind of choices 
that have been actually made. While the 
doings of the vicc>chancellors so chosen do 
receive public attention, the persons 
responsible for putting them in their exalted 
positions continue to remain unaccountable 
and pre;;.umably free to sit on the next panel 
of selectors. 

The remarkable fact is that even after the 
experience of the past 25 years or more and 
after observing the kind of vice-chancellors 
that are churned out by the present method 
of selection, neither the rulers nor those 
concerned with higher education in the 
country find anything remiss with the system. 
In the new Universities Act of 1994 in 
Maharashtra, the only change made is the 
addition of a couple of UGC/govemment 
officials to the panel of selectors. 

The roots of this status quoism may be 
in the current expectations in ruling circles 
about the role of a vice-chancellor. Time was 
when he was expected to set an example in 
scholarship and integrity. A P V Kane or 
an M R Jaykar fulfilled these expectations. 
With time e vnh a vice-chancellor who could 
run the examination schedule on time was 
considered an asset. Judging from the vice- 
chancellors who surface these days, it would 


seem that the only expectation from them Politicians are of course very satisfied widi 
is that they make the university safe for the the system. More remarkably, senior 
profiteering educational institutes run by the educationists in the country too seem to find 
bosses who dominate state politics, these arrangements acceptable. 

WEST BENGAL ' 

A Clean SLET? 

AG 

The appallingly poor success rate in the State Level Eligibility Test 
(SLET) for selection of college teachers in West Bengal has raised 
disturbing questions about the state of higher education in the state. 


A 17 PER CENT success rate among the 
candidates of the State Level Eligibility Test 
(SLET) for college teachers in West Bengal 
has sent alarm bells ringing about the state 
of higher education in the state. Some years 
ago when the University Grants Commission 
(UGC) had introduced a mandatory National 
Eligibility Test (NET) for the recruitment of 
college teachers across the country, the state 
government chose to go its own way and 
formulate a state level counterpart. Its 
differences over the format of testing as well 
as the eligibility criteria of 55 per cent at the 
post-graduate level were said to he the reasons. 
Yet. the state level examination, when finally 
held at the end of last year, did not depart 
from these norms. Its results, recently 
announced, remains a testimony to the abject 
condition of higher education in the state. 

To sit for the SLET a candidate had to 
obtain a minimum of 55 per cent marks in 
the post graduate examination. In other 
words, only students with relatively good 
results were eligible for the Test. Yet of the 
4,725 candidates only 804 were successful. 
Why did ostensibly good students tare so 
poorly? If this is the fate of students at the 
upper end of the scale what is the situation 
of the average and below average students? 

SLET, designed along the lines of NE1, 
comprised of two parts. The first, comprising 
two papers was the preliminary round. These 
consisted of objective type questions 
examining general knowledge, teaching 
aptitude and the examinees' control over 
their respective .subject of study. Answers 
to the objective type questions were evaluated 
by computer and those who secured a mini¬ 
mum percentage had their remaining paper 
evaluated. The third paper included descrip¬ 
tive questions on theoretical aspects of the 
candidate’s field. According to reports in the 
local press, more than half the candidates 
were eliminated after the preliminary stage. 
Significantly, it was the science candidates 
who fared worst. A partial subjectwise break¬ 
down of successful candidates reveals this 
clearly (percentages): English 2.1, Political 
Science 26, Sociology 17, Physics 14, Chemi¬ 
stry 15, Mathematics 8. Earth Sciences 11, 
Economics 85, History 83 and Bengali 81. 

The results have created more of an outcry 
than any serious soul-searching on the part 


of the authorities. While the CPl(M}-led 
West Bengal College and University 
Teachers' Association (WBCUTA) has 
decried both NET and SLET as inappropriate 
for the .selection of college teachers, they 
have not ventured forth with alternative 
suggestions as how to improve*the quality 
and competence of college teachers. On the 
other hand the chairman of the College 
Service Commission (CSC), the organisation 
entrusted with conducting the test, has 
expressed optimism in regard to the SLET 
results compared to the less than 10 per cent 
success rate of the .state's candidates in the 
NET last year. However, he maintained that 
the ‘note hook culture' as well as the ‘rote 
learning process' prevalent in college and 
university classrooms was primarily 
responsible for the dismal SLCT results. 
Understandably, he did not elaborate on 
how and why this culture had come to prevail 
or whether the government was interested 
in changing it. He went on to mention that 
in higher education, at the national and 
international level,competition was the norm, 
hence if the teachers them.seivcs were not 
competent they could hardly be expected to 
prepare students for such competition. 

In this connection it is worth mentioning 
that the report ot the West Bengal Education 
Commission (1992), chaired by Ashok Mitra, 
had anticipated the problems. It had 
mentioned that an arcane system of educa¬ 
tion and examination-oriented studies had 
led to a moribund state in higher education. 
Efficiency in examinations was clearly 
different from acquinng knowledge. More¬ 
over. such a system had stifled innovation, 
creativity or critical thinking among students, 
A number of college principals interviewed 
by the commission had mentioned in¬ 
competent teachers as a cause of declining 
standards. Since many of the principals 
were from the ranks of the college teachers 
themselves, one wonders how such 
statements reflected upon their own 
abilities. Undoubtedly, the rot which has 
set in higher education in the state has^ 
deep and multiple roots. If it is not stem¬ 
med the state's new industrial policy, 
which is likely to require technically skiU^ 
manpower in the near future, may be 
jeopardised. 
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UTTAR PRADESH 

Cracks in ihe Alliance 

Amaredi Mishra 

The SP-BSP combine's plan to consolidate electoral gains by promoting 
the dalit-Muslim-OBC alliance is falling apart. There are clear 
indications that in the bid to stay in power, Mulayam Singh will resort 
to any means, including unparliamentary and undemocratic 
manoeuvres. 


THE results of the recently concluded 
elections to a number of stale assembly 
elections has brought little comfort to the 
SP-BSP government. Neither constituents 
of the combine, conte.sting separately, was 
able to put up a creditable performance in 
any state, in spite of BSP’s efforts to expand 
outside UP. The few seats which these parties 
got in Maharashtra, Gujarat and Bihar showed 
that lor all practical purposes, the combine 
has been reduced to the status ol acting as 
a regional variation of national trends - 
whether the Congress in intent' and the 
Janata Dal in 'form'. 

The BSP was trying its best to capitalise 
on the disarray of the Janata Dal, following 
the latter’s debacle in UP, us also benefit 
from the discomfiture of the Congress in 
order to emerge as the mam party of the 
dalits and a major player in any emerging 
dalit-Muslim-OBC combine. 

The participation of the combine m these 
elections was, however, marred by another 
factor. A sizable number o( its candidates 
who won and also those who were fielded, 
had dubious backgrounds. This was the case 
in Maharashtra especially with the SP 
candidates and in Bihar with the BSP 
candidates: in the latter case the twii who 
won had a history of being involved in cases 
of ransom kidnapping. The party of the 
dalits, it seems, is slowly on its way to 
becoming a party of cnminals. power brokers, 
etc, within the dalits, something which is 
reinforced in the parly’s policy recruitment 
at other places also. Of course such a process 
has already been institutionalised by forces 
like Mulayam Singh in UP itself. 

This phenomenon brings to the fore some 
important issues as regards the political and 
social conduct of those who stood at the 
helm of the rise of new social forces in UP. 
It brings into open the direction in which 
the OBC assertion has gone and more 
specifically and crucially, the route taken by 
the 'backward power groups’ in their bid to 
consolidate their power. Of late, the electoral 
successes of these forces and the type of 
social polarisation on which they have 
prospered, has somehow shifted the focus 


away from these issues which need 
dispassionate reappraisal. Moreover, as in 
the case of UP, these powers have proved 
to be the biggest violators of democratic 
procedures and norms - something which 
normal discourses on social justices or anti- 
communalism has tended to obfuscate. And 
here the injustices and instances of state 
repression committed during the Uttarakhand 
agitation form just one side of the overall 
picture. This can be taken, for argument’s 
sake, as the unfortunate but 'natural* way 
political parties in office treat agitations, 
and the overall undemocratic approach of 
the organs of state power. But the inciden¬ 
ces of the February a.s.sembly sessions, when 
the Mulayam government showed a 
surprising lack of even a minimum respect 
for parliamentary procedures, reflect a 
disturbing trend which is fast vitiating the 
social and political atmosphere of UP. For 
many both the BJP-spon.sored amendment 
to the vote of thanks to the governor and 
passing of the vote-on accounts, amounted 
to no more than a temporary diversion. But 
these tendencies have taken a different 
di mension in the state where there is a virtual 
spurt in incidences of persons in power and 
authority themselves subverting norms and 
the functioning of institutions with a blatancy 
that IS shocking. 

In the case of the vote on the governor’s 
thanks, the SP-BSP combine polled 219 
voles when its total strength in the assembly 
was 197 and the Congress had abstained. 
This was in keeping with the party’s policy 
Of opposing Mulayam in order to checkmate 
the growing dissidence and the oppositional 
plank of the Arjun Singh-Narain Dutt 
combine, whileensuring that the government 
did not fall. There was no question of the 
SP-BSP gamering 219 votes; from the BJP 
there were only two defections and the 
support pledged to the government by 
Irfdependents and others shored up its 
strength to 207. Even if the two BJP votes 
were included the number would have gone 
up to 209. The vote was also taken by the 
raising of hands after which the sp^er 
suddenly announced the victory of the ruling 


combifie and adjourned the house. The 
legislative assembly members kept asking 
about how such a situation came about but 
the speaker would not listen. He did not even 
furnish the necessary facts about the vote 
count and dismissed the angry pleas for 
proper explanations. Later, when confronted 
b]^ a number of joumali.sts, the speaker 
brushed aside all questions and responded 
in an arrogant manner. All through, leading 
members of the mling party heaped open 
scorn on the whole 'paraphernalia’ of 
parliamentary procedures and the need to 
maintain ‘decency’ even in the corridors of 
the assembly and outside, to the press. The 
chief minister not only condoned this 
unseemly conduct but went on the offensive 
against all cnticisms. The vote-on-account 
later also proceeded in the same way, by a 
raising of hands, with a complete disregard 
fur opposing views. 

UNI>KMOCRA'nC 

While the Mulayam government was 
saved, its democratic credentials are now 
more suspect than before. U is clear that iif 
the days to come, the present di.spensation 
will seek to survive by any means, foul and 
fair, throwing parliamentary caution. This 
is especially likely given the fact that the 
SP-BSP combine is increasingly relying on 
demagogy and rhetoric, centred on appeal 
to dalits. backwards and minorities. 
Combined with non-performance at all levels 
and the stifling of dis.scnt by 'whatever means 
possible’ this will give nse to an anarchic 
situation. In tact, the government has devised 
a strategy of labelling any opposition to it 
being against the interests of new social 
forces, and so on and so forth. 

Yet, deep down, things are gradually tailing 
apart. Universities have turned into virtual 
fiefdoms ol mafia forces with the direct or 
indirect backing of the vice-chancellors, as 
well as the local and state administraiion. 
The infrastructure is hanging together by a 
thread and a reckless privatisation ot stale- 
owned enterprises is a real threat. In UP this 
has been the concrete manifestation of the 
New Economic Policy which Mulayam is 
pursuing - while much is being made of the 
need to invite foreign investjncnt, the funds 
allocated to the stale are yet to be fully 
utilised. Here too, economic mismanagement 
is going hand in hand with graft and anarchy. 

This situation has prompted political 
observers and right thinking people to go 
beyond the politics of immediate power 
capture and to shift the debate to concrete 
issues such as the communal and fascist 
designs of the BJP and the virtual breakdown 
of minimum democratic procedures under 
the present government. For, in spite of all 
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Mulayam's ami-communal posturing IHHe 
has been done in terms of building a genuine 
secular atmosphere even of the composite 
culture vanety. It is not certain how far the 
chief minister’s policy of projecting a section 
of Muslim power brokers and criminal 
elements on the one hand and encouraging 
ail sorts of brahminical, reactionary and 
communal Hindu elements will help in anti- 
communalism. The latter under Mulayam 
*anti-commuriaiism’ has become an open 
form of political manipulation and oppoi- 
tunism which came to tlie fore in the reception 
given to the visiting Iranian head of state 
Rafsanjani at Lucknow where, projections 
like ^Mulayam - the protector of Muslims 
and Shcrc-Hind, etc, went hand in hand with 
a total silence on the real problems of the 
Muslims. This has become the practice with 
dalits and backwards who are showing 
increasing restlessness going beyond sops 
likecontrol of power and reservalions. Worse, 
as was evident in incidenis of communal 
rioting in Moradabad and olhei places, there 
arc signs of a dangerous backlash or 
communally sensitive situation developing 
Vith Mulayam hi nisei 1 lilting towards the 
Congress with all us familiar planks of soft 
communalism and creating a fear psychosis 
iimongst the minorities. The BJP thus 
remains a Ihrcai necessaiy for Muiayam’s 
survival 

The situation is compounded by the lack 
of a credible ccnlnst-democratic or left 
opposition in the stale 1’hc Congress has 
long abrogated us centrist po.sition in the 
state and it is slili uncertain whether the 
Narain Duti Tiwan-Aijun Singh combine 
will usher in some new era. Us opposition 
to the Mulayam government is limited to 
minot manocuvnngs The traditional left too 
IS much reduced Years of following the 
traditional opposition has left it incapable 
of taking independent action and is having 
to face the virtual inlegraiion of traditional 
cctUrisl tendencies wiih the ‘bourgeois- 
landlord’ political and economic power ll 
is in response to such a scenario that parties 
like the CPLMl. are trying to open up an 
'oppositional front* by bringing various left- 
democratic forces together on the issue of 
human rights abuses by the Mulayam 
government and the communal oneniaiion 
of the BJP Recently it organised an 
impressive lally in Lucknow which 
demanded the resignation of the government 
on moral grounds fur violation of democratic 
rights rnd accused the chief minister for 
presiding over a regime of leiror. The BJP 
and Its front organisations also came in for 
attack and the rally, signihcantl y, was joined 
in by the AH-India Muslim Forum, a 
prominent organisation of minority 
intellectuals in the state. The leaders of the 


fommeondenmed thegovermnem severally, 
from the rally dais for its failure to address 
the real socio-economic issues of the Muslims 
and urged the community to assert itself, 
independently in alliance with the radical 
left. Both these themes of independent 
assertion and alliance with forces like CPI- 
ML, were new in UP as Muslims and Muslim 
intellectuals have always preferred to remain 
with centrist formations. There has been no 
previous instance of prominent Muslims 
associated in the present or the past, with 
mainstream centrist parties, joining openly, 
a red platform to criticise Mulayam. The 
media understandably, highTighted the event 
and the rally also revitalised interest in the 
left which had waned after CPI MLA’s 
joining Mulayam which had left the 
impression that the left was finished with 
‘Mulayam’ filling the left slot TheCPI-ML 
is also in touch with prominent daht 
intellectuals and democratic personalities in 
the state and is attempting a new political 
polansation in the coming days 
Ibese happenings are taking place amidst 
a general backdrop of a slow crisis of the 
SP-BSP. While not yet obvious it is 
manifested in events tike the results of the 
recently concluded panchayat elections, and 
the disaffection of .sections of dalits and the 
backwards other than yadavas. The panchayat 
elections were fought on a party less basis 
and for the fust time, on the new quota of 


rekervatibhs for daUts, backwards aad 
women, but in many places the candidates 
backed by the BSP lost or faced stiff 
opposition from even among dalit ranks. 
The SP kept a prudent distance preferring 
to buy out the victorious candidates at the 
appropriate moment, but its role too was 
diminished. The BJP likewise could not gain 
any real advantage except in some pockets 
where non-yadava backward castes 
supported it, and the benefits went in many 
cases to independents and smaller parties. 
The panchayat elections have ushered in a 
totally new pha.se in the countryside with 
politicisation reaching grass roots levels and 
quite importantly, beyond the old reach of 
the dominant parlies. The re.servations have 
indeed played a very important role: instead 
of consolidating the rule of the SP-BSP 
combine, they have opened new fissures in 
the ranks of the dalits and the backwards on 
class, political and interest lines. Of particular 
relevance is the slow creation of a section 
of power brokers patronised by the political 
partie.s and increasingly alienated from the 
people, plus the rise of new forces wherever 
such gaps become wide. The shakc-up of 
rural life has also included women especially 
from Ihc depressed strata, and if the first 
rounds were any indication, this ‘tncklc 
down’ of parliamentary democracy may well 
be full of unforeseen and interesting 
consequences 


ARUNACHAL PRADESH 

Congress Maintains Its Hold 

Anup Saikia 


It was not so much the rulinf* party’s track record as the lack of a 
viable alternative and the absence of a regional party of significance 
which proved to he instrumental in determining the results of the 
assembly elections. 


WHILE ruling parties have fallen like nine 
pins in Maharashtra, Gujarat and Onssa, the 
('ongress(l) has stood out like a monolith 
in Arunachal Pradesh, quietly pocketing over 
two-ibirds majority in the 60 member 
assembly. More than performance, leadership 
qualities and government policies, the 
absence of any viable alternative brought 
bat'k the Congress to power. The performance 
of the Congressd) has not been anything 
special, although for a relatively naive 
electorate the emphasis on the achievements 
in the developmental spheres and in 
maintaining peace and harmony in a multi- 
tribal society has paid dividends. The 


achievements of the ruling party from 1980 
lo 1994 have been mcdiiKre. For an area of 
nearly 84,0tX) sq kms which posses.sed barely 
168 kms of motorable road in 1947, the 
current mileage of about 9,800 kms is pretty 
good. But considenng the all-India average 
of 49 km roadlength per 100 sq kms this 
frontier stale with 10.3 km per 100 sq kms 
has miles to go. Road communication, vital 
to this peripherally located, internally 
inaccessible hill state, like other infra¬ 
structural facilities, is quite inadequate. Yet 
one significant achievement has been the 
relative peace this state has enjoyed. Progress 
and harmony have been successfully 
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pDrtjfiiy^d ^ achievoinants itie 

Cloiigitss(l) paity and the electorate has not 
been uitiiiipmsed. Yet leaving aside the 
temiiesofOegongApang'sthree consecutive 
govmunents, due credit for developmental 
effoits taking place today must, of necessity, 
be given to historical circumstances, for had 
not the Chinese ambled across the border 
in 1962, the lethargic pace of development 
of the 19S0s might not have been shaken 
off as quickly, 

TTic Congiessd), in power since 1980s, 
has the best equipped organisational base, 
something the other parties in the fray 
significantly lack. Fielding candidates for 
all the 60 seats, compared to the Janata 
Dal's 34, the Janata Party's 5 and the BJP's 
15, the Congress(l) had maximum chances 
of emerging as the majority party. Yet, pre^ 
poll forecasts rated the JD as likely to cause 
some major upsets because most of the 
motley crew that formed the JD were former 
Congressmen who had been denied Con¬ 
gress tickets. Others went as far as to predict 
a hung assembly which could involve a 
see-saw between JD/independents and the 
Congress(I). In retrospect, these specula¬ 
tions proved full of holes and, in line with 
previous performance, the Congress(l) 
bagged 43 of the 60 seats, putting it in an 
unassailable position. Now the chinks in its 
armour, caused by dissident activity, 
particularly in the last two years or so, can 
be nipped in the bud. The hint of a threat 
from the JD, with its meagre three seats kitty, 
has been effectively marginalised. The BJP, 
with a single seat way back in the 1984 
assembly elections, drew a blank, while the 
JP managed a face-saving two seats out of 
the five it conteseted. It has virtually been 
a single party show, and had it not been for 
a dozen successful independents, the 
Congress cakewalk could have been even 
easier. 

Events leading up to the poll were quiet, 
apart from the call by the All Arunachal 
Pradesh Students' Union (AAPSU) for a ban 
on all national leaders campaigning in the 
state. The centre 'has shown no interest in 
solving the problem of foreign nationals' 
and AAPSU greeted Narasimha Rao with a 
10-hour bandh, resulting in his rally at the 
IndiraGandhi Park in Itanagar being attended 
by barely 250 persons, most of whom were 


government offtcials or pgrty wegkers. 
Simil^, the V P Singji-Madhu Dandavate 
combine were given a 10 hour bandh 
welcomeatPasighat, the second largest urban 
centre in the state. Campaigning was low 
key and restrained The National Socialist 
Council of Nagaland (NSCN) which infests 
Tirap and Changlang districts bordering 
Burma, threatened to liven up the otherwise 
lacklustre poll proceedings with dismption. 
This caused some worry in the BSF and the 
Assam Rifles, but eventually the NSCN 
decided to play it safe. Inaccessibility of 
some areas meant that Section officials and 
security forces alike set out a week in 
advance of March 11 to reach in time for 
the polls. In one instance, as reported, four 
election officials trekked through dense 
jungles for three days to set up a booth at 
Chakku village in West Kammeng district 
for three voters. 

For the first time two 'rinpoches' or 
Buddhist pnests contested the elections 
which witnes.sed a number of student leaders 
contesting as well, mostly but not solely on 
JD tickets. The two former AAPSU 
presidents, Nabam Rebia and Takam Sanjoy 
(JD), another AAPSU leader Dotum Sora 
(BJP), an All Nisht Students Union 
(ANSU) ex-president Tame Passang, 
former AAPSU general secretary TabinTaki 
(JD). former president of the Arunachal 
University Students’ Union Bide Taba 
Goyee (JD), former general sectetaries of 
the college students unions from Itanagar, 
Tatar Kipa (JD), and Tezu, Kalikho Pul 
(Congress), were in (he fray. For the ruling 
party, 22 out of 24 cabinet members were 
contesting. 

Ultimately, the Congress(I) surpassed all 
expectations. Apang won by over 4,6(X) 
votes, not an inconsiderable margin 
considering the size of the constituencies. 
He has always won comfortably, polling 
over 61 per cent, 56 per cent, 66 per cent 
and 81 per cent ot the votes in the 1978, 
1980, 1984 and 1990 assembly elections, 
respectively. Importantly, two factors 
favourable for his personal position as leader 
of the party are: (a) the 2/3 m^ority, which 
leaves him scope to shufHe around the 
portfolios should he require to do so to tackle 
dissident activity, and related to this, (b) the 
defeat of the Congress Working Committee 


(CWO tnember, Omem Mayang Deori, a 
veteran heavyweight. 

Pronunent winners include R K Khirmey, 
the education minister. Thupten Tempa, the 
rural development and planning minister, 
Neelam Taram, home minister, Lijum 
Royna, the speaker of the assembly, and his- 
deputy C C Singpho. Others include Dera 
Natung (social and cultural affairs), Kahang 
Borang (transport), Tadar Taniang (civil 
supplies) and Kameng Dolo, the RWD 
minister. While Doi Ado(power), Noksang 
Boham (forest) andTala Mugli (horticulture) 
won their seats, the case of the sitting 
Congress MLA from Itanagar, Lichi Legi, 
deserves closer examination, itanagar, 
numerically the largest constituency and 
by virtue of being the state capital, is a 
prestigious seat. Its electorate is composed 
largely of non-Arunachalees, non-tribal in 
contrast to the largely tribal electorate. There 
seems to exist a tendency in this segment 
of the electorate to vote en masse for the 
Congress(l), plausibly attributable to the 
belief, founded or unfounded, that the 
Congress (1) ensures their protection the 
chips arc down. This tendency stems from 
the insecurity of being 'outsiders’. This 
psychology is perceptible in some 
constituencies in Meghalaya as well, where 
the tribal/non-tribal cleavages occasionally 
get accentuated. This factor along with what 
is known in political analysis as the 'friends 
and neighbourhood effect' explains Legi's 
victory over the popular JD contestant 
Nabam Rebia. 

Among the eight student leaders in the 
fray only two, Takam Sanjoy, the AAPSU 
leader and Kalikho Pul from Hayuliang could 
survive. The defeat of Khapriso Khrong, a 
powerful veteran and former Congressd) 
minister, came as a surprise to many. Other 
winners include Tomo Riba, a former chief 
minister, Yadap^Apang, the present CM’s 
wife and the only female member in the 
60 member house, and Techi Teli, the JD 
general secretary who beat the sitting deputy 
minister (PWD), Nagurang Tazap. Among 
losers ministers like Komily Mossang, 
Wangha Lowang and Tadak Dulom are 
prominent. 

In the ultimate analysis, the lack of a 
viable alternative and absence of a regional 
party with significant clout proved 
instnimental. The one-paity system coupled 
with a relatively youpg, inexperienced but 
enthusiastic electorate (the cunent decdons 
are only the fifth, but 75 per cent votes were 
polled this time) made things easy for the 
Congress(I). But it may not be smooth sailing 
if, as the election inanifesto asserts, the party 
ismactuaUy''en8ure(leportatk»ofaUf(im^ 
reftmees temporari ly and illegally settled in 
Arunachal Pradesh at 4n early dale”. 


Tasle: Seats Won, 1978-1995 


Year 

Total Scats 

Janata 

PPA 

lndq)eiident 

Congressd) 

BJP 

IP 

JD 

1978 

30 

17 

8 

5 

_ 

- 

• 

* 

1980 

30 


13 

4 

13 

- 

- 

- 

1984 

30 

- 

4 

4 

21 

I 

- 

- 

1990 

60 


- 

1 

37 

- 

1 

11 

1995 

60 

- 

- 

12 

43 

- 

2 

3 
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The Ikjik Conflict 

A Rimniiig Sore for Russia 

DlttpHifo 

The fate of Tajikistan lies in the hands of Yeltsin, who is inclined to 
consider the Tajik-Afghan border as *a forward Russian base* to 
sefeguard Russia fmm the irfiUration of weapons, drugs and Islamic 
fiuulamentalism from Afghanistan, 


WISHING to keep Russia peaceful during 
the VE (Victory in Europe) Day celebrations 
in Moscow on May 9-10, the Russian 
authorities announced a unilateral two-week 
truce in the war in Chechenya from May 1, 
and capped it with securing an agreement 
between the Tajik government and the 
opposition (on April 26) to extend their 
temporary ceasefire by amonth. TheChechen 
nationalists have rejected the offer and it is 
doubtful that the Tajik rebels will honour 
the deal. In contrast to the four-month 
conflict in Chechenya, the fighting in 
Tajikistan has a three-year history. While 
the issue in Chechenya is fairly simple - 
local nationalism versus Russian hegemony 
- the situation in Tajikistan is complex, 
involving clan politics, Islamic funda¬ 
mentalism, loca) nationalism and the break¬ 
up of neighbouring Afghanistan into several 
fiefdoms run by warlords. Moscow fears 
that if the present pro-Russian government 
in Tajikistan fails to stem the rise of radical 
I st an i is ts , waging a goerrilla war from 
Afghanistan, the whole central Asian region 
would fall to them. 

Those disagreeing with this analysis 
argue that Moscow is exaggerating the 
strength and importance of Tsyik Islamists 
in order to consolidate its hold over non- 
Slavic Central Asia. They Question the 
wisdom of president Boris Yeltsin’s policy 
summed up in his August 1993 statement: 
**Everybody must understand that 
Tajikistan's border is effectively Russia’s 
border". This has meant extending Russia’s 
frontier by l,4S0 km. 

Showing his commitment to his doctrine, 
Yeltsin provided the border guard chief, 
General Andrei Nikolayev, with more 
Russian troops and aircraft to cnish die Tajik 
rebels, who raided a Russian military post 
near Khorog, the capital of Badaktishan, on 
the Tajik-Afghan frontier on April 7. 
Nikdayev's response included an air raid 
cm Taloqan. the tniipected base of the 
insurgents in Afthanisttti. which resulted in 
12S civiliandeaihs. Actually the insuigems’ 
orifindatndtwisarBactionrowhat General 
Nikoli^ev had done. In violation of the truce 
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between the Tajik government and the 
opposition, he had movedTajik army troops 
and Russian border guards to Badakhshan. 
Nikolayev justified his move on the basis 
of an anticipated guerrilla offensive in spring, 
meant to establish a bridgehead into the 
insurgent-controlled zone in Badakhshan and 
into central Tajikistan. 

Such mutual distrust is rooted in the Tajik 
civil war which erupted in May 1992, and 
consumed an estimated 60,000 lives before 
it subsided seven months later. On the eve 
of the civil war, the parliament of the 
Badakhshan Autonomous Region, occu¬ 
pying 45 per cent of Tajikistan, declared the 
region in^pendent. But when in September, 
a Badakhshan! politician. Akbarsho 
Iskanderov, became acting president of 
Tajikistan, relations between Khorog and 
Dushanbe, the national capital, improved. 
This lasted until December when pro¬ 
communist forces, aided by Russia and 
Uzbekistan, overthrew Iskanderov, and 
installed a government headed by Imamali 
Rakhmonov, a leader of the neo-communists 
in T^ikistan. By the spring of 1993 an 
official witch-hunt against Islamists as well 
as the natives of Badakhshan, popularly 
known as Pamiris - whose Pamiri dialect is 
different from Tajik, the national language 
7 swelled the population of Badakhshan 
from 2,00,(X)0 to 5,(X),(XX), thus turning it 
into an opposition stronghold. 

Later the central authority was able to 
impose a semblance of control over 
Badakhshan’s capital, Khorog. But the 
inaccessible, mountainous region is hard to 
rule effectively. The government in 
Dushanbe, led by Rakhmonov, is totally 
dependent on Moscow for its economic 
survival and security. Russia has 25,000 
troops in Tajikistan, a country of 5 million 
-with 18,000giiarding the republic's 1,000 
km frontier with Afghanistan. Tiyikistan 
and Russia concluded a mutual security pact 
in June 1993. 

Such dependence on Russia grates against 
nationalist sensitivities ofTajiks, somediing 
the Islamic opposition in the Tajik-inhabited 
part of the republic is keen to exploit. As 


It is. die legitiniacy Of the prosent le^eia 
in Tiyikistan is dubtous. The presidendal 
poll of last November, and the parliamentary 
elections that followed, were boycotted by 
the Islamic Republican Party (IW) and its 
secular sympathisers. The allegadonsof vote- 
riggingbytheloserinthepresideiitial contest, 
Abdulmalik Abdullajanov, the country’s 
ambassador to Russia and a former prime 
minister, further undermined the credibility 
of the polls. 

Much depends now on the talks between 
Rakhmonov and Said Abdullah Nuri, the 
opposition Islamic leader, scheduled nex( 
month in the Afghan capital of Kabul. Nuri 
is likely to demand fresh presidential 
elections under a caretaker administration ol 
technocrats or a coalition government with 
the IRP sharing power equally with the neo- 
communists. Rakhmonov is wary of step¬ 
ping down, aware that shorn of power, his 
neo-communists would lose much of theii 
appeal to their erstwhile supporters. 

in the final analysts the fate of Tajikistan 
lies in the hands of Yeltsin. He is siding with 
those of his advisers who consider theTajik* 
Afghan border as 'a forward Russian base’ 
to safeguard Russia from the infilu-ation ol 
weapons, drugs and Islamic fundamentalism 
from Afghanistan. 

But. after the chastening experience in 
Chechnya, it is doubtful that Yeltsin will up 
the ante with increased Russian militaiy 
commitment in Tajikistan. His othei 
alternative of aiding to produce a more 
representative government in Tajikistan is 
equally problematic. So the Tajik crisis, like 
its Chechenyan counterpart, seems likely tc 
persist. 


A Correction 

In 'Indian Social Scientists and Critique ol 
Secularism’ by Joseph Tharamangalam 
(March 4,1995), the following works were 
inadvertently omitted from the list ol 
references at the end: 

Smith. Donald Eugene (1963); India as a SecuUii 
State, Princeton University Press. 
Tharamangalam. Jo8eph(1991): 'Nehru's Legacy 
of Secularism in In^a* in Amal Ray et al 
(eds). The Nehru Legacy: An Appraisal,OxM 
University Press. Dd^. 

Srinivas. M N (1952): Religion and Society anum^ 
the Cortrgs of South India, Oxford Univerrit) 
Press. 

Further, the following two works ol 
M N Srinivas were wrongly listed under 
Radhakrishnan, S 

-(1966): Social Change in Modern India, 
Umvenity of Califonua Press, Berkeley. 
-(1993): Towar^ a New Philosophy:. 

Faith in God as Saviour*. The Times ^iedia, 
Bwigalore, July 9. , 

The errari att regretted. 

Ed 
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PERSPECnVES 


From External Recovery to 
totemal Bankruptcy 

V M Dudekar 

The focus being on the external payments crisis, there was less 
awareness of the fact that there was an equally critical situation in 
respect of internal payments; in fact the situation today is worse than it 
was four years ago. The 1995-96 budget marks a continuation of the 
slide down. 


FOUR years ago, in June 1991, when the 
new government at the centre came to power, 
the entire government seemed to be full of 
confidence in itself and in the future of the 
country; only the finance minister seemed 
worried because he was aware of our critical 
situation in respect of external payments 
Today, four years later, the entire government 
appears to in a deep gloom because of 
the critical situation with regard to its own 
survival. Only the finance minister seems to 
have confidence in the policies he has pursued 
in the past four years and in the future of 
the country. The change in the circumstance 
IS evident in his budget speech last year and 
this year. Last year, he referred to the 
*inspiring leadership' of the prime minister; 
this year, he refers to only the 'leadership' 
of the pnme minister. 

The finance minister pulled the country 
out of the immediate payments crisis by fire¬ 
fighting operations but also initiated a long¬ 
term policy to avoid recurrence of such a 
crisis. The new policy was to open the 
economy to the competitive pressures of the 
world, popularly known as 'globalisation*. 
In practice it means liberalise imports and 
export what you can. There were fears that 
this would flood the market with imports 
and weaken the economy. It did not happen 
that way. In fact, exports increased more 
than did imports and now exports finance 
more than 90 per cent of imports while, 
earlier, exports could finance no more than 
60 per cent of imports. This has reduced 
external deficit on current account which 
was over 3 per cent of the GDP in 1990^1 
and is expected to be less than one and a 
half per cent of |he GDP in 1994-95. Credit 
is due to the finance mi nisier and, particularly, 
to the judiciously managed exchange rate. 

But we should note that the external deficit 
on current account, however small, means 
that we are not yet a net foreign exchange 
earner. In view of this, the increase in our 
foreign exchange reserves from just about 
one billion ddlars in June 1991 to over 20 
trillion dollars as on March 10, 1995 can 
only be due to capital inflows of various 
cat^ories which are essentially in the nature 
of loans. Latest data for capitiil inflows are 
available for the year 1993-94 {Ecommic 


Survey, 7994-95, Text Table 5.2). These arc 
available on an annual basis so we shall 
illustrate the point by reference to the 
increase in foreign exchange reserves 
between 1990-91 and 1993-94. Foreign 
exchange reserves amounted to $ 2.236 
billion at the end of 1990-91 (by the end 
of June 1991, they came down to $ 1.124 
billion) and to $ 15.068 billion at the end 
of 1993-94. Thus, during the three years 

1991- 92,1992-93, and 1993-94, the foreign 
exchange reserves increased by $ 12.832 
billion (Economic Survey, 1994-95, 
Table 6.1 (B)). In all the three years, there 
was a deficit on current account amounting 
to $ (1.178 4* 3.536 + 0.315 = 5.029) billion. 
The current account deficit was more than 
made up by net capital inflows amounting 
to $ (4.754 + 4.254 + 9.183 = 18.191) 
billion. Thus, capital inflows exceeded the 
current account deficit by $ 13.162 billion 
(Economic Survey, /994-95, Text Table 5.2) 
and added S 12.832 billion to the foreign 
exchange reserves. This does not exactly 
tally because of errors and omissions which 
thp statistics of balance of payments are 
known to be prone to. Moreover, estimates 
for 1993-94 are only 'Quick* estimates. 

Among the capital inflows, one should 
make adistinction between foreign loans and 
foreign investment. The major items in the 
former are (i) external assistance ($ 6.596 
billion), (ii) commercial borrowing ($ 1.937 
billion), (iii) IMF ($ 2.265 billion), and (iv) 
non-resident deposits ($ 3.141 billion), llie 
figures in brackets are the corresponding 
capital inflows during the three years 1991-92, 

1992- 93, and 1993-94. Foreign investments 
consist of (i) direct foreign investment 
($1,118 billion), (ii) foreign institutional 
investment ($ 1.666 billion), and (iii) Euro 
equities ($ 1.700 billion). Thus, while the 
external loans amount to $ 13i939 billion, 
foreign investment amount to only $ 4.484 
billion. Obviously, capital inflow is largely 
in the form of loans which addamtheexteriial 
debt; theextemaldebtof the central govem- 
mentattheendof 1994-95 waaRs S0j628.30 
crore and is estimated to hiCKiase to Rs 
59,846.87 crore by the end of the current 
year 1993-96, which is an incieaseof 18.20 
per cent. Foreign investment is laggiiif in 


spite of much room for negotiations with or 
without public tenders. It requires a stable 
government, transparent administration, 
dependahle infrastructure, disciplined labour, 
and betterpublic hygiene. Whileemphasising, 
our rising foreign exchange reserves, these 
incidental circumstances need to be told. It 
would help moderate the complacent mood 
which the confidence of the finance minister 
is generating. 

The focus being on the external payments 
crisis, there was less awareness of the fact 
that there was an equally critical situation 
in respect of internal payments; in fact, the 
situation today is worse than what it was four 
years ago. The present budget is a 
continuation of the same slide down. In 
fairness, it should be said that the domestic 
situation is more complex even in theory; 
in practice, one has to contend with many 
deeply entrenched vested interests, mostly 
creation of the past policies, who have 
powerful representatives in the central 
government, so much so that the finance 
minister is often helpless. 

The immediate task has been to reduce the 
deficit on revenue account. This requires an 
increase in revenue receipts and a decrease 
in revenue expenditure. The finance minister 
has been able to achieve the first but not the 
second. 

One of the tenets of the new economic 
policy is to reduce the taxes, for which there 
is little opposition from any vested interest, 
except the intellectuals. The hope was that 
the resulting revenue losses would be more 
than made up by 'the gains from 
simplification, rationalisation, and improved 
tax compliance*. The intellectuals had their 
doubts. But the finance minister proved nght. 
For instance, the tax revenue receipts in 

1993-94 were Rs 53,449 crore. The finance 
minister had estimated that, in 1994-95, 
there would be a revenue loss of Rs 3,604 
crore because of the proposed changes in the 
tax structure and rates. This was more than 
made up. In 1994-95, the tax revenues 
amount^ to Rs 64,988 crore (R£) which 
is an increase of 28.33 per cent over the 
reduced estimate. In the current year, he 
estimates that there would be a tax revenue 
loss of Rs 1,582 crore due to changes in the 
tax structure and rates. Nevertheless, he 
estimates that, in 1995-96, the tax revenues 
will amount to Rs 74,374 crore (BE) which 
is an increase of 16.88 per cent over the 
reduced estimme. Judged by the performance 
of the past year, there is little reason to doubt 
this estimate. Incidentally, he seems to take 
cogmsance of the law of diminishing retums 
to the same therapy. 

The finance minister has had little success 
in reducing the expenditure. An important 
iMA of revenue expenditure is fo^ and 
fertiliser subsidies. The financeminister tried 
to reduce these but did not succeed because 
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of powerful vested interests, whoknpw who 
profits by these subsidies but who speak in 
(he name of the fanner and the poor. There 
are the loss-making public sector enterprises 
but he could not touch them because 
opposition in the name of socialism of which 
all that remains now is the organised labour 
employed in these enterprises. The central 
government itself is a vast public enterprise, 
in spite of the simplification and 
rationalisation which the new policy is 
supposed to have achieved, the finance 
minister has not been able to reduce the 
establishment at the centre. As on March 1, 
the strength of the central establishment was 
3,Ml,896 in 1994, 3.945,436 in 1995, (an 
increase of 2.70 per cent) and is estimated 
tobc4,0l2,713 in 1956 (an increase of 1.71 
per cent). Thus, in spite of liberalisation, 
bureaucracy is growing in numbers though 
the rate of growth is expected to somewhat 
decline in 1955-56. As to the remuneration 
(pay and allowances other than travel 
expenses), it has increased from Rs 14.569.82 
crorc in 1993-94 to Rs 15,531.89 crorc in 

1994- 95 (an increase of 6.60 per cent) and 
is estimated to be Rs 16,55189 crore in 

1995- 96 (an increase of 6.59 per cent) which 
is about the same as in rhe previous year. 
But. now a new Pay Commission is sitting 
and. from what one hears are the demands 
from many high salaried quarters, its report 
will most certainly disrupt the current budget 

Failure to check the expenditure has 
resulted in increasing revenue deficit which 
has to be met by net market borrowing and 
an increase in other liabilities. In 1995-96, 
net market borrowing and increase in other 
liabilities are estimated to amount to 
Rs 52,634 crore. Such continued borrowing 
accumulates in a growing public debt. In 
fact, the public debt and other liabilities of 
the central government in 1995-96 are 
estimated to be Rs 600,559.08 crore. Of 
immediate concern is payment of interest on 
this accumulated debt. It is estimated to be 
Rs 52,000crorc. This means that the net new 
borrowing and increase in liabilities are just 
sufficient to pay interest on the outstanding 
debt. This is called the debt trap. Thus, the 
domestic payments crisis is as critical as the 
crisis of external payments, the only 
difference being that, while the external 
creditors shout and threaten to take penal 
action, the domestic creditors lemain docile 
at the mercy of the govemmem. So. the 
finance minister does not have to take much 
note of it. 

It is not easy to get out of this trap without 
converting the revenue deficit into a revenue 
surplus which has its own dangers. But, 
leaving the things as they are. has its own 
dangers too; in fact, thereby the future appears 
bleak. As mentioned above, the public 
and otherliabflities of the central government 
in ]995-%areestimated to bcRs 600,559.08 
crore; these constitute 84.93 per coil of the 
estimated GDP in 1993-94, namely. 
Rs 707,145 crore. If we allow an annual 


increase of 5.66 per cent in the ^at 
1993-94 prices) and an annual increase in 
prices of 10 per cent in the two years from 
1993-94 to 1995-96. the GDP in 1995-96 
(at current prices) would amount to Rs 
955,246 crore and the public debt and other 
liabilities of the central government, namely, 
Rs 600,559.08 crore, would constitute 62.87 
per cent of the GDP in 1995-96. 

We may project this into the future. On 
the public d^ and other liabilities amounting 
to Rs600,559.08crore. the estimated interest 
is Rs 52,000 crore which is 8.66 per cent. 
Let us suppose that the governmentborrows 
or incurs other liabilities just enough to pay 
the interest on the outstanding debt and other 
liabilities at 8.66 per cent, presuming that 
the average interest rate remains the same 
though, in fact, it may increase as old low 
interest-bearing debt and liabilities aie retired 
by new high interest-bearing loans and 
liabilities. This means that the outstanding 
debt and other liabilities will grow at an 
annual rate of 8.66 per cent. If the GDP 
grows at an annual rate of 5.66 per cent, the 
outstanding debt and other liabilities will 
outgrow the GDP (at 1995-96 prices) by 3 
per cent per annum. At this rate, it will take 
just about 15 years for the outstanding debt 
and other liabilities of the central government 
to match the GDP. The finance minister has 
three more terms to see that day. 

But the finance minister has found another 
method to finance the expenditure, namely, 
disinvestment of equity holding in public 
sector enterprises. In the present budget, he 
takes credit of Rs 7,000crore on this account 
and correctly shows it as a capital receipt 
The budgetary deficit is, of course, total 
receipts (revenue and capital) minus total 
expenditure (revenue and capital). Fiscal 
deficit is the budgetary deficit plus borrowing 
and other liabilities; this is what the finance 
minister does and this is what is shown in 
the Budget at a Glance. This is strictly 
correct. But, then he is not telling the whole 
truth. Capita] receipts of disinvestment of 
equity holding in public sector enterprises, 
without compensating increase in assets or 
decrease in liabilities, are no different from 
net new borrowing and incurnng new 
liabilities. If this is not explicitly shown, we 
are concealing the fact that we have started 
living by capital consumption. This is no 
different from a farmer selling his draft and 
milch cattle to finance the wedding of his 
son or daughter. He comes to grief if he has 
more sons or daughters than he has animals 
to sell. For the central government, the effect 
is seen in growing gap between the assets 
and liabilities (Receipts Budget 1995*96, 
Statement of Liabilities and Statement of 
Assets of the Central Government, pp 4243). 
In 1990-91, the gap was 24,67 per cent of 
the assets; in subs^uenc years it grew to 
26.21.27^5,30.94 per cent until, in 1994-95, 
it was estimated to be 33.30 (RE) per cent. 
According to the budget estimates for 
1995-96, the gap is expe^ed to be 35.93 per 


cent 'of die aisets; there is a uiutneritall ttm 
in adding the internal and external debt to 
arrive at the total public debt; this is shown 
as Rs 362,745.12 crore while it should be 
Rs 367,745.12 crore. If we correct this 
numerical error, the gap between the assets 
and liabilities increases to 36.66 per cent 
It means so rpuch of the liabilities are not 
covered by any assets. Of course, all this is 
not due to disinvestment in public sector 
enterprises; much borrowing has been spent 
on consumption rather than on investment. 

Rather than warning his cabinet colleagues, 
that the government was heading for 
bankruptcy, unless they fall in line and agree 
to do whatever is necessary to reduce the 
budget deficit and start reducing the public 
debt, the finance minister seems to n^e a 
Virtue of disinvestment in public sector 
enterprises. For instance, he says; '*As in 
previous years, the government intends to 
continue the process of disinvestment of the 
equity of public sector enterprises. The 
Budget Estimates provide for receipts from 
dtsinvestment of R s 7,(X)0 crore, a significant 
increase from the figure of Rs 5,237 crorc 
in the Revised Estimates for 1994-95.” A 
significant achievement indeed! 

Whether equity of publ ic sector enterprises 
should bedisinvested is an independent issue. 
But unless the proceeds of such disinvestment 
are used to liquidate past debt and other 
liabilities, the road to bankruptcy is clear. At 
the end of 1995-96. major investments of the 
central government are; Defence Services 
(Rs 55,560.76 crore). Energy (Rs 29,941.88 
crorc). Industry and Minerals (Rs 29,534.34 
crore), Railways (Rs 24,738.24 crore), Other 
Transport Services (Rs 11,502.23 crorc), and 
Telecommunications Services (Rs*3.726.30 
crore). They add up to Rs 155.()03.75 crorc. 
These can all be liquidated and if we do not 
wish to fall behind the significant achieve¬ 
ment of the finance minister, namely, an in¬ 
crease in disinvestment from Rs 5,237 crore 
in 1994-95 to Rs 7,000 crorc in 1995-96, 
which is an increase of 33.66 per cent, the 
disinvestment in the next few years will be 
Rs 12,506 crorc, Rs 16,716 crore, Rs 22,344 
crore, Rs 29,866 crore, and Rs 39,920 crore 
when we shall reach the year 2000-01. These 
add up to Rs 121.352 crore. There will be 
a little left, hopeful ly, of the Defence Services 
which, even if outdated, will be useful to 
celebrate our first Republic Day in the 21st 
century. 

But, there is a shorter route to reach this 
end. We may put on the anvil the entire 
central government, and call 'global* tenders 
for its management on 'as is where is basis* 
(presumably someJtKxly knows). It is pretty 
certain that some American, German, or 
Japanese firm may buy it at about Rs600,0001 
crore, which is the present book value of f 
assets of the central government. Smaller 
firms may pick up state governments of their 
choice. We may all rest in peace, celebrate 
ourIndqiendenceDay each year and conduct 
our democratic elections every five years. ] 
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School Story 

Meenakshi Tyagar^fan 

D School Reflectioiis on the Delhi School of Economics edited by Dharma 
Kumar and Dilip Mookherjee; Oxford University Press, 1995; pp 288, Rs 395. 


THIS is an unusual book on an academic 
subject - in the sense that the subject of the 
book is an academic institution. It is neither 
a history of that institution nor a report on 
its working, though both these features are 
seen in the book. It is a collection of 31 
essays on the Delhi School of Economics 
by persons who have been academically 
associated with it over the years. This sort 
of writing is sometimes found in publications 
to celebrate a landmark event, such as a 
jubilee year. But such is not the case here 
and the book is more serious and elaborate 
than a souvenir volume. The contributors 
have been selected from among hundreds of 
distinguished faculty, past and present, and 
alumnae, including foreign scholars and those 
in non-academic professions. 

The Delhi School of Economics (or 'DSE’ 
as it was known earlier, which is an 
abbreviation altogether easier on the tongue 
and pen than the present School') is of 
undisputably higli stature among institutions 
of higher learning. Its record in teaching and 
research in the social sciences has won 
international recognition. It came into being 
in an era of national euphoria. The Planning 
Commission had begun its work and the 
feeling in the air was that all would soon 
start to be well with the Indian economy. 
But to be effecti ve, the Planning Commi ssion 
needed economists of ability and it was in 
response to this demand that V K R V Rao 
founded the DSE. Rao'*s unbounded energy, 
infectious enthusiasm and extraordinary 
talent for institution-building are all recalled 
with affection and admiration by the old- 
timers contributing to this volume. One of 
the edifbrs (Dharma Kumar) has expressed 
the view that its location in Delhi has 
probably been a handicap to the School’s 
development. But in the formative years at 
least, Delhi was the only location 
possible - closeto the Planning Commission, 
in touch with the ongoing policy debates and 
at the centre of things. 

Some facts about the DSE are not very 
welt known in the outside world. One is that 
the imposing main gate (picture included 
in the book), christened ‘Knowledge’, is 
purely non-functional, being permanently 
closed. The other is that economics is not 
the only discipline that the School is 
ooncemed with. It also has departments of 
sociology, commerce and geo^phy. This 
book represents only two disciplines- 
economicB and sociology. The rest, as the 
editors airily put it, 'Nrill have to await a 
companion volume”. If the purpose of this 


rather odd grouping of departments was to 
promote an inter-disciplinaiy approach, that 
seems to have never been taken seriously. 
From the start, economics has claimed - and 
established - primacy. For M N Srinivas, 
the noted authority on caste, the explanation 
is simple: economics, he states, is “the 
most prestigious of the social sciences”, 
being intellectually more coherent and 
vigorous as well as indispensable to 
economic management. But this superiority 
is not readily accepted. A number of 
contributors have referred to the economics- 
sociology rivalry. Veena Das refers to this 
as *'not so much institutional tensions as 
resentments that had grown among many 
sociologists against the assumed superiority 
of economics”. It is not difficult to imagine 
the sense of alienation and frustration that 
must surely prevail in the other two 
marginalised departments. 

The essays in the book arc all very 
readable, particularly becau.se of a delightful 
garnish of anecdotes. But they are best read 
slowly, one or two pieces at a time. Try to 
take it all in at one long stretch and you 
cannot escape a certain monotony, the 
sameness of the theme overwhelming the 
points of difference between the individual 
essays. It is remarkable that the book bears 
no evidence of a generation gap and that 
the perceptions of students and teachers 
spanning a period of four decades should, 
by and large, be similar. Both groups speak 
of the enjoyment of the general ambience, 
the pleasures of an excellent library and the 
intellectual stimulation from their mutual 
contact. Teachers also speak of their .sense 
of freedom in a liberal atmosphere, the 
benefits of interaction with like-minded 
colleagues and the satisfaction of evolving 
courses. Students recall the camaraderie and 
fun of campus life, with the coffee house 
as a focal point. Incidentally, the old-time 
waiter of the coffee house is the only non- 
academic functionary to receive mention 
more than once in these pages. 

And are the editors happy over this chorus 
of acclaim from their carefully chosen 
contributors? Not entirely, it would seem. 
The last essay in the book is by a visiting 
foreign scholar and bears the rather startling 
title 'The Delhi School of Economics at the 
Crossroads’. This has been specially 
commissioned to correct the bias in the rest 
of the book, considered to “err on the side 
of contentment”. That this piece too should 
dwell more on the positive aspects of the 
DSE (the ‘critica]' content amounting to a 


^ggestion to strengthen the research side) 
may seem ironic but it actually underlines 
the built-in quality of the ‘contentment bias’. 

For one thing, the entire exercise that this 
book represents is based on recollections. 
The contributors were asked lo “feel free to 
recollect what was important to you 
intellectually and personally at that time, 
your contemporaries, and the way you look 
back on the Delhi School now”. This sort 
of invitation, more often than not, evokes 
nostalgia and nostalgia does not aid critical 
evaluation. This tendency is further 
strengthened by the choice of contributors. 
The editors have naturally been drawn lo the 
creme de la creme, the men who "made’ the 
DSE and, with the exception of a few famous 
names, they are all here. For these persons, 
naturally, the DSE is something of an 
achievement, something to be proud about. 
The editors have indeed taken care to include 
others of lesser note to give as wide a 
representation as possible. But inevitably, 
the person chosen are all successful and 
making a mark in their respective fields. A 
few ordinary or average alumnae, less 
spectacularly successful, might have had a 
different tale to tell. But these are part of 
the anonymous multitude and it is scarcely 
possible to think of them replacing the 
illustrious, even to a limited extent. 

All this is not to imply that the essays 
are totally free of discordant notes. 
Dissatisfaction has indeed been expressed 
by some writers but these arc generally 
limited to specific aspects, such as course 
content or quality of research. Only two 
writers - Prabhat Patnaik and Shiv 
Visvanathan, both past students - havetaken 
a sy.stcmatic view, with overall critical 
evaluation. Though very different from each 
other, these two contributions present 
viewpoints which, taken together, give a 
glimpse of a possible flip-side picture of 
the DSE, a slight leaven of acidity in an 
otherwise bland mixture. Prabhat Patnaik, 
a noted economist, gi ves a detached objecti ve 
assessment. He finds the DSE ambience 
‘flawed’, for reasons that can finally be 
reduced to the student-teacher relationship. 
He considers the student body insensitive 
and the entire school lacking in self- 
confidence, unable to overcome a sense of 
inferiority vis-a-vis the west and hence 
lacking in what he calls a ‘collective 
arrogance’ without which “ho academic 
institution can possibly achieve excellence 
by international standards”, 'fhe other view, 
that of Shiv Visvanathan, a sociologist, is 
personal and bitter«primari]y because of the 
intolerance of the system and its failure to 
accept deviation from its self-prescribed 
norms. To him, the DSE is “not even a 
second grade uni versity...a waste laixl, amoral 
to the core*’. He has a lot mote to say on these 
lines and much of viitiat'he has said could 
be attributed to prejudice, perhaps arising 
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from some deep pmc^ 
this isjhe only essey that iuggeits the 
existence of a different voice. To quote 
Visvanathan again, **The D School 
remembers the victors but has no place for 
the defatted'*. It has, however, to be added 
that both Patnaik and Visvanathan have only 
fond recollections of campus life. 

The editors say that th^ had ''no very 
clear objectives" when planning this volume 
and hoped, at best, that "a readable and 
sometimes instructive collection of 
memories" would emerge. That is essentially 
what this book has turned out to be. despite 
the editors* claim to "something more 
serious". True, there is material here that 
would be valuable to any future historian 
of the DSE but. at the moment, it is a dormant 
value, awaiting the emergence of the 
historian. Based on what has been said by 
their contributors, the editors have attempted 
a sketchy evaluation of their own - admitting 
to shortcomings and areas of weakness, 
pointing out financial and administrative 
constraints, drawing attention to 
achievements and concluding with a 
reiteration of the success of the institution. 
While all this may raise some questions on 
the future of social science teaching and 
research in India, this book is essentially one 
that will be read for pleasure rather than 
profit. As for the readers who will derive 
that pleasure, the most important group 
understandably is the DSE family. Since 
the book includes essays relating to the full 
span of the School ’ s history to date, starting 
from its foundation, its appeal to this group 
will be both personal and wide. The more 
senior and more eminent members, several 
of whom are themselves contributors, are 
bound to experience the irresistible urge to 
read what has been said about them and 
others of their circle. The vast number of 
DSE-iles who are neither featured in the 
book nor received mention in it will also find 
it absorbing, some at least with resentment 
at being denied an opportunity to have their 
say. Others iit the professions of economics 
and sociology who are familiar with DSE 
figures, either through personal contact or 
hearsay, may also be interested, though 
probably to a lesser extent. Outside of this 
relatively small circle, this hook is unlikely 
to make any impact. 

But should a general reader from out¬ 
side chance upon this book, he would prob¬ 
ably find the entire exercise that it represents 
slightly precious. He might also beconfiised 
by the fact that while there are institutions 
of high sunding in the pure and applied 
sciences, with intellectual achievements of 
significance and international recognition, 
none of them should h^ve thought of similar 
introspective retrospection. It would then 
have to be pointed out to him that the DSE 
is an institution of the social sciences and 
that social scientists are particularly 
articulate as well as deeply conscious of 
the relevance of their disciplines to national 


devdopmeiit. Aa alleluia 
contideheri a symptom of die emeifence of 
the ^collective arrogaiice* the absence of 
which Prabhat Patnaik bemoans. But the 
term 'collective* is hardly appropriate since 


THOUGH the impact of the micro-electronic 
revolution is being increasingly felt on work 
organisations, pr^uction and employment 
in developing countries there are hardly 
any studies dealing with these aspects of 
industrial change. Anyone engaged in 
teaching courses in industrial sociology or 
social organisations is aware of this problem 
as one has to rely mainly on case studies 
in the more developed countries which may 
not be totally relevant to the Indian context. 
This book is therefore a welcome addition 
to the limited literature on social impact of 
new technology in developing countries. It 
contains 12 studies which deal with the 
various ways in which new technology affects 
indigenous production and employment 
structures. A major feature of this hook is 
that it neither tries to explain the micro¬ 
electronic revolution as an anti-worker 
strategy nor does it attempt to eulogise it. 
It takes a balanced view where both sides 
are examined in an objective manner. In his 
introduction AmiyaK Bagchi concludes with 
a note that it is necessary to think more 
purposefully on "how to cope up with new 
technologies instead of regarding them as 
deliverers of fantasies or purveyors of doom". 
This is the underlying refrain in most of the 
papers which enhances the objectivity ot the 
cases presented. 

The first three studies deal with broader 
issues of technology and development. 
Jose Ricardo Tauile explains the rapid 
changes in organisations due to new 
technology. He emphasises the need for 
flexibility in work organisations as opposed 
to the rigidly stratified traditional ones. Per 
Lindberg too examines the need for more 
flexible organisations to cope up with the 
rapid technological changes. He emphasises 
that the benefits of micro-clcctronics can be 
reaped only through flexibility in 
organisation as well as technology. Both 
papers stress the importance of information 
as a source of rapid technological changes 
and adaptation because, as Tauile* s paper 
suggests, the new inequalities in countries 
will be created by thdr ability or inability 
to adapt to new technologies in the global 
context. Tauile suggests that the political 
and business elites in countries like India 
and Brazil must "understand the new 


tib booKhwlNmidaDmKl iMitf 

a very iniall graiq). da the other hand, 
it can make a start in promoting that 
'collective arrogance* - something the 
editors did not plan. 


possibilities opened up by contemporary 
collective capitalism and decide to regain 
their credibility by turning social needs into 
effective demand**. He does not try to explain 
how effective demand can be raised when 
the '*very large portions of the population 
already exist under minimum acceptable 
living standards**. Can collective capitalism, 
with Its emphasis on the global market, 
raise the living standards of the majority 
in these countnes which have hardly any 
purchasing power? 

Sunil Mani 's paper on the telecom industry 
raises some important issues relating to 
foreign collaborations. He presents an 
interesting study on how the developed 
countries and the MNCs thwart efforts of 
promoting re.search in developing countries. 
In India the efforts of the Telecom¬ 
munications Research Centre and C-DOT 
have been swept aside in favour of foreign 
collaboration. He notes, * The organisational 
form that would grant the developers the 
necessary autonomy and strong motivation 
is never expenmcnied with. Whenever any 
obstacle is encountered, the authorities go 
in for foreign technical collaboration, which 
throws indigenous efforts into a state of 
disarray.’* The important point Mam raises 
in his paper is that foreign companies are 
invited even when local expertise is available 
at much lower costs. The obvious question 
which comes to mind is, are these col¬ 
laborations necessary for technological 
upgradation or for kickbacks? 

The situation in the electronics industry 
is examined by K J Joseph. Though this 
sector has expanded Joseph finds that its 
employment generation capacity has 
declined. This is largely due to the decline 
in in-house R and D. The industry is thus 
merely involved in assemblying imported 
components whereas it could have produced 
these components. He finds that the 
liberalisation policy has encouraged most 
firms to resort to foreign collaborations To 
substitute and not to complentent their local 
technology-generating cfTorts." On the other 
hand he finds that Arms with higher local 
R and D component have had higher 
employment generation capacity. 

Though the title of the volume mentions 
workers’ response few of the papers deal 


Coping with New Ibchnologies 

Sharit K Bhowmik 

New Technology and the Workers’ Response edited by Amiya Kumar Bagchi 
with the assistance of Ranabir Samaddar; Sage Publications, New Delhi, 199S; 
pp 367, Rs 375. 


990 


Economic and Political WedUy May ^13, 1995 



with iliif tttpeoc. Sdihe of Him &uiim tfie 
cffqcils of new technology on einployiiietit 
butth^donotipedflcilly deal with w 
response to technologtcal changes. There 
are five papers which cover the response of 
workers and uni ons lo new techiK>loi^. Ttese 
papers show that the unions in India are yet 
to adapt to this new phenomenon. They have 
been unable to develop new strategies to 
protect the workers* interests. They have 
instead blindly opposed new technology 
withoutsuggesting alternatives for protecting 
employment and production. 

The problems of the fledging state-run 
electronics industry in West Bengal is 
presented by Dipayan Datta Chaudhuri. 
Though the West Beiigal Electronics Industry 
Development Corporation is an autonomous 
corporation, Datta Chaudhuri finds *that the 
state exerts a great deal of control over its 
functioning which curbs the powers of the 
managing director and the chairman. Like 
all other state-run units in West Bengal the 
corporation is bound by "'many rigid rules 
and regulations" which affects recruitment 
of proper personnel and general decision¬ 
making. Datta Chaudhuri gives a fairly 
detailed analysis of the corporation's 
functioning and why it has been unable to 
perform as well as its counterparts in other 
states such as Kerala, Tamil Nadu and UP. 
He has also dealt with the response of the 
workers and their unions. Labour unrest is 
fairly common and often takes violent forms. 
The strategies adopted by the two major 
unions are different. The CITU-affiliated 
union, as expected, adopts a soft attitude 
towards the management. Its stress has been 
on improving the quality of the products 
through increased employment (e g, in testing 
them) whereas the non-pohtical union has 
been stressing on diversification of products. 
Dana Chaudhuri's findings are interesting 
and one hopes that he takes up further research 
in this field. 

Bagaram Tulpule and Ramesh Dutta 
examine the effects of computerised 
numerically controUed (CNC) machines on 
productivity and employment in three multi¬ 
unit engineering organisations in and around 
Bombay. The paper contains a lot of 
information on the labour process and on 
o^r aspects. Their findings show that labour 
productivity has risen considerably in these 
units however this has been offset by the 
high costs of importing the machines. With 
the result profits have remained unchanged. 
At the same time employment has not fallen 
as the unions were gi ven assurance that there 
would be no retrenchment. They find that 
though workers and trade unions are 
apprehensi ve about the consequences of new 
technology but they do not offer any serious 
opposition. This is because the CNCs have 
not yet caused unemployment. Though the 
data presented is very good the authors could 
have been more analytical in their 
presentation. Their findings clearly show 
that there has been an increase in workload 


and wofl«ai have to wovk in 11 ^^ 
fashion to kem pace with the macMnes. 
should have oM an important point for 
analysts as the existing studies including 
some in this volume) indicate mtero- 
dectronic technology enables flexsbilisation 
.of the 'high road’. However, Tiilpule’s and 
Dutta’s study $how8 that it can reinforce 
Fordism. Their observation on the response 
of the trade unions show that they are unable 
to grapple with the problem of new 
technology. They seem content as long as 
employment and wages are not disturM. 
However, new technology also reduces the 
workers’ control over the labour process and 
the new industrial conflicts (as seen in several 
developed countries) centre not so much 
around wages as around the control over the 
labour process. Trade unions have to evolve 
new strategies to reduce this new form of 
exploitation. 

The paper by Radha D’Souza (Iyer) starts 
with a survey of computerisation in Bombay 
and the opposition by the unions. They have 
been unable to prevent automation though 
they could prevent it for some time. This 
is the net result of blind opposition to new 
technology. She also deals with the case of 
Siemens in Bombay which introduced new 
technology when it expanded its production 
in the early 197fls. D’Souza has detailed the 
strategies of the trade unions to the changes 
m work organisation and the management’s 
response. Introduction of CNCs in 1981 
created changes in work groups and the 
demand for skill. The earlier skilled manual 
workers now found themselves marginalised 
as the new ^specialist’ workers became 
prominent. This created divisions within the 
union. The company has not initiated any 
programme for retraining the conventional 
workers in the new skills (presunnuibly the 
union too has not pressed for this). The 
company has instead shifted a part of its 
production to a new unit in Nasik where 
more sophisticated equipment is used and 
it plans to shift another part to Aurangabad. 
These units have come up because of the 
resistance the company faced from the 
workers in their Bombay plant. 

Ranabir Samaddar’s paper on the news¬ 
paper industry again illustrates the weak¬ 
nesses of the trade unions in dealing with 
new technology. His discussion focuses on 
how new technology leads to deunionisation. 
He gives examples from his extensive 
research on the newspaper industry in 
different parts of the countiy. Mamata Roy 
(Chaudhuri) discusses computerisation in 
the banking industry. Intnxluction of micro¬ 
electronic technology has opened up new 
areas of collective bargaining. Though the 
bank employees' union(AIBEA) had initially 
opposed introduction of new technology it 
hitf now accepted it as necessary Ml has dso 
develo|M9d stmiegies to ensure that th 
modcaato pace of computerisation. Roy argues 
that new technology may not be resisted by 
bank employees as it hdps ease Ihdr work. 


tltofmperl^JdferylreiireaM 
discusses the new changes in inchistrial 
production and oiganisatiim due to imcro*^ 
dectfonics. It is largely descriptive and it 
gives a comprehensive picture of the 
economic and institutional mechanisms 
required for implementing new technology. 
Laurids Lauridsen’s paper on flexibilisation 
is interesting as it begins with the approaches 
to flexibilisation and then compares these 
with the situation in Taiwan and South Korea. 
Of the two roads to industrial restructuring 
the *high road* seeks competitiveness based 
on efficient level of production, high 
technology, better quality goods and wofkm 
who are treated as resources for achieving 
excellence in production. This is known as 
flexible specialisation. In the low road* 
labour is looked upon as a cost, technology 
level is low and the goods produced are 
inferior in quality. The prices are low because 
of low labour costs. This is called flexible 
casualisation and the small-scale industries 
in India are ideal examples of this. Lauridsen 
tries to examine the industrial ’miracles’ in 
Taiwan and South Korea from this 
background. He finds that though both 
countries have used micro-electronic 
technology as the base of their industrial. 
success they cannot be included in the high 
road. A large part of the price advantage 
these countries have got is due to low labour 
cost. In Taiwan it was due to the paternalistic 
type of industnal organisation while in 
South Korea it was due to the state's 
suppression of workers’ rights. Lauridsen’s 
findings imply global competitiveness due 
to new technology does not necessary make 
the industrialists look on labour as a 
resource. In fact other papers in this 
volume (Tulpule and Dutta, D’Souza and 
Samaddar) amply bear out the point that 
high technology does not lead to flexible 
specialisation. 

An aspect that needs to be examined is 
whether new technology inevitably leads to 
disempowerment of labour. One should also 
consider the positive effects of this 
technology such as increased efficiency, 
better quality of products, etc. Moreover it 
is necessary to consider whether it is new 
technology or the nature of industrial 
organisations which deunionise woikers. In 
the developed countries new technology has 
often lead to creation of more democratic 
organisational structures whereasincountries 
like India, South Korea and Taiwan it has 
resulted in more authoritarian structures. 
Much depends on the pressure that the trade 
unions exert on the political system. For 
example, in several European countrieSf 
particularly in the north, tr^ unions have 
to be consulted before implementing new 
technology. 

The papers included in this volume are on 
the wMe inteiesting and informative. The 
editors have done a good job in bringmg 
together a wide range of issues in a single 
volume. 
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SPECIAL AimCLES 


Han versus Mancet m the Contemporary World 

.Prabhat Patnaik 

The case for planning emerges strongly in the contemporary world of vastly enhanced mobility of finance capital 
not so much because within a given universe planning is superior to the market, bur as a mechanism for changing 
the universe of decision-making. Globalisation in the era of financial mobility, it is demonstrated here, dooms economies 
like ours to a perennial state of low and highly unstable growth The need for planning arises in this very context, 
though the outlines of the planned regime would not necessarily resemble any of the different versions of planning 
we have had till now. 


IN the 19S0s there was a good deal of 
discussion on the question of the plan versus 
the market which 1 remember going through 
as an undergraduate student. To my mind 
the essence of that discussion at its best (e g, 
in the work of Maurice Dobb) was the 
argument that in an economy where a plethora 
of individual economic agents are each 
pursuing their own optimisation exercises 
under certain parameters which they take as 
given, the aggregate outcome of their action 
does not lead to the achievement of a social 
optimum. The main reason for this was the 
intervention of time in the decision-making 
process in various ways, of which 
'externalities' in ^e broadest sense operating 
through time was the classic example focused 
upon by Dobb in his 'Introduction' to Soviet 
Economic Development since J9I7.' 

This argument was different from the other 
argument pievalent in some of the literature 
of the time which talked of 'rigidities', of 
the exacting assumptions required for the 
existence of a Walrasian equilibrium, i e, 
which focused on the proposition that 
individual economic agents, each maximising 
their objective functions, do not in their 
aggregate achieve a Walrasian equilibrium. 
This argument was even different from the 
usual argument that the optimality of a 
Walrasian equilibrium is only a Pareto- 
optimality, which is relative to a given 
distribution of endowments. In short, the 
richness of the Dobb-type discussion of the 
issue arose from the fact that this discussion 
was at an altogether different level of 
discourse from the usual critiques of the 
functioning of the market-mechanism. 

Strictly in terms of logic, the Dobb-type 
critique continues to be as valid today as it 
ever was. I say this despite the effots of a 
number of writers in recent years, especially 
those belonging to the school of 'rational 
expectations* in the US, to the^se as if the 
individual economic agents 'internalise' the 
, social objective function, so that the 
individaul agent becomes a microcosm of 
society, and the aggregation of individual 
actions dbes lead to a social optimum. (This 
has been argued especially ^th regard to 
Ramsay-ty|^ opdinising exercises.^ This 
latter genre of theorising is fraught with 


logical inconsistencies, which 1 need not go 
into here, and which spring from the fact 
that the concept of an individual as a self- 
absorbed hedonist is impossible to reconcile 
with the concept of an individual as an exact 
microcosmic replica of society (whose mere 
arithmetical aggregation constitutes society). 

There arc however two basic problems 
with the Dobb-type argument. The first is 
that it shares the premise with neoclassical 
economics that the Walrasian equilibrium 
does represent a stylisation of the functioning 
of a market-system. In my view it does not 
represent the functioning of any market- 
system. And this is not because of 'rigidities' 
or the non-fulfilment of Walrasian 
assumptions, etc. This is because the 
Walrasian conception of the market is s,pch 
that no market system that constituted an 
embodiment of this conception could 
possibly function.^ Again, this has nothing 
to do with the form of ownership as such; 
no market-system corresponding to the 
Walrasian conception could possibly funct¬ 
ion, no matter what the form of ownership 
of the means of production There is a view 
that the Walrasian conception, though 
obviously inappropriate as a stylisation of 
a capitrdist market-system, may possibly 
realise itself in the form of a decentralised 
socialist market-system. This view however 
is to my mind completely erroneous. Let me 
discuss the matter at some length. 

The essential Walrasian conception of a 
market-system is that the different markets 
clear, leaving neither any excess supply nor 
any excess demand at the prevailing prices, 
provided the latter are positive. If such is 
the way that a market-system operated then 
there would be no disciplining die vice within 
this system and production is impossible 
without a disciplining device (which need 
not of course be coercive, a supposition 
which constitutes the basic premise of the 
socialist argument). Within a capitalist 
market-system the threat of the 'sack* would 
lose its sting as far as the workers were 
concerned, uodemuning within this regime 
the discipline essential for the structured co¬ 
operation that constitutes the basis for 
modem production. The existence of a 
reserve army of labour, i e, a systematic 
excess-supply of labour at the going wege- 
rate, is integ^ to the coherent functiomng 


of capitalism. (It is quite another matter of 
course that the reserve army is usually much 
larger than need be from this point of view 
of coherence of functioning, because 
capitalism, being a demand-constrained 
system, carries the additional burden of 
Keynesian unemployment.)The disciplining 
device which under slavery takes the form 
of the master's control over the person of 
the slave, and under feudalism the form of 
extra-economic coercion exercised by (he 
lord over the serfs, operates under capit^ism, 
which is a system of apparently voluntary 
contracts, through the power of the 'sack' 
which the capitalist enjoys within a context 
of prevalent unemployment. Such a context 
however is inconceivable under the Walrasian 
conception, which is what makes this 
conception far removed from the operation 
of the actual capitalist market-system. 

Even if we visualise an alternative market- 
system where individual enterprises, whether 
owned socially or by the workers of each 
enterprise, operate on the market as 
optimising units, exactly the same problem 
reappears. Unless there is an alternative basis 
for imposing discipline upon the workforce 
on the production-floor, without which 
production which is a collective act is 
impossible, the existence of reserve army as 
a disciplining device becomes inevitable. 

Two conclusions follow trom this: if 
socialism is defined, as in my view it must 
be, as a system which inter alia ensures the 
full employment of labour, thbn the 
development of such an alternative basis for 
work-discipline becomes absolutely 
essential, which is impossible however in a 
world of individual enterprise-level 
optimisation. It follows then that the concqpl 
of a socialist market-system or socialist 
commodity production which was in vogue 
in eastern Europe some years ago and 
constitutes fashionable theory in China these 
days is a contradiction in terms. 

Much confusion prevails in this respect 
about the meaning of Oskar Lange's 1930s 
rejoindertoLudwigvonMises [Lange 1938]. 
Lange is often thought of as advocating 
socialist commodity production, or what is 
often called 'nuuket socialism*. Thisoeitainly 
was not the ^oncliision of Lange* s argument. 
^ Quite apart frofn| the fmn that at the end of 
his paper Langei himself said that his had 
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been a logical cri (iqiie nttber tbM 
for a socialist economy, the blueprint itseff, 
if his model is taken to be one, is not one 
of market socialism. One has to draw a 
distinction here between the market as a 
*computer*analogue* and the market as a 
social institution. In Lange's model the 
market plays the role of a computer-analogue. 
The market as a social institution, which it 
would be under actual 'market socialism*, 
is an altogether diffecent animal, and from 
Lange's argument the case for 'market 
socialism* does not emerge. Mises and others 
had confused between the two and had argued 
that the maiket as a social institution functions 
entirely as a computer-analogue (wherein 
they claimedlay its supcnonty). And Lange's 
argument amounted to saying that if the 
market is nothing else hut a computer- 
analogue then such a market is perfectly 
compatible with socialism; it did not 
necessarily accept the premise that the market 
as a social institution is actually a computer- 
analogue and hence it caruiot be construed 
as advocating the market as a social 
institution, i e, 'market socialism'. 

The second conclusion which immediately 
follows and is already implicit in what is said 
above is that the market as a social institution 
is altogether different from the Walrasian 
conceptualisation of it. And not to have 
recognised this was one of the limitations 
of the Dobb-type argument in the plan- 
versus-market discussion in the 1950s 

The second limitation of the Dobb-type 
argument was that it was conducted as if the 
comparison was between a planned universe 
and a universe governed by the market. As 
a matter of fact any planning 4s realistically 
done within a nation-state which exists within 
a certain international economy. The 
questions of whether an economy, which 
necessarily means the economy of a particular 
nation-state, should be planned, whether it 
can be planned, how it would function under 
a regime of planning, how it would function 
under the unrestricted sway of market-forces, 
etc, have got to be answered by taking this 
intemactonal context into account. In short, 
the abstract comparison of a planned with 
a market regime cannot really take us very 
far; what is necessary isaconcretedtscussion, 
especially a discussion within the concrete 
^context of the international economy. 

« This is particularly necessary today. In 
fact it is perhaps not surprising that the 
earlier discussions on the plan-versus-market 
question occurred without taking the 
international context into account, because 
for a variety of historical reasons the birth 
of (banning (in the erstwhile Soviet Union) 
coincided in point of time with the virtual 
cessation of tbli functioning of the 
intemational.eooncMiiy: during the imer<*war 
years, especMIy after the collapse of the 
Ck>ld StondaidL capital expoiteviiW 
up. and the huemational economy got 
fn^gmented into rival trade-blocs. Totey 


however matters m aitogeAier 

and this fact nmst get reflected in our 

discussion of this question. 

And if it does get reflect^ then the case 
for planning emerges strongly for an 
altogether diffemu reason fipm whai Dobb 
et al had discussed. It arises not so much 
because within a given universe planning is 
superior to the market, but as a mechanism 
for changing the universe of decision¬ 
making, i e, as an Integra] part of a process 
of resurrection of rignifi^tdedsion-niakhig 
within the nation itself, which is both essential 
for progress in contexts such as ours, and 
for which planningconstitutes the only modus 
operandi (or more accurately, the modus 
operandi of which is what I would christen 
as planning). 

n 

There can be little doubt that the revival 
of free markets in several underdeveloped 
countries which in the 19S0s and the 1960s 
had opted for planning is associated with 
greater integration with the global economy. 
In other words when we talk of these 
economies being opened up for the operation 
of the market forces we necessarily mean 
global market forces. The argument for such 
opening up is usually advanced in terms of 
the fact that productive capital which 
historically had been rooted in the advanced 
capitalist economics has at long last become 
sufficiently mobileacross the globe; it would 
therefore shift productive facilities currently 
concentrated in the advanced economies to 
the third world economies where the wages 
are lower, provided these economics open 
their gates to such a shift. To repeat, this 
(MMot happen historically, for if it had then 
the dichotomy between the advagopd and 
the underdeveloped economies would have 
disappeared long ago; but, so the argument 
goes, this is happening now. 

As a matter of fact however such shifts 
in productive capital, which would oatgr lor 
instance through a substantial inerflfc in 
direct foreign investment fiom the advanced 
to the underdeveloped economtes, ore still 
extremely meggre.^ Even such increase as 
we find from theavaitebte 8t8tistic» re^ 
an exaggeration for at least thrae leoscifis: 
first, it is boosted by figures from China 
where nearly two-thirds or more of the DPI 
comes from the overseas Chinese ratherdian 
from the advanced capitalist economies; 
secondly, it is boosted by the debt-equity 
swap deals undeitiken in many Latin' 
American countries which mersly convert 
fibres of debt into figures of DPI; and 
thirdly, no difl[liiiction is drawn between 
DPI which comes to cater to the local 
market and DPI whteh ccRiies to cater to the 
global msricet while locoliiig itself on tkm 
sdloftheundeidevelopede^^ 

DH oondng m cmer m the locil mariu^ 
nm by any means iqireiem 0 siteatin^ 
process of dififhiion induslv^ 


by Am liMs «f te loe^ SMUtot to the 
andentevdoiwd omauy, to tbe aq winiwi 
of wMob toe on Mutf Maket’iM bM t 
ntarghial oomtibiitioii. DPI ooeitol bi id 
tdtt of the pievaiUiii low wafM 

to nwet toe ghbat merktt it not Kmitedby 
thesteeoftlwIocdeMMtetenddoeicoiirttMte 
an aitogetber new phenomenon of 
proliCeration of induatria) capitnl K an 
international ievd. But thi* sort dT DPI is 
even mote insignificant than Ae total I^ 
figuras wotod suggest. 

WMle Ait basic premise wMeh would to 
an extent validme Ae ‘matketiat’ argument 
does not hold, what has beeo happenkig in 
the international economy is a genuinely 
enhanced mobility of finance capital. 
Prodigious amounts of shoft-leiin firato am 
being moved aiDund across Ae ^obe today 
including from Ae advanced countries to 
particular backward economies at particular 
times. ‘Opening Ae economy to diie market* 
forces’ today means above all r^Moing it to 
Ae to.and>fn> movement of finance capital 
in Ae form of shoft,tenn Ands, or ‘hot 
money’. An analysts of Ae operation of Ae 
markd-foroes means above all an analysis 
of the predicament of an economy which is 
subject to the fne movemmil of such funds. 

In such an economy the maximum rate of 
growA which can be achieved becomes 
crucially dependent upon the caprices of 
iittemational financiers; and Ae actual rate 
of growth which is achieved over any period 
of time is not only way below Ais maximum 
but becomes entirely a by-product of specu¬ 
lative activities at the international level. 

Oddly «iough this is not the Conclusion 
a what has come to be known as open eco- 
Inomy macro-economics wiA international 
capital mobility. In the well known Mundell- 
Fleming model for instance which was a 
pioneering contribution m Ais field all that 
inienutio^ capital mobility does is to take 
away a country's freedom to fix Ae interest 
rate at aiiy level it likes. But at Ais given 
intenst me. which must be in line WiA what 
prevails abroad, as long as Ae exchange rate 
is flexible. Ae level of activity, and hence 
by in^dication the growth rate, depends 
entirely on the country’s own internal 
monetvy pobey [MunddI 1962, Pleaing 
1962]. in auch a world, the auAus argue, 
it is fiscal policy wbidiceaieBlobeeflective; 
nwneliry policy on the contrary not only 
lemains eflbetfve taut becomes Ae sole 
dpte n a ta ant of Ae level of activity, overi 
eddeh inteniatiami speculetkw alhigocDyj 
has no toflaanee whatsoever. 

Ibe reaaoo far Ala btefie cwiclosion lies I 
Mter sdlo A Ae aeaunptioti Am as long asj 
a ooiMitiy the smic tetenret iite^ 

mptwrafia bd ai mfim a ll yitcan finiiire miy. 
amount of cudmt aoBoant deficit on Ae 
balaBoaofpiyiMatt,ie.Aei«lanii|8nilely 
otaitie aundy of capiiil at Ae peawrilini 
lidetM miB. Itoutoi Itos aaauafii^ 
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MXMomy. mcb of ttandaid llten^^ 
tM* »M oaniittie» to nudce thit auumpdon. 
In wliit Ibikiws 1 dull develop an altermli ve 
moiM cbopping this assuo^on, and in (he 
piociiiis edabUsh (he propositkins cefensd 
to above. 

Let denote die net ci^td inflow into 
the coontiy, then i assume that 

■ KlI^ + s + ffi + ipf/jm - i*}J ..,(1) 

■ 0 if i + (j^/p^ < i* 

which means the following: if the sum of 
the eiqiected rate of cunency appreciation 
of a country and its interest rate equals the 
interest rate i* prevailing in the international 
market then the net inflow into the country 
grows at a rate a. If the former sum exceeds 
then the rate of inflow correspondingly 
exceeds a by a magnitude given by the 
hinciion f(.}. But if the former sum falls 
short of i* then the net inflow ceases 
altogether (there would in fact be outflows 
in such cases but throughout this paper we 
ignore negative values of F for simplicity). 

This however does not do justice to a 
commonly observed phenomenon, namely, 
the sudden collapses of confidence. These, 
it is often believed, are related to excessively 
high current account deficits or even fiscal 
deficits. I take account of this fact by 
postulating ihat^. 

F * 0 when (M,- X) /pr. p,. Y, £ (some)S 

...( 2 ) 

and P, a 0 when 0/Y,> (some) e ...(3) 

The first of these boundary conditions is 
self-ex|ganatoiy, while in the second I have 
put government expenditure rather than the 
fiscal deficit because I assume a given tax* 
GDP ratio. (The reason for one strong and 
one weak inequality is technical and would 
become clew; it need not detain us here.) 

The national income identity stated in real 
terms is: 

Y. - C, + I, + O. + (X. - Mp / p* ..(4) 
Fbr simplicity 1 assume that 
C. - c. Y, ...(5) 

and 

\ - g(i). ...(6) 

The Best of these is obvious (p* being the 
world price level) widle die second states 
that the levd of investment in any period 
equals the profits of the previous period 
times a fhe^ which is inversely related to 
the interest rate (g'< 0). Inckletittdly I use 
1 to denote total investment, of b^ the 
pidrik and the private sectors, and use O 
only for government current expmiditure. 

1 assuraethat the foreign extihaage market 
clears entirely throiigb changes in the 
exchange rate with no government 
i n terfe r ence whatsoever (the caae where the 
govemaent atabilkes the exchwige rale 
through vsriations hi dm level of teaerves 


in reserves are nh. ae thM 

F,-M,-X, / .'.4^ 

ddkit are dHw wfaieft 
itMUbeimipcMli 
For dm impeit { 

M.-b<Pi.p/g*).Y^g* , ^ 

wheretheteiminbiaclwtndamninpg^^ 
prufmnaitywhiohitaftninianeCljlgi^^ 
prices of dm domestic faodneMigMMd Id 
dm wotid iKioBs p* (which rernrewred » 
reinainundiaitgBdhiwhatiaBarehMareinM 
that theiaiimrtpHyaisi^bMeti^inmrhBii^ 
consisting at etseatisi hipnili,'; 
abroad, an aanunption ({dii^.erelieSlMl 
below. i 

Fdr the «qxMt performance en she Qtber 
hand I poshilate that 

X,» X^, [I + X (p;. p, / p*)I ..,0) 

which states that the nee of export growth 
depends upon the relation between dm 
donmsticandthe woridprioeKtlmeMKRiMde 
of world demand does not eMerlhepiGlHR 
because 1 detiberatdy waotteindai|dMere|r 
case by accepting the ottfaodDKilreaHinlan 
that the eachati^ rate is awnraMireing. 
importance for export p edfo ren ilg y, 

lassurnetiwtmotieyvnigeefdllweillti^^ 

a«giveo.tiiattlmpiridnctiemqfi|Bi^ 

output rsquitre acertain jdO'k^Batiiagnhmlk 

m of an imponed inpm fmr tinitef eidpA 
tiuu iabow coefftcierd per nett ef ew^ 
aconstoit I anddHtprictacithnmdoneremfc- 
up on theunit prime cost (ie,iiinstnm>diiaed 
capacity always exiitt),' in whiall cane 

p,» (w.l + m.p* / F,) (I + eg ...(10) 
where the symbols are self*«iplnBatw i y. 

Prom (9)itftdh>ws that weean denote dm 
level of profits in any petted by 

P,-Y, (11/(1 +*) (l-mp*/g{#^J .41k> 

There it, however, an obvteoa rrasstraiiit 
in the form of a lower bomte tipreitte mil 
wage rale.ie,. upon dm miteivecaRfigunlten 

of money wai^ and pttees. M.mtmmfy 
low real wage rate (vdiidi ean eonm ebout 
essentially through an extnamlly Ugh sate 
of inflation in terms of dm w i gati a ld 'te net 
only politically unsustateahle but magr sttil 
a wage<piice spiral with patentialty aortens 
destabilising effects upon the wiiwwiy and 
the ecoryuny. I assume that dm fowaraoMat. 
avoids so tiiat 

w^, hw ...(IJ) 

As regards the expected fppaseialtaB rrf 
the Mchange rate 1 assunsedretifaiaisalatfly 
anextrapolstionofthBecttijd aigtsilip^nef 
dm pievioiis pdtted; 

This canrefetes foe^HiaiteilteaiVliten 
i. on wboae dstenalaatiofti 


Xj^p.<gt^.LeavtegaiUcifeBiimqimBdes 
lieawiwr,WBheveoafy idequadeaswWch 
orew dNi fix a coraptete detennipaih^ 
dm inteai sl dmr dZjmwstheldaamequifiity 
or 0/y amst equal e. A ttedgaanretie 
- tepra a catadan of the det e n ai aatioB of dm 
aja gtepad wtetpii^hbiiuwiagiveniB Figaro 1. 

anr pwtteidw tavd of G/Y, aiaee I 
kfhlMtedmategteiieited. feomeqpi^^ 
(^•i^tfi)»aBd(10««cani)mw abemative 
.eoadguMtemi of jy end Y wWch enauro 
fooifo arorins etfiflibtteBL TUs wouM give 
ro a dowaomtdolopiag curve, sinoe a lower 
levd of F. i e, -a lower exchange rate, is 
associated, according to tnditionid theory 
which I do oMgueitioo in tbit respect, with 
’ a largw level of eggregate-demand. This is 
dm OD>co(ye inthe cUagrwa, which moves 
r^htwards as dm levd of G/Y is increased. 
The DD’-curveootresponds to the maximum 
level of Q/Y coosistent with positive net 
capital inflows (see (3) dtove). 

Ukewise in dm stegie period F is given, 
deterirdned by fMd chcoamtances afibeting 
catmaK exjpeoations. Iteaa (7), (g), (9), an^ 
(l(BoBecaBflnd 0 tealMmaiiro(xMibhiatteiiB 
effyandYalwhichdmroiafotaigBcxfihaiigB 
nwiteaetpiiHbriain. Now dda we awald be 
M devownrd'Slapii^ curve, fV in the 
b 0 GiitiB iiiy jB^vcni 

defied (cotmsfnndteg roe giifeni^can be 
eaaaadaidmcliy nhigh inooBm.widta tew 
amdmapaiatero a kmr inoonm whfa a li%h 
, wuphaap rate (sgain I do not rtaeiiten flm 
M(iQnipCioii.of the tntfiiifr|TBiftl ttieiify tint an 

dm 

cwient •faalairoe and an 
wonensit). 

Whde both dm PD and dm PF curves are 
doiw i wardwiap ing .timletterwoiddbeflaaef 
dwBdmfocine r fi iw tibviOHa ie aw a . H a nri y 
th at Bd mr w i sedmatogto-pedodeqidBfarinm 
weaU be unstabie. So if we bdieve due 
dmro it e atable ategteimriad eqptiiibrium 
timn We must accept the fact of the PF-curve 
oKdng.tim DP-curve ffom dm left.* 

in adfitten to dmae two curves amroover 
chew would be a ddrd curve, wWch would 
be a Imsteoaite ateaiilitlfam because of (10), 
the WW-Bae in the diegs^am, which 
cacpai g u a ds to die iaflatimaty banter, 
wbefiwd ti stei a tei p i e i B dteleaaRobiiison's 
•ease [fcobinson 1937) or as a poHtical 
tefhNteeaiy banter.* 

Now tf dm tatersecdoo of dm nt-curve 
whh dm 01>'>«onw occun above dm WW* 
ihm, dma thn temraection repreaerus dm 
potet of stegte-period equilibrtem. On dm 
odnr bend tf iWs talersectten occurs bdow 
dm WdMine, than where the FP*liim 'eom 
dm WW«lhm itself wrndd be dm petal r^ 
ki this cam fdMEBawii 
twiwidliiiwi wodM be ten than ta dm 

.xaMiisidifdMSte tevoL 1 Ik'wro^ 

iClheEflMto 
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Steady growth>rate 

growth- 

nte 


through the same point of intersection 
(between WW and FF). This is exactly what 
was meant earlier by the remark that 
equilibrium in the system requires that either 
one of the inequalities, w/p ^ w and G/Y 
^ e, must hold as an equality. Single-penod 
equilibrium in other words must occureither 
on the WW-line or the DD'-line. 

m 

Our concern however is not with single¬ 
period equilibrium as such but with the 
growth p^ormance of the system, and this 
I examine in the current section. 

Over tinie^ as long as net capital inflow 
is incieasing. the FF-line (Figure 1) would 
be shifting outwards, and similarly if 
investment is also growing the D'D’-line 
would be shifting outwards. Examining the 
economy's growth performance basically 
amounts to an examination of how the 
sequence of single-period equilibria, given 
by the points of intersection as discussed 
above, would be moving through time. 

This system is capable of stetfiy growth, 
and the path is characterised as foUows: 
along any such path the exchange rate must 
remain constant fttr any given interest ime 
therfoie there would be a certain rate of 
growth of net capital inflow. If the export 
gn>wth rate has to equal this then theie woidd 


have to be a psftioiilar exohinge rate^ 
However, with this exchange rate (which 
influences the level of capacity utilisation 
and hence thecapttal-<)titputrado)aBn^ 
rate (which influences the investment-output 
ratio via the interest-sensitivity of the 
investment function) there would be a certain 
growth rate of output which need not equal 
the growth rate in net capital inflows. The 
steady-state interest rate and the steady-state 
exchange rate would be those at which the 
giowth-rateof net capital inflow, the growth- 
rate of exports and the growth-rate of output 
would all be equal. 1 assume that the govern¬ 
ment which docs not want instability in the 
economy actually fixes this paiticular interest 
rate. (This is how the interest rate which until 
now was taken as given gets determined.) 

It is obvious thgt the rate of steady growth 
along this path is determined inter alia by 
the propensity of the international financiers 
to bring in foreign capital into the economy, 
which corroborates the first half of our 
asssertion about open economy macro¬ 
economics with capita] mobility. But, what 
is more, this steady-growth path has no 
stability property associated with it. On the 
contrary 1 wish to argue in what follows that 
this pa^ is both locally as well as globally 
unstable. True, if the economy happens to 
get perched on the steady-growth path, then 
it would continue along this path, unless 
knocked off it for some extraneous or chance 
reasons. But starting from any arbitrary initial 
conditions it would not converge to the 
steady-growth path; and, what is more, if, 
having been on the steady-growth path, it 
happens to get knocked off this path, it will 
not come back to it. In other words, the 
actual economic performance^would be 
different from, and. as we shall see below, 
much worse than even the steady-growth 
path determined by the whims of international 
financiers. 

Let us, to start with, assume that the 
economy has been on the steady-growth 
path, and suppose, for some reason, suddenly 
there is a transient increase in the net capital 
inflow into the economy in some particular 
period. For that period the PF-curve would 
shift outwards, and, as a result, income will 
be less than would have been otherwise and 
the exchange rate will be higher than would 
have been otherwise. This higher exchange 
rate would induce expectations of a further 
appreciation bringing in still larger (than 
would have been the case otherwise) capital 
inflows in the next period; on the other hand, 
the lower output in the initial period off the 
Steady-State path would reduce profits and 
hence subsequent investment, and hence 
further reduce the economy's growth rate 
below the steady-growth path. The economy, 
in short, once knocked off the steady-growth 
path through higher capital inflows, would 
experience a cumulative decline in the 
growth-rate and a cumulative apprectarion 
in the exchange rate. 


steady-growdi path end afamg a path of 
decli^ng output growth and appreciating 
exchange rate woi^ come to an abrupt end 
when the economy comes up against the 
ceiling of current account deficit relative to 
national income (see (2) above). When that 
happens then F falls to xero and, since the 
economy gets pushed against the WW-line, 
government expenditure is heavily curtailed. 
Now after some time the very stability of 
the exchange rate on the WW-ltoe would 
‘ induce capital inflows once again, but even 
if this raises government expenditure, the 
lags in the pick-up of investment may well 
lead to an increase in exchange rate and start 
the exchange rate appreciation-output 
contraction story all over again long before 
the economy has got back to the steady- 
growth rate. In other words, once the 
economy is knocked off the steady-growth 
path it may continue to experience fluctuating 
growth rates which are well below the steady- 
growth rate (See Figure 2). The actual growth 
rate of such an economy which is trapped 
in the speculative whirlpool of international 
finance would then turn out to be meagre 
on average and highly unstable around this 
meagre average. When capital inflow is large, 
growth would remain low on account of the 
deindustrialisation of the economy arising 
from an appreciated exchange rate; when 
capital inflow is low growth would remain 
low because of the deflation of the economy 
in order to ensure that the economy does not 
cross the inflationary barrier. And, if in all 
seasons, there is a constraint of this genre 
upon the growth rate in such an economy, 
then it is hardly surprising that the average 
growth rate would remain meagre. 
Globalisation in the era of financial mobility 
dooms economies like ours therfore to a 
perennial state of low growth which is the 
precise opposite of what the celebrators of 
globalisation claim. The need for planning 
arises in this very context. 

IV 

If the economy is to achieve growth rates 
which would make a perceptible difference 
to the living standards of the population, not 
to mention a degree of economic stability 
and growing expenditures on the improve¬ 
ment of the qudity of life, it has to avoid 
getting caught in this syndrome which is 
analysed above; and that essentiAy means 
that it cannot be 'marltet-friendly' in any 
relevant sense. At the very least it has to 
control the inflows and outflows of capital; 
and since one kind of control would have 
to be backed up by other kinds as a logical 
necessity,^ it has to opt for a regime of 
conscious state intervention. The outlines of 
this regime would not necessarily resemble 
any of die different versions of pbttUMd 
regimes which we have had till now. But 
any ocNudous intervention by the^tate (not 
necessarily a centralised state) to achieve 
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active presupposes a plan. 

The for planning, therefore, is self- 
evident While 1 need not go into what a 
plan-ieginie in an economy like ours ought 
to look like because that wopid have to 
evolve through trial andorror, I believe that 
one can be a little more explicit on the 
question of what the ptan*strategy in an 
economy like ours ought to look like. Since 
the stimulus provided by exports of 
manufactured goods arising from the inflow 
*pf DPI for locating enterprises in our 
economies for sale in the global market is 
likely to remain minuscule, and since ex^rt- 
led growth on the basis of our own effort 
is unlikely to be large enough in the sphere 
of manufacturing to make any difference to 
pressing problems such as unemployment 
and poverty, there is no escape from the need 
to develop the agricultural sector as the 
lynchpin of a planned strategy whereby 
agricultural growth brings forth an expansion 
of the home market and stimulates industrial 
growth." But the agncultural growth that 
Can act as such a leading element would 
necessarily have to be much more egalitarian 
and broad-based than anything we have seen 
so far in the country. 

What is required in other words is land 
leforms, provision of credit to a much broader 
segment of the peasantry, provision of larger 
social overheads, substantial investment in 
the rural infrastructure, and the provision of 
literacy and health facilities in the .rural 
areas. These, however, have to be dovetailed 
with employment generation schemes, which 
can be used for rural capital formation, and, 
as a complement to them, a public distribution 
system with comprehensive geographical 
coverage. Since the operation of any such 
schemes requires local-level planning, a 
degree of decentralisation of decision-making 
and of resources to elected local bodies is 
essential. And finally, since aqy major thrust 
in enlarging the rural infrastructure, where, 
if anything, the decade of the 1980s has seen 
a retrogression (irrigation being a prime 
example where real gross fixed capital 
formation under the aegis of the state fell 
through the decade), would require Resource 
mobilisation on a large scale, an increase in 
direct tax revenue through an enlargement 
both of the base as well as of the rates on 
higher slabs appears inescapable. 

lnshort,asopposedtothe *market-friendly' 
policies of reducing tax-collections from 
rich (often justified by invoking the Laffer 
curvejand inviting private, especially foreign, 
investment, i e, policies of redirecting 
resources as well as responsibilities away 
from the state to the private sector, what is 
necessary is a re-emphasis of the role of the 
state, and a re-emphasis of the need for larger 
resource mobilisation by it, though within 
m aber^d plan straugy which focus 
to the rural poor, Omter accountability 
must of course be enforced upon the state. 


but tiie dumociutic means of adUmdng iliia 
is tiifough increased vigilance as wdl as 
social power of the workers and peasants 
which constitute both the condition and the 
Qonsequenceofan altered plan strategy. There 
is no escape from it because aswenaveseen 
the redirection of resources and respon¬ 
sibilities away from the state to the private 
sector typically leads to a situation where 
the private sector (including multinatio^ 
finance capital) appropriates the resour^ 
all right but does not carry out the respon- 
' sibility of enlarging the productive forces. 


The real question, however, lies elsewhm. 
Even if planning may be absolutely essential 
if economies such as ours have to make any 
headway, is it really feasible in today's 
context? The very internationalisation of 
finance which, 1 have argued, strangulates 
the growth-process under 'market-friendly' 
regimes, also brings forth these 'market- 
friendly' regimes by subverting the basis of 
planning through an undermining of the 
nation-state. Planning, or indeed any form 
of purposive state intervention, presuppose 
a 'control area' over which the writ of the 
state can in principle run. And if capital is 
highly mobile across countries, then it is 
difficult to visualise such a 'control area*. 
It is not just the foreign financiers who put 
pressure for the institutionalisation of regimes 
ensuring free capital mobility, but even the 
domestic bourgeoisie; and even when such 
regimes are not formally in place clandestine 
capital flight is often resoited to owing to 
lack of 'confidence' in the domestic economy 
which enforces the de jure institutionalisation 
of de facto capital mobility. If such is the state 
ofaffairs in thecontemporary world, then where, 
it may be asked, is the scope for plahning? 

This question in my view consists of two 
parts: first, can a political alliance of socikl 
^rces having a decisive weight be cobbled 
together in a society Ike ours which can back 
an alternative economic strategy with 
substantial commitment? And secondly, if 
such an alliance is cobbled together, can it 
at all withstand the very powerful pressorea 
unleashed by the internationalisation of 
finance in the direction of undermining any 
purposive national-level praxis for develop¬ 
ment? Of course, the two parts of the question 
are related, nonetheless for analytical 
convenience I shall treat them separately. 

As regards the .second pan, I believe that 
re long as a 'non-market-friendiy' regime 
is sufficiently successful in terms of expons 
and growth, it can resist capital flight and 
withstand the pressures of the inter¬ 
nationalisation of finance. In other words, 
the kind of considerations which operate in 
the determination of capital mobility in the" 
case of a 'market-friendly* regime (con¬ 
siderations enshrined in the assumptions of 
our model above), are not necessarily the 
same as would operate in the case of an 


dteiiiative regime, ie, the factors pion^^ ' 
'confidence' in the twocases arenot identical. 
And since 'conspiracy theories', while they . 
should not be dismissed, do not constitute 
the whole truth, it follows that if a 'non¬ 
market-friendly* regime manages its affairs 
successfully; it can prevent getting 
subverted.^ As regards the first part of the 
question, namely, the possibility of forming 
an alternative political base for planning, 
that of course is a matter of political praxis*. 

Notes 

[This paper was presented at Seminar at 
Shantiniketan in memory of the late A K Dasgupta 
in Feburary 1995.] 

1 Dobb (1960a); see also Dobb (t960b). 

2 See, for instance, Sargent (1987). 

3 The argument which follows is developed in 
Patnaik (1991).' 

4 The reasons for this are discussed in greater 
deuiil in Patnaik (1995). 

5 The condition for this moreover is not 
particularly stnngent. It nierefy states chat the 
import propensity of the economy must be less 
than its savings propensity, or. more precisely. 

(1 -c-g)p*>u for the relevant range of |i, where 
g denotes the ratio of government expenditure 
to Y and \i denotes the ratio of imports in 
foreign exchange to Y. 

6 The concept of a political inflationary barrier 
in economies like ours has been discussed in 
Patnaik (1988). 

7 For instance if the economy eschews the 
pressure to have a convertible currency and 
imposes controls on the short-term inflow of 
funds, then it would perforce have to have 
some degree of trade control 

8 Nicholas Kaldor (1978) while recognising the 
importance of export-led growth emphasised 
that the exports would have to be from the 
manufactunng to the agricultural sector, at any 
rate as for as the manufacturing sector of the 
world IS concerned. 

9 I develop this argument at greater length in 
Patnaik (1994). 

References 

Dobb, M H (1960a). Soviet Eco/umc Develop¬ 
ment since 1917, RKP, Lohdon (5di edition). 

- (1960b): An Essay tm Economic Grpwth and 

Planning. RKP, London. 

Fleming. J M (I%2):' Domestic Finaricial Policies 
under Fixed and under Ploating Exchange 
Rates'. IMF Staff Papers, Vol 9, No 3. 
Kaldor. N (1978): Further Essays on Economic 
Theory, Duckworth. ^London 
Lange, O (1938): On the Economic Theory of 
Socialism. University of Minnesota Press. 
Minneapolis. 

Mundell, R A (1962): The Appropriate Use of 
Monetary and Fiscal Policy for Internal and 
External Stability'. IMF Staff Papers, Vol 9. 
Patnaik. P (1988); Tim^nflatwn and Growth, 
Orient Longmans. CUcuua- 

- (1991): Eamamtes and Egalitarianism, OUP, 

Delhi. 

- (1994): inteniational CapiUd and National 

Econpmic Policy', Ectmomic and PoUticai 
Weekly, Mareh 19. I 

- (1995); 'Investnient and Growth in a Liberalised 

Economy’, forthcoming in Capitalism f/md 
Development: Selected Essays,in\%ksL^ Delhi. 
Robinson, J (L937): Essays in the Theory cf 
, Employment, Macmillan, Loadofi. 

Sargent, T J (1987): Mm roeconomic T^ory, 
Academic Press, London (Ind edition). 


BecMwnitt md Miticsl Weakly May 6*13.199S 


997 






Pennar Group 

Aluminium Steel RnoncialServicet Profiles Electionlct Chemicals Softwore Surging ahead into the future and 
building up a nOtionol presence is the Pennar Group The Group s entrepreneurial skills and commitment te 
progress Is further strengthened by the technological and marketing expertise of leading global partners 
The turnover Is poised to reach R$ 500 crores by 1996-97 vt.ith the 
operotionaltsatlon of dll on-going protects 

Pennar Aluminium Company 

A Rs 174 crore modem Aluminium Products protect m technical 
collaboration with world-leader Pechiney of France and 
nroifcetlno tie-up wltfi Metollgesellschatt of Germany both 
Fortune 500 companies In order to service gtobal markets 
PALCO hoi set up a Joint Venture Compony at Hong Kong wHh 
MOrSE Produkthondel GmbH Germany (Jointly owned by 
MetoHgeseHschaft AG ond Dolmler Benz Inteiseivice AG) 

Pennar Steels 

Stale-ot-the-art Cold Rolled Steel complex manufacturing sophi 
' I stcoted import-substitute steel products 

• rni^sirSufttuInS ■ Paterson Securities 

* -- -- _ Anmtegratedfinonclals^ltvicescompony specialising In leasing 

• ipmiNJiir merchont banking foreign exchange and money morket 

Thomas Ik totle Corpofollon, U JlA. operations 

Pennar Profiles 

The Aluminium Extruded Profiles manufactured at Its modem plant 
neor Hyderabad are extensively uied jp the traniportation elec 
tronics aeionoutlcal textile and hpme products industry 

Thomas S Betts Pennor 

A Joint Nature with Ttx)mQ$&Betts, a US Forfurre 500 Company 
JUlgHs introduces to the Indlcmrrxirfcet modem electronic inter<:orai^ 

tton components and systems 

Pennar Chemicals 

fMStltlflf* Rep n m rttng ELF the French peholeum gkmt for the sale of 

ChHcoft ^^oiChrirLiiBeaumDer vchI o us Aiel/oil oddltlves in IndlOt 

Hyderattbet SOOoS^ Peimar info>Tech 

Tel. Set up at the Sottwan Terminology Fkok at Hyderabad, under- 

fdx. 8^1 lilt. OI2S»3640 toMlXlCoiTXXiterSoriwcmexprx^ 


Pennar 

vnncoTi <9cm90fii» 

HyderobOet 800016 
ret,811276/84899i^l48B91 
Fqk. 8^1 lilt. 012^3640 
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Gwimimait and liramsnationals 

New Economic Policies since 1991^ 

Sudip Chaudhuri 

\ 

T^iif paper focuses on the direct investment activities of TNCs in the manufacturing sector in India in the context 
of the new economic policies. The official policies on foreign direct investment since 1991 are discussed and their 
mplications are analysed, especially the response of TNCs and the impact on indigenous firms. The author attempts 
to probe whether TNCs are responding to the new economic policies by investing primarily for the export market or 
far the domestic market and examines the future prospects for export^oriented foreign investment. 


AMAlORobjectiveoftheecofioinicrrf^ 
progranme initiated in India in 1991 is to 
make die country more attractive to the 
traninational corporations (TNCs) and 
induce them to invest more in India. A basic 
prcmiae of the new economic policy is that 
a larger inflow of foreign direct investment 
(FDI) is perse good for the country. In this 
paper we will be concerned primarily with 
the question whether unregulated entry and 
expansion of TNCs is beneficial for the 
country. 

There is a basic contradiction between the 
interests of the TNCs and those of the host 
developing countries. For a particular country 
it is important to see, e g, that domestic 
production and'empioyrnem increase, 
surpluses arc invested in the country for 
higher growth, expons are sufficient to 
finance the foreign exchange needs, etc. But 
TNCs operate in different countries with the 
objectiveof global profit maximisation. They 
are as such not concerned about how their 
activities in a particular country affect that 
country. Depending on their global strategy, 
the TNCs may import final goods into the 
country rather than produce them there; while 
producing goods for the domestic market, 
they may use imported materials, components 
and capital goods rather than using or 
encouraging local sources; they may produce 
for the domestic market only and prevent 
exports; even when they start producing for 
exports in a particular country, they may 
later relocate production elsewhere; they 
may repatriate the profits and use these for 
investments in other countries. 

These are not mere theoretical possibilities. 
Consider India's experience with TNCs 
during the 1960s and the early 1970$ when 
they were much less regulated compared to 
the late 1970s and the 1980s. As Table 1 
shows, they produced in India primarily for 
the domestic maiicet. The subsidiaries of the 
TNCs in India (i e, the companies in which 
they own more than 50 percent of the equity) 
exported only 4.8 per cent of their output 
during 1960-73. The foreign exchange 
contribution of the TNCs too was miserable. 
Tte net foreign exchange earnings of the 
sdMidiarieB amounted to-11 per cent of the 


value of production during (he same period 
(Table 1). 

The zone of operation and the base of 
the indigenous enterprises of the developing 
countries however, is typically theircountry 
of origin. Some Indian business groups are 
known to have manipulated foreign 
exchange transactions and siphoned off 
funds abroad (Chandra 1994]. Bui in 
general, compared to the TNCs. the 
indigenous enterprises are more inter-linked 
and involved with their economy. Thus the 
retained profits would usually be invested 
in the same country. They may not nece.ssarily 
export. Again they may prefer imported 
goods, c g, if these arc cheaper But otherwise 
they do not have the type of motivation 
which TNCs have to prefer i mports or prevent 
exports as a part of their objective of global 
profit maximisation. Hence n is important 
to regulate the TNCs and promote indigenous 
enterpnscs. 

It is not a matter of coincidence that the 
economically more successful developing 
countries, e g. South Korea and Taiwan 
. (UNCTAD 1994] or developed countries, c 
g, Japan and Germany [Bailey ct al 1994] 
did n« give a free rein to the TNCs . 

The basic components of the foreign 
investmentjpolicy followed by South Korea, 
eg, during the formative years of her 
industriali.sation (1960s and 1970s) were: (i) 
to promote foreign investment in export- 
oriented activities, (li) to simultaneously 
develop independent channels of exports, 
(iii) to strictly regulate foreign investment 
for the domestic market by preventing the 
entry of TNCs in areas where Korean 
enterprises are present and by insisting on 
local content requirements, etc, (iv) to 
encourage foreign loans rather than foreign 
direct investment; joint ventures rather than 
100 per cent subsidiaries and direct 
technology imports rather than through the 
INCs and (v) to have a strategic programme 
to promote indigenous technology and 
enterprise by regulating the TNCs and 
encouraging indigenous efforts (Mason et 
al 1980:477-78; Amsden 1989:76; Haggard 
and Moon 1983; Luedde-Neurath 1984; 
Eagchi 1987]. 


The electronics sector in South Korea 
provides a good example of such a strategic 
intervention on the part of the government. 
Initially the activities in the electronics 
sector were primarily restricted to 
assembling of black and while TVs. In the 
late 1970s, as a part of her Fourth Five-Year 
Plan (J 977-81), a coascious attempt was 
made to develop the sector beyond 
assembling. Several items, c g. semi¬ 
conductors, computers, etc. were selected 
for import substitution and export promotion. 
Among the steps taken by the government 
were: establishing a research institute for 
import of technology and further 
development; protccung thcdomcstic market 
against imports and restricting the entry of 
TNCs (Amsden 1989:81-83], 

Thus South Korea did not provide 
unre.stricted entry and freedom to the TNCs 
Their operations w^crc consciously regulated 
to mini mise the negative features and induce/ 
foicc them to contribute to the growth ol the 
economy. The assessment of the policy 
planners of South Korea appears to have 
been that the TNCs can contribute by 
providing (i) technology and (ii) market 
access for exports. The strategy was to 
regulate the TNCs to ensure such contri bution 
while simultaneously developing Korean 
technology and enterprise 
The role of foreign investments in the 
rapid growth of high technology exports 
from Malay.sia has received wide publicity. 
It is true that Malaysia actively sought such 
investments and provided foreign firms the 
necessary facilities. But what is less 
emphasised is that Malaysia simultaneously 
pursued an active domestic industrial policy 
for certain industries and promoted 
Malaysian enterprises in certain activities. 
The government imposed several equity 
sharing and other conditions for TNC 
investments in non-expon oriented sectors 
[UNCTAD 1994:72-74]. Similarly China, 
which attracted massive amounts of FDI in 
recent years, imposed hardly any restrictions 
on export-oriented investments. But for 
domestic market oriented FDI, she followed 
a casc-by-case approach keeping in mind the 
impact on domestic capability, the 
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implications for the balance of payments 
situation, etc, [Chandra 1995]. 

Among the developed countries too we 
observe that the economically more 
successful countries, e g, Japan and Germany 
pursue their own interests and regulate the 
activities of the foreign firms accordingly. 
The specific role of foreign investment and 
technology has been different in these 
countries. But the similarity we find is that 
neither of them passi vely relied on the foreign 
firms for economic growth. Japan * s industrial 
policy which among other things regulated 
the inflow of foreign investment and 
technology and promoted Japanese enterpri se 
is well known [Komiya ct al 1988]. in recent 
years Japan has liberalised her control over 
foreign investments. But this has not been 
done indiscriminately. As a review of the 
recent Japanese policy has found, the 
government continues to be concerned about 
the dangers of incoming western TNCs. 
They have opened their investment doors 
only when they tell ready. Care is taken to 
ensure that the Japanese enterprises in the 
liberalised sectors are strong enough to 
compete with the foreign firms [Bailey ct al 
1994]. The German policy towards foreign 
investment has been much more liberal. But 
even there, the same study found that the 
, German firms have been favoured by the 
government through discriminatory policies 
to ensure that they sur\'ivc and develop in 
competition with ihc foreign firms. 

In this paper we will focus on the direct 
investment activities of the TNCs in the 
manufacturing sector in India in the light of 
the new economic policy. Wc will not discuss 
portfolio investment. We will also not discus^ 
here the purely import trade activities. TNCs 
desiring to exploit the markets in other 
countries often had to undertake direct 
investments to skip the tariff walls. But India 
has now started reducing the import trade 
restrictions. With .such liberalisation, it may 
be increasingly possible for the TNCs to 
cater to the Indian market through imports 
rather than through local production. We 
will not explore this important aspect of the 
operations of the TNCs here. 

In Section 11 of the paper, we will discuss 
the official policies on FDI particularly since 
1991. In Section III we will analyse the 
implications of these policies for the 
operations of the TNCs. We concentrate on 
die manulacturing sector and try to find out 
in Section IV the response of the TNCs, Our 
primary interest here is to examine the impact 
on the indigenous firms and to probe whether 
the TNCs arc responding to the new economic 
policies by investing primarily for the export 
market or for the domestic market. In Section 
V wc will try to analyse the future prospects 
of exportH^riented investments. In the last 
section we will summarise our discussion 
and comment on the need for regulating the 
TNCs, 


The distinctiem between production for 
the domestic maitet and* production for 
exports is important. TNCs can contribute 
even when they are producing for the 
domestic market, eg, by substituting essential 
imports and producing these in the host 
country. But the savings may be much less 
than what is otherwise possible: as we have 
already mentioned, TNCs may prefer 
imported materials and capital goods even 
when these are locally available, they may 
overprice such imports, they may also be 
engaged in producing non-essential goods, 
the entire foreign exchange outflow on 
account of which may be considered as 
unnecessary, etc. If one also considers such 
avoidable foreign exchange leakage, then 
the net savings can indeed be negative. In 
order to ensure that it is not so, the operations 
of the TNCs need to be monitored closely 


and corrective action taken. In the case of 
a 100 per cent export unit, however, 
depending on the value added, the net foreign 
exchange earning is ^ways positive. No 
further regulation is required. This is 
independent of whether the TNCs prefer 
imports, overprice imports, produce non- 
essential goods, etc. 

n 

Foreign Direct Investment Policy 

The Industrial Policy Resolution issued 
in 1948 soon after India's independence, 
spoke of regulating foreign capital in the 
national interest. But during the 1950s and 
the 1960s. there was practically no separate 
regulation specifically for foreign capital. 
As a matter of principle, the existing TNCs 
in India were not discriminated against 


Tabi^e : Foreign Exchange Contribution of TNCs in India 

(In Rs lakhs and per cent) 


Year 

Value of 
Producuon 
(VOP) 

Exports 

Net Foreign 
Exchange 
Earnings (NFEE) 

Export os 

Per Cent of 
VOP 

NFEE as 
Per cent of 
VOP 

Subsidiaries of TNCs 





1960-61 

38130 

2540 

-8590 

67 

-22.5 

1961-62 

43350 

2980 

-8258 

6.9 

-19.0 

1962-63 

48290 

2960 

-8463 

6.1 

-17.5 

1963-64 

55030 

2980 

-8682 

5 4 

-15 8 

1964-65 " 

65800 

3030 

•10437 

4.6 

-15.9 

1965-66 

73180 

3430 

-8807 

47 

-12 0 

1966-67 

85730 

4310 

-11085 

5.0 

-12 9 

1967-68 

95220 

4660 

-12091 

49 

■ 127 

1968-69 

103980 

4230 

-11789 

4 1 

-II.3 

1969-70 

118160 

5120 

-10890 

4,3 

-9 2 

1970-71 

140360 

6210 

-10212 

4.4 

-7.3 

1971-72 

161080 

6950 

-11967 

4.3 

-7.4 

1972-73 

170090 

8140 

-l(K)34 

4.8 

-5.9 

1960-73* 

92185 

4426 

-10100 

4.8 

-II 0 

Foreign Controlled Rupee Companies 




1975-76 

364491 

20621 

-1712 

5 7 

-0 5 

1979-80 

562671 

30334 

-14316 

5 4 

--2.5 

1980-81 

. 659304 

35556 

-1.57.59 

5 4 

-2 4 

1982-83 

584684 

35266 

9168 

6 0 

-1.6 

1983-84 

614698 

35392 

-7973 

5 8 

-1 .3 

1984-85 

I0I3542 

64581 

-.5553 

6.4 

-0 5 

1985-86 

1198382 

75125 

-7466 

6.3 

-0.8 

1986-87 

1342042 

79206 

-28954 

5.9 

-2.2 

1987-88 

15112.38 

86434 

-32755 

5.7 

-2.2 

1988-89 

1760884 

116586 

-31655 

66 

-1.8 

1975-89** 

961194 

57910 

-15531 

6.0 

-1.6 


Notes: (I) • Annual average for the period 1960-61 to 1972-73; (2) Annual average for the 

years 1975-76, 1979-80. 1980-8! and 1982-83 to 1988-89; (3) NFEE is defined a.s 
(exports) - (imports + dividend remittances + interest remittance,s + royalties and other 
technical and professional fees paid in foreign exchange). (4) Absolute figures for 
FCRCs arc not comparable since the number of companies studied by RBI in different 
years arc not the same. 

Sources- The data for the subsidiaries of TNCs (i c, companies in which TNCs own more than 
50 per cent of equity) have been obtained from the RBI surveys on foreign collaboration 
(RBI 1968; RBI 1974 and RBI 1985]. These surveys provide data for 1977-78 to 
1980-81 also. But under FERA. 1973 a large number of companies in India diluted the 
foreign equity and ceased to be subsidiaries. Hence for the later period wc have relied on 
data obtained from RBI studies on the finances of FCRCs, i c, companies in which TNCs 
own equity of 25 per cent or more [RBI 1984; RBI 1988; RBI 1991; RBI 1992 (a) and 
1992(b)]. FCRCs arc a better sample than the subsidiaries. But data on net foreign 
exchange earnings are not available from the studies on FCRCs for the period before 
1975-76. 
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similar Indian companies Similarly the 
attitude towards new foreign capital was 
also very liberal In the early 1950s some 
official declarations, e g, the First Five- 
Year Plan convey the impression that the 
idea was to restrict foreign capil.J to areas 
where indigenous technology and enterprise 
are not available But partic ularly alter the 
1957 foreign exchange crisis, the 
govei nment in many cases preferred foreign 
capital which would bring in foreign 
exchange in the form of equity investment 
fKidron 1965 ILPIC 1969] 

As noted above TNCs which came to 
India primarily tor the domestic market 
1 hey were allowed to participate and grow 
in low technology areas e g biscuits 
tobacco shoes chocolates cosmetRs 
toothpastes etc [ILPIC 1969 C handia 
1994) They wore not prevented fiom 
opcriting in aicas where indigenous 
enieiprises dernonstralcd their capability 
Fhcic was h irdly any scpaiate polit v to see 
that the TNCs use/dcNclop dome an 
sources lor intermediate goods and 
components and hence reduce imports 
Neither was there an> obligation to increase 
their exports 

During the 197()sandthc 198(K India s 
policies towards foreign capital started 
leflecting a loncern for selectivity The 
government continued with the polu los ot 
not pieventiiig the FNC s Irom entering and 
expanding in areas where indigenous 
enterprises arc capable of delivcnng the 
goods But the government tried to confine 
the ictivitics of the 1 N( s to seleclod areas 
ind to enhance their contribution to India s 
balanc e of payments position New foreign 
capital had to be justified having regard to 
laclors such as priority ol induslnes level 
o( technology and the degree ol exports 
Similarly existingTNC s undci f I RA were 
required to reduce foreign equilv to 40 pci 
cent or below or to restrict their atlivines 
to specified industries or to export oi icnicd 
areas The govci nment also started insisting 
on backward linkages in the economy 
through the phased manufacturing 
programme [Govcrnmuit of India 1975 
Government of India 1979 Government of 
India 1988] The new economic policies 
since 1991 have Srastically changed the 
policy environment for the TNCs 

Ntw FoRt KiN Dirkt Jnvi simi m 

The provisions on foreign invcstnieni 
under the Statement on Indusinal Policy 
issued in July 1991 primarily deal with 
new FDI The government has decided to 
grant automatic approval to TNCs with 51 
f)er cent foreign equity if they participate 
in the Appendix industries subject to the 
condition that the imports of capital goods 
would be financed through foreign equity 
and the dividends would be repatriated out 


of export earnings In June 1992 however 
the government withdrew this rcstnclion 
on dividends the foreign companies weic 
no longer required to generate exports to 
justify dividends except in 22 products in 
the consumer goods scctoi e g food 
products, motor cars, while goods, 
consumer electronics etc (The Etonomu 
limes (El), Calcutta June 20, 1992 11 
June 27 1992) It has been reported that 
the government propiiscs to drop the other 
restriction on the financing ol import of 
capital goods as well (Ihiuness Standard 
(8S) Calcutta January 11 1994) The 

Appendix industries curjcntly comprise 
products classified under <4 broad industry 
groups eg metallurgical industries, elec 
irical equipment, transportation ceramics 
cement products vk Tin list has been 
expanded Most bisit drugs and 
lormulaticms It is e ai bcv.n brought under 
the automatic appn v il polity for 5| per 
cent foreign cquU> holding In mining 
u xcepi atomic muu lai uiJ mineral fuels) 
too foieign cquitv up to per cent will 
be aulomaiically approved [Government 
ol India 1995 5] 

Fradingc ompanicspiimarilv engaged in 
export acliviMes will also be permitted to 

have foreign equity up lo 51 pcrieni Other 

foreign investrTRni proposals would 
coniiniie to requirt prior permission of ihr 
govcinmeni I he system of phased manii 
factunng piogramroi to it place imported 
materials and t omponenis ihi ough domestic 
pioduclion has bti p abtilishcd In another 
significant efeparturt Ircmi ihc past the 
government dec» IcJ to dlow the use of 
foreign hi and namv. trade mark on goods 
lor sale also wnlup the coutUrv 
ICiovcrn^menl oi India I99rtb) 97| 11 
loreign investors decide lodisinvest sfiarcs 
then they no longer arc required to do so 
at Reserve Bank of India (RBI) determined 
prices Since September 1992 they arc 
permuted to repatriate the proceeds of 
disinvestment at share marJect puces 
[Government of India 199^(j) )09| 

fhc government also announced the 
setting up ot a high level board to negotiate 
with large TNCs md fRthlatc rhcir 
invesimeiils in the country The board was 
empoweied to take decisions free from 
predetermined pinmtters or procedures 
(Sraumtni on inJu\iftal Polu\ 1991 p 
J7) At a press t onft rente held soc n after 
the announcement ot the industrial policy, 
the finance minister elaborated on the new 
policy It was declared that foreign equity 
of 100 per cent vmII be allowed if the entire 
production is m'ani lor exports Foreign 
equity of more han 51 per cent but less 
than 100 pe» cent would also be considered 
on a case by case basis in selected areas 
involving laiesi technology even if they are 
outside Appendix \ industnes(/?S, July 27 
1991, financial Express, (FE) New Delhi 


July 27, 1991) Within a few months the 
policy was further liberalised Addressing 
industnahsts economists and political 
leaders from all over the world at the World 
Economic Forum at Davos m Switzerland 
in February 1992 the prime minister 
announced that even 100 per cent foreign 
equity would be permitted in key industries 
on the mcnl of the case {The Hindusihan 
Tunes (Hf) NewDelhi.Fehruaiy 4 1992) 
In another major reversal of the old policy, 
government has tin own open to foreign 
investois three crucial sectors viz, power, 
oil and lelec omnuimcations As a part of 
the economic rt lorm^ process initiated in 
1991 the goveniment has allowed the TNCs 
to rnanulactureand supply larger electronic 
exchanges of 10 000 lines and above The 
government is also toying with the idea of 
permuting the TNCs to supply smaller 
exchanges {17 August 24, 1994) The 
\alue added services e g cellular mobile 
telephone radio paging etc have been 
op< nedupin 1992 to private firms including 
those with foreign equity The new telecom 
policy announced in May 1994 has 
permuted the entry of private foreign 
companies in basic telephone services also 
{11 May 14 1994) The inlernaiionai oil 
companies winch were ousted two decades 
back arc now being induced to participate 
in the entire hydrocarbon sec tor comprising 
exploration produclion of crude oil, 
refining and marketing Similarly the 
toieign tn\ esiors arc welcome to participate 
mall type sot powerplanis - thermal,hydcl, 
ga^ based solar wind, etc October 
M) 1991 r/, July 4 1992 Fw Eastern 
Economic Rexuvi (FtER), Hongkong 
Nov ember 26 1992 supplement | To attract 
F Dl the central government has assured 
foreign power I ompames eg Enron of US 
a minimum (16 pei cent) rate of return on 
equity and has decided to extend counter 
guarantees for State Electric uy Boards 
payment obligation to them (Government 
of India 1995 141] As mentioned earlier 
in this paper wc will conccnlraic on the 
manufacturing sector 

After dithering lor a long time, India has 
finally decided to join the Multilateral 
Investment Guarantee Agency Protocol 
[Government ol India 1993(a) 109] This 
protects the foreign investors fioni non 
commercial risks including risk of 
expropriation 

Exishncj ForficiN Fnitrprisls 

Initially there was some Lontusion about 
whether the provisions under the Industrial 
Policy of 1991 are also applicable to existing 
foreign enterprises The government later 
clarified in a Press Note in I99J [Govern 
ment ol India 1993(b) 75] that existing 
.companies in the Appendix industries 
can incicdse foreign equity up to 51 per 
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cent by bringing in additional foreign 
equity. Other companies were also permitted 
to increase foreign equity to S1 per cent by 
bringing in additional foreign exchange 
provided they undertook expansion 
projects in Appendix 1 industries. Initially 
through RBI notifications in early 1992 
and later by amending the relevant 
provisions of FERA, the special restrictions 
applicable to FERA companies has^e been 
withdrawn. 

The most significant in this context has 
been the amendment of Section 29 of FERA 
dealing with the spheres of operations of the 
trading and industrial FERA companies. 
Unless they are in the agriculture and 
plantation sectors. FERA companies arc no 
longer required to take perniission from RBI 
to undertake any trading, commercial or 
industrial activity or take over other 
companies iET, February 11.1992; Reserve 
Bank of India Bulletin {RBiBh February 
1993:155-58) The implication is that the 
FERA companies need not restrict their 
expansion to Appendix 1 industries. Like 
the non-FERA companies they can also 
participate in other areas. Of'course the 
export commitments already made by FERA 
companies would continue since these are 
covered by separate bonds executed to the 
Controller of Imports and Exports. But in 
future there will not be any additional export 
obligation (£T, February II. 1992) The 
FERA companies are also no longer required 
to take separate permission from RBI to use 
their trade marks, open branches and liaison 
offices, borrow and accept deposits from 
the public, etc. (AT, January 30. 1992); 
(/?m. February 1993:155-58; Nabhi 1993: 
chapter 11.] 

m 

Advantoges for TNCs 

The policy changes since 1991 favourably 
influence the operations of the TNCs as 
discussed below: 

(A) The restrictions on the spheres of 
operations of the TNCs have been 
drastically reduced. In the past, new FDl 
had to be justified having regard to factors 
such as priority of industries, nature of 
technology, degree of exports, etc 
[Government of India 1988, section 1:27]. 
The government used to announce 
illustrative lists of rndustries where no 
foreign collaboration is considered 
necessary. These restrictions have been 
abolished. Now all the industries arc open 
for entry of foreign investors though for 
those industries not mentioned in Appendix 
1, government permission is still necessary. 
Moreover, the policy of automatic approval 
in Appendix 1 industries makes the policy 
transparent and is expected to reduce the 
bureaucratic impediments associated with 
discretionary policies of the past. 


The spheres of operations of the existing 
foreign companies will be much larger due 
to the following reasons: 

(i) FERA companies are no longer required 
to restrict their activities to Appendix 1 
industries or to pre-dominantly export- 
oriented activities. 

(ii) The Industrial Policy of 1991 has 
drastically reduced the num^r of industries 
reserved for the public sector. The list has 
been further reduced in Match 1993. Now 
only six industries, viz, defence products, 
atomic energy, coal and lignite, mineral oils, 
railway transport and minerals specified in 
the schedule to the Atomic Energy Order, 
1953 arc reserved for the public sector 
[Government of India 1994:93]. Thus the 
TNCs (as well as Indian private companic.s) 
are now permitted to invest in iron and 
steel, mining of iron ore. heavy electrical 
plant, telephone and telephone cables, 
generation and distribution of electricity, 
etc, which were previously reserved for the 
public sector. 

(iii) The protection provided to small- 
scale firms is being reduced. The government 
has decided to slash the list of items reserved 
for the small-scale sector. Garments, e g. has 
already been de-rcserved. The large Finns 
are now allowed to produce the items reserved 
for the small-scale sector provided they 
export 75 per cent of the output. It has been 
reported that the government is planning to 
reduce the export obligation to 50 per cent 
{Business World {BW), Bombay. February 
23-March 8,1994:42). The small-scale sector 
also used to be protected indirectly under 
the policy of excise tax exemption. With the 
withdrawal of such exemptions in the Union 
Budget of 1994-95, the advantages enjoyed 
by the small manufacturers will beeliminated 
in a large number of industries, e g, shoes, 
bar soaps, etc (BW. March 23-April 5, 
1994.37). 

(iv) The Industrial Policy of 1991 has 
abolished industrial licensing except for a 
short list of industries related to security 
and strategic concerns, hazardous chemicals, 
few items of elitist consumption, etc. 
Licensing has been further liberalised with 
motor cars, white goods (refrigerators, 
washing machines, microwave ovens, air- 
conditioners, etc) and almost all the bulk 
drugs and their formulations taken off the 
list of industries for which licensing is still 
required [Government of India 1994:93; 
Government of India 1995:5]. 

(v) The restrictions imposed by 
Monopolies and Restrictive Trade Practices 
Act (MRTP) on large firms’ expansion, 
merger, amalgamation and take-over. etc. 
have been abolished. Such enlargement of 
areas of operation of existing firms also acts 
as an incentive for new firms. A new TNC 
is required to participate in the Appendix 
industries to be eligible for automatic S1 per 
cent foreign equity. But once the company 


is set up, the TNC can expand and diversify 
as explained above. 

(B> Under the previous policy, the foreign 
companies were debarred from using their 
brand names fully unless the sales were 
related to exports or were for essential drugs 
and pesticides. It is believed that the free use 
of brand names now would enhance the 
market power and hence the growth of the 
TNCs in India. 

(C) Left to themselves the TNCs naturally 
would, decide the nature of their operations 
in a particular counti 7 with reference to their 
objectives of global profit maximisation. 
The trade restrictions on the TNCs in the 
form of local content or export performance 
requirements as we had in India to some 
extent, often conflicted with such global 
objectives. Now the TNCs in India are no 
longer required to export in order to enter, 
grow orhave higher foreign equity. Similarly 
with the abolition of the phased manu¬ 
facturing programme, the TNCs are now 
free to decide whether they wi 11 use i mported 
or local materials. 

(D) Another advantage claimed for the 
TNCs is the increase in the permissible extent 
of foreign equity from 40 per cent to 51 pei 
cent. A new TNC can automatically have 
51 per cent foreign equity (and an existing 
one can increase it to 51 per cent) provided 
they participate in Appendix I industries. It 
is txsiicved that in general the TOCs prefer 
a majonty stake for a number of reasons. 
In some countries consolidation of operating 
results of minority foreign inve.stments with 
the global accounts of the investor is nut 
permuted and dividend earnings from 
minority investments are subject to 
unfavourable tax treatment. A majority stake 
also imparts a grcatei sense of security and 
control. If (he remaining shares arc widely 
dispersed, then a minority stake of say, 40 
per cent ensures effective control. But the 
remaining .shares may not continue to be 
widely dispersed. There is always the 
possibility of bulk purchase of shares and 
hostile take-over bids. And if such a take 
over does take place, then the TNC may 
not only lose control of a company in India 
The technological and other secrets may 
pass on to others and h^nca it may adversely 
affect the global operations of the company 
Again in a number of companies in India 
with foreign equity holdings, financial 
institutions such as Industrial Development 
Bank of India own considerable amounts 
of shares. In such cases, even if a TNC is 
the single largest shareholder with a 
significant shareholding (e g. BAT 
Industries of London in JTC with about 32 
per cent shareholding), it may not be able 
to exercise full control if these institutional 
investors do not Support the TNC (as has 
happened at ITC). 

It must be added here that it is not deaf 
to what extent restrictions on foreign 
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ownership as such deter FD! TNCs may 
prefer majority slake as indicateu above hut 
the absence of it alone may not dissuade 
them trom investing Some studies in tad 
found such icstridions to be '^clalivriy 
unimportant in inHuencing investments 
(UNCTC 1991 271 


IV 

Response of TNCs 

The TNCs have reacted tavourahlv to the 
new economic poluv m enter and to grovs 
in India Oross inflow ol hDl has gone ui» 
IromRsS ^ billion in 1901 loRs 9 billion 
in 1902 RsK8 6billionml99UndRsl41 9 
billion in 1994 Hiotumiu and Ft Utual 
Weekh March 11 1995 475) 

The entire amounts id H)l mflox^s art 
not being used lor eieen ticlci ffroj(ci< 
As discussed below if c TNCs arc hu>irie 
up Indian companies imieasmg ’heir 
stake in existing companies o<c ^tscial 
steps have be t n miti itcd whic h will cnhanc c 
the managerial control md the m irkci 
power ot the TNCs at the cost Indian 
enireprcneurs 

(i) Ol sriMi Kojan Pskim rs 

Under the previous regime rnanv INC > 
came to India thiotigh loini venh res I aking 
advantage of the control they liavc oAcr 
some vital inputs such as lcchnok>gv a 
number ot them are now trying lo edge out 
the Indian partners In some cases c ^ in 
Hero Honda the Indian partners have resisted 
such attempts to lower their status Hut the 
Indian collaborators in Kinetic Hond < SRI 
Nippondenso Spit Hne Chemicals Indian 
Shaving Products 7 VS Whirl|Rml etc have 
yielded to the pressures of the INC s to have 
maiority share holding!/ / Mate li 26 199^ 
n August 25 1994 BW febiuirv 26 
March 10 1992 28 BS Dee ember I 199^) 
It may also be mentioned in this 
connection that during August 1991 to 
September 1991, c g 58 other TNCs have 
consolidated their control by enhancing 
their share holding tiom less than 50 per 
cent to nrtorc titan 50 percent in comp ini<5s 
in India, e g, India Photographic (Kodik) 
Digital Equipment Cariier Aircon Bata 
Philips, Glaxo Colgate Palmolive 
E Merck Cadbury India Indian Oxygen 
(Bntish Oxygen), etc (la^k SabhaUnsiarrcd 
Question No 2073, December 15 199^) 
The TNCs have been provided several 
facilities to enhance their equity w htch 
denied to Indian companies Thus according 
lo Adi Godrej, Managing Director, Godrej 
Soaps, '^International companies can 
automatically invest 51 percent in any Indian 
company in most fields, in just iwo days 
If an Indian company wants to invest 51 per 
cent in another company,It needs government 
permission which can take 6 months 


Internaiional compimcs can borrow serv 
fiecly, there is no rcstiiction Whereas 
Indian eompanii* i ome und* i RBI 
rcsincUons em bon owing {truha fada^ 
New Delhi fehreuv <5 1994) Imiully 
the govcrnniciu also allowed the 7NC<^ 
eg Bata,Colgate NcsilcCadburv etc to 
raise their stake in the companies in Ituli i 
by buying shafts pietcfcntially at dis 
counted prices luls 27 August 9 
1994) M my Indim promotcis including 
some hugebusinc'^s houses eg (hcBiiias 
the Thapais the Rmas Hit Oswals clt** 
followed suit (f / August \ 1994) Hut 
no >uch policy was neiallv applicable to 
the Indian promott r Hem c some ol the in 
were denied thl^ pnsuegc fliu in the case 
ol M ihindra and M ihinJia the govcmmciu 
(inaiicial institution ohiected to tfic 
pioposal to mtfc h ht promoters stake 
ai aconcessiiinl | i Abci n 

Bombay i ^ p 1 td'nc, Indiin 

IndusI^ah^^ t c d t ) as the Bombn 
Club) Lle^nn^ieo they should not b 
di mminatvd i j lu fact thev hive 
I kcdlorccfMoi f whun wulperm \ 

them to I''jun 1 oi rt full eonirol 
oytr the eir < i wluft they have 
minonts st tk (f i/u\s India yB!) 

Homhav Ni v n bt Deecmbci 
19^^) Mie Oi M onl♦'pirti illv 

sjK>ndcci 1 tf I i n mds On the issue 

ul pietcu ) o »u of shirt', ll e. 

govcrnmenl i i \ in idcd lo applv tnc 
same riue to iht t ^ ogu pircnts and ilu 
Indian pionu e ' nJcf the resist d 
guideline' » idinmsftfcd bv RMi du 
issue fMiec ol >h I t > iht IN( s wil K 
deter nmol on fbe msim I ivc-i u t mjikc’ 


price dunng Hk (i 
June 4 19911 IK Sc 
Boaid o\ Indi i I i 
lestnclnns o i *ss 


e'inij MX monifi- * f I 
nolle', mdbxehani 
xls(» irn^os i* sirml u 
t i shaft tofromoters 


in gf K laM^ / \ uni l I *94) 

Some fNt V ^ C uuriaiilds of (;K md 
Doit Olivei oi I Sa a huh dix^sied ihctr 
stake'Ml compuik m Indn v« Shalimar 
PaiPls md HodusMiiin Don (>liM 
respo trve )> hi^c cmuc cd inlcn^st to 
rtmvesi m Inoi I // Scpionboj M 199^ 
tT Ftbm ijx )f I9'J1 
Some INtsw^ixl hw( only i^echnu d 
alhanecs wiin con pinic' in Indn art kcei 
to own cqiiit, is >c » Several Indian 
< ompanu s ok f asOn h HPl and\ rk cKon 
sell IVi in th if (>w j nrmd nam s under 
technieal ohal-o^ a i with lapim se firms 
tJV( ,Sanvf> in 1 N ml aic pcctive Iv j N )W 
tliat the INC vk allowed lo > 4 11 their 
products uSIm imt own brands ht) w ml 
to enter ihi hid an niaikt I m a more duett 
way AccordiHi.iv thv.) are in the prtxess 
of acquinng et|uii> lakes in the respective 
Indian companies Other Indian companies 
such as Salora uid JC7 Llectionics have 
alsoannounced similar denis with Matsushita 
and Hitachi rtspeaiveljf (iRW, May 18 H, 


1994 tr Aagusi »<> 1994 CT fuly 2, 
1994 AS OitolHi 6 i99v 17, luiv 19 
199 U MitNubislu s not wdling to continue 
o '.upplv ie< nn >hj. 1 »untcl unless they 

au dov ed i. xunti equ ty tike (BW, 
Octobei 20 Novepib 1 2 199H 18; Other 
uorupames where the INC' aic similarly 
acquiring cqudy m IPH Industries (77 
\j)r!l 12 1*94) All Ccimnurul (/7 April 
II 94; B^nlliipm Induluc^tRS October 
10 199^ IT \ugMM 1994) Modi 1 breads 
(f ^ SpMlh t994 Put M MachiUv Tools 
1 9S \«vember / l ck 

n \1v t f 1 ,^1 isnioN 

W rf / iriu ^ > I't » ol Pf RA and 

liR nivmo ' s » MR 11 etc there has 
U \ a t ini 4 ir tht n i i\U r^of mergers 
)n It 1 ) t) oi >171; u ics [Roy 1994J 

/MiWi V hue sold nuf 9u 11 tompanics; 
liu ions to Indian xiwuul c e fip mp‘s for 
tv I ipk the extik tvLiion Xfiv Piiamal 
hi bouiiht fiut t1 1 Swiss pharmiceulical 
1 Nv Roche s 74 pel ct u stake in its 

0 nh u> in Incli [BI N >vcmbtr 22 
iKeenkl'cr 5 |99 m Sun h''ly the Indian 
groups ot 1 I Sam c and (j P Goenk i have 
tai-cn lAti (he luiihstr iud potyesier 
divis>ons respcctivcl ol the Biitish-IN( 

R 1 fkov 1 >9If T it * V ht niicals p) ms to 
u juir the ph q hou jcid plant ol the 
Occidiului ( lui i ^al Com! lortda (/ / 
Ap u" )99|) Hut wh uhasicaliv attracted 
iht P on i f it i number oi dominant 
ladigvnns riici[)Tis\.s ahich have been 
( »m]it t ne nnsilNt sip their respective 
fields IK m tun f muloTNC ' Asarcsult 
U struvtuK of j ’uimbci of mciustncs is 
chtngifij idiL ill 

F nr 1 uiir g lo comply with the provisions 
ol f I Fs \ ( a ( oia drpailcJ from India 
in 19'?; this pived ih. wa) for the growth 
md dornm uion ot the soft drinks industry 
bv Indian firms Abtnit a decade later the 
goxerrmcM .Allowed tht opliv of mother 
^iiul 1 \t in the t'n Id F^cpsi But the 
i o./ernrmot iiiipt sed inuinlHi of conditions 

i m i\|v> t obi giiion Ilk gwernmenl 
divf not allow uiirtMncad use d ihi brand 
nimc Pvp^iliidro igo( toihc hvhndnimc 
of Lxhu Pepsi lApsi w i No not allowed 
to fuvii majority sfnrts The vctiutv of the 
lonipmv IP InJi i wa^ ht! 1 -ki ^5 pri cent 
oav.ht F i psi mti \ duiN uk 1 * ^ pciunt 
ry Funjib Ag'o Indus’n v C isrpn ill 
August 2 ^ 1991; I ou d not dislodge 
Pi iL IS Pu Urge t finv 1 iuit conlmucd lo 
bt ifu rn uK h adt t w uh ib tut 60 {xr cent 
m r s j ift 

1 ht revLiUp >iK vcf ngt mdtfn rt entry 
ol ( tn i i Ola in 19Ss h wevtr have 
i hangf <1 the u'uiuMry lo a r m 11)0 pti cent 
7NC controfkd Co4 j < ooi his ousted the 
maikct kadn Puk kamesh C hauhan the 
chiff of Pailc has seki out the smc'cssful 
brands ot Parh C'^ums bp, Ltmca, Citra 


Economic and Political Weekly May 6-13* 1995 


1004 




For a company 


THAI WAS I^ORMl I) 


RFIORI 19-1/, 


FRfcfcOOM JS \()1 


Il'S r AV^^ f HI F \K nHl) 


The lieedom to periorm the fretdom to decide most respected company in the Business World and 

and above all the Ireedom to b< oneself Sinie the Marg poll It has only been possible through 

dav AC( was formtd in our way ol working commitment to tecKnolog^y, to innovation, to an 

towards and aihieving our goals has been designed to honest approach to doing business, to our people and 

get the Inst out of oiir people Today we ve achieved to the entire nation And now, as India is in the midst 


significant results in ever\thing VCe do Be it improved of a new economic freedom movement, ACC i& an 

manpowti productivity oi better energy efficiency integral part of it too 




or getting acknowledged by stakeholders as India's As it h'ts always been A mhmU mtw 9f 
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OSfmtMCtMX 400^0 


Economic and Political Weekly May 6-13, 



Gold Spot and Maa/a - to Coca Cola for an 
amount reported to be i 60 million Parle 
now has cHecti vely been reduced to a bottler 
for Coca Cola (E7, September 22 1994 FT 
September 24 1991) 

In the light ol the new economic policy 
and also to ensure equality ol treatment 
between Coca Cola and Pepsi, the govern 
ment has withdrawn all the conditions 
previously imposed on Pepsi As a result, 
Pepsi has not only bought the slakes of 
Voltas but also plans to buy out the lemaining 
shares held by Punjab Agio so that it will 
bca 1(X) per cent subsicliaiy Again following 
Coca Cola s deal with Parle Pepsi has 
acquired anolhet Indian soil drinks 
company Duke which has a strong 
presence in the Bombay region Its market 
share ot *^7 per tent in Bombay is larger 
thm that ot Pc psi s though less than that 
of Parle s (4S per cent) {FT Apiil 1 1 
1994 liW March9 22 1994 129 f/ May 
11 1994) 

Both P 11 le and Duke hold the govetnmcnl 
{)(>lRy icsponsiblv tor the demise ot 
indigi. nous t ntcrprise in lh< induslr> The 
ctnln’'\ old concern ot Duke untiallv cIk' 
mu respond to the Icclcis troin th( INC 
to come to an unclersl m hue Bui m view 
ol the t Id that Itu I Nv s in sjitndmg 
missive imounts in iht iruiu'*ir% <ind art 
\cillinglo\Mlhsland lo sc s l(»i sc ver il vcais 
csl iblish ihcmuKt Duke dc^ idicl lo 
concede \s the M ii old chid ot Diikt 
>aid theu would U omething wiong in 
m\ held il I didn I sl( the willing on ihc 
w ill I VC been in ihc businc s loi S9 years 
iridwithlhe money Iht MNC sarc spending 
I simply c in t d(^ well {BW Maich9 22 
! N4) Again is Ranit sh < hauh in pointed 
oLi man interview WhcnPcpsiwi given 
permission Ihegiucmmcsovcrall polie\ 
was not lo open itu lloodgaies tor 
multinationals I knew ihil I would be ihle 
lo slop Its enliv lod i> il is j very dittercnl 
situation It made good business sense lo 
ledisc iIk iimih ot one s potential and 
bow out Inch 10 enliepicncurship can 
develop only witli government suppoii 
Otherwise we will be lediieei! lo just a 
bunch ol tiaders woikiii^ on commissions 
UT April 19. 1994) 

Similar appichensions aic being 
depressed m other indiistiies Thus the 
ehiet executive ol Harbans Lai Malhoira 
and Sons (HLM) pointed out that It would 
be foolish to sit idle and watch a slow but 
steady decline ot our share ot the market 
(60 per cent) in the lacc ot compeiilion 
from other superior makeis’ (BS, Dec ember 
29 I99D HLM has been lor a long lime 
the market leader in the shaving products 
industry where the entry ot TNCs was 
icgulated Gillette the global market leadei, 
operates in Indja through Indian Shaving 
Products I Id The former was not allowed 
to own majority shares II is only recently 


that Gillette has increased its stake to SI 
per tent Like Pepsi Gillette could not 
dislodge the market leader It was only 
partially successful in India with a 10 per 
cent market share However under the new 
economic policy Gillette is now trying to 
buy out Its competitor by using its massive 
financial power The deal has not yet been 
struck apparently due to differences among 
the ihiee broiheis who own HLM (LT, 
August 27 199^^) Gillette however has 
taken over another Indian company 
Wiltcch India, which is a part of the RPG 
group {ET March 17 I99S) 

In the icc-crcam industry, an Indian 
company, Kwality has been the market 
leader with about ^0 pei cent share Brooke 
Bond Lipion India i Unilever gioup 
(ompany which has recently set up a plant 
to manutaclure lro/L*n desserts has taken 
over the marketing nclw orks ol Kwalily in 
the northern wevlcrn and southern regions 
ol the tounliy Kw diiv will lonlinue to 
own the manufacuinng tacililics but these 
will be used exclusively lor BBI I One of 
the families eorurolhng the eastern region 
opv rations ol Kw ility is still reluctant and 
hcn< e IS not pail 1)1 ihi dc \\(HS September 
14 1994 BS Scplenilxr R) 1994 BW 
January 2S Pebruars 7 199^ 20 BS 
iKeembcr 29 1994) BBI I his also 

acquired the lee luam division ol 
ar'othci Indian comp iny Milktood whult 
is a part ol lh< J ig itjil group v^onipanics 
<1 / April 7 I99S) Il ha» been lepolled 
that nolher INC NisOe lias also siartid 
negotirUion^ tor tie up with ihc remaining 
import ml Indian eomp lines like Vadila! 
Ariin md Joy to nnrkcl ict creams il 7 
April 21 9S) 

Soaps and detergent is .mother industry 
where indigc nous cnltrprises like Godrej 
TatdOil Mills Nirm i eie have sucecsslully 
eom[ led igainst the TNC s ueh a> 
Hindusihanl c vei ind Preu lor ancICi imblc 
Bunhe alliances md mergers allowed under 
the new en\iionmtnt have signilieantly 
enhanced the market power ot the TNCs 
Talas have decided lo re linquish eont ol in 
Tata Oil Milk and merge it with Hinduslhan 
I ever (77 March il I99D The merger 
scheme in tael envisaged issue ot shares 
at a concessional pi lee lo IJ ni lever to enable 
It to have *>1 per cent shareholding in ihe 
merged company RBI however has 
objected to the issue ol shares at a 
concessional price Another TNC Proctor 
and Gamble has praeiically bought of! its 
competitor Godrej Soaps The two 
companies have decided lo float a new 
company when* the former wiP have the 
controlling stake ot 51 per cent and the 
latter the mmoniy one of 49 per cent 
While Godrej will make available its 
production capa ities and the distribution 
network Proctor and Gamble will provide 
international leelnology and brands (feT, 


August 22, 1992) Godtej has transferred 
the marketing distribution and sales 
rights of all its loilef soaps to the new 
company Godrej has also agreed not to 
introduce any toilet soap m the market 
which will compete with the brands of the 
new company controlled by Proctor and 
(jamblc Justifying the deal the managing 
director of Godrej Soaps said that lo 
compete against the FNCs the company 
requires financial and marketing muscle 
which It docs not possess (BI April 26 
May 9 1993 57 5K) 

Bajaj I l^aiieals a dominaru player in 
the honk ipphinees market has decided 
to withdraw ii^ products giadually from 
the market Thi^ i an offshoot of the 
formation of a joint venture company 
between Bajaj and US tools and appliances 
giant Black and Decker Bajaj will 
hencclorlh markel the products 
manufactuicd by the new company (BW 
December 14 27 1994 50) Another joint 
venture announced between two companies 
having business in the same field is that 
between General EleclrK (owns 40 pei 
cenl equity) md Godrej and Boyce (OO per 
cent) I he new company will take ovei the 
latter s reliigeration division G and B is 
now thi market leader in refrigerators wrth 
a shire of 45 pci cenl The company will 
iilso divirsily into compressors washing 
matliincs dishwashers microwave ovens 
and other household appliances {BI May 
25 June 7 1992 82 BI April 26 May 9 
199^ 56) 

A sea Brown Boven (ABB) the world s 
1 irge t ekiliit al engineering company has 
pi inncd to invest iboulSI billion in piojccls 
in Indi.i over the next 10 years primarily 
throuch mergers acquisitions and also by 
setting up green 1 icld piojects In the power 
sccioi ABB has been a major playei 
primarily as a turnkey supplier lo projects 
in India Now it has decided to entei 
manufaciuringot power equipment in India 
as well It IS setlmg up a new unit tor 
manufacturing large turbines It has 
acquired the sick company ABl (formerly 
ACC Babcock) which manufactures 
boi Icrs It w anted lo lake over the Kai nalaka 
stale government owned New Ciovernmenl 
rieciiic haciory (NGEF) which 
manufactures iranslormcrs and motors 
Now that the govcinincni has decided 
against piivatising this unit ABB is 
planning another joint venture acquisition 
or a green field project In addition ABB 
plans t merge its associate company SAL 
India, which is involved m powci 
transmission line rnanufaciuimg Alter the 
implementation ol these programmes ABB 
will appear as a serious competitor ot the 
public sector BHLl The entry ot a TNC 
of ihe si/c ot ABB has made BHEL 
apprehensive about Us future As its 
c hairrnan said icccntly We can compete 
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wilh ABB on quality and any technical 
parameter, but we lack money”. ABB has 
intact recently announced that a is keen 
to acquire BHEL or pans oi ii (Bl, 
November 22-Deccmher 5, BL 

December s 18, 1W:21; January 17, 
1994; BS, September 20.1994; /.7, J iinuary 
18. 1995, /rr. January 22. 1995). 

A number of oihcr TNCs are rrying to 
buy out smaller Indian comparacs opes aiing 
in the same field. Alralci is bidding, loi 
Priyaraj Electronics which rnariufaciviics 
rural automatic exchiirii'cs, push button 
telephones and primed l iuuu !v?ards; 
Siemens for itansniissuu* emi?pmcra 
manufacturer. Punjab r^'inmuincahons; 
Indian Aluminium lor Aiimipurna f oils, 
etc [Roy 19941. Swrdi.sh w hUc ^‘oods fzium, 
Electrolux ha.s acquired per rent stake 
in the Indian c'nrqviKty, Mahacajit 
Inrernalional (RW, Mtirch 22 April 4. 
1995:17) 

The jidvernir.eni's 'ndivtcrence to Ihc 
status of the mvlt^jeiioiis (iriu.s ih>s sur¬ 
prised a nuniber (d expens. Commeiiun^! 
on the .sell out ol Parb: to ("oca Cida, 
Michael Poiut, wIu) sMjdied conv 
petitiveiVoSs in ditTcrcnr tOijiilrTCv, has 
pointed out tnai "pew counuics m the 
Wortd would Ihcirdiuniriasu naliorial 
player to he brought ONcr by a rnuiti 
national” l/fH, 5-18. Onohei , i994) T he 
Japanese TNC's have pf;vvL"d ai} unpoftiim 
role in Japan's cconorctic p<os}v;>nry. 
Saburo Okita. the veieMn devrJopracJU 
economist who had direct cApericru e in 
economic policy maKjuc m Japan m :hc 
19f»()s has advised agams' an 
opening up oi Indian indusiry te iorergn 
inve.stmcms Giving the example -d aul^i 
mobile iiidiislry in ..iapan, he argued 
if Japan had opened her cL';suoir.y 20 .-r 
30 years ago, then lire To>t.s'as aiid the 
Nissans may not have c\i.s{cvi to.iay (FT. 
February 4. 1992? 

Some Indian indusuia(ist:>, c g, Hu:i 
Shankar Singhania, whii is .i p'.\»?iv;v>i;nt 
inemhcr oi the ( ..ih :nrn(joried 

earfier, has complained .ihoui sne pace 
of reforms. He pointed on< Ui:ii ior 
industrial deiTlopnicni, ihe basu .ode 
will have to bo played hy iho indigenous 
sector. And the govornmeni must 
encourage the indipcMious firms to grow 
bcfofe fully liberalising lo reign 
invcslment.s (t7V November 9, 1992), ll 
however appear.s Irom the demands ’pui 
forward hy the Bombay Club, that these 
industrialiM.s in general are more 
concerned ahoui geiting ceriain liiiaiu ;al 
facilities to enhance rheir equity holdings 
and to prevent take over Bui undisputed 
control over their luncs '.s not e.nough lo 
tackle the TNCs LGhosh iv93J. What is 
also important i.s government's support lor 
the indigenous firms to erow e/.v-ij r/.i the 
TNC.s. 


(ill) Expansion and Frhsh Enihv 
ofTNCs 

A number ofolhcrTNCs have announced 
ihcir intention to enter and to expand in 
India ruil ihrough mergers and acquisitions 
bm through their own companies. All 
these TNCs are, however, not at present 
directly involved in procluciion in India. 
Some of them have entered into different 
types of arrangements with Indian 
corrtpanies to market the falter’s products. 
Full information about the 7N'(2 projects 
which arc .soleiy./primarijy export oriented 
and those which arc solely/primarily 
doine.stic nuirket'Oriciiled is noi available 
from olfkiat or other .soinues. W:' find 
from the i cpoi i>: published in some financtai 
newspapers and businc.ss journals that lolb 
types of proiccts have been announced/ 
»mplemer.ied by the TNCs 1 n: he Appendi x 
wc have provided an illustra'.ive list of 
export-oneiucd projects aunoanecd since 
199 i. Let us mention here a lew examples. 

Exftort Oiii'nted Ft A number f>f 
autornobiu.* have made a; rangemcnl.'. 
k> buy eumivuicnis from India Siindaram 
I'rvstencrs is piodueisig iadiul'.a ciip.> for 
vehicles produced by Genera- Moiors m 
the US and m.:> :,dfilialc.s in Su.;;opeaiul other 
pieces. This is the fir.s(. 'ime diet Geficral 
Molrn'i; is .sourcing C'.urips>n;‘iU.’. irom India, 
in addition. General Minors has ‘J-iirdied 
several other IndiiirM ornpanie.s loi souri ing 
iiu/.o components for its piodnctiou :.yh» oad. 
•Vshto Indian conipanics exi'.orjing 
componenis uiidc: :;sraU:gic albanee^ wuh 
TNCr: nre Wheco India for ol 

BGgnjOL Hharai Gears foi DANA oi die 
US, Bliaial bo^ge for Meri:e:.ics jSer?7 id 
(nn ;t‘ iu.'.V^ Br-vke.s India (ea DAI oi <iho 
Neibvnandv, cm . 

/vu>>iher sector vvIu-jy: dr: 'rNrs h.-i\c 
shown cousK:;C'abk‘i!Ueie.4 is nPoms shoes, 
B,e.i:.he4.. M-e sptul.'- shoe arid rLpparel 
company has sei tjp a fully owned sobs;diarv 
VO 'aMuce. foot weais from Ifuiui to? 
abroa.'.i, Several luviirijn eoanivame;-. are 
maiuiliu tui iiig shoe:: tor Reebok Us 
sijb-sidivity m India provides lochniiai, 
quaiiiy assurancx' services. Keehok 
plans !o expand it.s opcra'ioey and extend 
its sourcing a-TiinGcmeuls othet Irsdian 
companies. U lia*' tied up with ,:in Indian 
company, Flioenix uj markci shoes in the 
domerdie market also, h is in the 
process of diversifying io apn.irei, sports 
equipnicoi, etc f/sT, February 2L 199.5; 
LJ\ I'ebruary 24,1995; >;7’, March 7. 1995). 
Nike, the largesi company in this indiJ.stry 
in live world is also scheduled to enter India 
soon primarily to source shoc.s f;om India 
and also to matkr*t these in Ajc viomesiic 
market (FT, March jG ’ k/Hj 

The Italiiiij truck mar5ul:'aurfa\ Ivcco 
ha.s .set up v joint vennire with A.shok 
Lcyland, which i,s cuntioJIed by the 


Hindujas. iveco has announced that U will 
source Us entire exports of trucks outside 
Europe from this joint venture. Ivcco v/ill 
continue to produce for the European 
market, but will buy components from the 
Indian company (BS, December 9, 1993). 

The French company, Kis has set up its 
firsi plant outside France through a 50:50 
joint venture with Godrej- to produce 
photographic and duplicating equipment. 
Kis will buy back 25 per cent of Ihc output, 
live company proposc.s to export another 
25 per cent to China, South East Asia and 
the former Soviet Union (£T, September 
4, 1993). 

Do these examples together with the 
others rncniioned in the Appendix signify 
a break from the past7 Arc the TNCs now 
keen to use India as a production base for 
global outlet either solely or in combination 
wilh manufacturing for the domestic 
niarkeiIi is difficult to give a conclusive 
ariswer question since adequate data 
arc ncn available As discussed below, it 
however appears from the opinions 
cxpre.ssed by the foreign investors and the 
annaLincements oi a large number of 
domvTSiic market <*rienicd projects in diverse 
i'w\ds dial they in genei al are still pririiarily 
iiucicsied in thcrkmicstic market. Of course 
.^^!nu of thel'NCs may have special reasons 
pi'.xjuce b,r exports. It may al.so be 
niciui.Micd iha' some of ihc projecl.s 
merilhmcd in the appendix may have been 
coiicci ved, e ven initiated before the current 
phase fd libeialisation. .As mentioned 
earlier, previous!) ihc govcrnincnt used to 
iii.si u fu'. ; .'poM obligation to allow entry, 
cxpanr.Km. etc. It has been reported that 
Gevnvai M<uor,s conceived the idea of 
»:x j.rutmg coinptmenis from India basically 
U' balance the foreign exchange ouiriow 
of Its proposed joint venture with 
It-nduslhan Motors lo manufacture cars 
{liu.sjnes.\ Today, New Delhi, November 
22 . 1992 ), 

/ h uncsUt -Market Oriented Projects: As 
wc have already ihcntumed, under the 
previous policy regime, a large number of 
dome.stic niarkct.s were not open to TNC.s 
particularly wilh majority foreign 
shareholding. Following the new economic 
policy, a number of very w'cll known TNCs 
have already entered or are in the process 
of entering India for the purpose of domestic 
production and .sales. 

As we have mentioned earlier, ABB has 
planned to invest $1 billion in India. This 
is most probably the largest TNC investment 
proposal announced since June 1991. 
Investments will be riow primarily for the 
domestic market in areas such as power 
projects, boilers, turbines, transformers, 
large motors, cables, industrial 
refrigeration, robotics, etc. As the president 
and CEO of ABB explained recently, Indiii 
is a priority country for ABB at present for 
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its huge domestic potential but later also 
a$ an ^export engine* in Asia or the world. 
As one of the senior Indian officials of the 
ABB subsidiary in India said, need to 
convince the parent company of our 
reliability’* before contemplating exports 
seriously (B/, November 22-December 5, 
1993:74-84; ET, January 18, 1995). 

Apart from ABB, General Electric of the 
US is another giant TNC which has decided 
to focus on India in their global operations. 
GE had a marginal presence in India. But 
in the late 1980$, it identified India as one 
of the mega-markets of the 21st century 
and decided to expand in India in a major 
way. GE has identified India as its ’^sourcing 
partner for the supply of components”. It 
has set up several business centres to tap 
manufacturers to supply components, which 
will be exported either directly or after 
assembling (£T, February 15, 1994). But 
the main thrust of GE’s expansion in 
India is in the domestic market. It has set 
up several companies including joint 
ventures with Indian private and public 
sector companies to participate in areas 
such as white goods, power projects, 
medical diagnostic and x-ray equipment, 
engineering plastics, lighting, financial 
services etc (Bi May 25-Junc 7, 1992:80-82; 
fi/, February 28-March 13. 1994:82-84). 

Other sectors where well known TNCs 
have entered or propose to enter solely or 
primarily for the domestic market are fast 
food (Mcdonalds. Pizza Hut, Kentucky 
Fried Chicken, Dunkin Donut), breakfast 
cereals (Kellog), denim garments (Levi 
Strauss), consumer electronics (Sony, 
Grundig, Lucky Goldstar, Panasonic, Akai), 
cameras (Polaroid), electrical appliances 
(Black and Decker, Braun), liquor (Douglas 
Laing, David Campari, Carlsberg, Seagram, 
International Distillcis). automobiles 
(General Motors, Peugeot, Daimler Benz. 
Daewoo, Fiat, Honda, Hyundai, Volvo, 
BMW, Ford), computers (IBM, Fujitsu, 
Silicon Graphics, IJniplex, Dell, etc), 
ielecon^unications (Molorofa, AT and T), 
etc [Chaudhuri 1994, Appendix II). 

Attitude of Foreign fnvestas: The 
statements of industrialists and executives 
from abroad who have been visiting India 
lately, convey the impression that they are 
more interested in the domestfb market than 
in exports. A high level 50 member strong 
Japanese business team visited India in 
January 1992. The leader of the delegation 
pointed out that the large domestic market 
in India is a major attraction. To facilitate 
further Japanese investments, the team in 
fact requested the government, among others, 
not to insist on exports to pay for their 
dividend repatriation (The Times of India 
(Tl), New Delhi, January 28, .1992). 
Addressing the Indo-US Chamber of 
Commerce, a representative of a large US 
firm said in January 1992 that the restric¬ 


tion on dividend repatriation subject to 
export earnings has raised doubts about 
whether India would allow reasonable 
access to the domestic maricet. This has 
made the TNCs skeptical about investing in 
India (Indian Express (IE), New Delhi, 
January 16, 1992). 

The president of the Federation of German 
Industry, who led a business delegation to 
India said that there aie two major motivations 
for German firms to invest in India; 
(i) domestic market and (ii) low cost 
production base for exports mainly to the 
Far East. He did not clarify whether both 
are equally important and if not which is 
more important. But significantly enough he 
also asked for the withdrawal of the export 
obligation. 

The condition of balancing dividend 
repatriation with ex port earnings was actually 
withdrawn in response to the complaints 
made by the foreign investors (£7, June 20, 
1992). The Press Note (No 12, June 1992) 
which announced the withdrawal of the 
dividend balancing condition in fact 
specifically mentions that this is being done 
”... to further stimulate foreign investment 
into the country ...” [Government of India 
1993(b): 127]. 

The former chief of Proctor and Gamble 
operations in India who has now joined the 
headquarters in the US said that India's 
biggest advantage is the large domestic 
market. T*hc attitude that TNCs would come 
to India only to export and not to take 
advantage of (he domestic market will not 
help (£T, August 22, 1991). A survey was 
conducted in the I )S to ascertain the prospects 
of US FDl in India compared to that in other* 
Asian couiunes. The survey found that US 
investors arc pnmanly interested in India for 
domestic production rather than for exports. 
Among the 23 factors identified, the most 
important factor influencing investment in 
India was found to he the size of the domestic 
market. The motivation of “exports to third 
countries” and “exports back to USA” arc 
ranked 15th and 2()th respectively in 
descending order of importance [Saqtb and 
Poulosc 1993). 

A more recent survey covering both US 
and other TNCs reports similar attitudes. 
The respondents were asked to rate a set of 
six possible roles they expect their units in 
India to play in a 5-point scale, where ”5” 
represent most important and ”0” not at all 
important. The most important motivation 
for investing in India was found to be *‘to 
cater to domestic markets” (with an average 
score of 4.62) followed by “exports to 
regional markets” (2.62), “compete with 
traditional rivals” (2.05), “protect patents” 
(1.70), “manufacturing components/ 
intermediate products for assembling 
elsewhere” (L63) and “serve as an R and 
D base” (1.08) (Institute for Studies in 
Industrial Development 1994). 


Economic and Political Weekly* May 6-13, 1995 


V 

Prospects of Export-Oriented FDI 
in India 

International prcxluction of TNCs actually 
has traditionally been organised primarily 
forthe domestic marketsof the host countries. 
Export-oriented inyestmenis were mainly 
restricted to natural resources. Studies on the 
determinants of FDI found that factors such 
as market .size, trade restrictions are much 
more important than cost factors in 
determining such domestic market-oriented 
investments (UNCTC 1992). 

An important change in the behaviour of 
the TNCs in the last 30 years has been the 
increase in export-onented investments in 
manufaciunng by the TNCs abroad to take 
advantage of certain favourable conditions 
in the host countries, e g, lower cost of labour 
[UNCrrC 1985, UNCTC 1992). With the 
intensification of international competition, 
the TNCs became more cost-conscious. The 
fall in trade barriers and the improvements 
in communication technoiogie.s have made 
it possible for them to transfer a part of theif 
activities to cheaper iocation.s. Such export- 
oriented investments however were restricted 
to specific products/pn>cesses and these were 
located in selected countries in Asia and 
Latin America [United Nations 1992; 
UNCTAD 1993). 

India was not oneof the major destinations 
for such investments. As discussed in the 
previous section, the response of the TNCs 
as of now do not reflec t a sharp break from 
the past. Hut it may be argued that the period 
since 1991 is l(X) short to observe such a 
shift. If we take a longer term perspective, 
then under the new economic regime, is 
there a possibility of a significant spun in 
manufacturing exports by the TNCs fiom 
India? This will depend on the growth of 
relocation of production by TNCs to other 
countries and the share of this growth which 
India can manage for herself 

So far as the size and the growth of 
international production by TNCs in the 
third world countries is concerned, the future 
trend is not very clear. 

On the one hand. The World Investment 
Report 1993 speaks of the emergence of an 
integrated global system of production, in 
the past the TNCs transferred particular 
activities to locations with cost advantages. 
They arc now slowly moving to a system 
where all the activities of the firm are potential 
candidates for being undertaken in different 
locations depending on the respective 
advantages. Hence the report predicts an 
upMjrgi m the volume of interaational 
production [UNCTAD 1993). 

But on the other hand it is not very clear 
to what extent the third world countries will 
be able lo take advantage of such increased 
internationalisation of production as and 
when it takes place. Tlje traditional advantage 
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ot the third world countries i& the low cost 
oi labour A survey conducted by the 
International Finance Corporation on US 
TNCi» found that new manufacturing 
technologies have made labour cost much 
less important than what it was before and 
hence the third world couiiines havt- 
becomc less important as export platforms 
to serve the developed touniry markets 
(Miller 199'^J A number ot INCs ui 
consumer clcctronus (c g Philips) and 
computers (c g IBM Apple) havt aiready 
initiated steps to automate then plants at 
home and shift production Irom third world 
countries (UNCTC 1988 491 
The International F mam c Corporation 
study has also reported that radical 
organisational changes arc being 
undertaken in TNCs which have negative 
implic ations for plant loc alion in thud world 
countries Companies arc trying to reduce 
costs through low inventor ics and quic kness 
of response The trend is to locate plants 
close to the customers As a result the 
numbei ol supphei lactones is im reasing 
and the average plant si/e is decreasing 
(Miller 199^) 

Thus cxport-onentc*d insesiments by th<* 
TNCs may not increase at the sanu rate as 
in the past Moreover whatever may be the 
overall volume of such mvcsinunis the 
share ol India will cructallv depend on the 
advantages she oficrs (ompaied to hei 
competing counincs To attiact FDI toi 
exports what is important is not whether 'he 
situation IS better than that in the past but 
whethei It IS better than what the c trmpeling 
countnes offer 

It appears from the demands put forward 
and the comments made by some of the 
foreign investors as referred below that intlia 
compares not so lavoiiiabl> with the 
competing countnes in terms of 
(i) infrastructure, (ii) control over labou 
and, (ill) pnonty accorded to FDI etc 
A report in the Fat Fasurn / fanarnu 
Review sums up the geneial perception of 
foreign investors about India as tollovcs 

The Indian business climate is m»i >Lt as 
hospitable as other Iik ations for scarce 
capital 

Wage rates arc low but so is productivity 
Lahoui IS highly specialised and pt^wcrful 
tiade unions are reluctant to abandon 
traditional ineflicicnt practices 
Infrastiuciuie is already inadequate for 
* example like all industries with continuous 
processes Du Pom is faced with having 
to provide 100 per cent power back up foi 
Its Goa plant The country has only S S 
millipn telephone lines for 850 million 
people 

Various local levies slow down distribution 
ot materials and products a truck with a 
valuable cargo may have to que iic for two 
OI three days at a stale or city boundary to 
pay an oc Irpi of a few US dollars ’ if IIR 
February 20 1992 41) 
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To faalitate investment from Japan, a 
business team from that country has 
specilically requested the government, 
among other things, for an early formulation 
of exit policy and more investments in 
infrastructure such as power and 
telecommunication services (7/ January 29 
1992) The leadci of another Japanese 
business delegation reiterated that Japanese 
investments m India arc unlikely to me rcasc 
substantially unless an exit poluv is 
formulated and unions aie prevented liom 
interfering vcith ihe woiking environment 
{HS November 27, |99^j The US 
Ambassador to India said that I >pansion 
in India s power sectoi will help attract 
higher levels of toicign invt stnn m A major 
concern ot loreign invesiois i the tack ol 
a rclMble powci infrastTucUirc fittiive t > 
other oppo^tun<'lc^ 111 Asn [B1 hil\ 6 19 
1992 78) 1 he government hts,liken a 
niimbcrof sfcp>(oiinpro\cthc i iti luial 
facilities But for obvious pohta ^ < n asons 
government s resfionsc in iIk ixr po1k\ 
tiom has been slower thin whal has Ix'cii 
desiicd in certiin quaitcr'^ 

A conftuikt of leading mdij^trnlists 
ofluials trorn World Flank Asiin 
Development Hink eu oigtmscd 'v 
F oreignInvestment Advisors Scfvicc (ajoinl 
facility of th Inicrnational Fit incc 
Coiporalionandthc Mullilalcr d Fn< stment 
Ciu iranlcc Agincvi in Washnudon 
concluded that India has been iinaldc to 
aitiacienoughF DIdueto resttuiivt |V)luns 
uu! hurcauf ^ ni itdiapv I h pa/iitip ml 
IcI' that a moo welcome <ttlitiKli to 1 Dl is 
needed in India t/A Ai gust 't) 199{t 

Whal oik i? ' is no wlnihislxti 
indiCiU(d in uftiMii policy stile mnis A 
sluci> sponsoH d In the miniMrv ol inJusln 
ollhegrncrnm lU of India revt il tlutnuht 
now the iort ign invesimr nt i oh^ u s in irvh i 
are mm h more open itiai' rn{>si oi’u r ^\^l m 
MiuniciCH In ( hina Indoncs \ Malavsi* 
anvf f.uwan prior appH)V il of the gov r. t < 
IS rcquiied lor foreign iiut wini n prou i 
India IS in fact similar to South K >iva aiie 
Fhail ind where .tutomahv appHw li is given 
lor lOim aunsines but prior permission is 
required (or ihi icsl Only in Singapore no 
approvil IS required ifU March 29 April 
4 199^ SO) 

What IS perhaps more import ml \s rh 
genera! attitude towards foreign investment 
uithceountrv whethei the policies an goiiig 
to continue if future the genera] pt n eptic n 
abiiui how Dn govcinnienr mnhmLTV 
responds to the drfficulties 4)1 the h>ren;n 
invcsl4'rs etc The follow mg observation of 
the head of corporate planning ol a French 
INC IS a t>p»cal response about the 
government machincifv I would rather 
invest in Chma From the o v , ^posc 
an idea tor investing in < Sii » n u>ok us 
barely a year to move in wnli men and 
machines and 'lari work Unfortunately a 


similar process would have taken three to 
five years in India'* {BL June 21*July 4, 
199^ 52) The controversy around Motorola 
lend > to strengthen the impression that Indian 
bureaucracy is lethargic and inept at 
managing things Motorola wanted to set up 
paging networks in five major cities It 
submitted a proposal to the Foicign 
Investment Pionioiion Board The former 
claimed that the latter gave assurances on 
more than one occasion about a prompt and 
lavourable response It was more than six 
months Idlei that the company w is informed 
that the network licences can be given only 
through tendci UlfR September 10 
1992 62 Bf October 26 Noveinbei 8 

1902 108 ^ 

Appiehensionsh JVC been expressed about 
the coniiiunty 4)1 the lelorms Die Japanese 
ambassador to India e g while speaking to 
the Indian Merchants Chamber about the 
prospects for new foreign investment 
expressed doubts alxiut whether the new 
044 jcks will c4)f,linut. m case a new party 
coims to power in the govuninenl He 
|K>mu dout ih It Imeign m\t stors would like 
to hi assured Ih it the liberalisation policies 
will 4 )niiniu* ill fulUK (/ ' November 11 
1991^ f t ft Ign capil tl in India is in general 
miiih levs welcome than mv in many other 
Asian ccMiiUncs A general (ons4 nnis ahou* 
the 1 k o^ « ac len v ipilal is yet to evolv< 

W liaf ’ rue lor m irivcsliru nl pioiecl tor 
v^xpotts ! not ^lccLs^a^ll> true lor an 
investment pio)i t lot the domestic market 
I u tins such as tin atlitiRk to I neigne ipital 
sa 4 )(»f U idc. ijnions bun lucratic rcdi'’()i‘‘rn 
etc to tinld 1 \ to be 4 rue lal (actor while 
uvntc Mipl tiing mvesiments tor the donie’siic 
muket C Oiisid i tsiluativinwhen thi matkel 
it) ) country psovuFs signifii ml 
4 ppi>itunine*s tor prolU'- I nlavourablc 
ittitude to toil Ign / ipital c y is as such 
UI.likely to deter them Irom in \4 sirng m that 
cvumtrv I hey woiikl ol couise pteler a 
m 1 4 4 »ng 4 nial cnvnonimnl and may als 4 ) 
h\ ioj It Fltiil evcfi if »hev do not gel it they 
Tc hkelv l« invest it otherwise they lose 
sigiidu ant proiiis in the cascol investments 
(or export' tiowcvci profit opportunities 
ire not lost by not investing in a panrcular 
country Infaetihc IN(\canriiaxiintse)their 
giUns b\ rhcKising the country offering the* 
b 4 *sl deal • 

VI 

Summary and Conclusion 

(I) The new ctoriomrc policy initiated m 
1991 has Ilf led anuniKu of crucial restnclions 
on the operations of the TNCs The situation 
now IS much more favourable foi them m 
terms of the permissible extent of foieign 
equity, spheies of operations, use of brand 
names nature of exponyimpurl activities 
etc Now the TNCs can have 51 per cent 
foreign equity automatically in a large 
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AmNoix: 

Selected ExwiRT ^Oriented TNC Projects Planned/Implementbd since 1991 


TNC 

Indian Co/Group 

Nature 

Foreign 

Products 

Remarks 


of Deal 

Equity 
Per Cent 




Koya Seiko. 

Sona Steering 

SP 

10 

Mechanical 

Exports through global network of Koya 

Japan 

Systems 



steering 


Suzuki. Japan 

Maruti Udyog 

JV 

50 

Car 

Exports in Suzuki’s brand. Alto in European markets and as Zen 
in India 

General Motors,USA Sundarain Fasteners 

SP 


Radiator caps 

Exports for use in GM vehicles 

General Motors.USA Several Indian cos 

SP 


Auto components 

CM has identified several other Indian cos for sourcing 





components for production abroad 

Caterpilliu', Belgium Wheels India 

SP 


Auto components 

Exports for use in Caterpillar vehicles 

DANA. UAS 

Bharat Gears 

SP 


Auto components 

Exports for use in DANA's vehicles 

Mercedes Benz. 
Germany 

Bharat Forge 

SP 


Auto components 

Exports for use in Mercedes vehicles 

DAF. The 
Netherlands 

Brakes India 

SP 


Auto components 

Exports for use in DAF's vehicles 

NCH International, 

Sundoram Industries 

SP 


Raw materials for spe¬ 

Exports for NCH's global operations 

USA 




ciality chemicals 


Mercedes Benz, 

Telco 

JV 

51 

Cars and diesel 

About 50 per cent of the production will be exported to 

Ciermany 




and petrol engins 

Mercedes markets outside Europe 

General Electnc. 


SP 



GE has identified India os its sourcing partner for supply of 

USA 





components 

Mitsubi-shi, Japan 

Air Command 

S 

51 

Air conditioning 

Base for West Asian market plus domestic 

Reebok, USA 

A number of cos 

SandJV 


Sports shoes, equip¬ 
ment. apparel, etc 

Primarily export plus domestic markets 

Eisenberg. Israel 

Einami 

JV 


Canned food 

Export plus domestic markets 

Ivcco. Italy 

Ashok Leyland 

JV 


Trucks and compo^ 

Iveco will source its entire exports of trucks outside Europe 





nents 

from this J V. The former will also import components from the 
JV for production of trucks m Europe 

FAG Kugeirischer, 

FAG Precision 

A and SP 

40 in A 

Bcanng components 

The German co will buy components 

Germany 

Bcanng and inde¬ 
pendent Indian cos 





Bosch 

Mice 

S 


Auto components 

The parent co to help the Indiad subsidiary to export 15 per cent 
of output 

Fxho, Denmark 

Khataus of 

T 


Shoe uppers and shoes 

Export initially shoe uppers (and then shoes) to Echo’s units in 


Corona Shoes 




Denmark and Portugal 

Dole Food. USA 

Keventer Agro 

JV 

50 

Processed food 

Export-onented unit 

Rcilher. Switzerland 

Lakshrni Machine 
Woflcs 

JV 


Ring trame assemblies 

Export-onented unit 

Bechtal, USA 


S 


Design and engineer¬ 
ing services 

Export services to Bechtal's projects worldwide 

Samsung, 

Usha Rectifier 

T 


Semi conductors 

Samsung will buy back the entire production initially for 5 

South Korea 





years 

Ackermann. Germany Modi Threads 

JV 

26 

Threads 

Ackermann will buy back threads for European maikets 

Kis, France 

Godrej 

JV 

50 

Photographic and du¬ 

Kis will buy back 25 per rent of the output. Another 25 per cent to 





plicating equipment 

be ex ported to China, South East Asia and the former Soviet Union 

Royal van der Have. 

Harrisons 

JV 

49 

Breeding, production. 

Primarily export market 

The Netherlands 

Hyundai Electronics. 

Malayalam 



processing and market¬ 
ing of high yielding 
varietiesofhybnd seeds 



Byte Systems 

JV 


Computer hardware 

Manufacture for the entire Asian maiket 

South Korea 

Zinmer. Germany 

Pearl Engineering 

JV 


Polyethelene tereph- 

Zimmer will buy back a part of the output 

Nike, USA 

Polymers 



thalate (PET) chips 

A no of cos 



Spurts shoes etc 

Pnmarily export plus domestic maiket 

Avon, USA 


s 

100 

Cosmetics 

Domestic and base for exports to counties in and around Asia 

Fenner. UK 

Fenner. India 

S 


Industrial belt 

Serve some of its export markets from India 

Yamaha. Japan 


JV 


TA'owheders ondodier 
automobile products 

Manufacture for its global export markets 

Picvue. Taiwan 

Hotline Glass 

JV 


TV components 

Picvue will buy 50 per cent of the output of Hotline 


IVotex: SP - Strategic partner; JV - Joint venture; S - Subsidiaiy; T- Technical collaboration; A - Affiliate. 

Sources: The list has been prepared from the following newspapCT reports. Plans may have changed for some of these projects. But we have not 
excluded them unless a specific denial has come to our notice. Some of these projects, e g. General Motors-Sundaram Fasteners have already 
been implemented. Some are yet to be implemented. BS, 21/8/91; £r. 19/5/93; The Statesman. Calcutta, 11/8/92; ET, 12/2/94; ET, 23/10/ 
92; 24/3/92; ET, 31/3/94; ET. 23/4/94; E5. 12/12/93; EW'J/6*l4/6, 1994; ET, 15/2/94; ET, 20/8/93; ET. 16/2/94; ET, 15/3/94; E5.9/ 

12/93; ET, 30/8/93; ET, 1/7/93; E5. 12/11/93; E5, 12/11/93; E5. 14/12/93; ET. 2/2/94; ET. 6/4/94; ET, 4/9/93; ET, 1/9/93; ES, 14/2/93; ET. 
16/4/94; ES, 5/1/94; ET, 21/2/95; ET. 24/2/95; ET, 7/3/95; ET. 11/3/95; ET. 22/4/95; ET, 2/2/95; ET, 10/2/95. 
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number of industries specified in the 
Appendix and also in other industries with 
government approval. All the industries are 
now open for the entry of new foreign 
tnvescon, though for those not mentioned 
in the Appendix, government permission ts 
sdll necessary. FERA companies arc no 
longer lequir^ to restrict their activities to 
the Appendix industries or to predominantly 
export-oriented activities. The restnction 
imposed by MRTP on expansion, merger, 
tal^over, etc, have been abolished. The 
TNCs are free to use their brand names also 
in the domestic markets. They are also free 
to decide whether they will export their 
output or use imported materials for their 
production here. 

(2) The TNCs have reacted favourably to 
the new economic policies to enter and grow 
in India. Several steps have been initiated 
which will enhance their managerial control 
and nuulcet power at the cost of Indian 
entrepreneurs. A number of TNCs have 
acquired Indian companies. They have also 
increased their equity stake in many existing 
companies and have edged out the Indian 
partners. The TNCs which have been 
operating in India as well a& those which 
have recently entered have set up several 
new projects in India, both for the domestic 


end the export markets. The projects for the 
domestic market include low technology 
items. 

As we have already explained in the 
Introduction, the decline of indigenous 
enterprise and unregulated operations of the 
TNCs in the domestic market are harmful 
for the economy. 

As Table 1 shows, the foreign exchange 
contribution of the ITMCs improved sharply 
during the late 1970s and the 1980s. The net 
foreign exchange earnings of the foreign 
controlled rupee companies (i e, those 
companies in which the TNCs own 25 per 
cent or more foreign equity) continued to 
be negative but the magnitude declined to 
-1.6 per cent of the value of production 
during the period 1975-89. Certain actions 
initiated by the government dunng thepenod, 
c g, the phased manufacturing programme 
were among the contributory factors. The 
foreign exchange leakage m the earl ler period 
(1960s and the early 1970s) when ihe TNCs 
were much less regulated was signihcantly 
higher (Table 1). 

With the lifting of such restnctions, it is 
feared that the import intensity will go up. 
ABB, c g, has revised its plans to reduce 
the import content in turbine manufacturing 
after the government has abolished the phased 


manufacturing programme. Now the idea is 
to go for assembling operation, at least 
initially (B/, November 22-December 5, 
1994:75). 

(3) Exports have never been an important 
activity for the TNCs in India despite the 
incentives that were provided to them for 
such activities. The amount of output 
exported by ihe FCRCs remained stagnant 
around 6 per cent dunng the late 1970$ and 
the 1980s (Table 1) Several cxport-onenlcd 
projects have been announced by the TNCs 
after 1991, Docs it signify a break from the 
past? The indications are that they are still 
pnmarily interested in the domestic market. 
It IS doubtful whether export-oriented 
investments by the TNCs will increase 
significantly. Worldwide .such investments 
may not go up as fast as in the past due to 
some technological and other changes. And 
there also has not been any dramatic change 
in India’s relatively poor rating by the TNCs 
as a platform for production for exports 
Even il It does so now, the question is 
whether such export growth can be 
sustained. As the relative conditions in 
different host countries change, the TNCs 
with the objective of global profit 
maximisation may relocate production lo 
.some other country Unless alternalne 
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ctiftimels ar^ developed, thdre may be 
serious disruptive effects. There is nothing 
in the new economic policies to take care 
of such dangers. In South Korea, the items 
exported initially were cotton textiles, 
apparel, plywood, wigs, consumer 
electronics, etc. With economic growth 
and rising wage rates, as South Korea lost 
competitiveness in simple labour-intensive 
goods, she consciously promoted more 
technology and capital-intensive exports 
such as in the machinery and transport 
equipment sectors [ Amsden 1989:154; Yoo 
1990:11-12]. Such a desirable strategy is 
conspicuous by its absence in India. 

(4) It is widely acknowledged that 
government controls in India in the past did 
not always produce the desired results. But 
the option is not to eliminate government 
regulation. India’s current policies of lifting 
crucial restnetions on the TNCs amount to 
a passive reliance on the 'PNCs for economic 
development. None of the economically 
successful countries, whether Japan or 
Germany within the developed countnes or 
South Korea, Taiwan or even Malaysia, 
Thailand within the less developed countrie.s 
followed such a route. They did not provide 
the type of freedom to foreign enterprises 
which India at present is offering to them. 
During its recent phase of lit>eralisation, 
even such a nc];i country as Japan did not 
indiscriminately lift controls on the western 
TNCs. Promoting Japanese enterprise 
continues to be a major objective. The policy 
planners did not open the investment doors 
until they felt that the Japanese enterprises 
are strong enough to compete with the foreign 
firms. 

The new economic policy in India must 
be drastically changed. It is important to 
learn trom the past mistakes and the 
expenences oi other countnes and among 
other things, regulate the TNCs keeping in 
mind the needs and the priorities of the 
country. A strategic intervention on the part 
of the government is required to take care 
of the negative features of the operations of 
the TNCs and to ensure that the country 
gains from their investments. 

[The paper completed in April 1995. is a shorter 
version of the report of a research project 
sponsored by CMDS. Indian Institute of 
Management, Calcutta. Some of the data used 
in this paper have been collected from the 
Institute for Studies in Industrial Development. 
New Delhi. The author thanks both the Institutes 
and Nirmal K Chandra for suggestions]. 
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Any 

engine oil can 
move a car. 

It takes 


SffiVD 

to move the 
nation. 




When a company develops over 400 
different lubricants and greases, it doesn't 
merely remain an oil company It become^ the 
driving force behind a nation 

Today, one out of every two vehicles in 
India runs on nmo lubricants But SUMO's 
advanced technology goes way beyond cars, 
motorcycles, scooters, vans, jeeps, trucks, 
bu^ and tractors What goes into your car is 
actually the lubricating force behind the world's 


largest rail network The brand that gives 
savage power to your bike also keeps Inctta's 
sophisticated army tanks fighting fit. SHh/O 
virtoally moves toe wheels of TnrXan industry 
With over 400 different grades of 
lubricants and greases and 6,000 petrol 
i^abons across the country, Inehan&l is at toe 
heart of India's program. Ves. its one thing 
moving just cars and scooters. And quite 
another, moving an 850-m^in strong nation. 
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jriiLuiig Stoicliire cm 

Adihna Gojral 

Ttm paper attempts to buUd a framework to appraise the structural adjustment programme (SAP), It is argued that whik 
such a framework should work with macro-economic categories cf aggregate demand and supply, it should incorporate 
structuredfeatures efthe Iruiian economy,focus on the rlecisions of thefirm over the medium run, and be capable of analysing 
the affects on growth, of macro-economic policies, Conclusibns follow that inflation is best managed by a set of policies 
that stimulate demand as well as supply. The possibility of multiple equilibria implies that a set of policies that act in concord 
to push the economy on a high growth path can lead to a situation where every group benefits. As the price of food is the 
nominal standard for the Indian economy, policies that effect the former are particularly important. 


UNFORTUNATELY standard macro-eco¬ 
nomic theory docs not give a satisfactory 
firamework to analyse a structural adjust¬ 
ment programme (SAP). This4^ perhaps one 
reason for the large number of inconclusive 
debates' we have had on this topic, ever 
since India embarked on its SAP.'While the 
Keynesian framework is too short-run and 
demand oriented, the neo-classical is too 
long-run and supply sided. Analysis ot a 
steady-state, however rigorously conduct¬ 
ed, is not very useful for policy, if the steady- 
state can take a hundred years to be realised 

We argue that such a framework can be 
developed by adapting some modem devel¬ 
opments in macro-economics. Structural ad¬ 
justment is concerned with raising the level 
of efficiency of fndustry in the economy by 
changing its structure over a three- to 15- 
year horizon. Therefore a suitable frame¬ 
work should target the medium-run and bui Id 
aggregate supply from the decisions of a 
representative (symmetric) firm (firms). 
This could provide tight theoretical micro- 
foundations for the argument, and draw 
upon the large amount of work done in 
industry structure and the analysis ol im¬ 
perfect competition in the past decade. 

At the same time, to keep the macro- 
economic perspective, aggregate demand 
should be drawn from macro-economic 
categories of investment and savings, ex¬ 
ports and imports. We show in the paper that 
multiple equilibna can provide macro-foun¬ 
dations for firm behaviour, explaining why 
it is optimal for firms to take account of 
macro^onomic variables in making their 
decisions. In spite of the multiple equilibria, 
the theory does provide sufficient restric¬ 
tions to structure the data, and is empirically 
implementable. 

The macro-perspective does, however, 
mean that the nitty-gritty of variations in 
inter-flrm competition, efficiency, and rel¬ 
ative price is abstracted from. A number of 
models inihe literature show that multiple 
equilibria can account for persistent de¬ 
mand shocks, but these are normally special 
micfo^models which are very difRcult to 
generalise to the analysis of macro-eggte- 
gates. Ijat but not Che least desirable feature 
of such a ftasnework would be that it should 
be dynamic, capdile of putting structure on 


a period of flux and change, and not be 
confined to the analysis of equilibria. 

The framework we develop is somewhat 
unusual. So, in this paper we spend some 
time relating it to more familiar concepts of 
aggregate demand and supply. Then weapply 
It to make some hypotheses about the struc¬ 
ture and persistence of the shocks that have 
impinged on the Indian economy in the 
course of the SAP it has been undergoing. 
Finally, we use it to make a brief analysis 
of the three Ts, inflation, investment and 
inflows of foreign capital, that have been 
thrown up as major problems in the reform 
process. 

II 

Analytical Framework 

Figure 1 graphs the goods market equi¬ 
librium or aggregate demand facing our firm 
in t and u space This can be regarded as 
a standard IS curve, except for two features. 
Firstly, we allow tor the possibility that 
induced spending could exceed induced 
leakage, lliis is the case of Keynesian 
multiplier instability, that could anse if either 
the propensity to invest is very high or the 
propensity to save is very low. It need not 
be restneted to investment and savings, and 
could also retlect the case where induced 
exports are greater than induced imports. 
Analysing the latter case would be partic¬ 
ularly fruitful because of the current empha¬ 
sis on export led growth. Secondly, the 
quantity vanable u is output normalised by 
capital, as our period of reference is the 
medium-run. This also has the advantage of 
removing those sources of instability that 
affect both output and the capital stock. 

The other variable in the figure is the price 
cost margin, or mark-up, t. This is also the 
profit share and therefore directly enters 
both the investment and savings elisions. 
Using this variable it is easy to model the 
dynamics of adjustment. In the modem 
literature a number of papers [see for ex¬ 
ample, Rotemberg and Woodford 1993] 
model Keynesian effects using the price 
marginal cost ratio. This is.polirive under 
monopolistic competition, and in equili¬ 
brium would just cover fixed c<Mts associ¬ 
ated with product varieties, so that excess 


profits are zero. The two measures of mark¬ 
up are monotonically related so that they can 
be used interchangeably. A dynamic anal¬ 
ysis based on the profit share has the ad¬ 
vantage that it is not restricted to a specific 
industry structure and therefore is more 
general. While monopolistic competition is 
possible it is not necessary. However, some 
form of imperfect competition is required, 
but as Arrow (1959) remarked long ago, out 
of equilibnum any firm has some market 
power. The mark-up can be covering the 
costs associated with excess capacity ansing 
from the dynamics. A separate category of 
fixed costs IS not then needed. 

In the case of induced spending exceeding 
induced leakage, output would tend to in¬ 
crease without bound above and fall below 
the IS curve. Convexity restrictions that 
keep the mark-up within bounds, and cause 
It to move countercyclically with respect to 
changes in u, generate the supply relation 
in Figure 1. This is derived by profit 
maximisation over the different expected 
adjustment paths, by the profit maximising 
firm. It gives the combination of u and i that 
maximise profits for the firm. With such a 
mark-up adjustment rule, stable adjustment 
or medium-run growth paths exist. These 
switch from high growth paths approaching 
the 'good* equilibrium to those leading 
to the ‘bad* equilibnum E,. In the former 
(latter), capacity utilisation is high, the level 
of the ma^-up is lower (higher). On high 
(low) growth paths the mark-up is falling 
(rising). A switch from one to the other or 
bifurcation in the dynamic flow is caused 
by a change in the parameters determining 
net induced spending. The parameter change, 
in turn can be caused by an endogenous 
amplification of exogenous shocks due to 
structural features of the model. In a labour 
surplus economy, steady-state growth with 
excess capacity can occur in both the equi¬ 
libria. At the same time agents would have 
no incentive to change their behaviour. The 
model is developed in greater detail in Goyal 
(1993b, 1994a, 1994b). 

The adjustment in mark-ups outlined above 
ensures a stable IScurve in the real interest 
rate, r, and t space in Figum 2. The curve 
is downward sloping for die standard rea¬ 
sons. The stress on the medium nin^ which 
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means that the nominal rate of interest has be handled as an upward shift ot the LM 
time to adjust to the rate of inflation, features curve, and would constitute a supply shock, 

of the credit market such as credit rationing, The downward shift of the IS curve with 

stylized empirical facts such as the relative inflation sketched in the paragraph above 

constancy of the real rate of interest, its generates the downward sloping aggregate 

exogeniety in an open economy, and pure demand curve in n and u space. The adjust- 

analytical convenience justify the flat LM ments in t discussed in connection with 

curve. It refers to equilibrium in the credit Figure 1 ensure that this, again, is always 

rather than the money market and implies stable. 

that it is not necessary for r to rise with u In standard macro-economic textbooks 
for emdit market equilibrium to occur or for [see for example Domhusch and Fi.scher 

Iherequtredsupply of credittobeforthcom- 1990), the aggregate supply is denved from 

Ing. Another reason justifying this is the three components. A production function, 

stnictufo of the Indian economy. As India afixedmark-uponlabourcQsts.andaPhilltps 

is a democracy without widespread index- curve. The first enables output to be linked 

ation of wages the government is highly to employment or unemployment, the third 

inflation sensitive. The credit squeeze that provides the link from nominal wage infla- 

iccompaqies relatively high inflation rates tion to unemployment, and the second trans- 

nonnally takes the form of a direct reduction lates wage inflation into price inflation. The 

in inve^ent rather than a rise in real in- result is an upward sloping aggregate supply 

tercst rates. curve along which inflation must rise to 

One mechanism through which this can make possible an increase in output. The 
occur is the cut in public investment and trade-offbetween inflation and output which 

reduction in private investment through the is incorporated in the Phillips curve is sup- 

eomplementarity links between the two. The posed to vanish in the long run. leading to 

1$ curve in Figure 2 would shift downwards a long-run supply curve that is vertical at 

with a rise in inflation, n. Another mech- the potential output level, 

anism leading to such a shift is the fact that. In deriving our supply curve we modify 
in a oountiy with low levels of per capita each component somewhat. A production 

Income and an average two-thirds of the flinction with constant returns to scale in the 

buAm spent on food, inflation leads to an reproducible factor of production capital, 

in the share of food in expend)- gives a constant capital output ratio u- at full 

turn Md contraction in that of non-food capacity utilisation. Using an efficiency 

items. An exogenous riaa in r can, however, wages rationalisation so that it pays the Arm 


we the ime of (nllatloii m 

expeomdinflatkmiu^ 
is justified from the micro-fbtiiidmkmi 
perspective with the stresson flim deetsiofis, 
surplus labour so that the labour supply is 
elastic, the medium^run so that nominal 
wages have time to a<yust and the perspec¬ 
tive from a developing economy with low 
per capita incomes, and with more than two- 
thirds of the budget spent on food. 

The dynamics outlined earlier jn this 
section give rise to multiple equilibria with 
a high and a low equilibrium value of and 
a countercyclical movement of x in between. 
Making allowances for excess capacity so 
that factors are paid less than their marginal 
products to cover the costs of this excess 
capacity, and substituting the t relations in 
the production function, we get an aggregate 
supply curve that is flat or has a mild 
downward slope, until u- is reached. The 
countercyclical movement of x strengthens 
the coefficient ot u and imparts the down¬ 
ward slope. While it removes x from the 
aggregate supply curve, the latter does, 
however, retain x* as an argument. Goyal 
(1995) contains forma) derivations of these 
results 

A rise in x* would mean that the equi¬ 
librium tixed cost IS higher and would re¬ 
quire a rise in the price level to oftset it. As 
this works through lags in the system and 
eftects on expectations of inflation, it would 
translate into a higher core rate of inflation 
or an upward shift in the aggregate supply 
curve. Any other supply shock would have 
a similar effect. On the adjustment trajec- 
lone.s the countercyclical movement of x 
tend.s to moderate fluctuations in the profit 
rate, xu. Changes in investment or entry of 
firm.s removes excess profits until they are 
zero in equilibrium. 

The efficiency wage hypothesis together 
with the medium-run perspective, so that the 
real wage is constant in terms of food prices,^ 
leads to a moderation in the downward shift 
of the IS curve due to the inelasticity of 
demand for food effect discussed earlier. 
While the slope of the AD curve may be 
smaller, the other causes would still ensure 
that it is downward sloping. Even if nominal 
wages do not rise in step with food prices, 
some inflation would still occur as mark-ups 
rose due to falling demand. 

The interesting thing is the nature of the 
restrictions placed on the shifts in the two 
curves from our theoretical analysis. The 
AD curve has x as an argument As we can 
see, in Figure 1, along the trajectories u falls 
as X rises, so that the AD curve would 
continuously shift down as long as % is 
rising. Since a rising x approaches an equi¬ 
librium with ahigher t*, the AS curve would 
also shift up. The shift would be compound¬ 
ed by the rising nominal wages and faUing 
productivity ifa^ normally accompany such 
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a state Any externality earned by capital 
acciimulation, as in current theories of 
endogenous growth, would lower produc> 
tivity growth in periods ol low capital ac¬ 
cumulation. 

Such a synchronisation of shifts in the two 
curves gives us a reverse Phillips curve, or 
the bold line iirFigure We call it a Phillips 
curve because it is a relationship between 
a nominal and a real vanable. While the 
empirical relationship Phillips originally 
found was between the unemployment rale 
and the rate of wage inflation, modem Phillips 
curves lend to depict the relationship be¬ 
tween the rate of price inflation and a potential 
output vanable The reason, particularly 
compelling in a developing economy, is that 
structural diversity and changes in the labour 
market, tend to vitiate clear relationships 
involving the unemployment rate at the macro 
level At the latter, the unemployment rate 
of capiUfK such as we use is perhaps more 
satisfactory 

In addition, there has been wide con¬ 
siderable dissatisfaction with the Phillips 
curve Two reasons for this arc specially 
relevant to us. Firstly, the questionable micro- 
foundations. Whose behaviour does the 
Phillips curve represent^ Secondly, with the 
standard fonnulation, policy cannot affect 
the average level of the output gap over the 
long-nin if deviations in the rate of inflation 
average out. 

The rational expectation school sought to 
derive the Phillips curve from the labour 
supply decision under a misperception of 
changes in relative wages. The long-run 
Phillips curve was expected to be vertical. 
Apart from other problems with it. this for¬ 
mulation is not very useful for a dualistlc 
surplus labour economy. As regards the 
second issue. Summers (1991) has aigued 
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that only if there are multiple equilibria can 
the effects of demand shocks persist. If there 
is a unique market clearing equilibrium, 
fluctuations around it would tend to cancel 
out, leaving the trend rate of growth unaf¬ 
fected. The discovery, in modern empincal 
work with time senes, that growth itself is 
fluctuating, drove the supply siders to the 
conclusion that shocks to technology ex¬ 
plain this pattern It is difficult, however, to 
accept a penodic dc.stmction in technology. 

The multiple equtlibna in ratio variables 
together with externalities earned by capital 
stocks, in our model, allow persLstent effects 
of shocks on both the level and rate of 
growth of output Further, the reverse Phillips 
curve IS obtained from the decisions of 
maximising lirms 


III 

Applications to SAP 

Blanchard and Quah (1989) note that once 
It IS recognised that growth itself can occur 
in the form of fluctuations there are infinite¬ 
ly many ways to decompose an output senes 
into persistent (affecting growth) and tem¬ 
porary fluctuations By making the assump- 
tidn that persistent shocks affect output but 
not the unemployment rate in the long-run, 
and temporary shocks affect neither in the 
long-run they use the joku behaviour of 
GNP and unemployment to do the decom¬ 
position. 

Our model suggeststhat the joint behaviour 
of T,u and Tcbe usedtomakeadecomposhion 
that would be more valid for the Indian 
economy. The theoretical analysts tells us 
that while the market equilibrium curves of 
Figure 1 would be unchanged in the long- 
run those of Figure 3 would shift Persistent 
shocks would lead to endogenous demand 


e to a ^bid* eqiiilibtitidi iM USm 


A richer classification of shodtea li ilio 
possible. The supply relation in nguio I 
will not shift in response to prochicdidty 
shocks if there is competitive entry driving 
excess profits to zero. Productivity gains 
would, in the medtum-run, be passed on to 
workers. The curve would, however, shift 
inward if there is a fall in aggregate mono* 
poly power, corporate taxes, real interest 
rates, price of raw materials, or cost of infra¬ 
structure. 

Demand shocks can include changes in 
consumption, investment or net exports. 
While exogenous shifts of the demand 
curve in Figure 1 are not likely to persist into 
the medium-run, any shocks that lead to 
induced demand changes and a bifurcation 
in the dynamic flow wil] lead to shifts in 
the demand curves in Figures 2 and 3, and 
have persistent effects on real and nominal 
variables. 

As an example of its working we illustrate 
how the model helps us to classify the shocks 
associated with the SAP, and to indicate 
their likely effects. 

Let us try to organise tlje difterent de¬ 
ments of the SAP as it has occurred in the 
Indian economy, over the last three years, 
using our analytical apparatus. There were 
adverse supply shocks in the initial years of 
the SAP. The steep devaluation in 1991-9^ 
raised the costs of imports and a rise in 
interest rates and agricultural prices had a 
similar impact on costs of productioh. This 
was compounded on the demand side, by 
India's time honoured response to inflation¬ 
ary conditions - a cut back in public invest¬ 
ment, and stagnating private investmefit. 
The rise in agnculturd prices combing 
with a lagged adjustment of wages decreased 
demand for industrial consumer goods. 
Exports did not respond immediately. India 
was firmly set on the low growth trajectoiy. 

Many ofthechanges, however, Were meant« 
to provoke improvements in effictency and 
competitiveness. Restructuring and 
rationalisation resorted to by many firms 
have led to a fall in costs and a rise in 
productivity. By 1994, some elements such 
as reduction tn tax rates, lowering of coats 
associated with quantitative restrictions, new 
international norms of calculation of depie* 
ciatton allowances, the ability to switch to 
foreign lower interest cost sources of funds, 
have meant a dir^t reduction in costs to the 
firm. 

The Economic Times, November 28,1994 
reports, that net profits rose 102.5 per cent 
in the six months ending Septemb^ 1994, 
compared to 14 percent for the previous aix 
months. Even more heartening is the fact 
that sales have increased 28.1 percent in the 
former period compared to only in the 
latter penod. It remains true that as yet the 
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iprowth in profitability far exceeds that in documented the complementarity between 
tales. Depending on what happens to mo- public and private investment, especially in 
nopoly power, the decrease in costs could developing countries [Fischer 1991]. 
be pasB^ on to the consumer. The factors (iv) The belief of the reformers seems to 
making for falling prices probably outweigh be that a rise in savings/credit available will 

those temhng to increase costs. However, automatically translate itself into a rise in 
looking at the demand categories, we have private investment. This seems clearly con- 
less treason to be optimistic. founded by the happenings in 1994, where 

Hismrically, public investment has ac- large cash surpluses with firms were being 

counted for a laige percentage of total in- used to retire debt or seek profitable shon- 

veattfient. The freeze in this following the term investments rather than raise physical 

pMlosophy of minimising government in- investment. 

terventfop, amounts to an adverse multipli- Firms were able to tap low cost sources 
jpadve simek to aggregate demand in Fig- of funds from abroad, wnd substitute these 

Ure 2. The 1995 budget carries on the policy for high cost domestic debt. Banks instead 

of lowering real expenditure on capital for- of lending funds released from the cut in 

mation by the government. The supply SLR to the private sector, were voluntarily 

siderB who believe in financial crowding holding excess government treasury bills 

out, maintain that the ground vacated by the amounting to Rs 24,500 crore, partly for 

government will be immediately taken lack of demand from the private sector. 

0v«sr by private investment. However, there The upswing in commercial bank lending 

m a number of reasons why this has not to private industry in 1995, coinciding with 

occurred. the recovery in industrial growth, shows 

(I) Jhe high interest tptes and stringent once more that credit in India frequently 

cr^it restrictions associated with the accommodates demand [Rakshit 1994 

stabiiisation and inflation control, dominat- makes a similar point]. While bank credit to 

Inl; in theearly period of stabilisation, meant the commercial sector was only Rs 6,436 

a rise in the cost of borrowing for Bnns. crore over March 31 1993 to January 21, 

(ii) Hie cut in demand, the worsening of 1994, over the same period in 1994-95 it 

infrattiuclitfofacilillo6,theuriiisati wasRs 25,326 crore [Ecam 0 mic Survey 

option to ^wnlt and see’ in a period of stnio- 1994-95]. 

Hind change and uncertainty, can lead to a While some increase in eamrts has taken 

.decelerition of private investment also.’ placesiiioe I994,thtstslargnly in low value 

(iii) ^Cross-counliy studies have widely added items and in agricultufal commodi- 


ill Mwik 
marnifoetums. 

Bxpendittire switching polides, that weak 
by getting the prices rii^, e g, devaluation ^ 
of the exchange rate, and reduction of tariff 
barriers, are insufficient without industry 
policies that raise the competitiveness of 
exports, through lowering costs. In the real 
world with limited ex-post flexibility, old 
dedicated capital cannot become more ef- 
ficiem without considerable in vestmenLmid 
facilitation of technology absorption. 
Rodrick (1994) recently argues that in Korea 
and Taiwan export growth followed high 
growth caused by investment incentives 
rather than the other way around as is 
normally believed. Policies that work through 
lowering domestic absorption, are likely to 
be counter-productive, by lowering dome¬ 
stic output, rather than raising exports. 

Excise and income tax cuts, the boom in 
consumer credit, and the wealth apprecia¬ 
tion caused by capital inflows, has led to a 
rise in consumer expenditure.^ but this is not 
sustainable in the long-run if it means a 
reduction in the domestic savings ratio. 
Savings and investment ratios were about 
20 per cent in 1993-94 compared to around 
23 per cent in 1990-91. Tlicrc could be 
problems of repayment in the long-run. The 
savings ratio does rise with growth in in¬ 
dustry. If there is a relaxation in impprt 
restrictions on consumer goods, the con¬ 
sumption increase could be dissipated in 
imports, at least in the short-nin, moderating 
the demand stimulus for domestic industry. 

While not even all supply-side policies 
have been acting in the same direction, some 
demand side policies have been definitely 
countering positive supply-side shocks. The 
nascent industrial recovery cannot be 
secure unless inflation falls, and there is an 
appreciable rise in investment. The former 
tn India is closely linked to agricultural 
prices. 

IV 

Inflation^ Investment and Inflows 

The inverse Phillips curve we have ob- * 
tained suggests that over the medium-run 
inflation will be higher in periods of lower 
growth. It arises from the stnicture of the 
Indian economy. A period of rising prices 
tends to be one in which demand is reduced, 
and not necessarily through a rise in interest 
rates, or a reduction in money supply. The 
latter is more a consequence of the cut in 
demand. There is a complementarity in key 
relative prices in the system. The piofit rate 
tu, real wages, and the agricultural tenns of 
trade’ both tend to rise and fall togetheTi over 
the medium-run. A cut in demand causes a 
rise in the mark-up, which further fuels 
inflation.Theie can ^periods where growth 
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be the ttaie n^quhied for the a^sonent af 
prices end tor Inflationary e^cpectations to 
coaled* Our analysis would however, hold 
in the ^medium nin. 

Table 1 provides some evidence suppoit- 
ingour hypothesis. The average growth rates 
for the ]9S0s aOd 1990s clearly show the 
inverse relationship between growth and 
inflation, although it might not hold for 
individual years. The crisis years of 1989* 
90 have bem left out of the averages. Table 
2 shows that the contnbution of pnmary 
commodities to inflation has generally far 
exceeded their weight in the WPf, It is dear 
that the contribution of manufacturing pric¬ 
es to the price nse has been higher in the 
third and fourth years of the SAP, as the 
initial large increments in agricultural pnees 
were passed through the system, lliis is 
consistent with the predictions of our me- 
dium-nin analysis, t^ing account of lags in 
the adjustment of industnal prices. There are 
two points to note about 1994-95. First, the 
inflation in manufactured products has been 
tapering down through the year. It was 3.1 
per cent in the first quarter and 0.4 per cent 
in the last. Second, pnmary commodities are 
flanng up once more, led this time by non¬ 
food articles. Will this lead to a vicious cycle 
in which non-agr)cultural prices will also 
flare up, in spite of high growth? 

What IS the prognosis for inflation"^ The 
link between agncultural prices, the opening 
out of the economy and demand is very 
important. In a country where approximate¬ 
ly two-thirds of the budget share is spent on 
food, agricultural pnees are the most impor¬ 
tant cost push factor. By failing to recognise 


me iipuKmiiniQn 
wincoiutamprM»ihH«to 

The rationale given for (he toMri ihaip 
increases tn agricultural prices was tlMt She 
agricultural sector is discrimtnaied against 
as agricultural prices are below world pne- 
At fhs SIC time u was necessary to 
maintain MHMtam real exchange rate after 
(he initial dewiluation, to ensure the com¬ 
petitiveness exports in the new export led 
strategy. As the rise in agncultural prices 
contributes to u higher inflation rate, how¬ 
ever, a real appreciation of the exchange rate 
occurs. This makes necessary a further 
devaluation, and so the vicious cycle con¬ 
tinues. 

A devaluation of the nipee is widely feared 
in 1995, as the inflation differential has 
meant a real depreciation. Unlike the Latin 
American countries, India’s trade share is 
‘small, so that the exchange rate is not by 
Itself the nominal standard. A devaluation 
by Itself IS not immediately passed through 
in a higher rate of inflation. Even so, ag¬ 
ncultural prices are a nominal standard and 
linking them to the exchange rate converts 
the latter into a nominal standard. India will 
only be able to afford dollar pnees for food 
when the huge concentration below the 
poverty line disappears.* After successive 
rises in foodgrain prices, stocks with the 
government have reached 37 million tonnes 
in 1994, against an optimum of about 10 
million tonnes, indicating an erosion of 
purchasing power 

Contranwise, a lower rate of inflation in 
agncultural pnees would accompany rising 
u, real wages,^ and falling x from the ad¬ 
justments in the sectoral excess demands. 


im mom me raimvepricoor 1 ^^ 
commodities would actually it riaiog^ 
Accepting a slower ri^fe in nondnOi 
rural prices would thcpi actually be in tbehesi 
interests of fanners. The beneftts of a rise 
in nominal agricuKural prices would be 
frittered away in the medium run. 

Further incentives could be given to them 
m the form of a rise in public investments 
in agriculture, this would lower thdr costs, 
and by developing the required infrastruc¬ 
ture permit a partial diversion to select high 
value export crops. This will also help to 
solve our second problem of maintaining 
high investment. Private investment in 
agriculture follows public {Ganesh Kumar 
1992]. Investment is acutely required to 
improve productivity in non-cereal food 
articles. Such a strategy by expanding non¬ 
farm rural employment opportunities will 
help to raise labour productivity in agricul- » 
ture. In the average Chinese village farm 
income comprises as little as 1 per cent of 
total household income. 


TAfttE 2* CoNTiusimoN TO Inflation 


Year 

Pnmary Articles 
(Weight 32.3 
Percent) 

Manufactunng 
(Weight 57.04 
Percent) 

199091 

40.07 

47.84 

1991-92 

42.84 

47.22 

1992-93 

25.96 

59.87 

1993-94 

30.00 

52.41 

1994-95 

43.80 

57.70 

(1994-95*) 

(13.7) 

(9.0) ‘ 


Note- * The last row gives the percentage price 
nse on a point-to-point basis. 

Source: Economic Survey 1994*95 and Panda 
(1995). 


Table 1. Growth and Inflation in India 


• 

Year 



In 1980-81 Pnees at Factor Cost 




1981-82 « 100. average of weeks_ 


GDP 

Pnmary Sector GDP 

GDP Non-Agncultuie 

Prices of Primary 
Articles 
Weight 32.3 

Prices of 
Manufactunng 
Articles 

Weiaht 57.04 

WPI Growth Rate 
Percent 

in Crores 

Growth Rate 
Per Cent 

in Crores 

Growth Rate 
Percent 

in Crores 

Growth Rate 
Per Cent 

WPI 

Growth Rale 
Percent 

1980-81 

122427 


48536 


73891 






198 U82 

129889 

6.10 

51547 

6.20 

78342 

6.02 

100 


100 


1982-83 

133915 

3.10 

51190 

-69 

82725 

5.59 

107 

7.00 

104 

4.00 

1983-84 

144865 

8.18 

56531 

10.43 

88334 

6.78 

118 

10.28 

110 

5.77 

1984-85 

150433 

3.84 

56547 

03 

93886 

6.29 

126 

6.78 

118 

7,27 

1985-86 

156566 

4.08 

56841 

.52 

99725 

6.22 

126 

0 

124 

5,08 

1986-87 

163271 

4.28 

56259 

-1 02 

107012 

7.31 

137 

8.73 

129 

4.03 

1987-88 

170322 

4 32 

56559 

.53 

113763 

6.31 

153 

1168 

139 

7.75 

1988-89 

188462 

10.65 

65756 

16 26 

122706 

7.86 

160 

4.58 

152 

9.35 

Annual Avcfage 


5.57 


4.03 


6.SS 


7.01 


6.18 

1981-1989 











1989-90 

2014S3 

6.89 

67064 

1.99 

134389 

9.52 • 

164 

2.50 

169 

11.18 

1990-91 

212276 

540 

69860 

4.17 

142416 

5.97 

185 

12.80 

183 

8.28 

1991-92 

214156 

0.90 

68570 

-1 80 

145586 

2.23 

218 

17.84 

203 

10.93 

1992-93 

223438 

4J0 

71889 

4.80 

151549 

4.10 

235 

7.80 

226 

11.33 

1993-94 

233042 

4.30 

74089 

3.10 

158953 

4.89 

251 

6.80 

243 

15 

Annual Avenge 


3.17 


2.03 


3.74 


10,80 


9.92 

1991-1904 












Source: OmpeM ftom Survey, various issuM. 
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Whitelfaegovanmentfoiiii^ 
infeasible to tie a redaction in anbsidiea to 
Bgricultnre with arise ibpftociiie^^ 
tying the fonner to a riiie in public invest* 
tnent might have gtealer political accept¬ 
ability. Ibcbwerrateofinflationmay imply 
adesirablerealdtpreeiationofthcexchange 
rate that would atamulate exporu. 

" It is well recognised that the initial asset 
rediriribution aided in the shifting of south¬ 
east Aeian economies on to high growth 
paths. Those that underwent liberalisation 
policiesdidsoatmucbhigheraverageincome 
ievelsin agriculture. While assetredistribu- 
tion and investment in human capital are 
highly desirable policies, the first is perhaps 
politically infeasible and the second will 
fructify only in the long run. Our initial 
conditions arc different, and the closest we 
can come toemulating successful south-east 
Asian policies in agriculture and achieving 
results in the medium run, is to take steps 
to raise investment in agriculture. 

How is public sector investment to be 
raised when public finances are in such 
disarray and public debt is mounting? 
Another way in which India is different from 
Latin America is inthe absenceof theextreme 
degree of income distributional conflict, 
indexation and governmental accommoda¬ 
tion witnessed there. It is often not realised 
that the obsessive concern witli the fiscal 
deficit*^ is a fall-out from an unthinking 
application of analysis developed fot I .attr 
America^ to India. Stabilisation in many 
high inflation countries brought down infla¬ 
tion to 15-20 per cent. India starts from 
below the latter figure." 

Even though its effect on inflation is 
debatable, the fiscal deficit has to be con¬ 
trolled in amore open economy. It is regard¬ 
ed as a signal variable signifying potential 
loss of control and future inflation, and thus 
adversely affecting foreign inflows. Even 
80 , these same foreign inflows, and the 
deepening of capital maikets associated 
with financial reforms create other op¬ 
portunities. 

In the late 1970s there was a sharp rise 
in remittances flowing to the Indian econ¬ 
omy. that led initially to a steep accumula¬ 
tion of foreign exchange reserves. The sim¬ 
ilarity to cunent circumstances is obvious. 
The reserves were utilised partly by an 
exp4nsion in public investment that contri¬ 
buted to the favourable gtovirth of the 80s 
[Ooyal 1993a]. 

The public investment, however, was 
financed by borrowing. The explosion in 
public debt was unsustainable becauseof the 
low returns tom public investment and the 
rising burden of interest payments, especial¬ 
ly in a liberalised environment whm the 
goVMmment can no longer count on captive 
fipancing at tow interest rates. The govem- 
nf/eni should follpw astvategy of generalised 
substkcitton of equity fmr debt, together with 
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that are eittia intrinsically, or at least so¬ 
cially more profitable. Side of equify in 
some, and of assets in other public sector 
enterprises, .together with high and growing 
new sector investment partly foanoed 

by ft^h equity issue will meet these objec¬ 
tives, help to utilise foreign infiowsproduc- 
tivcly, and generate the favourable growth 
dynamics outlined earlier in the paper. 

At the same time tax and other incentives 
should be given lo raise private investment 
rather than consumption. Fiscal austerity 
should also be enforced. Itshould, hovfever, 
take the form of narrowing the revenue 
deficit by lowering unproductive expendi¬ 
tures. Arguments that seek to use a sale of 
public sector assets to reduce the fiscal deficit 
by paying off government debt, are flawed. 
Vtliile this policy would reduce interest 
payments m^e by the government, it would 
m^e no contribution towards raising the 
rate of growth. Policies that raised the rate 
of growth would painlessly reduce the fiscal 
deficit as tax revenues improved. It is only 
if the rate of interest in an economy exceeds 
its per capita rate of growth that there is a 
possibility that a bubble such as public debt 
might explode. 

All over the world private investment 
accounts for only about 7 per cent of infra¬ 
structure investment. Ihe privatisation de¬ 
bate has focused on the stock of public sector 
capital, its ownership and efficiency. Public 


In &tiiictiveibfe]&ia9fovm 
tfvifyof both public and private cafutaL and 
m expanding aiqiply atag with dmmmd, 
and diciiefare leading to viable growth, hat 
not been appreciated. High public invest¬ 
ment is compatible with a stock of public 
sector assets that is «3q>aidi]ig< contractmg 
or constant 

V i 

Condnaion \ 

There ore a number of ways in which] 
policies can be inconsistent. If they try to| 
work against individual incentives, or ob-j 
jectives conflict if dynamic or long-ruoi 
effects differ firom short-run ones, or struc-j 
tural features of the economy are ignored; 
In this paper, examining these features al; 
lows us to isolate more dimensions in which 
policies could be neutralising each other. If 
all the framework did was to help in das 
sificadon, it would not be .so usehil. It can 
also help in suggesting efficiency enhancinj 
modificadons to the SAP, ensuring tbs 
policies should not be at cross purposes ani 
act in concert to shift the economy to ahigi 
growth path. 

Currently the economy is poised on i 
knife edge. If a tradidonal contractionar 
monetary regime is enforced to contra 
infladon, without understanding the com 
plex Ways in which demand and suppl 
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««mmv im wwDiniA 

A, «t»l^ fill exifis, through wMih 
coogfoalwntttiWes ia the eyttem am be 
ami adyuttiiiett 

nn^ com. Ih bathtional dual econmiy 
modelaoftlmlxuda-KaIoddvaiieiy,|Hr^ 
an uiiieeaed at the gricea of wage goods 
rise. In the former it woifcs thiou^ the 
n^lily side and ih die latter throi^ the 
denumd side, hi the modd m this paper, 
demand ted dynamics, streiigthen^ by 
externalities, make multiple equilibria and 
oo-operadve sohittens possible, as againat 
the Marxist predicament of conflict and 
exploitation. Even so, thestress on the supply 
decisions of the firm and dynamics 
echoes the Marxian tradition of competing 
capitalists 

Comptementanties mean that sacrifices 
are only superfiaai uid transient interest 
groups must not cavil at some group getting 
more than they are, and by laying aside 
habitual cyniasm, suspicion and criticism, 
give India a chance. Surely this would be 
easier to do when it is recogmsed that 
an can benefit, and that the weak and vul¬ 
nerable would be protected A SAP if it 
enhances development need not be at any¬ 
one’s cost 
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rSome of the Kten m this paper were presented 
it the workshop on Applied Development Eco¬ 
nomics it the Centre for Development Econom- 
ICS at the Delhi School of Economics and at the 
Indian Economic Service traimnig profnunme 
at lOIDR Useful comments followed I thank 
Shndhar Dash fbr computational assistance, and 
acimwiedfe iheatmoqihere at lOIDR where all 
kiads of tdeas can be finely discussed] 


1 To match die model to the problem IS an art 
Without a suitable model we swim in a sea 
of Ckii, which either cannot be unerpreled, 
or else can support any prejudice A model 
may not entirely elinniiaie the latter, but at 
least makes the prooess more siMe 

2 In the short nui wanes may well fyi Theidea 
of makmg such an aiaum^on is to stress the 
i mport an ce of the retanon of wi^res to food 
prkna in a democncy. with a hufe number 
of the vuiy poor Gountnea react very differ- 
midy to stahilisitkin pohctti, 4t ffF^fM fr T> g on 
fhair labour maiket insdcimoiis and wage 
responae, For people at the maifin dieit is 
the real poreibility of pauperisation, foremg 
then re drop out of lire lalKiur force* This tt 
a seprenire analytical questioii, pouiting to the 
neoiasiiy of adequare safety nets* 

3 A nnihiNreof papers have reecod 
hysrereUi or in piivaie investnieiit m 
penodi of gnarer uncertainty, using the 
eonoaplof'option vilud^ re to sredk nrerkeii 
^ Ohdt imi} for a survey 


n siaidiiaattoii episocie In 
with hyper4nllalioo this partly 
ai|fiilisedhy a fiiu to ihi toHi)*^[i**t tea* sM 


f toPHtoded 

rtrectreob to demand lisreh ^ 

toverttoetotoiucharerefevllto,1teslr^^ 
of inosanves should be ehtotgid re fevotfer 
tovestment mther than constttopdon 
The lertre of traife have shown a flnetii^^ 

C m to todia (see Ni^atoi 199(9 Wtoi the 
tothe iPdosbeingnearthittothe 19aos 
It IS possible to explam dns by the pattern 
of sectcNul prodttcttvtty shocks. Engel 
elMticitiei, and the switchliig of the economy 
firom trajectories b to a and vice verre 
1 International expenenoe with inflation and 
growth gives a mixed picnire Hyper^ 
inflationary episodes are always neconma- 
med by tow growth, the Afiru» counines 
show tow growth and low inflation, but the 
nuyonty of very high growth countries in 
soudwaast Asia have very low inflation The 
exception is recem expenence in China, 
probably explained by the peculianties of the 
socialist soft budget and lack of monetary 
controls 


7 There are many possible definitions of fair¬ 
ness A major one m india should be domestic 
purchasing power and the share of the average 
budget spent on food If our dynamic story 
IS light, chasing intemational prices for basic 
food Items would be like chasing a chimera 
that would only fuel inflation until per capita 
producuvity nses As protection levels for 
manufacturing and overvaluatian of the ex¬ 
change rate are coming down with 
liberalisation asymmetric treatment of the 
two sectors is reducing Further, agnculfure 
continues to receive many subsidies, so that 
comparison of border pnees is not the only 
entenon for fairness In contrast to other 


countnes at similar levels of development, 
the agricultural producer lobby has been 


dominant in India 

8 Anderson (1994 p 17) computes from the 
historical expenence of high income coun 
tries that, for a country that would be self- 
suffictent in food in a world of free trade, 
the switchover from taxing to assisting ag- 
nculture directly would occur when its per 
capita income reaches 2 6 times the global 
average income If this can be taken to 
imply that inrernational grain pnees reflect 
a purchasing power of about 3 times the 
world average, it is not surpnsmg that world 
grain pnees, on average, exceed Indian 
The major wheat exporters are high income 


countnes 

9 Vaidyanatlian(l994)pieseotssoniecvidence 
that real wages even in the informal sector 
were nsmg in the 19806, a penod of higher 
growth 

10 A mainstream economist such as Fischer 
(1991), currently director of the IMF, in a 
cross country study notes that the correlation 
between inflation and the budget surplus is 
pqsmve and thrt between the biuiget 

and investment is negative. The budget sur¬ 
plus also enters negativdy In leg^esstons for 
investment This is pnai^ if the normal 
crowding oat thesis is taken to be valid 

11 Bnino( 199?) points to the dtfliculty of start¬ 
ing growth alter stoUhsatfon episodes, and 
recognises the need to build to growth en- 
hoficiiig policies ft could be aigued that as 
tong as powth is tote niflaiion remains at 
tontole togits 
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EcfMMMiik RdScmn and Rate of Saving 

Research PouiidathiB 

This paper points out that the existing estimation procedures are likely to overestimate household saving and, m 
turn, overall domestic saving The possible sources of overestimatwn examined here are portfolio investment by Fils 
and private transfers from abroad The conclusion about overestimation of the rate of saving may be reinforced by 
other considerations such as year-end bunching of financial assets, apportionment of funds mobilised by UTI and 
other mutual funds, public deposits and company shareholdings of non-banking financial companies, treatment of 
household security deposits and adjustment of paid-up capital of companies for global security deposits 


THE objective of this note is to take a 
closer look at the behaviour of domestic 
saving and investment during the post¬ 
reform penod Official estimates suggest 
that during the past three years there has 
been a persistent decline in domestic saving 
and capital formation ratios When the 
government began macro-economic 
stabilisation in July 1991 and also initiated 
a medium-term strategy of structural 
adjustment, it vowed to break the vicious 
circle of large fiscal deficits leading to high 
levels of monetised deficit, expansion in 
money supply and acceleration in inflation 
rates, all of which in concert were said to 
have contnbuted to growing current account 
deficits in the balance of payments and also 
to unsustainable levels of government debt 
as well as extqj'nal indebtedness Any 
endunng solution to the problem of external 
payments imbalances, at a reasonably high- 
level of economic activity, requires high and 
growing ratios of domestic saving to GDP 
but what has happened in reality has been 
quite the contrary Reviewing the 
disappointing domestic saving scenano, the 
government of India's latest Economic 
Survey, 1994-95 sought to question the 
lenability ot the CSO's saving estimates 
themselves, particularly the decline in the 
absolute amount of household savings in 
1992-93 - a year in which the overall GDP 
growth rale rose from 0 9 per cent to 4 3 per 
cent and GDP from agnculture showed a 
sharp turn around from minus 2 5 per cent 
ioplusS 3 percent Therefore, theEconomir 
Survey secs the need for reviewing the 
methodology for estimating saving and 
capital formation in the economy As 
explained tn a later section, there is scope 
for taking a fresh look at some of the building 
blocks which constitute the edifice for the 
overall picture of domestic saving and capital 
formation in the country However, when 
such an exercise is undertaken, one cannot 
be certain that the overall domestic saving, 
or for that matter, household sector saving, 
would turn out to be higher than what is 
esumated at present 

There are fundamental factors relating to 
the evolving economic structure, societal 
propensity and policy framework, which 
have all combined to subdue domestic 
^vings m India in the recent penod, and it 
looks as thoiw^ ^ Indian economy is 


destined to face this situation in the medium- 
term While methodological questions no 
doubt require penodic review, a more basic 
enquiry should relate to the factors that 
have contributed to the given saving 
behaviour The Economic Survey chose to 
Ignore these, it instead sought an inquiry 
into the methodology We propose to raise 
these issues in ihis paper, though in a 
method of descriptive logic and not in 
terms of rigorous econometne exercises, as 
many of the behavioural issues or issues of 
even complex economic structure, in the 
absence of relevant data are not amenable 
to such exercises 

Section I below presents a review of the 
sectoral saving trends and raises certain 
methodological questions concerning the 
estimation of household saving in the 
form ot financial assets While many 
methodological questions have been raised 
in literature earlier this note seeks toexplain 
the implications, for household saving 
estimation of portfolio investment by foreign 
institutional investors (Fils) on the Indian 
stock exchanges and ot pnvate transfers 
from abroad Section II makes a review of 
the recent trends in capital formation Finally, 
Section III attempts a brief comparison of 
India s saving and investment levels with 
those of a few successful south-east Asian 
countries and makes an attempt to draw 
some lessons, it is these country expenences 
which bring out, in sharp contrast, the basic 
hindrances to stimulating domestic savings 
in India 

I 

Review of Saving Trends 

Relativi Stagnation 

As shown in Tables 1 and 2, the CSO's 
estimates of gross domestic saving (CDS) 
as percentage of GDP at current market 
pnees (GDPm) have steadily declined from 
the peak of23 Tpcrcentin 1990-91 to 20,0 
per cent in 1991-92 and achieved a 
fractional nsc to 20 2pes cent in 1993-94 
Over a longer period, the saving ratio has 
exhibited a chequered behaviour (Graph A) 
The country had once acquired (he image 
of a high-saving nation, with the gross 
domestic saving to GDP ratio touching a 
range of 21 to 23 per cent between 1976-77 


and 1980-81, that is, more than a decade and 
half ago (Table 1) This was followed by 
a penod of six years 1980-81 to 1986-87 
when the saving ratio hovered lower around 
18 to 20 per cent Again, relatively high 
savingratcsof 21 to 24 per cent were attained 
towards the end of the previous decade 
between 1987-88 and 1990-91, since then 
the rate has slid downwards ratherdistinctly 
Broadly, there have been two distinct 
phases in the behaviour of the domestic 
saving ratio Until 1978-79 the saving ratio 
showed a nsing trend but thereafter it has 
generally expenenced a relative stagnation 
Using log-linear equation system, it is found 
that the compound rate of growth of domestic 
saving in absolute terms in the second penod 
(1978-79 to 1993-94) at about 15 per cent 
per annum was higher than that of 12 7 per 
cent per annum in the first penod (1950-51 
to 1978-79) But, when the percentage ratio 
of saving to GDP is considered, the 
compound growth rate during the second 
penod dips to a minuscule 0 24 per cent per 
annum as against near 3 per cent per annum 
in the previous penod, the existence of a 
linear trend in the second penod GDS/GDP 
ratio is also truly questioned in the above 
formulation The absence of any nsing trend 
in the saving ratio in the second penod is 
furth&r reinforced when some measure of 
gross domestic saving in real terms' is 
considered for this purpose (Graph B) 
Econometne exercises have sought to 
explain aggregate saving behaviour 
primarily in terms of real income, though 
a host of other factors such as inter¬ 
sectoral distribution of national income, 
terms of trade between sectors, inflation 
rate, some assumed rate of interest, and even 
institutional factors such as the spread ot 
bank branches, have been found to be 
influencing total domestic saving (Mujumdar 
et al 1980] ^ But a more appropnate insight 
into saving trends can only be obtained at 
a disaggregated, sectoral level In this 
respect, even the two-sector classification 
into pnvate and public sector savings as 
has been proposed in the latest Economic 
Survey appears distinctly inadequate 
Instead, the traditional three-sector 
classification into household, private 
corporate and public sectors is certainly 
more illuminating Fhis is not to deny the 
fact, as u was pointed out m an earlier study 
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(Shetty 1990A], that to a significant extent 
there are inter-sectoral transfers and 
subsidisation as between the household 
sector, on theone hand, and private corporate 
and public sectors, on the other. The losses 
of public administration, for instance, may 
onanate from substantial subsidisation of 
household incomes and expenditure streams 
by the government; the private corporate 
sector is also said to be subsidising the 
expenditure streams (and hence the savings) 
of the household sector in a variety of ways. 
The two-sector classification can hardly be 
helpful in seeking an insight into the saving 
trends. 

The sectoral saving behaviour of the 
1980s exhibits certain distinct trends in the 
gbove respect. During the whole of the 
decade up to 1990-91, while household 
sector and private corporate sector savings 
experienced uptrend, public sector savings 
fell rather steadily. In the post-reform 
period, while the public sector has 
continued to suffer an erosion in us saving, 
and the private corporate sector a further 
recovery, household savings have suffered 
a severe setback. The household sector 
saving to GDP ratio had reacHed the peak 
of 20 per cent in 1990-91 but fell to 15.9 
per cent by 1993-94 and the public i^tor 
aaviitg ratio was l.Opercentin 1990-91 and 
2.1 per cent In 199N92 but fell to 0.2 per 
cent in 1993-94. However, during the same 
three-year period, the saving rate of private 
corporate sector, which had improved from 
abtmt ZO per cent to 2.7 per cent in ^ 
second half of the 1980s, rose further to4.0 
per cent by 1993-94. 


The focus of this paper is essentially on 
a few estimational issues concerning 
household saving and on the household 
saving behaviour. Nevertheless, a few 
observations on the behaviour of savings of 
public and private corporate sectors as a 
prelude to Ihe study of household sector 
saving are in order. 

Dissaving by Oovernmbnt Administration 

There is no doubt that constant erosion 
in public sector saving has contributed a 
great deal to the relative stagnation in 
aggregate domestic saving in the country. 
As may be seen in Table 3, a major cause 
for the rapid decline in the ratio of public 
sector saving in turn has been the 
mindboggling amounts ot revenue deficits 
of the centra] and state governments and 
consequently dissavings by the government 
administration. Thesedissavings, particuiariy 
dunng the second half of the 1980s, reflect 
a complex set of factors - inadequacy of 
resource mobilisation, vast tax concessions 
given in the face of the recent fiscal 
adjustment programmes, rapid increases in 
subsidies and their inequitable distribution, 
growing interest burden, quantum jump in 
defence expenditure in the mid-1980$, and 
the persistence of a high-level of 
administrative expenditures. The rising 
proportion of total government expenditufe 
eariparked for revenue account as 
distinguished from capital account has also 
contributed to these dissavings [For the role 
of special interest groups influencing 


and Sen (1993). Also, on state finances, see 
Bagchi, Bsyaj and Byrd (1992)]. Besides, 
the needs of the administrative departments 
for consumption of fixed capitiri is also 
sizeable, thus contributing to a further 
widening of their net dissavings (col 3 in 
Table 3). There is no gainsaying that a 
significant proportion of interest payments, 
fiscal concessions and subsidies would 
have gone to subsidise the income and 
expenditure streams of the household 
sector. 

To an extent, there have been increases 
in the savings of departmental as well as 
non-depaitmental enterprises in gross tcniis. 
but these have to be related to their saving 
potential after taking into account a 
reasonable return on their capital employed. 
Amongst the depaitmental enterprises, the 
communications sector has made a positive 
contribution to savings [see Table 2.14 in 
Government of India 1995]. Otherwise the 
railways, posts and other departmental 
enterprises such as the operation of gover¬ 
nment* s irrigation system, ordnance 
factories, printing presses, milk supply 
schemes, etc, have all failed to geiieiate 
enough savings even for the requireiiiefits 
of their own fixed capital cemsumpuon 
Amongst other factors, their failure 
recover user costs in public services ha& 
been known to be endemic [Muiufle and 
Rio 199i],Siiiiihuly,thenofHkpi^^ 
enierpriaei acem to jiiit 
gross savings enough m pto!^ fat ibetr 
consumption of fined capital. These 
weipnaesamalaoiimiliQiii^^ 


govemmeat expendiiufe patterns, see Run for thehr from lavtogi have asanwdaUy 
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emanated from public corporations in the 
financial sector *with the non-financtal 
enterpnses as a group persisting with their 
large dissavings after providing for 
depreciation In earlier years, public sector 
oil companies were generating significant 
surpluses, which have also dwindled to low 
levels in recent years The issues concerning 
the inadequacy of rates of return on capital 
invested in public enterprises, their 
productive efficiency and profitability are 
beyond the scope of this study 

A general observation which can be made 
with certainty is that without a fundamental 
paradigm shift in the overall society's 
attitude in favour ot disfavouring 
conspicuous consumption and promoting 
Adam Smithian frugality and accumulation, 
mere attempt to produce more saving at the 
public sector level, in particular by 
govemnfient administration, justifiable as it 
undoubtedly is, may nevertheless adversely 
affect household disposable incomes and in 
turn household saving 

Improved Corporaib Savings 

The private corporate sector has shown a 
significant improvement in its saving ratio 
in the most recent period The rate ranging 
from 3 to 4 percentage points attained dunng 
the past thf^ yeRrs has been htstoncally die 
highest for flie corporate sector. Even after 
allowing fbr a growing amount of prevision 
for capital consumption, the net saving ratio 
of thp prtvase corporate sector dunng die 


HH Savings in PA 

latest penod ranging from 1 4 to 1 8 per cent 
of GDP (Table 2) has been htstoncally the 
highest 

Interestingly the post>reform period has 
been the one when the manufacturing sector 
in India as also the financial system, faced 
severe recessionary conditions as a result of 
stabilisation and structural adjustment 
programmes Even so there has been an 
improvement in corporate profitability and 
savings but it has not been entirely attnbut- 
able to improvement in operating profits 
generated from manufactunng and other 
primary activities As may be seen in 
Table 4, gross profits as percentage of 
sales have not shown any remarkable nse, 
in fact, gross profits as percentage of capital 
employed have suffered a setback dunng 
the last three years 

Rapid increases in 'other income* and 
non-operating surpluses, on the one hand, 
and reduced incidence of depreciation, 
interest and other financial expenses, and 
corporation tax, on the other, have all 
combined to produce a quantum jump in 
profits retained (i e, savings) particularly in 
1993-94 Some of these additional sources 
of profit such as reduced tax burden, as also 
lower depreciation provision and interest 
cost, arise out of liberalisation policies and 
hence they may continue but the sources like 
'other income’ are truly tnmsItCMy in nature, 
the latter have contributed a great deal to 
the recent spurt in corporate profits For 
instance, in respect of Che saniple of 505 
IDBI-financed compantea, over 72 percent 


wiMaaii 19^91 and 
litmitiie increase m ^otber income’ ctadog 
the period, in the case of IClCl sampla^ it 
1 $ 68 per cent and for the CMIE sample, 
ft IS 51 per cent. On the whole«it cannot 
be said that the corporate sector has begun 
a phase of higher savings and improved 
intemally-generated funds 
Again, to an extent the recent improvement 
in corporate savings, in a static sense at any 
rate, is attributable to the loss of revenue by 
the government because of the reduced 
incidence of corporate taxation In the case 
of the said IDBI sample of companies, the 
gam in reduced tax provision for the 
companies due to the reduction in the 


Tablr 1 Trends in Gross Domes m Saving 


Year 

(1) 

Gross GDP al Savings 3 Yearly 
Domestic Current Ratio Moving 
Savings Market (2/3) Averages 
Pnccs 

(2) (3) (4) (5) 

(Rs Crorc) (Per Cent) 

1950 51 

975 

9366 

1041 


1951 52 

1005 

9%6 

10 08 

9 58 

1952 53 

806 

9774 

8 25 

8 36 

195^ 54 

922 

13638 

6 76 

8 49 

1954 55 

1054 

10073 

1046 

10 39 

1955 56 

1410 

10258 

1194 

12 50 

1956 57 

1599 

12217 

13 09 

12 63 

1957 58 

1370 

12598 

1(587 

il 33 

1958 59 

1409 

14034 

10 04 

10 95 

1959 60 

1765 

14793 

11 93 

11 57 

1960-61 

2063 

16201 

12 73 

12 28 

1961 62 

2093 

17177 

12 18 

12 77 

1962 63 

2476 

18476 

1340 

1296 

1963 64 

2826 

21237 

1331 

13 12 

1964 65 

3135 

24765 

12 66 

13 49 

1965 66 

3791 

26145 

14 50 

14 14 

1966 67 

4514 

29571 

15 26 

14 25 

1967 68 

449 ; 

34611 

12 99 

13 69 

1968 69 

4697 

36674 

1281 

13 59 

1969 70 

6044 

40387 

14 97 

14 50 

1970 71 

6783 

43163 

1571 

1564 

1971-72 

7508 

46257 

16 23 

15 77 

1972-73 

7833 

51005 

15 36 

16 68 

1973 74 

11432 

62007 

1844 

1706 

1974 75 

12726 

73235 

17 38 

18 26 

1975-76 

14928 

78761 

1895 

19 19 

1976-77 

18030 

84894 

21 24 

20 42 

1977 78 

20230 

96067 

21 06 

21 82 

1978-79 

24138 

104190 

23 17 

21 94 

1979 80 

24698 

114356 

21 60 

21 98 

1980-81 

28786 

I360n 

21 16 

20 85 

1981-82 

31597 

159760 

19 78 

19 97 

1982-83 

33774 

178132 

18 96 

19 22 

1983-84 

39294 

207589 

18 93 

1871 

1984-85 

42178 

231343 

18 23 

1899 

1985 86 

51933 

262243 

19 80 

1891 

1986 87 

54801 

292949 

1871 

1980 

1987 88 

69611 

333201 

20 90 

20 38 

1988-89 

85275 

395782 

21 55 

21 59 

1989-90 

101970 

456902 

22 32 

22 51 

1990-91 

126793 

535517 

23 68 

23 02 

1991-92 

142029 

616061 

23 05 

22 25 

1992-93 

140635 

702829 

2001 

2107 

l993-94«^ 

00 

786355 

2016 



Source Oovemroent of India (199^) 
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tncidtinodOftttxMcmbeti^^ 1990-91 and 
1993-94 worked out lo neariy 40 per cent 
of the sample compantes' retained earning 
in 1993*94 (estimated on the assumption 
that tax provi$ion as percentage of profits 
before tax remained unchanged between 
1990-91 and 1993-94); such benefits have 
been seen in all sample groups. 

Housbhou) Saving 

A remarkable aspect of the behaviour of 
total household saving ratio has been its 
long-term upward trend (see Graph C). 
However, the ratio is also known for quantum 
jumps during a cluster of years followed by 
prolonged stagnation; it happened during 
the second half of the 1970s when the house¬ 
hold saving to PDY ratio jumped from about 
13 to 14 per cent during the mid-1970s to 
around 19 to 21 per cent during the last three 
years of that decade ending 1980-81; there¬ 
after for about six years up to 1986-87 it 
remained at around 16 to 18 per cent (see 
Table 5). It was followed by a dramatic 
improvement during the second half of the 
I98()s when the ratio steadily went up from 


\1A per cem of PDY in lo 24,9 

percent in 1990-91. AgalOv has 
occurred a steady fall in the fitib to 19.3 
per cent in 1992-93 and to 19.9 pef cent in 
1993-94 - the levels that prevailed more than 
15 years ago towards the end of the 1970s, 
The fluctuating nature of household 
saving and hence the total gross domestic 
savings (CDS) ratio is reflected in the 
phase-wise behaviour of average and 
marginal propensities to save, as depicted 
in Table 6. The incremental GDS/GDPm 
ratio was 15.9 per cent during the period 
1981-82 to 1986-87 and shot up to 30.2 
per cent during the next four-year 
period 1987-88 to 1990-91 but again fell 
to 12.9 per cent during the last three years 
1991-92 to 1993-94. 'Fhis trend is greatly 
influenced by a similar behaviour seen in 
household sector saving. Marginal 
propensity to save ol the household sector 
with respect lo personal disposable income 
(PDY) has dropped lo an unusually low 
level of 9 per cent during the latest period 
from 34.2 per ceiu in 1987-88 to 1990-91 
or from 15.2 per cent during the period 
1981-82 to 1986-87. 


Atmmgstthetwocompcmeiitsofhotis^^ 
savings, it is the quantum jurqp altd 
subsequent declines in physicat 
formation that are responsible for a similar/ 
behaviour in total household savings* With 
household savings in the form of financial 
assets exhibiting a steady uptrend (Graph Q. 
Household .sector’s marginal propensity to 
save in physical assets with respect to PDY, 
was niggardly in the first perickl at about 2 
per cent, while in the last period it was 
negative at (-) 8.2 per cent. However, in the 
middle period there was the experience of 
a significant positive marginal propensity 
to save in physical assets at 22 per cent. 
The average propensity of the household 
sector to save in financial assets rose from 
8.7 per cent in 1980-81 to 1986-87 to about 
10 per cent in 1986-87 to 1990-91 and 
further to 11.7 per cent during the latest 
period 1991-92 to 1993-94; in incremental 
terms, the household propensity during the 
first two periods was al about 11.5-J 3 per 
cent and it rose to 17.9 per cent in the latest 
period. 

How real is the upward trend in the ratio 
of household sector saving in financial 


Tabi.k 2: Estimatf.s or DowfeSTir S a Vino by Sectors 


Year 


Gross Domestic Savinas 

Consumption of Fixed Capital 

Net Domestic Savings 


Household 

Seefbr 

(1) 

1 Private 
Corporate 
Sector 
(2) 

Public 

Sector 

<3) 

Household 
Total Sector i 

(l■f2+3) 

(4) (5) 

Private 

rorporaie 

Sector 

(6) 

Public 

Sector 

(7) 

Total 

(5+6+7) 

(8) 

Household 

Sector 

(9) 

Privalc 

Corporate 

Sector 

(10) 

Public 

Sector Total 
(9+10+11) 
(ID (12) 






Ainouni (m rupees crorc) 






1980.81 

21848 

2284 

4654 

28786 

5492 

17{K) 

4895 

12087 

163.56 

584 

-241 

16699 

11981-82 

21847 

2496 

7254 

31597 

WKK) 

20t>l 

5858 

14459 

15247 

495 

i3% 

17138 

1982-83 

23044 

2908 

7822 

33774 

7566 

2340 

6980 

16886 

15478 

568 

842 

16888 

1983-84 

29341 

3172 

6781 

39294 

8391 

2782 

8056 

19229 

20950 

390 

-1275 

20065 

1984-85 

31705 

3947 

6526 

42178 

9487 

3196 

9408 

22091 

22218 

751 

-2882 

20087 

1985-86 

38158 

5318 

8457 

51933 

10918 

3931 

11388 

26237 

27240 

1387 

-2931 

25696 

1986-87 

41587 

5212 

8002 

54801 

I2I(K) 

4619 

13098 

29823 

29481 

593 

-5096 

24978 

1987-88 

56618 

5790 

7223 

69631 

13421 

4992 

14928 

33341 

43197 

798 

-7705 

36290 

1988-89 

68443 

8731 

8101 

85275 

15324 

6044 

17553 

38921 

53119 

2687 

-9452 

46354 

1989-90 

82747 

11800 

7423 

101970 

16848 

7287 

20864 

44999 

65899 

4513 

-13441 

.56971 

1990-91 

106914 

14443 

5436 

126793 

19093 

8686 

23785 

51564 

87821 

5757 

-18349 

. 75229 

1991-92 

109804 

19490 

12735 

142029 

22566 

10909 

28800 

62275 

87238 

8581 

-16065 

79754 

1992-93 

108938 

20804 

10893 

140635 

25081 

14129 

33055 

72265 

83857 

6675 

-22162 

68370 

1993-94* 

125396 

31153 

1944 

15849.^ 

26817 

16923 

36309 

80069 

98559 

14230 

-34365 

78424 





Percentages to GDP at Current Market Prices 





1980-81 

16.1 

1.7 

3.4 

21 2 

4.0 

I 2 

3.6 

8.9 

12.0 

0.4 

-0.2 

12,3 

1981-82 

13.7 

1.6 

4.5 

19.8 

4 1 

1.3 

3.7 

9.1 

9.5 

0.3 

0.9 

10.7 

1982-83 

12.9 

1.6 

4.4 

19 0 

4.2 

1.3 

3.9 

9.5 

8.7 

0.3 

0.5 

9.5 

1983-84 

14.1 

1.5 

3.3 

18.9 

4.0 

1 3 

3.9 

9.3 

10.1 

0 2 

-0,6 

9.7 

1984-85 

13.7 

1.7 

2.8 

18.2 

4.1 

1.4 

4.1 

9.5 

9.6 

0.3 

-1.2 

8.7 

1985-86 

14.6 

2.0 

3.2 

19.8 

4.2 

1.5 

4.3 

10.0 

10.4 

0.5 

-LI 

9.8 

1986-87 

14.2 

1.8 

2.7 

18.7 

4.1 

1.6 

4.5 

10.2 

10.1 

0.2 

-1.7 

8.5 

1987-88 

17.0 

1.7 

2.2 

20.9 

4.0 

1.5 

45 

10.0 

13.0 

0.2 

-2 3 

10.9 

1988-89 

17.3 

2.2 

2.0 

21.5 

3.9 

1.5 

4.4 

9.8 

13.4 

0.7 

-2.4 

11.7 

1989-90 

18.1 

2.6 

1.6 

22.3 

3.7 

1 6 

4.6 

9.8 

J4.4 

1.0 

-2.9 

J2.5 

1990-91 

20.0 

2.7 

1.0 

23.7 

3.6 

1.6 

4.4 

9.6 

16.4 

1.1 

-3.4 

14.0 

1991-92 

17.8 

3.2 

2.1 

23,1 

3.7 

1.8 

4.7 

10.1 

14.2 

1.4 

-2.6 

12.9 

1992-93 

15.5 

3.0 

1.5 

20.0 

3.6 

2.0 

4.7 

10.3 

11.9 

0.9 

-3.2 

9,7 

1993-^94* 

15.9 

4.0 

0.2 

20.2 

3.4 

2.2 

4.6 

10.2 

12,5 

1.8 

-4.4 

10,0 


* Quick Bslimiies 

Note: Small discrepancies in toMls an due to data obtained from two different sources 
SfMiTvejt: (i) Central Siadstieal OrganisaticMi (1994,1995); (ii) Government of India (1995) 
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assets? this tm iMiy a 

MmirHSkdiH(1982aed 1983),Muiumdar, 
Venkatachalam and Raghavachari (1980), 
and Shetty and Menon (1980), have all 
raised this question in the past and found 
that the household financial savings were 
exaggerated due to certain extraneous 
developments such as the bunching of 
financiid asset growth due to procurement 
Of agrtcultural commodities and the foreign 
inward remittances. Amongst them, Rakshit 
(1982 and 1983) was the one to question the 
methodology of estimation; he raised a 
number of issues such as the bunched year- 
end numbers giving rise to exaggerated 
increases in monetary assets, etc. 

A new development that has implication 
for saving estimation relates to sizeable 
portfolio investment by foreign institutional 
investors (Fils) in the Indian stock 
exchanges. Besides, though the impact of 
inward remittances has been discussed in 
literature, its impact during the past three 
years had acquir^ an additional dimension. 
That is, on account of the significant 
depreciation of the currency during this 
period, the rupeecounterparts of these foreign 
exchange inflows have registered a quantum 
jump, with the amount of gross private 
transfers galloping from Rs 3,737 crore in 
1990-91 to Rs 9,419 crore in 1991-92 which 
finally touched Rs 12,000 crore in 1993-94 
(Table 7). Assuming that the recipients of 
these foreign private transfers do not 
generally have any significant foreign 
exchange liabilities to be met, the benefits 
of higher rupee value due to depteciation of 
the currency would be" wholly derived by 
the recipients (except for domestic price 
increases due to depreciation of the rupee). 

PiNvciAL AND Physical Assets 

Conceptually, household saving in 
fmancial assets is in net terms, that is, gross 
financial assets net of the sector's financial 
liabilities. Statistical exercises indicate that 
there is a close positive correlation between 
household investment in physical assets 
and increases in household financial 
liabilities.’ This is understandable because 
in reality household investment is 
financed by household borrowings from 
banks and other financial institutions io a 
sizeable extent. This happens in turn 
because the household sector embraces a 
heterogeneous set of institutional 
categories, namely, individuals, all non¬ 
government, non-coiporate enterprises like 
sole proprietorships and partnerships 
owned/controlled by individuals, andtrust 
bodies and non-profit institutions which 
render educational, health, cultural, re¬ 
creational and other social and community 
services to households [CSO 1989]. While 
a preponderant part of the household 
borrowings from banks and financial 



institutions is andefiaken by unincorpoiafod 
enterprises and farm households,^ the 
household saving in financial assets is 
predominantly undertaken by iVhat may be 
called the pure households. 

Banking and savings data suggest that 
under the i mpetus of priority sector advances, 
particularly for agriculture, small-scale and 
other informal sectors, the institutional 
lendings in favour of the household sector 
got an impetus,’ and for more than a decade 
between 1978-79 and 1990-91, the liabilities 
incurred by the household sector have shown 
a quantum jump and ruled in a range 2 to 
3 per cent of GDP at current market prices 
during the whole period. Such financial 
liabilities, which have helped to augment 
household saving in the form of physical 
assets, have correspondingly reduc^ the 
size of household saving in financial assets 
during the same period. 

Contrariwise, during the past three years 
of the post-reform period, the increases in 
household financial liabilities have been 
relatively low at about 1.5 per cent of GDP, 


widdi 

assets formation during tlte petlW; j 
relatively lower grow^ in houifebol 
liabilides implied a correspondti^ upwai 
estimation of household saving in m 
financial assets (for details, see Table 8; 

There are thus for the household secto 
significant offsetting movements in i 
saving in the form of fmancial assets an 
that in the form of physical assets, 
concrete example of the offsetting mov< 
ments between household financial ar 
physical assets formation as a result of tl 
fluctuations in household borrowings 
found in the year 1993-94. In that year, it 
ratio of household saving in fmancial asse 
lb GDP registered a jump from 7.8 per cci 
in 1992-93 to 10.3 per cent but this wj 
accompanied by a slippage in financi, 
liabilities from 2.5 per cent to 1.6 per cei 
of GDP-and simultaneously a shai 
reduction in the ratio of household physic 
assets formation from 7.7 per cent to 5.6 pi 
cent. There was a similar phenomenon 
1991-92 , the first year of the stabilisatic 


Tabl 8 3; Public Sector Saving by iNsrmnioNAL Categories 



* Government 

Administration 


Departmental 

Enterprises 


Non-Departmental 

Enterprises 

Year 

Gross Consump- 

Net 

Gross Consump- 

Net 

Gross Consump- Net 


Domestic tion of Saving 

Domestic tion of 

Saving 

Domestic lion of Savir 


Saving Fixed 


Saving Fixed 


Saving Fixed 


Capital 


Capital 


Capital 

(1) 

(2) (3) 

(4) 

(5) (6) 

(7) 

(8) (9) (10) 


Amount (in rapees crore) 


1980-81 

2559 

764 

1795 

?45 

1461 

-1216 

1850 

2670 

-8: 

1981-82 

3767 

925 

2842 

334 

1734 

-1400 

3153 

3199 


1982-83 

2896 

1132 

1764 

624 

2050 

-1426 

4302 

3798 

5( 

1983-84 

1201 

1323 

-122 

678 

2302 

-1624 

4902 

4431 

4i 

1984-85 

-315 

1578 

-1893 

732 

2664 

-1932 

6109 

5166 

9^ 

1985-86 

-474 

1940 

-2414 

1419 

3190 

-1771 

7512 

6258 

\ 2 t 

1986-87 

-2400 

2264 

-4664 

1494 

3474 

-1980 

8908 

7360 

15^ 

1987-88 

-5384 

2623 

-8007 

2077 

3851 

-1774 

10530 

8454 

20" 

1988-89 

-7748 

3049 

-10797 

2519 

4463 

-1944 

13330 

10041 

32> 

1989-90 

-11659 

3537 

-151% 

2999 

5205 

-2206 

16083 

12121 

39( 

1990-91 

-14977 

3930 

-18907 

3663 

5653 

-1990 

16416 

14202 

, 221 

1991-92 

-12860 

4846 

-17706 

4364 

6578 

-2214 

19236 

17536 

17( 

1992-93® 

-13608 

5349 

-18957 

4979 

7494 

-2515 

19522 

20319 

-7^ 

1993-94* 

-2%3I 



8540 



23035 




As percentage of GDP at Cuirent Market Prices 


I980>81 

1.9 

0.6 

1.3 

0.2 

1.1 

-0.9 

1.4 

2.0 

-0 

1981-82 

2.4 

0.6 

1.8 

0.2 

1.1 

-0.9 

2.0 

2.0 

0 

1982-^83 

1.6 

0.6 

1.0 

0.4 

1.2 

-0.8 

2.4 

2.1 

0 

1983-84 

0.6 

0.6 

-0.1 

0.3 

1.1 

-0.8 

2.4 

2.1 

0 

1984-85 

-0.1 

0.7 

-0.8 

0.3 

J.2 

-0.8 

2.6 

2.2 

0 

1985-86 

-0.2 

0.7 

-0.9 

0.5 

1.2 

-0.7 

2.9 

2.4 

“ 0 

1986-87 

-0.8 

0.8 

-1.6 

0.5 

1.2 

-0.7 

3.0 

2.5 

0 

1987-88 

-1.6 

0.8 

-2.4 

0.6 

1.2 

-0.5 

3.2 

2.5 

0 

1988-89 

-2.0 

0.8 

-2.7 

0.6 

1.1 

-0.5 

3.4 

2.5 

0 . 

1989-90 

-2.6 

0.8 

-3.3 

0.7 

1.1 

-0.5 

3.5 

2.7 

0 . 

1990-91 

-2.8 

0.7 

-3.5 

0.7 

1.1 

-0.4 

3.1 

2,7 

0 . 

1991-92 

-2.1 

0.8 

-2.9 

0.7 

1.1 

-0.4 

3.1 

2.8 

0 . 

t99^93® 

-1.9 

0.8 

-2.7 

0.7 

1.1 

-0.4 

2.6 

2.9 

- 0 . 

1993*94* 

-3.8 

.. 

.. 

M 



2.9 

,, 



.. Not Available 9 Ploviskmal Estiiiiates * Quick Patiniiitoi 
Smrce:NafkmidAccimntsSl0Hslics iJhfAS), various inues 




Table 4: Recent Trends in Corporate'^ector’s Financial Performance 
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Nagarjuna 


Performance 
beyond promise - 

the way of life at 
NFCL 





Fertilizers 



NANCIAt 

ih-ENDEI 


" 4 ■ 



YEAR-ENDED 


Particulars 

31.03.1995 

31.03.1995 
(Projections 
as per Prospectus 
of 28.09.1992) 

31.03.1994 

j' \ ' y ' \ 

t •vKSMNWiQoisiv i¥wi w \ApainRiofia 

.‘ _ . . .. 

843.14 

4M.71 

■ «0e.51; 

Other Income 

19.62 


3.07 

Total Expenditure 

469.44 

143.55 

270.35 

Interest 

131.57 

131.07 

142.51 

tfh ‘ tlsiii iitt ^1^ «- - 

.'^oNma f’supiS'iiiiaf pniaRpai'iiiii awtoie 

, anoTttiiMipil. 

281.95 

152.09 

196.7^.'. 

Depreciation 

69.06 

68.13 

68.86 

Provision for Taxation 

— 

— 

— 

\ ■ 1 ■ r ■ M . 

192J9 

: 83.96 

■ '.mae’, ’■ 

Paid-up Share Capital 

330.93 

305.22 

326.95 

Reserves excluding 

Revaluation Reserves 

308.37 


170.08 



1 The Board of Directors has recommenrled a dividend of 18% for the year-ended 31 03.1995 
2. The above Audited Financial Results were taken on record by the Board of Directors at its Meeting held on 
April 28.1995. 

Place: Bombay K S RAJU 

Date : April 28.1995 Vice Chairman and Managing Director 





Serving society through industry 


Nagarjuna Fertilizers and Chemicals Limited 

sNPCL/ Nagaifuna Hills, Hyderabad-SOO 482 (A.P.) 



Ecraiiwttt'and i^rthical Wedkly May 6-1993 
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pniqpiwniRiD wiHfif ipp fipf w wwiw 

w^iw^isMleiti^ 

ocMtncted tMr lflQ«NiPK«iti^ (t«^ 

Is litJSB IN PiMANOAL SaVIM ReaL? 

As said eather, in the otherwise 
depressing savings scenario of the past 
three years, there is an apparent silver lining 
in that the dross finandal savings of the 
household sector have shown a quantum 
jump, more pointedly in the year 1993-94 
As explained earlier, estimated savings in 
the form of net financial assets of the 
household sector as percentage of GDP 
have risen from 7.8 per cent in 1992-93 to 
10.3 per cent in 1993-94 or as percentage 
of disposable income from 9 8 per cent to 
12.8 ^ cent. Disaggregated data on vanous 
types of financial assets, as presented in 
T^le 8 combined with some insight on 
fotet'gn inward remittances (Table 7) as well 
as on monetary data, however, provide a 
different clue Some relevant aspects of 
monetary data are reproduced in Table 10 

From these data, it is clear that a 
substantial part of the increase in household 
saving in the form of financial assets 
(gross) in 1993-94 was due to increased 
household holdings of currency and bank 
deposits which in turn arose from the 
Reserve Bank of India's purchases of 
foreign currency assets from the banking 
system RBI's toreign exchange assets 
bulged by Rs 28.775 crore in 1993-94 
against a nse of Rs 3,726 crore in 1992-93 
As the monetary situation of the year 
indicated, this was essentially the factor 
that contributed to an expansion in currency 
and also to an extent in bank deposits in 




'M '« i»r Che; 
iiwcMeiofy Of e€ iNiwciiell 

saving, got reflected in hig^koMdKdd 
wvtng in the ftarm of these vety fnitncial 
assets. 

A bnef word on the methodology of 
household saving estimation is in oi^ at 
this stage. Conceptually, saving of the 
household sector, omresenting the Manclng 
Item on its income and outlay account, 
should beequivalem to the sector’s current 


datli m iiduaehoid a^ving tif 

edirent inebme ovpr 'cUfmtH expenditiim 
are nbt available on an anniMd basis* the 
same are estimated by an indirect method 
That is, by deducting from the economy¬ 
wide total the estimates ofpuUic and private 
ooirporate sectors, the household sector 
share is deduced as residual savings in 
physical assets formation and in finandai 


Tabu 6 Marginal and Avbrags Propensities to Save in India 

(M Percentages) 




Mareinal Propensities 



Average Propensities 


Year 

CDS/ 

HHS/PDY 

FA/PDY 

PHA/PDY 

GDS/ 

HHS/PDY 

FA/PDY 

PHA/PDY 


GDPm 




GDPm 




(1) 

. 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

1981-82 

11 84 

-001 

5 83 

-5 84 

19 78 

16 77 

7 38 

9 39 

1982-83 

11 85 

921 

24 04 

-14 83 

1896 

16 08 

8 89 

7 19 

1983-84 

18 74 

23 75 

2 09 

21 66 

1893 

17 28 

7 83 

9 45 

1984-85 

12 14 

1264 

24 52 

-II 88 

1823 

16 82 

9 48 

7 33 

1985-86 

31 57 

31 30 

3 20 

28 10 

19 80 

18 25 

8 86 

9 38 

1986-87 

9 34 

14 19 

19 85 

5 66 

1871 

17 82 

10 00 

7 82 

1987 88 

36 84 

46 13 

10 69 

35 44 

20 90 

21 29 

1009 

11 21 

1988-89 

25 00 

24 il 

064 

22 52 

21 55 

21 73 

861 

12 97 

1989-90 

27 32 

28 97 

20 46 

0 80 

22 32 

22 71 

10 22 

11 32 

1990-91 

31 58 

37 52 

14 12 

29 41 

23 68 

24 94 

1081 

1404 

1991-92 

18 92 

461 

25 01 

12 50 

23 05 

22 35 

12 62 

10 65 

1992-93 

-I 61 

-1 20 

-9 77 

2 27 

20 01 

19 33 

9 75 

9 58 

I993.94<(* 

21 38 

24 22 

38 53 

-14 31 

20 16 

19 86 

12 85 

7 01 

Average for the penod 

1981-82/ 







1986- 87 

1987- 88/ 

1591 

15 18 

13 26 

1 92 

19 07 

17 17 

8 74 

8 43 

1990 91 

^0 18 

34 18 

11 48 

22 04 

22 11 

22 67 

9 93 

12 38 

1990-91/ 

1993-94 

12 90 

921 

17 92 

-8 18 

21 07 

20 51 

II 74 

9 08 


Notes HHS household savings, PHA household savings in physical assets, FA household savings 
in fmancial assets, CDS gross domestic savings GDPin gross domestic product at current 
market prices, PDY personal disposable income 


Table 5 Household Sector Saving as Percentages of GDP at Current Pric es and Personal Disposable Income 


Household Sector 
Savings 
(Rupees Crore) 


Household Sector 
Savings as Per Cent 
of GDP at Current 


Household Sector 
Savings as Per Ont 
of Personal Disposable 


GDP at Personal Income 
Current l>ispos from 
Marlet able AgneuI 


Ratio of Ratio of 
PDY to Agnculture 
GDP Income to 


Yew 

(1) 




Market Pnees 


Income 


Pnees Income tune in 
Total 
GDP at 
Factor 
Cost 

(11) (12) (13) 

(Rupees Crore) 

[12 as Total GDP 
Percen- at Factor 
tage of Cost 

11] (Current 

Pnees) 
(14) (15) 

Physical Financial Total 
Assets Assets (2+3) 
(2) (3) (4) 

f^ysical Financial 
Assets Assets 

(5) (6) 

Total 

Assets 

(7) 

Physical Financial 
Assets Assets 

(8) (9) 

Total 

Assets 

(10) 

i9ao-si 

13238 

8610 

21848 

97 

63 

16 1 

117 

76 

19 3 

136013 

113105 

42466 

83 2 

34 7 

198J-82 

12233 

9614 

21847 

77 

60 

137 

94 

74 

168 

159760 

130313 

47736 

81 6 

33 3 

1982-83 

10305 

12739 

23044 

58 

72 

129 

72 

89 

16 1 

178132 

143312 

50527 

80 5 

31 7 

19P-84 

16047 

13294 

29341 

77 

64 

14 1 

94 

78 

17 3 

207589 

169827 

61318 

81 8 

32 8 

1984-85 

13826 

17879 

31705 

60 

77 

137 

7 3 

95 

16 8 

231343 

188523 

65181 

81 5 

31 3 

1983-86 

19620 

18538 

38158 

75 

7 1 

14 6 

94 

89 

182 

262243 

209140 

69964 

79 8 

29 9 

1986^87 

18251 

23336 

41587 

62 

80 

142 

78 

100 

17 8 

292949 

233308 

74405 

79 6 

28 6 

1987-88 

29798 

26820 

56618 

89 

80 

170 

11 2 

10 1 

21 3 

333201 

265893 

83S1S 

79 8 

28 3 

1988-89 

41311 

27132 

68443 

104 

69 

173 

13 1 

86 

217 

395782 

314942 

104103 

79 6 

295 

1989-90 

45510 

37237 

82747 

IDO 

8 1 

18 1 

125 

10 2 

22 7 

456902 

364323 

115447 

79 7 

28 3 

1990^91 

60585 

46329 

106914 

11 3 

87 

200 

14 1 

108 

24 9 

535517 

428728 

135162 

801 

284 

1991-92 

47813 

61991 

109804 

78 

10 1 

178 

97 

12 6 . 

22 3 

616061 

491356 

162317 

.79 8 

294 

1992-93 

53991 

54947 

108938 

77 

78 

155 

96 

98 

19 3 

702829 

563446 

178228 

802 

284 

1993-94® 

44270 

81126 

IZ5396 

56 

10.3 

159 

70 

128 

199 

786355 

631392 

197729 

80 3 

28 0 


9 Quick estimates 

Source^ Govenqneid of India (1995); and venous issues of AfA5. 
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asset#.' H, in M ar 

bank iiie|Knits npuny expMtd jdile to eoine 
extraiipou$ teasons, other things reinaih- 
ingthe same, the household savings in 
financial assets expand ias the bulk of such 
financial assets are held by Che household 
sector). 

Reverting to the special features of 
'.1993-94, there should be nothing unusual 
about the ebb and flow of monetary 
expansion giving rise^to increased hmise- 
hold saving in financial assets as ordinarily 
such increases in financial assets (combined* 
with physical assets formation) are expected 
to reflect the excess of cunent income over 
current consumption. Likewise, growth in 
the country's foreign assets contributing to 
monetary expansion and in turn augmenting 
household holding of monetary assets, other 
factors given, should be a normal feature of 
any economy. Also, the holding of monetary 
assets by households is essentially based on 
their portfolio choices [Rakshit 1983]. But 
the developments on monetary and savings 
fronts in 1993-94 (and even in 1994-95) 
stand on a different footing. In that year the 
portfolio investment by Fils alone exceeded 
Rs 5,200 crore (Table 11), which have a 
special implication for the estimation of 
household savings in financial assets. While 
the details are explained in a sub.sequenC 
paragraph briefly, it should be clarified that 
inflows under portfolio investment con¬ 
stitute toreign savings (and they are treated 
as such) which go to finance domestic 
capital formation; in no case should they, 
at first remove, go to augment domestic 
savings. 

In the sample penod under study, the year 
1993-94 has been singled out because of the 
sudden nature and large sizeof Fils' portfolio 
investment in that year with significant 
impact on household saving (though, as 
explained later, difficult to estimate). It 
must be clarified that suddenness or size 
of inflows should not clutter the basic 
conceptual or cstimational issue raised in 
this note. Apart from His’ investments, as 
stated above, there has been a long-standing 
question of the impact on household 
saving arising from the fairly sustained 
levels of private transfers from abroad 
which is true of the entire decade and a half 
from 1977-78/1978-79 onwards (data cited 
in Tabic 7) - a period in which household 
savings in financial assets as proportion of 
personal disposable income has shown a 
noticeable rise. When allowance is made for 


such private transfers the existing estimates 
of household financial saving get reduced 
by about 1 to 1.5 percentage points in relation 
to GDP or by about 1 to 1.9 percentage 
points in relation to household personal 
disposable income. The conceptual issues 
involved in this phenomenon, and the 
implications for saving estimation, are 
detailed in the following paragraphs. 





If company shams change lunidsafiiongst 
the resident individuals^ there is no effect 
on household saving in the form of financial 
assets as one individual buys from another 
within the domestic economy. If any 
household entity sells company shates to a 
corporate body within the ^domestic 
economy, the household sector's dissaving 
in company shares is replaced by spme 
other form of financial saving (either 
currency or bank deposits to begin with), 
though such secondary market transactions 
can be hardly captured in the existing 
estimational procedures for household 
sector saving for want of balance sheet data 
for more recent years. In any case, 
conceptually as well as operationally, these 
transactions among resident entities do not 
go to augment the domestic economy’s 
monetary assets and hence do not increase 
the size of household saving in the form of 
such assets; they only bring aboutcomposi- 
tional changes in household financial 
savings. 

The same cannot be said of the sale of 
company shares to Fils, whether in the 
secondary or primary market. If individuals 
sell thier holdings ot shares and debentures 
to an Fll, there is dissaving in company 
shares by the household sector which is 
swapped, at first remove, for another financial 
asset, say currency or bank deposits; there 
IS no additional saving on the part of the 
household sector on this count (ignoring the 
implications of capital appreciation in this 
transaction). But, the e.stimation procedure 
currently employed may give rise to two 
sources of overestimation of household 
savings. First, the household share in the 
estimated increase in financial assets, such 
as, currency and bank deposits, is very likely 
to have been overestimated. Secondly, the 
possible dissavings by households in their 
sale of shares and debentures to Fils do not 
appear to be getting captured in the present 
estimation procedure. Even if HJs purchase 
shares from corporate bodies, there would 
be, at first remove, increases in, say. currency 
and bank deposits. With the use of historical 
ratios for apportioning household portion in 
these monetary assets, such increases may 
imply a rise in household saving in the form 
of those assets. 

As explained by CSO (1989) as also by 
Kumar (1995), on the basis of historical data 
a constant proportion of 0.93 is being applied 
since 1985-86 to total currency with the 
public to denve as currency holdings of the 
household .sector, thus suggesting that 93 
per cent of the increase in currency with the 
public will always be assigned to the 
household sector. While it is impossible to 
pinpoint the pan of the sieeaUe currency 
expansion in 1993-94 attributable to PIIs* 
portfolio investment, it cannot be denied 


ttWiUMetaiy secu>r,iheci^micyc^c|^^ 
dining the year is explained to # giett extent 
by the increase in foreign currency assets 
of theRBl as a resultof theportfolioinflows. 
It does not mean that the soci ety' s propensity 
to hold additional curacy is necessarily 
influenced by that phenomenon. Instead, 
it may be such factors as large public 
sector procurement of food grains which 
may have induced additional currency 
holdings with the households,^ or yield 
differentials on different assets or the level 
of inflation. Suffice it say, fdr the present, 
that any spill over of currency expansion 
due to poitfolio investment by and 
held by corporate and other non-household 
bodies as float funds may have given rise 
to an over-estimation of household saving 
in currency. 

But the float funds are more likely to be 
held by corporate and non-household bodies 
in the form of bank deposits, an instrument 
in which household saving also showed a 
large bulge in 1993-94 (Tables 8 and 10). 
Again, as explained in CSO (1989) and 
Kumar (1995), the estimation of household 
share in current, saving and fixed deposits 
is separately derived on the basis of the 
results of theRBl's biennial (and now annual) 
sample surveys on composition and 
ownership of bank deposits with scheduled 
cpmmercial banks. This methodology 
should provide a fair estimation of 
household saving in deposits with 
commercial banks for the year for which 
the survey results are available, and even for 
subsequent years as the composition of 
deposit ownership does not undergo in the 
normal course any significant changes in 
the short-term of a year or two. The latest 


Table 7: Size of Foreign Inward Transfers on 
Private Account 
(Gross transfers in rupees erore) 




As Percentage of 

Year 

Amount 

GDP 

PDY 

(1) 

(2) 

(3) 

(4) 

1975-76 

454 

0.58 

0.72 

1976-77 

762 

0.90 

1.13 

1977-78 

1108 

1.15 

1.42 

1978-79 

1110 

107 

1.32 

1979-80 

1762 

1,54 

1.93 

1980-81 

2137 

1.57 

1.89 

1981-82 

2083 

1.30 

1.60 

1982-83 

2431 

1.36 

1.70 

1983-84 

2648 

1.28 

1.56 

1984-85 

2982 

1.29 

1.58 

1985-86 

2716 

1.04 

1.30 

1986-87 

2991 

1.02 

1.28 

1987-88 

3533 

1.06 

1.33 

1988-89 

3869 

0.98 

1.23 

1989-90 

3824 

0.84 

1.05 

1990-91 

3737 

0.70 

0.87 

1991-92 

9419 

1.53 

1.92 

1992-93 

8124 

1.16 

1.44 

1993-94 

12000 

al.53 

1.90 


Source: BOPdata. Outflows on thisaccountbeiiig 
small, the same have been ignored. Data 
for 1993-94 are in net tenns. 


Eootmaic ind Political WoeUv May 6>13, 1995 


1031 




Continued diversification. Our fix. us 
for the 21 St century. 

Wc’vc SCI our sights on exploring 
newer vistas that arc bound to open up 
in the future. Thank.s to a collaboration 
with Daewoo Sccuniics Ltd., the largest 
securllks company in South Korea 
And Keystone Inc. a leader among 


Mutual Funds in USA 

And when you add to this the fact 
dial our overseas office at Hongkong is 
already in operation. With other offices 
cnvi.saged in turope, USA, Middle East 
and the Asia Pacific, you get a pretty 
good idea of the extent of diversification 
possible, as we aim for die 21st century. 
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A WEALTH OF 
GLOBAL EXPERIENCE 
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period ifbr Whidh ihefdev^ survey results 
relate is March 1992 which appears to have 
been used also for March 1993^ and March 
1994. However, when special factors such 
as the large foreign exchange inflow and the 
consequential rise in financial assets 
opq^ate, the historical ^proportions based 
on survey results may not be valid. In 
respect of the year 1993-94, there was 
nothing in the macro-economic situation to 
generate about 37 per cent rise in household 
saving in the form of bank deposits. To an 
extent, the unprecedented food procurement 
by public sector agencies in 1992-93 and 
1993-94 (both July-June) and the build up 
of additional stocks, also at much higher 
prices than in the past, may have contributed 
to the bulge in bank deposits. Even so the 
fact that as per the banking data, demand 
deposits grew by 27.5 per cent in 1993-94 
(Rs 14,819 crore against only Rs 2,168 crore 
in 1992-93) and time deposits growth 
decelerated to 16.4 per cent (against 19.4 per 


cent in the previous year) cofifutna that 
float funds associated with foreign 
exchange inflows and held by c6rporate 
bodies may have contributed a great deal 
to the bank deposit growth during the year. 
But the estimation procedure is such that 
such deposit growth would have tended to 
inflate household saving in the form of bank 
deposits. 

Apart from the possible over'^stimation 
of household currency and bank deposit 
holdings, there is the second aspect of the 
over-estimation arising from the fact that 
any household sale of company shares and 
debentures to Fils should be treated as 
disinvestment and should be deducted 
from the,^normal rise in household saving 
in the form of company shares and 
debentures. Apparently, the FII operations 
in the Indian capital market are not included 
in the existing residual method used for 
estimating the increa.ses in the household 
holdings of shares and debentures [Kumar 


1519S}. The household invesmeot iix shum 
and debentures of non^govemment 
companies is derived as a residual by 
subtracting the investment of financial 
institutions as well as inter-corporate 
investments as obtained from the flow of 
funds accounts of these institutions and 
corporate sector-a methodology which 
suffers from many infiimities [Kumar 199S].* 
That apart, the non-inclusion of FII 
purchases has meant that household 
disinvestment in shares and debentures 
has not been set off against the actual 
increase in the sector's holdings of ocher 
financial assets. 

To be candid, while we have pointed out 
the possible sources of errors in estimation 
of household savings in financial assets 
arising from Fils' operations in the Indian 
stock markets, it is extremely hazardous, in 
the absence of relevant data, to provide any 
alternative estimation at this stage. A well- 
designed survey by an official agency alone 


Table 8: Savings of the Household Sector in Finanoal Assets 
(At current prices) 


(Rs crorei 



1980- 

81 

1981- 

82 

1982- 

83 

1983- 

84 

1984- 

85 

1985- 

86 

1986- 

87 

1987- 

88 

1988- 

89(P) 

1989- 

90(P) 

1990- 

9I(P) 

1991- 

92(P) 

1992- 

93(P) 

1993- 

94* 

A Gross savings of the 
household sector in J 

I2II7 

13621 

16097 

18790 

2.3.549 

25.561 

30758 

.^6106 

39958 

49120 

56856 

70857 

72189 

93495 

financial assets fl to 9) 

(8.9) 

(8.5) 

(9.0) 

(9.1) 

(10 2) 

(9 7) 

(10.5) 

(10.8) 

(10.1) 

(10.8) 

(10.6) 

(IL5) 

(10.3) 

(IL9) 

1 Currency 

1625 

965 

2026 

2776 

29.38 

2220 

.3090 

4815 

4256 

7655 

6251 

8157 

6562 

13241 


(L2) 

(0.6) 

(LI) 

(1 3) 

(1 5) 

(0 8) 

(LI) 

(1.4) 

(LI) 

(L7) 

(1 2) 

(L3) 

(0.9) 

(1.7) 

2 Bank Deposits # 

5550 

5194 

6661 

7978 

98.59 

l()f>03 

13576 

14674 

14747 

1476.3 

16600 

20755 

25463 

34854 


(4.1) 

(3.3) 

(3.7) 

(3 8) 

(4.,1) 

(4 0) 

(4.6) 

(4.4) 

(3.7) 

(3.2) 

(3.1) 

(3.4) 

(3.6) 

(4.4) 

3 Non-banking deposits 

378 

894 

870 

1019 

960 

1423 

1704 

1326 

1580 

1885 

1352 

2307 

3478 

3183 


(0.3) 

(0.6) 

(0.5) 

(0.5) 

(0.4) 

(0.5) 

(0.6) 

(0.4) 

(0 4) 

(0.4) 

(0.3) 

(0.4) 

(0.5) 

(0.4) 

4 Life insurance fund ** 

915 

1037 

1235 

1.376 

1556 

1779 

2168 

2589 

.3423 

4415 

5599 

7003 

7118 

8359 


(0.7) 

(0 6) 

(0.7) 

(0.7) 

(0.7) 

(0.7) 

(0.7) 

(0.8) 

(0.9) 

(LO) 

(1.0) 

(LI) 

(1.0) 

(1 1) 

5 Provident and 
pension funds 

2122 

2480 

2865 

3052 

37.59 

4188 

5067 

6509 

7552 

9508 

niS3 

12502 

14397 

15654 


(1.6) 

(1.6) 

(1.6) 

(1.5) 

(16) 

(1.6) 

(17) 

(2.0) 

(L9) 

(2.1) 

(2.1) 

(2.0) 

(2.0) 

(2.0) 

6 Claims on govemmenH 

712 

1784 

1243 

1976 

3107 

3413 

3211 

3680 

5478 

6758 

7942, 

4904 

3763 

4096 


(0.5) 

(1.1) 

(0 7) 

(1.0) 

(1 .3) 

(L.3) 

(1 1) 

(LI) 

(L4) 

(1.5) 

(1.5) 

(0.8) 

(0.5) 

(0.5) 

7 Shores and 
debentures^ 

412 

510 

646 

5.55 

762 

1394 

12.55 

813 

1136 

2721 

4974 

6617 

7219 

8253 


(0.3) 

(0.3) 

(0.4) 

(0.3) 

(0.3) 

(0.5) 

(0-4) 

(0.2) 

(0.3) 

(0.6) 

(0.9) 

(LI) 

(1.0) 

(LO) 

8 Units of UTI 

31 

114 

122 

222 

567 

586 

943 

1196 

1427 

2179 

.3438 

9087 

5612 

6545 


(0.0) 

(0.1) 

(0.1) 

(0.1) 

(0.2) 

(0 2) 

(0.3) 

(0.4\ 

(0.4) 

(0.5) 

(0.6) 

(L5) 

(0.8) 

(0.8) 

9 Trade debt (net) 

373 

043 

429 

-164 

41 

-44 

-256 

504 

359 

-763 

-453 

-475 

-1423 

-690 


(0.3) 

(0.4) 

(0.2) 

(-0-1) 

(0.0) 

(0 0) 

(-0.1) 

(0.2) 

(0.1) 

(-0.2) 

(-0.1) 

(-0.1) 

(-0.2) 

(-0.1) 

B Financial liabilities of the 
household sector (1 to 4) 3508 

4033 

3531 

5238 

5733 

6983 

7742 

9286 

12826 

11883 

10527. 

8866 

17,256*12451 


(?.6) 

(2.5) 

2.0 

(2.5) 

(2.5) 

(2.7) 

(2.6) 

(2.8) 

(3.2) 

(2.6) 

(2.0) 

(L4) 

(2.5) 

(L6) 

1 Bank advances 

3093 

3507 

2946 

4469 

5002 

6043 

6701 

8IS9 

11436 

9820 

8480 

6466 

14445 

9138 


(2.3) 

(2.2) 

(1.7) 

(2.2) 

(2.2) 

(2..3) 

(2.3) 

(2,4) 

(2.9) 

(2.1) 

(1.6) 

(LO) 

(2.1) 

(1.2) 

2 Loan and advances 
from other financial 

182 

244 

349 

460 

420 

646 

522 

555 

713 

1029 

1179 

1612 

19.57 

2450 

institutions 

(0.1) 

(0.2) 

(0.2) 

(0.2) 

(0.2) 

(0.2) 

(0.2) 

(0.2) 

(0.2) 

(0.2) 

(0.2) 

(0.3) 

(0.3) 

(0.3) 

3 Loan and advances 

151 

148 

133 

203 

197 

205 

435 

347 

474 

732 

- 608 

483 

559 

564 

from government 

(0.1) 

(0.1) 

(0.1) 

(0.1) 

(0.1) 

(0.1) 

(0.1) 

(0.1) 

(0.1) 

(0.2) 

(0.1) 

(O.I) 

(0.1) 

(0.1) 

4 Loan and advances from 
other co-op 82 

134 

103 

106 

114 

89 

84 

226 

203 

302 

260 

306 

295 

300 

non-credit societies 

(0.1) 

(0.1) 

(0.1) 

(O.I) 

(0.0) 

(0.0) 

(0.0) 

(0.1) 

(0.1) 

(0.1) 

(0.0) 

(0.0) 

(0.0> 

(0.0) 

C Net savings of the household 
sector in financial 8609 

9588 

12566 

13552 

17816 

I8S78 

23016 

26820 

27132 

37237 

46329 

61991 

54933 

81044 

assets (A-B) 

(6.3) 

(6.0) 

(7.1) 

(6..5) 

(7.7) 

(7.1) 

(7.9) 

(8.0) 

(6.9) 

(8.1) 

(8.7) 

(lO.I) 

(7.8) 

(10.3) 


Notes: # F6r a caveat on this, please see Table 9. (Figures in brackets are percentages of GDP at current market prices). 
Source: RBI (1994) 
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can help derive an ap|mpftatle estimate in 
this regard. However, looking at various 
monetary ratios and savings data, we would 
hazard that about one*fourth* of Fils' 
investment in 1993-94 would have been 
included in the household sector's financial 
assets. There would then be a corresponding 
downward adjustment in overall domestic 
saving as well as in domestic capital 
formation (that is, in years in which the 
controlling total is less than the figure of 
capital formation estimated through the 
commodity flow method). 

Foreign Inward Transfers 

The nature of increases in foreign inward 
remittances on private account, including 
their sharp jump in rupee terms during the 
past three years due to a sizeable depreciation 
of the currency have been spelt out earlier 
(see also Table 7). Such remittances are 
treated as unrequited transfers and included 
under current account of the balance of 
payments (BOP). However, their treatment 
for national accounts purposes differs 
somewhat. In this regard, the UN System 
of National Accounts (SNA) lays down clear 
guidelines for dividing such transfers 
between capital transfers and unrequited 
current transfers, with capital transfers from 
the rest of the world constituting an 
independent source of finance for 
accumulation and current transfers as 
additions to the/ecipient's income account. 
According to the SNA, capital transfers are 
those grants which the recipient utilises for 
financing accumulation; alternatively, the 
payer may consider that he is placing part 
of his saving at the disposal of the recipient. 
On both the ccAints such transfers should 
appear as pan of capital finance. On the 
other hand, if the recipient utilises the grant 
to finance his consumption expenditure, the 
size of saving on the consolidated accounts 
of the recipient and the payer would be 
correspondingly reduced; such transfers then 
partake the character of current transfers. 
‘The main criteria adopted to distinguish 
capital transfers from unrequited current 
transfers are therefore the purposes for which 
the transfer is to be utili.sed. the basis and 
source of the payment, and the frequency 
with which the transfer occurs from the point 
of view of either the payer or the recipient" 
(UN SNA, 1968, para 7.77, p 131). 

In the Indian system of National Account 
Statistics (NAS), the CSO, considering the 
difficulties involved in classification, has 
opted for treating all transfer payments on 
private account as current transfers (and all 
on government account as capital transfers) 
[CSO 1989:330].'* It should be pointed out 
that considering the enormous size of private 
transfers now taking place, it is inadmissible 
to assume that all such private transfers are 
of a current in nature intended, for 


consumption purposes. First, if have to 
be true to the UN SNA fcamewoik, it would 
be necessary toclassify a part of such tianslers 
as capital transfers flowing from savings of 
the non-resident Indians living abroad which 
are used for capital accumulation purposes 
in India. If such a presumption is accepted, 
the implication for household saving and 
investment estimation, and in turn, for the 
aggregate domestic saving and investment, 
is of a significant nature. Briefly, under such 
a dispensation, of the total private transfers 
indicated above, the part designated as capital 
transfers will have to be deducted from 
household saving in the form of financial 
assets and simultaneously added to the 
amount of capital inflow from abroad as they 
would represent that part of the saving of 
the rest of the world used as a source of 
finance for accumulation in the domestic 
economy. 

The logic of deducting capital transfers 
from household saving in financial assets is 
explained in a summary picture presented 
below of the capital finance account of the 
household sector as designed in the SNA 
(A = B+C); 

A Finance for gross accumulation 
A1 Saving (Gross) 

A2 Capital transfers received, net 
B Gross accumulation 
C Net acquisition of financial as.seis (net 
of liabilities) 

[Various items of assets such as currency, 
bank deposits, company shares, as detailed 
in Table 8.] 


^hjs SNA pccoilfittng framework, 
hopac^ld savings (Al) should eqiud jposs 
aecomuiation <B) plus net acquisition of 
financial assets (C) minus capital transfers 
from abroad (net) (A2). As the estimates of 
household accumulation (i e, physical assets 
formation) are independently derived by the 
CSO by a residual method, capital transfers 
have to be deducted from net financial 
savings. This is an obvious formulation 
because foreign remittances are ab initio 
transformed into financial assets in the 
domestic economy. (This al^o assumes that 
all private capital transfers are in favour of 
the household sector, which is in turn the 
recipient to begin with of financial assets on 
that count.) 

The above formulation may be questioned 
on the ground that such private transfers 
have no quid pro quo involved, that they 
do not create any corresponding foreign 
liabilities unlike in the case of normal capital 
inflows. Alternatively, such a formulation 
tends to discriminate in treatment as between 
capital (investment income being treated as 
factor income) and labour (remittances out 
of wages being treated as current or capital 
transfers). Therefore, there is a strong case 
for deviating from the above SNA framework 
which in turn throws up t^^o possibilities, 
that is. cither we treat such transfers as wage 
incomes of expatriate Indians (i e, factor 
income)"* or entirely treat them as curreni 
transfers. In either case, they would appear 
as pan of the income and outlay account 
of the household sector, with such receipts 


Table 9: Possible Linkages between Financ ial and Physical Assets of Households 


Year 

Household 

Household 

Increase in 

Household 

Total 


Saving in 

Saving in 

Financial 

Saving in 

Household 


Financial Assets 

Financial 

Liabilities of 

Physical 

Savings 


(NeO (3-4J 

Assets (Gross) 

Households 

Assets 

(2+5) 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 



As Percentage of GDP 



1990-91 

8.7 

10.6 

2.0 

11 3 

20.0 

1991-92 

10.1 

II.5 

1.4 

7.8 

17.8 

1992-93 

7.8 

10.3 

2.5*^ 

7.7 

15.5 

1993-94 

10.3 

11.9 

1.6 

5.6 

15,9 


Note: There is some corroborative evidence to the effect that this estimate for 1992-93 was an 

over-estimation. RBPs Banking Statistical Returns (BSR) data suggest the following trends 
in aggregate bank lendings in favour of individuals, partnerships, etc. and all accounts of 
Rs 25,000 and below, which together could be said to be those of the household sector 


Year 

Outstanding 

Bank Credit 
(Rupees Crore) 

Increase over the 

Previous Year 

March 1990 

60816 


March 1991 

71252 

10436 

March 1992 

77252 

6000 

March 1993 

86863 

96U 


A possible reason for such a large jump in liabilities was the application of historical 
BSR proportions to tSie increase in bank credit which was phenomenal during 1992-9.^ 
(Rs 23,757 crore against Rs 12,164 crore in the previous year). Much of the larger part 
of the rise took place for food credit and medium- and large-scale induBtries, Rs 13.610 
crore (or 65 per cent of the total bank credit) in the year against Rs 2,746 crore (34 per 
cent) In the previous year. (RBI, 1993) 
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helping to sugment household consumption 
or saving or both.” 

From whatever angle we look at. there is 
no gainsaying that during the past decade 
and a h^f a part of the increases in household 
saving has been attributable to the inflow 
^of private transfers from abroad presented 
in Table 7. 

This note does not claim to have provided 
any comprehensive alternative set of saving; 
the purpose has been essentially to point 
out that the existing estimation procedures 
may give rise to a somewhat higher 
estimation of household saving, and in 
turn, higher overall domestic saving. V/e 
have dealt with only the possible over 
estimation arising from Fils’ portfolio 
investment and private transfers from 
abroad. When fuller attention is given to 
other issues which have been raised in 
literature, such as year-end bunching of 
financial assets [Rakshit 1983], proper 
apportionment to households of UTl and 
mutual fund mobilisations, collection of 
more accurate data on public deposits as 
well as assets in the form of company share 
holdings of non-banking financial 
companies, inclusion of household security 
deposits with various housing boards. 
MTNL and others which are not covered 
at present and appropriate adjustment in 
the paid-up capital of companies for global 
depository receipts (GDRs). etc [Kumaf 
1995], the picture of household/total 
domestic saving may appear to be quite 
different. 

11 

Trends in Domestic 

Capital Formation 

Without making any adjustment of the 
type mentioned above, the existing official 
estimates suggest that the decline in the ratio 
of gross domestic capital formation since 
1990-91, from a peak of 27,1 per cent to 
20.4 per cent, has been much sharper than 
that in domestic saving, but the fall has 
essentially been in inventory build-up from 
2.5 per cent of GDP in 1990-91 to 0.4 per 
cent in 1993-94 (Table 12). However, even 
the ratio of gross fixed capital formation to 
GDP has shown a distinct falling trend, from 
22.6 per cent in 1990-91 to 20.9 per cent 
in 1993-94; the latter ratio has been the 
lowest now for the past eight years since 
1986-87. 

Furthermore, if provisions are made for 
two additional factors, namely, relative 
price increases for goods entering the 
investment basket (that is, investment 
deflators vis-a-vis ODP deflators) and for 
the estimated depreciation of physical 
assets, a more realistic picture emeites 
regarding the size of gross or net capital 
formation in real terms as depicted in 
Table 13. Thus the gross capital formation 


latto of 20,4per pern in 1993^ in arttant 
market prices gets reduced to 19.4 percent 
at 1980-81 prices; it is further reduced to 
9.8 per cent when the estimated capital 
consumption is excluded and only net flxed 
capital formation in real terms is considered. 
It may be recalled that in the 1980s, the 
investment deflators had risen at a faster 
rate than CDP deflators as a result of which, 
by the end of that decade, the ratio of gross 
investment in real terms had turned out to 
be lower than that in nominal terms by 
about 2.5 percentage points (as, for instance, 
in 1990-91), However, during the past three 
years the above trend has been corrected 
as a result of recessionary conditions and 
depressed demand for investment goods so 
much so that the above differential between 
investment in real and nominal terms has 
been narrowed to just one percentage point, 
as in 1993-94. 

In this phase of development when the 
manufacturing sector is undergoing 
substantial restructuring and when 
technological obsolescence is taking 
place at a rapid pace, provisions for con¬ 
sumption of fixed capital at roughly 10 per 
cent of GDP seemed just the minimum 
required to sustain the existing production 
potential intact. It compares favourably 
with those obtaining in other countries 
(Table 14). In fact, at this stage of 
development the proportion of con¬ 
sumption of fixed capital should be 
higher; as it is the CFG of about 10 per 
cent of GDP is out of a considerably 
lower ratio of investment to GDP, as 
compared with other countries, though the 
latter are at more advanced stages of 
development. 


ID 

Compgrison with Soadi*EMt 
Asian Economlts 

An outstanding aspect of the st|cces$ ^ 
stories of the south-east Asian countries, ' 
as also the People’s Republic of China and 
Japan, has been their high levels of domestic 
saving and investment when they began 
thdrrapid economic and social development 
and more importantly, very rapid further 
increases in their domestic saving and 
investment ratios (Table 15). Marginal 
propensity to save in respect of those 
countries generally exceeded 30 to 33 per 
cent for about two decades of the 1970s and 
1980s (the 1950s and 1960s in the case of 
Japan) 

At times it has been emphasised in the 
literature on the south-east Asian country 
experiences that high economic growth rates 
achieved in the first place were responsible 
for stimulating high domestic savings and 
that high growth rates were made possible 
because of large net resource transfers from . 
abroad which helped to achieve high levels 
of investment, lltere appear to be many 
flaws in this reasoning. First, the large size 
of net resource transfers from abroad in the 
initial period was true of only a few countries 
like Korea and Singapore; it was not true 
of others including Japan. When Japan’s 
gross domestic fixed coital formation 
increased from 24 per cent of GNP in the 
early J9505 to 40 per cent in the late 1960s. 
it did so almost entirely on its own domestic 
savings; the latter rose from 24 per cent in 
the early 1950s to 36 per cent in the first 
half of the 1960s and 40 per cent in the early 
1970s [Akyuz and Gore 1994]. When 


Table 10: Recent Trends in Househoid Saving in FInanqal Assets and Their Unk with 
Growth in Foreign Exchange Assets 

(Anufunt in rupees crore) 

Of which. Saving in the Annual Expansion in Monetary Variabtes 

_ Form of _ M, Currency Bank Net 

C^ur^ncy Bank Deposits Deposits Foreign 

Exchange 
Assets 
of RBI 


1990-91 

S68S6 (10.6) 

6251 (1.2) 

16600 (3.1) 

38419 

6491 

31852 

3763 

1991-92 

70857 (11.5) 

8157 (1.3) 

20755 (3.4) 

50359 

8111 

42461 

10645 

1992-93 

72189 (10.3) 

6562 (0.9) 

25463 (3.6) 

50916 

7111 

43377 

3726 

199.3-94 

93495 (11.9) 

13241 (1.7) 

34854 (4 4) 

72467 

14067 

57185 

28775 


Note: Figures in brackets repiescnt percentages of GDP at curreni market prices. 


Table 11: Portpouo Investment in Recent Years 

(US S million} 


Item of Foreign 1990-91 

Currency Flows 

1991-92 

1992-93 

1993-94 

1994-95 

(April-Dee) 

Portfolio Investment 

«(20) 

92 (238) 

3493(10958) 

3141 (9853) 

a FIIs 

- 

1 (3) 

1665 (5223) 

1195(3749) 

b Euro Equities iGDRs) 

- ■ 

86 (240) 

1463 (4589) 

1726 (5414) 

c Offshore funds and ODRs 

8(20) 

5 (14) 

365 (1145) 

220 (690) 


NiHe\ Figures in brackers represent estimated amounts in rupees crore. 
Source: Govemmeni of India (1995) 


Year , Gross Savings 
in Financial 
Assets 
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Note: ^ Quick estimates 

Source: Central Statistical Organisation (1994, 1995) 
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Msday$ia idhicV^ a gms iJbmeatic saving 
rate of^ 24.6 per cent of ODP in 1968-72, 
it had a net resource outflow of 3.4 per cent 
of GDP. As for growth, there was the 
satisfaction of significant initial conditions 
chat facilitated it. What is more, it is now 
recognised that high inconie growth is not 
automatically translated into higher savings 
growth. “For instance, the average savings 
rate in newly industrialising countries of 
Latin America failed to show a significant 
increase from the 1960s to the 1980s despite 
relatively rapid growth of per capita incomes; 
nor has it shown any tendency to rise after 
the revival of growth in the 1990s” [Akyuz 
and Gore 1994]. 

It has become clear by now that those 
south-east Asian countries have had two 
distinct forms of advantages which countries 
in south Asia including India do not enjoy: 
a socio-economic environment conducive to 
high domestic savings; and overall public 
policies in general and financial sector 
policie.s in particular not only helped to 
proihote savings but also to discourage 
conspicuous consumption. A third factor 
which has been emphasised in literature 
though without unanimity relates to the 
distinct cultural characteristics of all those 


societies generally described as Confiician 
ethics of friigality and austerity. What is 
Indisputable in this respect, JioWever, is that 
the presence of a conducive socionaconomic 
environment and the public policy thrust 
that helped to strengthen societal propensity 
to eschew conspicuous consumption and 
stimulate domestic savings. 

First, effective land reforms, more 
equitable distribution of incomes and wealth, 
high levels of human capital, in particular 
high levels of health and literary standards 
for women, and large women participation 
in labour,"high labour productivity, all 
helped to reinforce an environment of 
broad-based development. Secondly, as the 
recent World Bank study has brought out, 
the financial sector policies were specifically 
designed to encourage savings and channel 
the funds into activities with high social 
returns [Page 1994]. As Page has emphasised, 
the south-east Asian economies increased 
savings by ensuring positive real rales of 
interest on deposits and creating secure 
bank-based financial systems. In addition. 
Japan and Taiwan established postal 
savings systems to attract small savers; these 
systems offered small savers greater 
security and lower transaction costs than 


private sector and mad^e MibisiunriA! 
resources available to government; ^*$ome 
governments also used a variety ^f more 
interventionist mechanisms to increase 
savings. Malaysiaand Singapore guaranteed 
high minimum private savings rates through 
mandatory provident fund contributions*' 
[Page 1994]. In many respects, these arc also 
the kind of policies pursued in India: 
generally positive real rates on deposits, the 
operation of a vast postal savings network 
and mandatory provident fund contributions. 
Above all, the spread of commercial branch 
network in India was unprecedented. 
However, in the case of the south-east Asian 
economics what made the difference was 
that “all imposed stringent controls and high 
interest rates on loans for consumer items 
as well as stiff taxe.s on so-called luxury 
consumption” [Page 1994]. Apart from 
pursuing well-managed <ind focused directed 
credit programmes, “commercial banks were 
clearly discouraged from lending for real 
estate development, housing finance and 
consumer credit” [Villas and Cho 1994]. In 
genera], a deliberate policy outcome was 
that domestic consumption was made to lag 
behind income growth (Akyuz and Gore 
I994J. 


Table H Trends in Capiial Formation at 1980-8 J Prices 


Year 

GDP at 


Gross Doincstic Capital Fonnation 


Depre- 

Net 

Change 

Gross Fixed Capital Fomwtfon 

Net 

(1) 

(1980-81) 

Market 

Pnees 

(2) 

House¬ 

hold 

Sector 

(3) 

Private Public 
Corporate Sector 
Sector 

(4) (5) 

Total 

(3+4+5) 

(6) 

Errors 

and 

Omis¬ 

sions 

(7) 

Adjus¬ 

ted 

Total 

(6+7) 

(8) 

ciution Domestic 
Capital 
Fonnation 
(8-9) 
(9) (10) 

in 

Stock 

(11) 

House¬ 

hold 

Sector 

(1-^) 

Private Public 
Corporate Sector 
Sector 

(14) (15) 

Total Fixed 
(13+14+ Capital 
15) Formation 
(16-9) 
(16) (17) 

1980-81 

136013 

13238 

3448 

11767 

284S3 

Amount in Rupees Crorc 

2427 30880 12087 18793 

2177 

11042 

3.541 

11693 

26276 

14189 

19)11-82 

1449(K) 

12208 

8502 

15178 

35888 

-3503 

32385 

12788 

19597 

7809 

9.559 

5368 

13152 

28079 

15291 

1982-83 

150379 

8245 

9102 

16635 

33982 

-.3,399 

30583 

13.595 

16988 

4686 

7483 

6566 

15247 

29296 

1.5701 

1983-84 

161547 

11180 

S558 

15502 

32240 

-1166 

31074 

14469 

16605 

260« 

8721 

5360 

1.5551 

29632 

15163 

1984-85 

167489 

7938 

7723 

17588 

33249 

-2285 

30964 

15448 

15516 

2465 

8167 

6184 

16433 

30784 

1.5336 

1985-86 

176648 

11131 

10104 

18216 

.39451 

-4091 

35360 

16340 

19020 

6477 

9060 

68.14 

17080 

32974 

16634 

1986-87 

185250 

10157 

10184 

19584 

39925 

-4650 

35275 

17293 

17982 

3928 

8948 

7818 

19231 

35997 

18704 

1987-88 

194085 

16376 

7755 

17958 

42089 

-251 

41838 

18334 

23504 

2134 

14741 

6554 

18660 

39955 

21621 

1988-89 

213345 

21996 

9612 

19463 

51071 

935 

.50136 

19476 

30660 

8271 

16362 

6899 

19539 

42800 

23324 

1989-90 

227367 

19877 

10449 

20629 

50955 

2165 

53120 

20530 

32590 

4445 

18883 

7976 

19651 

46510 

25980 

1990-91 

240261 

23551 

12021 

21896 

57468 

1620 

59088 

21805 

37283 

6869 

19920 

9753 

20926 

50599 

28794 

1991-92 

241458 

17184 

11839 

20349 

49372 

.351 

49723 

23148 

26575 

858 

16761 

10793 

20960 

48514 

25366 

1992-9.3 

252551 

16084 

18442 

20449 

54975 

-3067 

51908 

24605 

27303 

5150 

14246 

16229 

19350 

49825 

25220 

1993-94® 

261320 

11083 

19891 

21848 

52822 

-2173 

50649 

26001 

24648 

1126 

10200 

210.56 

20440 

51696 

2.5695 

1980-81 

100.0 

9.7 

2.5 

8.7 

Percentages to GDP at 1980-81 Market Prices 

20.9 1 8 22.7 8.9 13.8 1.6 

8.1 

2.6 

8.6 

19.3 

10.4 

1981-82 

100.0 

8.4 

5 9 

10.5 

24.8 

-2.4 

22 3 

8.8 

13.5 

5.4 

6.6 

3.7 

9.1 

19.4 

10.6 

1982-83 

100.0 

5.5 

6.1 

11.1 

22.6 

-2.3 

20 3 

9 0 

n.3 

3.1 

5.0 

4.4 

10.1 

19.5 

10.4 

1983-84 

100.0 

6.9 

3.4 

9.6 

20.0 

-0.7 

19.2 

9.0 

10.3 

1.6 

5.4 

3.3 

9.6 

18.3 

9.4 

1984-85 

100.0 

4,7 

4.6 

10.5 

19.9 

-1.4 

185 

92 

9 3 

1.5 

4.9 

3.7 

9.8 

18.4 

9.2 

1985-86 

100.0 

6.3 

5.7 

10.3 

22 3 

-2.3 

20.0 

9.3 

10.8 

3.7 

5,1 

3.9 

9.7 

18.7 

9-4 

1986-87 

100.0 

5,5 

5.5 

10.6 

21.6 

-2.5 

19.0 

9.3 

97 

2.1 

4.8 

4.2 

10.4 

19.4 

10.1 

1987-88 

100.0 

8,4 

4.0 

9.3 

21 7 

-0.1 

21.6 

94 

12.1 

1.1 

7.6 

34 

9.6 

20.6 

11.1 

1988-89 

lOO.O 

10.3 

4.5 

9.1 

23.9 

-0 4 

23.5 

9.1 

14.4 

3.9 

7.7 

32 

9.2 

20,1 

10.9 

1989-90 

100.0 

8,7 

4,6 

9.1 

22 4 

LO 

23 4 

9.0 

14.3 

2.0 

8.3 

3.5 

8.6 

20.5 

11.4 

1990-91 

100.0 

9.8 

5.0 

9.1 

23.9 

0.7 

24.6 

9.1 

15.5 

2.9 

8.3 

4.1 

8.7 

21.1 

12.0 

1991-92 

100.0 

7.1 

4.9 

8.4 

20.4 

0.1 

20.6 

9.6 

11.0 

0.4 

6.9 

4.5 

8.7 

20.1 

10.5 

1992-93 

100.0 

6.4 

7.3 

8.1 

21.8 

-1.2 

20.6 

9.7 

10.8 

2.0 

5.6 

6.4 

7.7 

19.7 

10.0 

1993-94® 

100.0 

4.2 

7.6 

8.4 

20.2 

-0.8 

19.4 

9.9 

9.4 

0.4 

3.9 

8.1 

7.8 

19.8 

9.8 


Note: w Quick estimates 

Source: Central Statistical Organisation (1994, 1995) 
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While a satisfactory exiirtaiMitlon for the 
rapid increase in domestic savings is said 
to be still missing and detailed time series 
data on sectoral savings and flow of funds 
ol the south-east Asian economies for their 
early phase of development at any rate are 
not available, the literature has increasingly 
emphasised the importance of corporate 
sector as well as government savings in the 
south-east economies [Woo 1991 and Akyuz 
and Gore 1994] ^'Countries for which 
sectoral data arc available, such as Colombia, 
Ecuador, India, Philippines, and Turkey, 
have had savings rates similar to or higher 
than those ofthe East Asian NlEs But while 
business savings in Korea, Malaysia and 
Thailand reached 9 per cent of GNP, and 
in China 14 per cent, in the 1970s and early 
1980s, business savings were almost zero in 
the Philippines, under 2 per cent in India, 
under 4 per cent in Ecuador and Turkey and 
around 5 5 per cent in Colombia’* Again, 
government savings in these countnes always 
constituted about 4 to 5 per cent of GDP 
{Woo 1991J 

It appears that the generation of high 
corporate profits in the south-east Asian 
economies has been made possible because 
of three important factors large business 
grouporfaimly ownership patterns precluded 
the need for large dividend payouts payment 
at the expense of corporate savings, the 
bonus system of remunerating employees 
tied a significant part of workers* pay to 
corporate profits as the bonus amounts 
became interest fee funds for the firms, and 
linkage of large firms with small enterprises 
through subcontracting also helped to 
generate profits amongst the small firms 

Broadly, on the perspectives on India's 
saving potential, it could be said that to the 
extent institutionalisation of saving growth 
had a role to play, the country achieved a 
fairly high rate of household saving 
comparable to those achieved in the south¬ 
east Asian countnes more than a decade and 
half ago But what is significant is that its 
subsequent growth, if at all, has been 
extremely niggardly despite an acceleration 
m the economy’s overall growth rate and a 
number of benefits denved by (he middle 
and ncher sections of society dunng the 
1980s And It IS beyond doubt true that the 
definitive thrust of new economic policy is 
to achieve higher economic growth by 
promoting consumption by the very middle 
and high-income classes They have been 
provided with a significantly larger personal 
disposable incomes without imposing any 
restraint, directly or indirectly, on their 
consumption propensity Higher amounts of 
gold and silver consumption have been facil¬ 
itated by imports which imply a significant 
amount of leakages of domestic saving The 
banking system has begun to scout around 
for the upper middle class clientele to grant 
them consumer credit As Hanumantha 
Rao (1995) has pointed out, stagnation in 


domestic saving consistom with the 
recent finding, based on the NSS data, that 
the consumption shares of individuals in the 
top three deciles increased over the reform 
period" A grossly unequal economic system 
IS neither conducive for broad-basing the 
development process nor for producing 
higher domestic savings All these should 


betmanatheiimforerenhi^af^ 
of iniproved household saving And in such 
an environment, it would also be aln)os( 
impossible to produce higher corporate and 
government savings The initiative in this 
regard has already slipped out of the 
authonties* gnp In the case of the corporate 
bodies, apart from competitive conditions 


Table 14 Consumption of Fixed Capital (CPC) Selbctbd Countries 



South Korea 



Japan 



_India 



CPC as Per Cent of 

GFCF 

CPC as Per Cent of GPCP 

CFC as Per Cent of 

GFCF 

Year 

GDP at 

Gross 

os 

GDP at 

Gross 

as 

GDP at 

Gross 

as 


Market 

Fixed Per Cent 

Maiket 

Fixed 

Percent Market 

Fixed Percent 


Pnees 

Capital 

of 

Pnees 

Capital 

of 

Pnees 

Capital 

of 



Forma 

GDP 


Forma 

GDP 


Forma 

GDP 



tion 



tton 



tion 




(GFCF) 



(GFCF) 



(GFCF) 


(1) 

(2) 

(^) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

1983 

- 

- 


136 

48 7 

28 0 

93 

48 1 

20 1 

I98S 

I0 2@> 

3SS<g> 

28 7@ 

136 

49 5 

27 5 

10 0 

48 4 

20 7 

1988 

104 

35 5 

29 2 

14 1 

47 1 

29 9 

98 

45 4 

21 6 

1992 

96 

26 9 

35 5 

157 

50 8 

30 8 

102 

47 8 

21 5 


Note GFCF = Gross fixed capital formation <§> for 1987 

Source OECD(l994A) Er/im/mn for Korea, and OECD (1994B) Eionomu Survey for Japan 


Table IS Gross Domestic Savinc# and Investment Rates of Countries in Asia 
(as per cent of GDP) 

Average 



1992 

1990 

1988 

1985 

1981 

1971 80 

1070*^ 

1965' 

Newly Industnalising Economies 
Hong Kong 31 4 

Gross Domestic Savings 

33 3 35 0 27 3 

30 4 

28 4 

25 0 

29 0 

Korea Rep of 

34 9 

36 2 

38 3 

30 7 

23 9 

22 3 

150 

80 

Singapore 

47 2 

45 1 

42 5 

40 6 

41 7 

30 0 

180 

100 

Taiwan ROC 

26 7 

27 9 

344 

32 9 

31 0 

12 1 


130 * 

ASEAN 

Indonesia 

37 7 

35 7 

34 0 

29 7 

35 0 

21 6 

140 

8 0 

Malaysia 

33 8 

31 I 

36 3 

32 7 

28 8 

29 1 

27 0 

24 0 

Thailand 

n 1 

33 0 

29 8 

206 

21 5 

22 2 

21 0 

190 

South Asia 

India 

24 3 

24 3 

21 9 

21 0 

21 1 

20 1 

160 

15 0 

Pakistan 

114 

106 

92 

63 

93 

9 1 

9 0 

130 

Sn Lanka 

13 0 

13 0 

12 0 

130 

14 8 

132 

16 0 

no 

Socialist Countries 

China 

401 

38 9 

37 6 

34 5 

28 4 

15 8 


25 0 

Developed Country 

Japan 

34 0 

33 9 

32 9 

31 5 

31 2 

11 1 

25 0 

25 0 

Newly Industnalising Economies 
Hong Kong 28 4 

Gloss Domestic 

28 4 29 9 

Investment 

21 7 

36 0 

27 8 

21 0 

36 0 

Korea Rep of 

36 2 

36 9 

30 6 

29 3 

29 5 

28 6 

25 0 

150 

Singapore 

40 8 

39 7 

36 9 

42 5 

463 

41 2 

39 0 

22 0 

Taiwan ROC 

24 4 

22 4 

23 3 

19 1 

30 3 

30 5 


20 0* 

ASEAN 

Indonesia 

35 7 

36 6 

31 5 

27 9 

25 4 

19 3 

160 

8 0 

Malaysia 

35 2 

32 1 

26 0 

27 6 

35 0 

24 9 

22 0 

20 0 

Thailand 

36 7 

38 3 

28 8 

24 0 

26 3 

25 3 

260 

21 0 

South Asia 

India 

26 7 

26 3 

25 0 

23 4 

22 8 

20 5 

170 

170 

Pakistan 

187 

189 

180 

183 

188 

164 

160 

21 0 

Sn Lanka 

23 3 

21 2 

22 8 

23 9 

30 9 

190 

19 0 

12 0 

Socialist Countnes 

China 

39 4 

366 


38 6 

27 8 

33 9 


24 0 

Developed Country 

Japan 

33 0 

33 2 

30 6 

28 2 

32 5 

12 2 

28 0 

240 


NoteK * Fdr 1960 
® World Development Report 1994 
$ Aricn Development Review, Vol II No I, 1993 
Soune Auan Development OutUuik vanous issues 
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the cotpomt secu^ imposing the need 
for awarding by Indian standards 
nreasonably high pay packets for 
ixecutives, their increasing dependence on 
he capital market would generally compel 
thsin to award larger distribution of profits 
thus go to dilute the importance of 
corporate savings. For some years to come, 
the central and state governments would 
find it extremely difficult to contain their 
revenue expenditures, particularly in the 
face of employee demands for parity with 
the private sector wages and perquisites. 
The bureaucratic control over public sector 
undertakings continues as debilitating as 
it was in the past and '"there is no major 
initiative to raise public savings by 
improving the management of public 
enirrprises” fRao 1995). 

All these put together truly raise doubts 
about the ability of the Indian economy to 
achieve further rapid increases in domestic 
sa VI ngs in a manner that the successfu 1 .south- 
cast economies achieved a pre-condition 
for rapid economic growth. 

Notes 

{Paramita Dcbnath and Bhagyashree Mondke 
undertook the statistical and econometric 
cumputations for this note.] 

1 These results of real saving senes, not 
published here, ore based on the methodology 
adopted in Shctty/S L (I990B). 

2 The relative stagnation in the domestic saving 
rate at the aggregative level appears puzzling 
considering <i) a significant increase tn the 
1980s tn real rates of interest combined with 
sizable fiscal concessions on small savings 
in particular, (ii) reduction in effective 
marginal rates of taxation on non-farm 
incomes, (iii) a structural shift in the 
distribution of GDP in favour of non-farm 
incomes; and (iv) relatively lower inflation 
rates in the whole of the 1980s. See Shetty. 
S L (1990A). 

3 The estimated conelation coefficient (r) for 
the growth in physical assets and financial 
liabilities for the period 1980-81 to 1993-94 
worked out to 0.8402. 

4 For instance, as perbanking data, bankdeposits 
held by farm households was only about 11.4 
per cent and those held by non-corporate 
enterprises/institutions was still lower at 7.4 
per cent of aggregate deposits in March 1992 
(RBI Bulletin, October 1994). 

5 Priority sector advances of banks increased 
from about 26 percent of total bank advances 
in March 1977 to 29 per cent in March 1978 
and thereafter steadily rose to 43 per cent 
between March 1986 and March 1990. 
Subsequently, it began a declining trend and 
touched 35 percent by March 1994 (see RBI 
Annual Reports, various issues). 

6 With the reootd foodgrains procurement by 
public agencies totalling 28 million tonnes 
in 1992-93 arid ^.9 million tonnes in 1993- 
94 (both July-June) and the build up of as 
much as 10.3 million and 3.9 million tonnes 
of additional food stocks during these years, 
food procufement credit rendered by the 
scheduled commercial banks shot up from 
R$ 4,670 crore at the end of March 1992 to 


Rs 10,907 Gioit at the end of Mamh 1^. 
a rise of Ri 6,237 crore oi' 134 per cent iii 
two years, lliat this factor may give rise to 
an exaggemtion in the estimaied household 
saving in the form of currency and also bank 
deposits was pointedly raised by MihirRakshit 
(1982 and 1983), Mujumdaretal (1980) and 
Shetty and Menon (1980). 

7 Unless, of course, the unpublished results of 
March 1993 have been used by the RBI in 
esumation. which appears very unlikely. 

8 What kind of impact the removal of these 
infirmities on the final outcome of household 
saving estimation is difficult to guess. For 
instance, premium amounts paid on share 
purchases by households at premium, which 
arc not included now, deserve to be included 
in household saving. Likewise, if financial 
institutions and corporate bodies include share 
premia or market value of their holdings (as 
in the case of the mutual funds), the residual 
earmarked for the household sector from out 
of the total paid-up capital of companies gets 
underestimated. As against these, a number 
of non-banking financial companies have 
share ownership, to what extent their public 
deposits as well as share holdings are captured 
in the existing data source and estimation 
procedures is a moot question. 

9 There may be some grants on government 
account for current consumption, we have 
ignored it here bccau.se thay are likely to be 
small As it is, government receipts as transfers 
form a small portion of the total unrequited 
transfers. 

10 Krishnaswamy et al k^r987) have treated such 
transfers as factor income from abroad. 

11 There will be a corresponding implication for 
the estimation of gross national product (GNP) 
os distinguished from gross domestic product 
(GDP). 
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An exclusive 
policy for the 
exclusive 
people. 




^ Whether you belong to rural or urban India 
—whether you are a successful businessman/ 
professional or a prosperous agriculturist, the 
kind of stature you have achieved in your field 
— does your life insurance figure match up? 

^ Should you not insure the contribution of 
the key persons to the profitability of your 
enterprise? 

Jeevan Shree is a policy with a difference. 




FLAG BEARER OF 
FAMILY SECURITY 
IN INDIA 








• There is no upper limit for Sum Assured. We 
leave it to you to decide. 

• Guaranteed additions @ Rs. 75/- per 

• Rs. Thousand Sum Assured every year. 

• Loyalty additions upto 75% of basic Sum 
Assured. 

• Facility of receiving policy proceeds in 
instalments. 

Jeevan Shrea. 

Because you’re worth a lot more. 

For further details please contact your Agent or 
nearest Branch Office. 


fife Jnsuronce Corporotion of Jndio 


MODE/BOM/95/LI.C./102/ENG 





1042 


Economic and Politicnl Weekly May 6-13,199: 




Gazii^ the Crystal Ball 

Indian Economy, Circa 1995 

V Pandit 
K Krishnamurty 
T Palanivel 

With the long awaited signs of industrial revival the past year has given rise to new expectations. If these prove 
right and the tempo of industrial growth is sustained, the economy would have entered a new phase of development. 
This inevitably brings new problems, especially to policy-makers. Erstwhile solutions are unlikely to be effective under 
the new scenario. 


I 

An Overview 

THE fiscal year which closed on March 31 , 
1995 has been full of precariously balanced 
hope and despair. While assessing odds in 
favour of the former some months back wc 
[Krishnamurty, Pandit et al 1994] had 
clearly highlighted this seb^saw pheno* 
menon between the bright and the bleak. Wc 
had, in fact, concluded with the statement. 

‘, if the economy fails to revive now, then 
hope has no meaning. But for now, we do 
hope." It is a matter of satisfaction that 
hope’ has prevailed for the present and 
our perceptions havcT, in many ways, proved 
right. Re^ GDP growth is likely to exceed 
5 per cent, and in particular, the index of 
industnal production is going to show an 
increase of over 8 per cent. Also, real 
investment is poised for a substantial 
recovery as a result of major pick up in 
Its private component. Our guarded 
iisse.ssment that 1994-95 will prove to be 
a turning point for the economy seems to 
have been borne out during the second half 
of the year. The present tempo of real GDP 
growth is likely to be maintained over the 
next two years [Pandit, Krishnamurty and 
Palanivel]. 

Again, as we had forecast the price trend 
continues to be a cause for worry as the 
rate of inflation is predicted to exceed 10 
per cent this year. There has been some 
deceleration in export growth compared to 
the last year's actual growth as well as 
:ompared to our September forecast, as 
hese are forecast to rise by about 14 per 
:ent in US dollar terms. On the other hand, 
revival of industrial activity in its wake has 
dso accelerated growth of imports from a 
low of 6 per cent to nearly 25 per cent. 
Consequently, the trade gap for the year 
(1994-95) will exceed $ 3 billion. However, 
dnee the country’s foreign currency assets 
'itand now at a comfortably high level of 
about $ 20 billion, the large current account 
deficit poses no immediate problem. 

For the next couple of years, the current 
trends are likely to continue or possibly 
accelerate. Real GDP growth will again be 


around 5.5 per cent in 1995-96 and over 
6 per cent in 1996-97. Inflation rate, which 
temporarily slowed down to 8,3 per cent 
in 1993-94, is up again. The current year 
will close with an average inflation rate of 
about 10.5 per cent. In the next two years 
it will remain close to 10 per cent despite 
some reduction. The growth rate in exports 
in dollar terms is expected to be about 12 
per cent for both the years, 1995-96 and 
1996-97, a bit slower than in the current 
year, 1994-95. This is in line with the 
anticipated slow-down in world trade in 
nominal terms in 1994-95 and 1995-96. 
Import growth in dollar terms will be over 
20 per cent in 1995-96 and somewhat 
lower in 1996-97. Despite this, simple 
calculations shows that trade deficit will 
widen and be sizeable in the next two 
years. Correspondingly, the current 
account deficit will also be substantial and 
larger than that anticipated for 1994-95. 
The projected trends imply near doubling 
of trade and current account deficits in 
1995-96 and even more in 1996-97. 

Thus, it appears that while real GDP 
growth will keep up or even accelerate, the 
annual rate of inflation, measured in terms 
of the average of the wholesale price index 
for 52 weeks, staying close to 10 per cent 
and widening trade and current account 
deficits should cause serious concern. 

The logic and assumptions underlying 
this prognosis for 1994-95 and 1995-96 
are presented below as we analyse in 
more detail output, prices, trade flows and 
balance of payments. In the discussion 
that follows, we highlight our prognosis 
for the two years, 1994-95 and 1995-96. 
We also briefly comment on the likely 
trends beyond this two year span. Our 
estimates for key macro-economic variables 
for 1993-94 and forecasts for 1994-95 and 
1995-96 are presented in the accompanying 
tables. To facilitate comparison, the tables 
also contain preliminary/quick/advaiice 
official estimates available for some 
indicators for 1993-94 and 1994-95. 
Growth rates in the tables refer to estimates 
based on our forecasts. Table 1 relates to 
production, capital formation, money and 


prices while Table 2 covers trade and 
balance of payments, 

n 

Output 

Let us first consider agriculture and allied 
activities which, with its contribution of 
about 30 per cent to total GDP, has an 
overbearing impact on the level of economic 
activity in the entire economy on the supply 
side as well as on the demand side. The long- 
run trends in the output in this sector are 
determined by capital formation, yield and 
acreage. Private capital formation and the 
allocation of acreage to food and non-food 
crops within the sector are guided by the 
relevant relative prices and yields. As far as 
public investment is concerned, we assume, 
first, that total public investment in 
nominal terms will grow by 10 per cent and. 
second, that agriculture will receive about 
8 per cent of this total. Given price trends, 
it is clear that in real terms public investment 
remains stagnant. In this context, it is worth 
noting that total real capital formation in 
agriculture witnessed near stagnation 
consequent to a decline in public investment 
in the recent past. Public investment at 
constant prices, in fact, declined to below 
Rs 12 billion in 1991-92 from about Rs 16 
billion per year during the years 1985-86 
through 1987-88. 

The monsoon continues to determine the 
extent of fluctuations around the trend in 
both yield and acreage. Tbe last monsoon 
was better than normal in terms of not only 
the total precipitation but also in its 
distribution across time and space. This is 
expected to result in agricultural GDP 
growth rate of about 3.3 per cent in real 
terms. F6r the year 1995-96, wc assume the 
weather conditions to be just normal. 
Gmsequently real GDP growth in agriculture 
will be of the lower order of 1.3 per cent 
Agricultural growth in the near future will 
move closer to the trend rate of 2.5 per cent 
as witnessed during the past two decades 
if at least normal weather conditions prevail 
and investment picks up. Paster growth of 
private capital formation and therefore of 
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output cannot be ruled out as a result of 
intersectoral terms of trade shifting in favour 
of agriculture. 

As noted earlier performance of the 
manufacturing sector give reason to believe' 
that the economy has crossed the first segment 
of the J curve associated with macro- 
economic stabilisation and structural 
adjustment policies. In 1993-94, the index 
of manufacturing production grew only at 
2.3 per cent. For this year (1994-95) the 
annual rate of growth is expected to exceed 
8 per cent. This translates into a growth rate 
of 7.2 per cent for real value added in 
manufacturing as against just about 3 per 
cent during 1993-94. 

An essential precondition to a steady and 
satisfactory performance of the manu¬ 
facturing sector is the reliable and strong 
support from the infrastructural sector 
(power, transport, construction and minerals). 
In 1993-94, output (GDP) growth in this 
sector was 4.1 per cent. In 1994-95 this is 
likely to be a bit higher at 4.7 per cent. In 
subsequent years there is a strong possibility 
for accelerated growth, which is estimated 
to be 7.1 per cent in 1995-96, and likely to 
be more or less sustained in 1996-97. This 
explains partly why manufacturing sector 
may grow faster at around 8 per cent in 
l’^5-96 and 1996-97. 

It appears that real capital formation in 
manufacturing during the current as well as 
the next two years will have to come lar^'ely 
from the pri vate sector. Real fixed investment 
of the public sector is likely to stay almost 
constant because a 10 per cent increase in 
public sector^s outlay on capital formation 
in nominal terms is going to be neutralised 
by an equal rate of inflation. Accordingly, 
it IS only in 1997-98 when there is an 
abatement in inflation that public sector's 
capital formation will begin to increase in 
real terms. This is more or less true for all 
sectors as the pattern of nominal public 
investment observed m recent years is 
assumed to prevail during the years to come, 
infrastructure has the largest share in the 
public investment (about 53 per cent), 
followed by manufacturing (16 per cent), 
public administration and defence (13 per 
cent) and services (11 per cent). 

Private sector's real fixed investment in 
the manufacturing sector will, on the 
average, continue to grow between 10 and 
12 per cent. This corroborates the prospects 
of accelerated growth of output in this 
sector. That private real fixed capital 
formation in infrastructure is tmltkely to 
grow more than 6 per cent may constrain 
faster industrial expansion. However, in 
making projections we have assumed better 
management and higher capacity utilisation 
in this sector so that output in this sector as 
well as in the manufacturing sector will 
accelerate despite slow growth of real capital 
formation. 


Perhaps, not surfMisingly, it U the services 
sector which seems to attract a large and 
fastest growing quantum of private 
investment. In fact, privatecapital formation 
in this sector will level with that in 
manufacturing in 1995-96 and outpace it in 
the subsequent years. Output in this sector 
tooexhibitsasimilartrend. Real value added 
in services is estimated to have risen by 7 
per cent in 1993-94. It is forecast to increase 
by 7.8 per cent in 1994-95 and by the same 
percentage in 1995-96. In the subsequent 
year (1996-97), growth rate would be 
possibly higher. In contrast, growth of real 
GDP in public administration and defence 
is estimated to have remained steady at 
around 4.5 per cent during 1993-94 through 
1995-96. In 1996-97 loo it will remain at 
the same level. 

All this added up, implies real total GDP 
growth rates of 5.7 per cent in 1994-95 and 
1995-96 and, 6,4 per cent in 1996-97. For 
1993-94 the rate of GDP growth is estimated 
to have been 4.4 per cent. Aggregate real 
investment (added up by industry of use) 
which declined in 1993-94 is poised to grow 
by 7 to 8 per cent per annum during 1994-95, 
1995-96 and 1996-97. Real fixed invcsl- 
ment, which according to our estimates, 
rose by 4.2 per cent in 1993-94, is forecast 


to tnerease u a rinie of ifeoift 6,^ par 
per annum during the years 1994- 
through 1996-97. 

Before we conclude this section, it 
necessary to note that growth rates project 
by us differ from the provisional/quii 
advance estimates of the Central Statistil 
Organisation though they move in the sai 
direction and are broadly in the same h 
park for comparable years. Even sm 
difference in the base year levels for 19^ 
94 may lead to the noticeable difference.s 
rates of growth in later years. 

Ill 

Price Trends 

As noted in the introduction, inflaii 
around 10 per cent is likely to persist i 
another year or even more. TTiis is not at 
surprising insofar as it is a most comm 
consequence of structural adjustmc 
programmes. In fact, it is gratifying that i 
rate of price rise has not been as large 
in most other countries undertaki 
economic reforms. It may be noted here tl 
China is currently experiencing inflation 
an order exceeding 20 per cent. All the san 
persistent double digit inflation is a mat 
of serious concern in the case of India i 


Tabuf. I Production, Capital Formation and Prices 
(Finiincial Year April I-March 31) 


(Rs billu 


Items 

1993-94 

8 

1994-95 

g 

1995-96 

1 

Production (Factor Cost) at 1980-81 prices 






Agriculture and allied activities 

688.5 

(694.1) 

2.2 

711,4 

(7107) 

3.3 

720 5 

1 

Manufacturing 

457.0 

(464.2) 

3.0 

490.0 
(504 6) 

72 

530.9 

8 

Infrastructure 

338 4 
(341.3) 

4 1 

354 3 

47 

379 4 

7 

Services 

702..'> 

(703.9) 

70 

757.5 

7.8 

8169 

71 

Public administration and defence 

124.6 

(126.9) 

4.5 

130 6 

4.8 

136 4 

4' 

Total GDP 2311.0 4.2 2443.8 

(2330.4) (2453.1) 

Capital Formation (total of industry of use) at 1980-81 prices 

.5.7 

2484.1 

'll 

Fixed 

497.0 

4.2 

528.9 

6.4 

563.5 

6! 

Total 

551.2 

(479.4) 

-1.6 

594 9 

7.8 

636.8 

71 

Money Stock (M,) 

Wholcsiric price Indices: 1981-82 a 

4335.7 

1080 

18.2 

5050.9 

K)5 

,5859.0 

I6( 

Agricultural products 

270.5 

(271.5) 

5.0 

306.6 

13.4 

337.3 

I0( 

Manufactures 

242.4 

(243.2) 

8.3 

266.5 

10,0 

293.2 

I0( 

All commodities 

247.6 

(247.8) 

8.3 

274.1 

10.7 

301.5 

lOf 


Notes: (i) g: Growth Rate in per cent; 

(ii) Figure»in parentheses under Production and Capital Formation are CSO'S Provisior 
Estimate for 199.3-94 and Advanced Estimates for 1994-95. Quick Estimates 
NatUmal Inctmie, Omsumptim, Expenditure, Saving and Capital FormatUm, 1993-^ 
and Advanced Estimates nf National Income, 19^-95: and Government of Ind 
Pebuary 1995; 

(iii) Figures in parentheses under Wholesale Price Indices for 1993-94 are official figu>^< 
Reserve Bank of India Bulletin, October 1994. 
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three rtmm f^dit 1993]. since 
India ha&. by and large, had no histoiy of 
high and sustained inflation so far, an episode 
of about 10 per cent per annum increase in 
the general price level lasting five to six 

;ars like the present one despite six 

vourable monsoons in a row, raises alarm. 
Under India'^ democratic set up this has 
serious implications at the political level 
with a feedback effect on the economy. 

Second, a persistent escalation in the cost 
of living, which is generally higher for the 
bottom rung of the society, on top of a 
severely skewed income distribution and 
large mass of absolute poverty, is indeed 
painful. It is here that China has an advantage 
as compared to India. Third, since the workers 
in the organised sector are .subject to wage 
indexation, even though partial and lagged, 
disparities between workers in the organised 
and those in the unorganised sectors tend to 
increasecreatingapotcntial for social unrest. 
In other words, the burden of structural 
adjustment, which presently includes 
inllation as a major item, is falling more on 
those who cannot and should not he made 
to bear it 

In our view, however, that the current rale 
ot inllation is not unmanageable insofar as 
us adverse consequences can be considerably 
mitigated if the government has the will to 
do so. That there has been much talk of a 
safety net but little action is disappointing, 
provisions made in the latest budget, 
notwithstanding. With good crops, food 
slocks exceeding 30 million tonnes and a 
very comfortable foreign exchange reserves, 
ihe government has the wherewithal for 
alleviating the distrcs.s of those who are 
severely affected by the new policy pro¬ 
grammes. Any further delay in undertaking 
determined action on this front can only lead 
to a situation in which the continuation of 
the new policies itself is unsustainable. 

Reluming lo the pace and causes of 
inflation measured in terms of the wholesale 
price index, averaged over 52 weeks of the 
year, increase in the general price level is 
likely to be 10.7 per cent in 1994-95. Next 
year (1995-96) it is forecast to come down 
slightly to 10 per cent and, in 1996-97 a 
further decline to a little less than 10 per cent 
appears to be plausible. In 1994-93, the rate 
of increase in the wholesale price of 
agricukural products wassignificantJy higher 
than that of manufacturers. In 1995-96 the 
two are likely to be more or less equal at 
10 per cent. But, in the subsequent year 
again, the escalation in the prices of 
agriculture based products will outpace that 
for manufactures. 

Contrary to the common perception 
among poKcy-makers and the public at 
large, money supply growth is only one of 
the factors, perhaps the most important one, 
that determines the rate of inflation. Price 
trends m the economy are governed by a 


vgiiety of factors on the and ibe 

supply side. These include money supply 
expansion relative to real GDP growth, 
output trends in agriculture, industrial 
demand for raw materials, import costs and 
costs associated with inputs as well as final 
products whose prices are directly or 
indirectly administered. In agriculture these 
include procurement and issue prices for 
major items like rice, wheat and sugar, and 
support prices for several agricultural 
commodities. Administered prices in ihe 
industrial sector, vix, energy-mineral related, 
include chiefly power, petroleum and coal. 
In the 1990s, agricultural procurement/ 
support prices rose, on ihe average, by about 
15 per cent while energy-mineral related 
prices increased by 12 per cent per annum. 
We assume for the forecast peruxJ a modest 
annual increase of 8 and 10 per cent for the 
two groups rcspc‘nivcly 
It may be noted ttiai money stock (wider 
definition) rose by 18.2 per cent in 1993- 
94. in the first hall of 1994-95, monetary 
expansion has been larger than anticipated. 
Several policy measure.s were initialed by 
the Reserve Bank ot India (RBI) in October 
1994 while unveiling the busy season credit 
policy to restrain monetary growth. Foreign 
exchange inflows on account of foreign 
institutional investors are expected to slpw 
down due to the narrowing of interest rate 
differentials between domestic and 
international markets. 1lic authonties are 
following caiihous policies with regard lo 


raising ami d^ploymeiit of both short- and 
long-term funds glmad by Indian companies. 
It is also expected that RBI credit to the 
central government will not exceed Rs 60 
billion by the end of the year 1994-95, as 
agreed upon between the RBI and the finance 
ministry. All the same, as matters stand now, 
we think that money growth will be about 
16 per cent for the year as against the earlier 
assessment of M to 15 per cent. 
Consequently, it is our judgment that money 
supply will increase by 16.5 per cent and 
16 per cent in 1994-95 and 1995-96 
respectively. 

Unlike in the past, when inflation was 
largely due lo supply shocks arising from 
poor harvests or world oil prices or due to 
abnormalities like wars, etc, the present 
episode of inflation i.s harder to grapple with 
[Pandit 1993J. In the first instance, controlling 
money supply growth is no guarantee that 
the inflation rate will return to a low, say 
5 or 6 per cent. Second, even if that were 
the case, money supply itself is not easily 
controllable because of the large share of 
foreign exchange assets in the high powered 
money (or, reserve money). Third, 
excessively tight fiscal-monetary policies 
could hurt both production as well ns 
investment and thus, be sub-optimal from 
the long-term view. Finally, under the new 
policy regime which prominently includes 
globalisation, the influence of world prices 
added on to the need for depreciation of the 
rupee is going to increase. It may, however, 


Tabu 2 Traoi and Balancl of Paymfnts 
(Financial Year April I-March 31) 


(US $ biHum ) 


Items 

1993-94 

g 

1994 9,S 

8 

1995 96 

8 

Trade- Directorate General of Commercial Intelligence and Statistics (DGCl and S) 


Total Merchandise Exports (fob) 

22 31 

18 2 

25.39 

13.8 

28.27 

11.3 

X 

(22 17) 






Total Merchandise Iinpoils (cif) 

23.19 

(23.21) 

5 6 

28 83 

24 3 

35.25 

22 3 

Trade Balance 

-0 88 
(-1.04) 


-3 44 


-^.98 


Balance of Payments 







Merchandise Exports (fob) 

22 84 
(22 70) 


25.93 


28 87 


Merchandise Imports (cif) 

23 97 
(23.99) 


29 84 


36 48 


Trade Balance 

-1.13 
(-1 29) 


-3 91 


-7.61 


Invisible (net) 

0.99 

(0.97) 


1.02 


2.39 


Current A/C Balance 

-0.14 

(-0.32) 


-2 89 


-5.22 


Exchange Rate 
(Rs per US dollar) 

31.37 

9.0 

M 37 

0.0 

33.00 

5.2 


Nines: (i) g: CirovMh Rale in per cent. 

(ii) Figures in parentheses under IX}CI and S senes are preliminary estimates, Reserve Bank 
of India Bulletin, October 1994 

(iii) Figures in parentheses for 1993-94 under balance of payments (BOP) are quick estimates; 
Annual Report, 1993-94, Reserve Bank of India, August 1994. 

(iv) The markup ofBOPexports and imports over DGCl and S are assumed to be about the same 
order as in the source cited in (iii). 
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be noted that since the value the rupee 
remained stable over two years* 1993-94 
and 1994-95 and world inflation rate 
has been low, this factor has so far 
contributed little to the inflation that India 
is now experiencing. 

It is necessary now to pursue vigorously 
supply management policies by taking 
advantage of the strong enabling factors, 
viz, large food stocks and foreign exchange 
reserves, to control the double digit 
inflationary situation. Useof foodgrain stocks 
and, timely and adequate import of 
commodities particularly those which are 
important in the common man’s consumer 
basket should bequiteeffective. Such import 
policies, if used judiciously, would have 
favourable supply and demand effects, 
namely, increase in supply and reduction in 
money growth which is increasing fast due 
to large foreign exchange inflows. 

While demand management policies 
through reduction in gross fiscal dcficit- 
GDP ratio have had a favourable impact on 
prices in the crisis years of early 1990s these 
have also had some adverse consequences 
with regard to the level of economic activity. 
For, whatever success has been achieved, is 
largely at the cost of public investment, 
particularly in infrastructure and agriculture, 
both of which are essential for growth. 
Current expenditures all of which are not 
necessarily productive, could not be 
controlled in an adequate measure. Given 
the hard political realities, it should not be 
surprising that reductions in fiscal deficit- 
GDP ratio could not be sustained. The scope 
of efforts on this front are now further limited 
in the present circumstances. This is evident 
from the somewhat populist policy 
announcements of several political parties 
which have proved to be handsomely 
beneficial during the recently held stater 
level elections. Needless to mention that the 
recent central budget bears a clear imprint 
of these considerations. 

IV 

Trade and Balance of Payments 

The country’s prospects and actual 
performance in the external sector is 
contingent upon a variety of exogenous 
factors which are difficult to predict. In 
particular, the tempo of worldwide economic 
activity, fluctuations and trends in the world 
prices are not only of critical importance but 
also hard to foresee. Correspondingly, 
forecasting is subject to greater hazards. All 
the same, one may make as good a prognosis 
as one can W!^ the available information 
and judgment, 

Let us take up exports first. Here it is 
important to note that the recent recession 
in the industrialised world has been more 
prolonged than any in recent times. While 
the US and some ^ropean economies have 


mote or less been locdcii^ up for the past 
year, several others are still straggling li^. 
In fact, it is worth noting that even Japan 
has been severely affected by the current 
recession. The former Soviet Union which 
provided a market for a lot of Indian exports 
still continues to be in turmoil. With this 
variation across countries, any guess is 
hazardous. All the same, we assume that in 
1994, total world real GDP growth would 
have recovered to 2,1 per cent from the very 
low rate of less than 1 per cent in 1992. 
Fiirther recovery is foreseen during the period 
1995 through 1997 with expected growth 
rates equal to 2.7 per cent in 1995, and 3.2 
per cent in 1996 and 1997. We also assume 
that world prices would go up by about 2 
to 3 per cent over the three years, 1995,1996 
and 1997. It is of interest to note in this 
context that world prices of SITC 
categories 0-1, 2-4, and 5-9 which exclude 
fuels (SITC 3) registered declines in 1993 
but recovered in 1994. It should be underlined 
that due to prolonged recession, inflation 
has so far remained negligible in most 
industrialised economies. Even oil prices 
have shown no upward movement though 
there have been considerable short-term 
fluctuations. 

On the domestic policy .side we assume 
that export subsidies, wherever continuing, 
would stay at the 1994-95 rates. But. we do 


m the sam time, greii^ privi 
sector effort and investment in mark 
research; quality improvement, etc, whichl i 
will steadily improve export markeJ ] 
penetration, lliis has been done by imposing! 
from 1994-95 onwards a smooth upward! 
trend in exports on top of what would hjj JL 
been the outcome consistent with pqiP 
behaviour. It was argued in our September ] 
forecast that in the years to follow the existing , 
exchange rate of Rs 31 .37 per US dollar will , 
not be maintainable if export growth has to 
be sustained. This has been confirmed once 
again by our present analysis. We have, 
therefore, assumed that the exchange rate 
(rupees to dollar) would go up to.Rs 33 in 
1996 and Rs 34 in 1997. lliis does not 
appear to be far-fetched in view of the repons 
that premium on short range forward 
transactions is currently ranging 4-6 per 
cent. That RBI has recently banned roll-over 
of forward contracts at historical rates is of 
interest in this context. However, it appears 
that the exchange rate adjustment assumed 
by us may fall short of the required measure 
of devaluation to maintain export growth in 
dollar terms exceeding 15 percent per annum 
There are distinct signals of a .slowing down 
of export growth from the high rate of 20 
per cent as registered in the year 1 993-94 
coinciding with a substantial depreciation of 
the currency. 


radical 

JOURNAL OF HEALTH 

We are pleased to announce that the Radical Journal of Health has resumed 
publication in 1995. 

RJH is an interdisciplinary quarterly journal focusing on medicine, health and related 
areas within a social science perspective featuring; 

* research contributions in the fields of sociology, anthropology, economics, 
history, philosophy, psychology, management, technology and other emerging 
disciplines; 

* well researched analysis of current developments in health and medicine; 
critical comments on topical events and policy issues; 

Plus specially compiled statistical data, book reviews, periodic .subject bibliogra¬ 
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RJH is published by an independent registered trust an4 is edited and produced 
by a team of researchers, journalists and activists. We seek the support and coop¬ 
eration of our readers in making this venture a success. 
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One Year: Rs 1(X); Three Years: Rs 280; Five Years: Rs 360 

Life; Rs 1000 

Institutional 

One Year: Rs 150 Life: Rs 3000 

Cheques and drafts to be made payable to Radical Journal of Health. Please add 
Rs 20 on outstation cheques. Please send subscriptions and other enquiries to: Padma 
Prakash, Radical Journal of Health, 19, June Blossom Society, 60-A Pali Road. 
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Our forecast is that, in doUar terms, exports 
will increase by about 14 per cent in 1994- 
95. by 1L3 per cent in 1995’'96 and at a 
higher rate of 13 per cent in the two 
subsequent years [Krishnamurty. Pandit et 

1994al. Export growth forecast for 1994- 
5, it must be noted, is on the lower side 
if trends in the first 10 months of 1994-95, 
Preliminary figures point to nearly 17 per 
cent increase. The projected rales imply 
exports in dollar terms to be of the order of 
25.4, 28.3 and 31.9 billions m the years 
1994-95,1995-96 and 1996-9) respectively, 
as against 22.3 billion dollars in 1993-94. 
These estimates correspond to trade figures 
of the directorate general of commercial 
intelligence and statistics (DGCl and S) 
which arc lower than those used for the 
calculation of the balance oi payments 
statistics by the RBI. 

Manufactures (SITC 5-9) ha.s the bulk 
share of over ihrec-tourlhs in our total 
exports, followed by agro-based exports 
(SITC (1-1), raw' materials (SITC 2-4) and 
lastly POL products (SITC TTie shares 
ot the latter three groups in the total arc of 
the order ol 13,4 and 2 |)crcent respectively. 
Exports ot manulaclurcs in dollar terms arc 
exjTcetcd to grow at a faster lalc compared 
to others. Manufactured exports are forecast 
10 grow at over 15 per cent in 1994-95 
lollowcd by a sloyi/ down to 12 6 per cent 
in 1995-96 and then a recovery to 13 or 14 
per cent in the subsequent two years The 
minuscule exports ol crude remain sta¬ 
tionary whereas exports of other SITC gioups 
{()-1,2-4) will on the average, grow at about 
7 per cent. Revival ot the Soviet and other 
k)i mer centrally-planned economics should 
add to India’s export growth 

As mentioned earlier, the upsurge in 
imporis has been spectacular during the tirst 
10 months of 1994-95 recording an increase 
of nearly 24 per cent. This is largely the 
result of industnal revival and partly due to 
the reduction in import tariffs. We expect 
this trend to continue so that for the year 
as a whole, imports m dollai terms would 
be higher by about 24.3 per cent compared 
to the preceding year. With continued uptrend 
in industnal activity, private capital formation 
and further reductions and rationalisation of 
tariff rates as anticipated, the forecast for the 
growth of imports dunng 1995-96 is a bit 
lower at about 22.3 per cent followed by a 
further slowing down in 1996-97 Since 
imports in dollar terms in 1993-94 were at 
23.2 billion the projected rates imply the 
import bill to be of the order of 28.8, 35.3 
and possibly about 41 billion dollars in 
1994-95,1995-96 and 1996-97 respectively. 

In making the above forecasts, we assume 
that domestic output of crude oil will be of 
the order of 33 million tonnes in 1994-95 
Compared to less than 30 million tonnes in 
1993-94, and an increase in it, on the average, 
by 10 per cent yearly during 1995-96 and 


1996-97, With this perhaps optimistic 
assumption, the import bill on account of 
POL and lelated products, which constitute 
nearly 30 per cent of our total imports, will 
increase by 15 and 18 per cent (in dollars) 
in 1995-96 and 1996-97; slowing down 
thereafter. Imporis of manufactures including 
capital goods (SITC 5-9) account for nearly 
two-thirds ot the loial imfiort bill and are 
slated to grow at a high rate, Tlie growth 
rate in 1994-95 is expected to be as high as 
28 per cent compared to about 8 per cent 
in 1993-94; decelerating to 24 per cent 
in 1995-96 and 19%-97. Imports of SITC 
0-1 category, which includes food and 
beverages and SITC 2-4, which comprises 
ot raw materials and vegetable oils among 
others, con.slitute about } and 7 per cent of 
total imporis respectively These products 
arc expected to maintain their shares implying 
their growth rale to be more or less the same 
as that of total imports. 

If the foiegoing assumptions and the 
implied forecasts aie valid, the trade gap 
for 1994-95 will turn out to be about 3.4 
billion US ilollars Rir 1995-96, the gap 
will widen to about 7 billion dollars and 
lor the next year u may be even larger.. 
However, the trade dehcit will be wider 
on balance of payments basis as we allow 
lor 2 and 2 5 per cent markup on DGCl&S 
values ol exports and uTipoti.s respectively 
These markup rates aie m line with the 
prelinunarv balatii C ot payment estimates 
of I he Reserve Bank ol India (RBI) for 
1992-93 uid 

Current account dclicit, given the trade 
deficit, depends mm net invisibles RhI m its 
pre I m 11 nary c s 1 11 nat es ol h alance < if pay men I s 
for 1993-94 place<l net invisibles at nearly 
% 1 billion it IS assumed that they will 
lemain at about the same level in 1994-95 
and then increase to S 2 4 billion in 1995- 
96 Ei;: 199b-97, il could be larger. 
Consequently the t iirrent account deficit i.s 
placed at S 2 9 billion in 1994-95 and at $ 
5.2 billion in 1995-^^6 As the trade deficit 
is expected to he much higher in 1996 97, 
the current account dclicit would be larger 
correspondingly 

The ratio of trade de he 1 1 to GDP at market 
prices on the above reckoning will increase 
from less than hall a per cent in 1993-94 
to I 3 and 2 } per cent in 1994-95 and 
1995-96 respectively while the current 
deficit will rise from a very low rate of one- 
tenth ol I per cent in 1993-94 to nearly 
I per cent in 1994-95 and to J 5 per cent 
in 1995-96. Il is expected to be near 2 per 
cent by 1996*97 


Summing Up 

With the long awaited signs of industrial 
revival the last yeai has given rise to new 
expectation.s. If these prove to be right and 


the tempo of industrial growth is ^st^ned. 
the economy would have entered a new 
phase of development. This inevitably 
brings with it new problems and new 
challenges for all important economic 
agents but, in particular for the policy¬ 
makers, They would have to deal with more 
complex phenomena over most of which 
they would not have as much direct control 
as they have had in the past, at least 
apparently. New trade-offs would have 
emerged in different spheres of the macro- 
economy. Movement trom a low level 
macro-economic equilibrium to one at a 
higher level is bound to cause problems for 
many sections of society as well as the 
economy generally. T\ ic persisting problems, 
at least for a while, would be continued price 
rise and adverse cm rent account balance. 
Erstwhile .solutions arc unlikely to be 
effective under the new scenario. While 
some problems may gel partly resolved 
and partly reconciled, the real problems 
affecting the mass of poverty-ridden 
humanity will accentuate at the micro¬ 
economic level Unless these are attended 
to properly and in lime, gains at the macro- 
level will not be sustainable. This is because 
the country has accumulated a large 
measure of absolute deprivation, and 
inequity. Unless and until thi.s accumulated 
dcad-wcight shows signs of reduction the 
future ol the society and nation at large, 
despite macro-economic pro.sperity, will 
remain precariously uncertain.. 

|Th».s pai>er is a part of the ongoing work on 
rnacro-econoinic modelling of the Indian 
economy and wa.s prepared for spring meeting 
of the Project LINK, United NaUon.s, New 
York. March 15 18. 1995 We are grateful to 
K L Krishna for discussions and coinmcnts on 
an curlier draft and to P Saibaba for u'scful 
contributions We are also indebted to Rajiv 
Soni and Unmana Sarangi who provided 
excellent research support.] 
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Reliance Capital Limited 

I Btgcl. OMm: Avdesh House', 2nd Floor, Pritam Nagar, 1st Slope, Ellisbridge, Ahmedabad-380 006 

/ CorporM Ofilea: Mittal Chambers. GroorKi Floor, 228, Nariman Point. Bombay 400 021 

^ Tel No. 2854684. Telex: 011*83320 RCFT IN, Tetefax 022-2853702. 

INVITES FIXED DEPOSITS 

INTEREST @ 14% P.A. 


1 

I 


* Additional amounts in multiples of Rs. 1000/- 

* The depositor can choose any of the above interest 
payment period. 

HKSHUGHTS 


SCHEME’B’ 

CUMULATIVE SCHEME 

Mhibniim 

Amount 

Ported 

Maturity 

Value 

Annual 
yield p.a. 

Rs. 5000/- 

1 year 

2 year 

3 year 

4 year 

5 year 

Rs. 5750/- 
Rs. 6605/- 
Rs. 7590/- 
Rs. 8725/- 
Rs. 10025/- 

14.98% 

16.05% 

17.27% 

18.62% 

20.11% 


* Additional amounts in multiples of Rs. 1,000/- 

* Interest compounded on monthly basis. 


SCHEME A’ 

EASY DEPOSIT SCHEME 
(Non-cumulative Scheme) 

Pelted 

Minimum 

Amount 

Interest 

Paid 

Any number of 
months ranging 
from 12 
months to 

60 months 

Rs. 5000/- 

Monthly 

or 

Quarterly 

or 

Half-Yearly 



• Profit maUng A Dividend payhg Compmty. 

• Premature repayment facKty as per R.B.I. Rutes. 

• No tax deekutlon at Source on Intereat Payment 
ipfo Ra. 2,500/- per annum. 

• Loan facNty upto 75% of depoNt value on eaay 
terms. 

• Deposits accepted from Non-ReNdertt Indksns on 
Repatriable/ftorhrepatrkdile baNs. (Corttparty has 
obtNrted Mantol approval from RBI.) 

HOW TO APPLY 

1. Fill in the attached Application Form appropriately. 

2. The Cheque/Bank Draft should be made payable to Reliance Capital Ltd - FIXED DEPOSIT A/C and crossed 
"ACCOUNT PAYEE ONLY”. The Cheque/Draft should be drawn on a Bank in the city which the Application Form 
is accepted. 

3. The Application Form along with the remittance should be sent to the managers to the Fixed Deposit Scheme at 
their respective collection centres or at the abovementioned address of the Company. 

4. interest on Deposits will commence from the date of realisation of Cheque/Draft by the Company. 


• Merest payable at per at at branches of SMe 

Omm Of tnOm. 

• Deposits wH be sucepied sd par, atAhmedabad, 
Bangahre, Baroda, Bombay, Calcutta, tlMras, 
NewDaIN, Pune. 

• For CenbeaMier than the above, the depoait can 
be remitted by demand thefts payable at Bombay, 
after deducting the normal bank charges Incurred. 

• Post-dated Interest Warrant for ea^fktandal year 
lasued In advance. 


PtaSodm as per the NoivBanUng RnancM Companlet aid 
Maciliniom Won-Banklng (Adverdaeinent) Rulw, 1977 as anMndad 
dais: 

a) NamaoflheConipany : RELIANCE CAPITAL LMHTED 

b) Dalaoflncoiporalien : 09/03/88 

c) Business eanisd by the Company wHhdatala of branches or units, 
liny: 

Leaaing and other Finance related activities 
The Company has Corporate Office in Bombay 
The Company 's nnholly oiMied subsidianes are . 

1) nelianoeaiare&Stock Brokers Ltd. -Broking 

2) Rskanoe Stockholding Ltd. - Stock hotding 

3) ReHanoe Safe Vault & Securities Ltd. - Sate Vaull 9 Security 

4) Reliance Homes Ltd. - Real Estate 

5) Rallanee Research and Management Ltd. - Equity Research 

AH having Its Registerad Office at Avdesh House', 2nd Floor, Pritam 
Nagar, 1st Slope, Ellisbridge, Ahmadabad>380 006. 

d) BrtsfparikitoaoflheiiianagsmsntidlheCoii^^ 

The ptanpeny is managed by the Managing Otractors subject to the 
Supaditiendance. dkectlon and control of dw Board of Directors. 


e) Name & address A'occupalfon of Dbectora: 

SHRID.CHATURVEDI (Chairman) CHARTERED ACCOUNTANT 

274/27 0. Petit Hall, Nepean Sea Road, BOMBAY400 036. 

8HRIH. N. RAO RETIRED BANKER 

11/104, Siri Bindu, UDUPI-576 101. 

SHRI O.J. KAPAOIA FINANCIAL CONSULTANT 

32, Sangeeta, Arthur Bunder Road, Colaba, BOMBAY-400 005. 

SHRI LAUT BHASM ADVOCATE 

10. Hailey Road. NEW DELHI-110 001. 

SHRI ANAND JAM (Managing Direclor) INDUSTRIALIST 

A-13, Sterling Apts.. 38. Padre Road, BOMBAY-400 026 
SHRI PAYATTU VULA JOHN MATHEW PAMKAR BUSINESS 

42, Eton Avenue. Swiss Cottage, LONDON NWS 3HL, U.K. EXECUTIVE 
SHRI J.R. SHAH TAX CONSULTANT 

25, Sagar Villa. Wabeshwar Road. BOMBAY 400 026. 

OR. A.C. SHAH RETIRED BANKER 

7. Jaikiran. Culls Parade. 60MBAY-400 005. 

SNRIV.H.PANDYA BUSINESS 

11, Orion Apt. Lalubhai Park Road, Andharl (W), EXECUTIVE 

BOMBAY-400058. 


I(MK 


Eoopofflic^aiid Politic:* 






Q ft g) Prafti ft DMdmdi 


(Ri.lnlJkiw) 


rsncKi 

PtoM 

- 

OWffDrv 

Tax 

Prom 

iRwr 

Tax 

ObSBSnd 


31-03-92 

922.73 

922.73 

304.78 

15 

31-03-93 

1213.52 

1213.52 

420.75 

18 

31-03-94 

2557.47 

2557.47 

962.45 

22 


h) fti wmw i l ml ftnwcM poi B lon ot lh> Company i p giw l n g In ttw 
two AudM Biriinoo Ohooti: 



Aia 

31-384 

lliAaca 

AaU 

31-383 

RaJlJGi 

Anaw 

AiU 

31-3^ 

fbAaee 

Aaat 

31-343 

RaJLice 

Share Cipittl 

4261.34 

300280 

FixidAteeisfNet) 

1160187 

634391 

Reserve & Surplus 

1004914 

736404 

Investtnenls 

3667 19 

166226 

Secured Loans 

17204 

2393.33 

Currant AttUs 

74378 

151361 

Unsecured Loans 

4619.87 

- 

LoansAAdvs 

4624.10 

2650.0? 

Current batNbties 
AProvtsions 

1459.21 

844 90 

MwceHaneoue 

Expenditure 

(to the extent not w/o) 

134 76 

154.75 


20781 70 

14525.07 


20761.70 

1452507 

Contirsgent UebltlM 



Aeal 

As at 


31-^ 31-3-93 

RtAopt R»./Lict 


1 

Bills of Exchange rediscounted by the 

Company with Banks 

969.54 

- 

2 

Since realised 

969 54 

- 

3 

Estimated gmount of Contracts remaining to be 
executed on Capital Account (Net of advances) 

44 16 

0.05 

4. 

Allotment money and calls unpaid for partly 
paid Debentures 

340.02 

121 29 

5 

Outstanding unde^writing/standby 

Commitment on capital issues 

163 00 

105 00 

6. 

Bank Guarantee issued by the bankers of 
the Company 

0 05 
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I) Amount wNohComiMiyoonfiloo by way of dopotllsundorNo^ 
tlanlin Hnannlif ftnnpanln ffttttrrrt HintTt fflrrilYtf 1977 aa 
amamM lo data. 

(Rs. in Lacs) 

ThaaiTKMjnt which tha Company can raise by 141757.20 

way of Oaposits tOQSther with specified 
borrowlnQS as per Hmtts applicable for a 
Leasing Compimy as per Reserve Bank of 

India direcliona and rules for Deposits _ 

14175720 

Aggregate of deposits actually held as at 31-3-94 Rs. 419 Lacs 


[) Aa on the data of tMa Ad v en ia efnent, the Company has no 
ovofdua dapoalla. 
k) Tha Company hereby dadaraa:- 

that the Company has complied with the provisions of the Non-Banking 
Financial Companies (Reserve Bank) Directions. 1977 that the oom- 
pHance with the directions does not imply that repayment of deposits is 
guaranteed by the Reserve Bank of India, that the deposits accepted 
by the Company are unsecured and rank pan passu with other 
unsecured liabilities 

This text of Advertisement was placed before the Board of Directors 
and approved at their meeting held on 30th December, 1994 and the 
above Advertisement is issued on the authonty and in the name of the 
Board of Directors of the Company A copy of the text of this 
Advertisement signed by the maiority of the Board of Directors who 
approved the Advertisement has been delivered to the Regional Office 
of the Department of Financial Companies of Reserve Bank of India, 
Bombay and the Company has been classified as a Non-Banking 
Financial Company under the Non-Bonktng Financial Companies 
(Reserve Bank) Directions, 1977 


By Order of the Board of Directors 

for RELIANCE CAPITAL LUMTED 

Place Bombay (V.R. MOHAN) 

Date* 30-12-94 COMPANY SECRETARY 
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Reinterpreting Retreat of the State 
in a Second Best Environment 

Arun Kumar 

The path from the Second Best to the First Best based on reduced government intervention in the economy, with 
a major component of it based on opening up of the economy, faces instability on several counts - inadequate resource 
mobilisation (public and private), budgetary imbalance and growing debt and interest burden, inability to control 
inflation and growing disparities (regional and amongst income classes). Thus, any path charted out with reduced 
government intervention (assuming that policy failure is eliminated) may not only not lead the economy to the socially 
optimum point but not even to the First Best frontier. 

With policy failure and the economy in the Second Best environment, the First Best is unattainable by reducing 
government intervention. The economy may move to a more suh-optirnal situation while the Second Best frontier 
contracts to a socially less desirable position. ITie principal problem facing the economy is not too much government 
intervention but failure of policy. The trend of the five budgets since 1991 illustrates the proposition that the economy 
is moving to a more sub-optimal position within the Second Best frontier with no stable path out oj the trap. 


1 

Introduction 

UNION BUDGET for 1995-96 is the fifth 
of a sequence of budgets since 1991. The 
budget seems to have rediscovered the p<M)r. 
But this is mere rhetoric since budgetary 
allocations for the schemes for the poor arc 
either negligible or in some cases less in real 
terms than in the previous year [Kumar 
1995aJ. The budget does not indicate 
government’s pro-poor commitmciu and is 
a part of a trend initiated in 1991 though 
there lire now signs of growing confusion 
in the minds of policy-makers. 

1994-95 Trends 

1994-95 saw the best economic 
performance since 1991 with the growth rate 
of the economy back to tlic trend rate achieved 
in the 1980s. While growth in agriculture 
has more to do with the excellent monsoon 
rather than NEP, growth in industry wa.s 
creditable. The current account deficit in 
BOP is down to 0.5 per cent of GDP due 
to continued increases in exports and the 
fiscal deficit has declined due to high revenue 
buoyancy. Foodgrains and foreign exchange 
reserves are at record levels. But that is 
where the good news ends and is 
overwhelmed by the bad. 

The rate of inflation is hovering around 
10 per cent, and unemployment is growing. 
Both these are putting pressure on the real 
incomes of the vast majority of the people. 
Income and wealth and regional disparities 
appear to be widening. In the central budget, 
the revenue deficit, bonowing and interest 
burden are increasing and capital 
expenditures are not growing in real terms 
while the Plan is likely to miss targets by 
a long shot and aggravate infrastructure 
shortages. Investment and .savings rate .seem 
to be still below the levels achieved in 1991 


[See Kumar 1995b for a more detailed 
analysis]. 

Hot money flows are destabilising the 
slock market and leading to anxiety on BOP 
front though foreign exchange reserves are 
at record levels. They have also caused a 
sharp upsurge in high powered money supply 
in spite of the govemmentkeeping the budget 
deficit on target. There are fears of a Mexico 
like situation overtaking the Indian economy 
in spite of official pronouncements to the 
contrary.' Black economy seems to be 
pn^liferatingevcn though buoyancy of direct 
taxes has gone up. 

Above all, it is pointed out in Kumar 
(1995b) that (a) the Indian economy is 
increasingly beset with instability - in the 
external account, the budget and with regard 
to demand factors, and (b) the policy-makers 
are losing control of the economy. Tliis is 
a dangerous combiniftion since instability 
may lie dormant and manifest themselves 
when triggered off. They may get out of 
hand quickly specially when policy 
instruments have been blunted - events in 
Mexico in 1994 point to such dangers.* 

Instability needs to be eliminated when 
the going is still good. Enough policy 
instruments are needed to guide the economy 
to keep instability in check, otherwise with 
fewer degrees of freedom the economy can 
go out of control. Parameters causing 
instability need to be acted on (which needs 
policy instruments) and this requires advance 
action. Kaldor (1940) presents a case of an 
unstable capitalist economy which gtxis from 
a boom to a depression when action comes 
even slightly late. 

Unfortunately, in a globalising world, 
shocks can come from various direction.^, 
unexpectedly, rapidly and can be so large 
for small sized economies (like India) that 
they cannot control the consequences by 
their own polices. Hence all tbo.se actions 
which are only partly understood, reduce 


flexibility of action or create potential shock.s 
must be taken witli caution. Tliis is the lesson 
of 1994-95 which needs to be kept in mind 
in 1995-96 and the budget needed to have 
been accordingly framed. Tlic budget also 
needed to consolidate the gains of 1994-95. 
These are the points of focus of this paper 

Section I of the paper analyses the union 
budget for 1995-96 in the light of what 
needed to be done and whether it would 
achieve its stated goals. Section IT presents 
the key features of the last five budget.s to 
understand the reasons for the growing debt 
and interest burden and the logic of direct 
lax concessions in the name ('f the Laffer 
curve hypothesis. It analyses the reduction 
of the gri>wth impulses in the economy and 
its links with the strategic retreat of the slate 
in favour of international finance capital. 
Section III analyses the underpinnings ot a 
retreat of the state in the light of the theory 
of the second best used in neoclassical 
economics. It analyses policy failure and 
redundancy of jx^licies. The issue addre.ssed 
is, even if the economy faces problems in 
the short run due to NEP, does neoclassical 
theory hold promise that it will do better in 
the long run? In other words, are the problems 
transitional and under neoclassical 
assumptions can it be shown that a path 
exists from where the economy is to where 
it is supposed to go with the retreat of the 
stale and Tree’ markets? Section IV is the 
concluding .section which brings into focus 
the absence of a path to the promised golden 
future and the instability of what is going 
on under NEP. 

II 

Key Features of the Budget 

Union budget for 1995-96 has been 
officially projected as anti-inflationary, 
growth-orient^ and aspro-poor. The budgci 
clearly has as its backdrop the recent losses 
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in assonbiy blaclions and is ainung at 
improving the image of die ruling party for 
the coming general elecUons. The budget is 
supposed to continue the fiscal collection 
by aiming to lower the fiscal deficit from 
6.7 per cent of GDP to 5,5 per cent of GDP. 
It continues the liberalisation on the external 
front by lowering customs duties across the 
board. However, none of these publicised 
packages is promising. Worst, budget 
falls between several stools and will not be 
able to achieve the stated goals or consolidate 
on the achievements in 1994*95. 

Growth in the Indian economy since 1991 
has been largely a result of automaticity of 
growth in agriculture and services sector and 
not a result of NEP. In Kumar (1995b) it 
IS argued that the spurt in industrial sector 
growth is aresult of special factors prevailing 
in the la.st 18 months and that the base of 
such growth is rather narrow. It is quite 
likely that the special factors may not 
continue to operate and that the growing 
income and wealth and regional disparities 
will result in a narrowing of the base of 
growth. It is argued that the budget needed 
to give a boost to the long run factors which 
could have given growth a more permanent 
basis. 

For this, the decline in the rate of inve.stment 
since 1991 not only needs to be reversed 
but rai.sed substantially. Investment rate 
may have picked up somewhat in 1994-95 
due to cyclical factors but due to the 
declining trend in real public investment 
and earlier excess capacity in industry, it 
is unlikely to have reached the levels 
achieved in 1990-91. 

Net real capital formation in the current 
budget has declined by 24 per cent [sec 
Graph 1 and Kumar 1995a], Since private 
.sector investment in India has depended on 
public investment this cut will affect private 
investment aLso?Furthcr, since the budgetary 
contribution to the Plan has also been cut 
in real terms and the Plan itself is dependent 
on unrealistic goals of lEBR, the overall 
Plan targets arc unlikely to be fulfilled. This 
is likely to aggravate infrastructure shortages 
in the economy and slow down growth. The 
Imdget then docs not encourage growth. If 
growth continues to be strong, it may be for 
reasons independent of the budget, like an 
excellent monsoon, stock market boom and 
inflow of foreign investment in spite of 
heightened political uncertainty in 1995. 

The budget makes much of the high tax 
revenue buoyancy in 1994-95 and has 
attributed it to cuts in rates of taxes.^ This 
is supposed to be a vindication of the belief 
in the Laffer curve hypothesis in the Indian 
context. The argument i.s that cuts in tax rates 
lead to an improvement in tax collections 
because with reasonable tax rates, taxe vasion 
is supposed to decline and there is supposed 
to be an increase in work effort, output and 
incomes. Data given in Table 1 suggest that 


ther^ is no siny^k inverse relatioasiitp 
between customs revenue and tariff rates as 
suggested for India by Bhagwati and 
Srinivasan (1993), 

In Kumar (1995a) it is argued that the 
available data on direct taxes and excise 
duties for 1994-95 (revised estimatcs)donot 
support the Laffer curve hypothesis. In the 
case of excise duties, for many major items 
duty collections have been less than the 
budget estimates (Table 2). Steel, chemicals 
and petro products arc exceptions. In the 
case of steel, the duly rates were raised. If 
corporate sector sales rose by 26 per cent 
in the first six months, and since bulk of the 
excise duties are paid by the large scale 
sector, the rise in duty collection should 
have been in excess of 20 per cent but they 
increased only by 17 per cent (revised 


estimates). Hence buoyancy calculated over 
GDP may be.mO(t than 1, but if calculated 
over the relevant base - sales of large scale 
sector • it is likely to have been less than 
L Thus, excise duty collection neitherfrom 
individual items nor in the aggregate seem 
to confirm the Laffer curve hypothesis. 

In Kumar (1995a) it is argued that the pro¬ 
poor package in the budget is either under-, 
funded or based on additional burden on the 
financial sector. Further, it is suggested that 
the budget will not be able to make a dent 
on the rate of inflation because of a host of 
factors like inability to increase subsidies 
and likely increase in administered prices 
required by a high IF 4 BR.^ It is then unlikely 
that the ruling party will reap any political 
dividends unless the budgetary ^locations 
are raised at a later date. 


1'able 1 : Customs Dirrv Cotiiimohjs and Tax Cirra 

Fiscal Revenue Collections (Rs Crore^ Per Cent Growth in Average Peak Duty 

Year Budget Revised Increase in Rupee Duty Per Cent 

Ending Estimate Estimate Actual Collection Iniporl.s (Per Cent 

Decrease) 


1991 


20000 

20644 


22.3 


300 

1992 

25900 

22895 

22257 

7.8 

10.8 

3.7 

150 

1993 

25212 

25500 

23776 

6.8 

32.4 

4.4 

no 

1994 

27727 

22500 

22193 

-6.7 

15.3 

12.8 

85 

1995 

25200 

26450 


19.2 

22 

lO.l 

65 • 

1996 

29500 



11.5 


4.5 

50 


Notes: (I) Per cent Increase for 1995 is for RE and for 1996 BE over RE. 

(2) Av Duty = expected loss of revenueyprevious year’s revised estimate. 
Sources: (1) Budget at a Glance, various issues 

(2,» Receipts Budget 1995-96 

(3) Budget Speech, Part B, vantHis years. 


Tabi !: 2: Major Items of Excise Duty C'ollections, 1994-95 


Excise Item 

Budget 

Heads 

Budget Revised 

Estimate Estimate 

(Rs Ciore) 

Change 
in Duty 
(Per Cent) 

Per Cent 
Growth 
IIP 

(April- Oct) 

Cigarettes 

27 

2074 

1860 

16.2 

4.9 

Cement 

31 

2275 

1917 

0.0 

8 

Plastics and article 

61 

1900 

1449 

■» • 

- 1.1 

9.5 

Synthetic filament 

79 

2000 

1521 

9.3 

13.7 

Aluminium and article 

106 

577 

527 

-14.8 


CTiapler 84 

119 

1080 

851 

0.3 


Chapter 85 

125 

960 

900 

-12.5 


Giapler 87 

130 

780 

700 

-6.1 


Motor spmi 

34 

1515 

1583 

24.3 

5 

Pharmaceutical products 

‘ 46 

670 

673 

4,3 

9.5 

Tyres and tubes 

62 

1100 

1138 


6.6 

RD oil 

36 

800 

1285 


5 

Chapter 28 

44 

422 

569 



Organic diernicaJs 

45 

790 

1046 

16.2 

9.5 

Pdper and papcibuard 

71 

525 

570 

16.0 

12.6 

Cotton and cotton yarn 

75 

352 

504 

20.4 

-1.6 

Iron and steel artides 

102,103 

2735 

3499 

15.9 

8 

Car and motor vehicle 

128 

725 

824 

-6.3 

17.4 

Total of above 


21280 

21416 

6.4 


Total for all indusines 


31516 

31694 

0.4 

8.3 


Notes: Rates of growth (where available) are approx based on IIP Qiange in Duty Rates 

= Rev Effect/RE 1993-94 
Sources: (1) Receipts Budget 1995-96. 


(2) Economic Survey 1994-95. 

(3) Finance Bill 1994 
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It q>pcar8 tbat like in earlier bedgeta. 
expenditureft an sebaidics, aalariea and 
penaions. etc, have been underestiinated. In 
the 1995-96 budget, interest paymenta also 
seem to be underestimated. Revenue 
estimates are based on a projected high 
groivth of the economy and a high buoyancy 
of taxes. It is argued in Kumar (1995a) that 
these assumptions are unlikely to hold so 
that the revenue and fiscal deficit targets 
may be again exceeded in 1995-96 as in the 
last four budgets [Kumar 1994]. Thus (he 
claim of fiscal correction is unlikely to be 
fulfilled. 

The Economic Suivey projects that there 
has been a substantial impact on employment 
generation in the last two years. However, 
the basis of this claim is unclear. During the 
1980s. a higher average growth rate could 
not create adequate number of Jobs in the 
organised sectors. The burden fell entirely 
on the unorganised sectors with residual 
creation of employment. The cunentgrowth 
pattern with emphasis on the large scale and 
capital intensive sector is likely to have even 
more adverse consequences. 

Crude calculations pre.sentcd in Table 3 
suggest that if Uie elasticities achieved in (he 
period 1983-87 arc used along with the 
sectoral growth rates then employment 
generation has lagged behind the rise in (he 
workforce during 1991-95 (Graph 2). The 
elasticities for the 1990s are likely to be even 
smaller than those from the mid-l9K0s.' 

It is pointed out in Kumar (1995b) that 
the current high corporate gniwlh implies 
a stagnation or a decline in tlie small scale 
sector. Small .scale sector output is being 
displaced by the large scale sector. Since the 
average employment elasticity in the small 
scale sector is six times higher than in the 
large scale .sector, one can conclude that 
there is likely to be gix>wing unemployment. 
Even ifthe government’s claim tliat 6 million 
jobs per annum were created in the lust two 
years is accepted, the number of those 
entering the workforce was at least 7.5 million 


accordtiig lo the Platuiing Comifiitirion. 
Unemployment must have increased. 

In bHef, it can be concluded that the union 
budget for 1995-96 may have some positive 
features but its overall macro impketon the 
economy will be negative for the poor^ both 
on account of inflation and unemployment. 
It will also not give any bcx>st to the growth 
of the economy or further the needed fiscal 
correction. 

m 

Trends in Last Five Budgets 

The analysis presented above suggests 
that the union budget 1995-96 does not 
break new ground and can be analysed as 
a part of the trend of the budgets since 1991. 
What arc these trends? 

First, the budgetary calculations have been 
repeatedly in error and not by small amounts 
[Kumar 1994). While revenues have been 
mostly overestimated, expenditures have 
been underestimated. As acon.sequence. the 
revenue deficits have been on the rise, 
necessitating a rise in borrowings and 
re.su]ting in a growing interest burden. Tlius, 
while growth in other revenue account 
expenditures has been brought down, total 
revenue accountexpcnditurcs have continued 
to ri.se rapidly. 

Second, the share of revenue as a fraction 
of GDP has fallen [Kumar 1994]. This is a 
result of cuts in rates of customs duties and 
the inability of other taxes to make up for 
the loss of revenue. Direct tax rates have also 
been .systematically reduced. As argued in 
Kumar (1995a), this has not resulted in a 
rise in the buoyancy of collection of tliese 
taxes if their relevant base is taken into 
account. With the sharply increasing 
corporate and business income.s and 
executive salaries, the direct tax collections 
should liuvc ri.scn faster. In brief, revenues 
have been sacrificed while expendi tiires have 
continued to rise. Tliis is the reason for the 
increa.sed revenue and fiscal deficits. 


11lird.tbi$gixywing 

budget baa cauaed cuts in capital account 
expenditinres, reduced rates of growth in 
budgetary sup^rt to the Plan and crisis in 
the budgets of the states. Fourth, this in turn 
has led to the total real expenditures on 
social sectors by all levels of government 
to stagnate in spite of rising poverty [Kumar 
1994). Fifth, in real terms, subsidies have 
been cut back, like on food, education, health 
and tran.sport.^ 

Sixth, the economy has been opened up 
through reduced customs duties and 
elimination of most quotas. Foreign invest¬ 
ment has been liberalised so that it more or 
less enjoys capital account convertibility 
and has even been granted more concessions 
(like in taxes) than Indian capital. Thus, even 
within its home market, Indian capital which 
is both smaller in si/e and technologically 
less equipped faces a disadvantage. 

Many more features may be added to the 
above list, like the moves to privatise 
infrastructure and financial sector and sale 
of equity of PSE. All these features of the 
past budgets can be characterised as reduceil 
state intervention in the economy. 

Tliis has reduced tlic number of policy 
instruments in the hands of the policy-maker 
and reduced her/his capacity to re.spond to 
problems faced by the cct)nomy Further, 
with the opening up of the economy, 
international events have become important 
for the economy and since the policy-makers 
have no control over them, this further 
reduces their capacity to guide the ect^nomy, 
as required. Together, thc.se factors have 
reduced lire Indian policy-makers' degrees 
of freedom and increased the vulnerability 
of the economy (and more .so of the p(x>r) 
[Kumar 1995b|. 

The manner in which the degrees o( 
freedom are reduced i.s demonstrated below 
in Uic context of tlic debt trap, lax conce.ss ions 
in the name of Laffer curve and the impact 
of the increase in the skewdness of income 
di.slrihution on the base of growth of the 


Tabi I'. 3 : Gkowru in liMfi oyment and Workf-ori> undhr New Economic Poi icffa 


Fiscal 

Year 

Ending 


Per C'eiil Growtli Rate 


With 

Likely 

Eilastialies 

With 

Assumed 

Elasticities 

Estimated (83-87) - 

Likely 

Work- 

foa*e 

Mn 

Estimated (8th Plan) 

Primaiy 

Seexmdary 

Tertiaiy 

Total 

Ubour 

Force 

Mn 

Employment 

Mn 

Work¬ 

force 

Mn 

Employment 

Mn 

1991 

4.2 

7 

5 

5.4 

1.77 

2.62 

300 

5.32 

328 

300 

7.85 

i‘m 

-1.8 

-1.2 

4.5 

0.9 

-0.12 

-0.06 

305.3 

-0.36 

335.2 

307.9 

-0.19 

1993 

4.8 

3.1 

4.8 

4.3 

1.73 

2.52 

305.0 

5.27 

342.6 

307.7 

7.75 

1994 

3.1 

3.4 

5.9 

4.3 

1.41 

2.12 

310.2 

4.39 

350.1 

315.4 

6.68 

1995 

2 

9 

5 

5.3 

1.33 

2.01 

314.6 

4.17 

357.8 

322.1 

6.48 

Exp 1996 

0 

6 

5 

3.8 

0.70 

1.12 

318.8 

2.22 

365.7 

328.6 

3.69 


Blasttcily of einploymeni achieved dunng 1983-87 
0.364509 0..37864y 0.410404 
Elasticity assumed in the l^ghth Plan Document 
0.,50322l 0.579901 0.686292 

Sourres:{i) Percent growth rale (except ternary) trom Ertmrmnr Sunfey 1994-95. 
<2) Per cent growth for tertiary sector derived troni the other three. 

(3) Elasticities fiom CiOl (1991). 

(4) Sectoral employment shares trom ren.su.s P><)1. 
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CftATH 1: RfiAtCAiiTAL Ext*ENDtmes 
In Central Budget 



Fisad Year Ending 

n WPI + Rc (Capital ^ Nom Capital 

Somct's. Various budget dtHrumeiils and Economic Survey 


economy. These features arc lowering the 
Indian economy’s capacity to mobilise its 
resources optimally for development. 

Debt Trai* and Coniesskins 

One of the key features of the last five 
budgets is the link between concessions to 
capital and the growing burden of debt and 
interest burden. This linkage has resulted in 
a vicious circle trapping the budget and 
reducing the policy-makers’ degrees of 
freedom. 

\jci the net borrowing of the government 
be Bn, the gross borrowing be B, non- 
inve.slment expend]tufres net of interest 
payments l>c R, government investment be 
national income be Y, savings propensity 
‘s’ and the share of taxes in income, *t’. The 
government finances its expenditures out of 
taxes and debt, if there is no non-tux revenue.* 
Assume thatprivate investment is a linear 
function of K Say, a multiple ‘a’ of K Thus 
national income becomes 
y « (1 + a)Ws. 

The budget may be written a.s: 

B, tY = E + K 

Substituting for Ig and dividing by Y, one 
obtains 

t - s/(l a) + B^A^ = E/Y. 

Assuming that changes in s and a do not take 
place in the short run and policy determines 
t and E/Y, BJY gets fixed. 

Since, as argued in the previous section, 
t has fallen much more sharply than E/Y, 
BJY has had to rise. 

It must be remembered that in the above, 
B^ is net of amortisation and interest 
payment. Thust even if B^/Y copld be held 


constant, if interest burden is rising, the 
gross borrowings B will rise. This is the debt 
trap resulting from lax concessions which 
are lowering the tax share in national income. 

However, the interest burden (1) is linked 
to B through the rise in interest rates. An 
increase in B forces the government to 
compete funds out of the black economy by 
offering more comparable returns [Kumar 
19931. l.ct intertsl rate on government debt 
be a linear function of B/Y, say. P iB/Y, 
where P and i are constants. 

Thus the increased interest burden 
Ml) = PB -t- iBVY. 

But as the interest rate rise.s, so would the 
degree of monojxdy rise and raise the share 
of profit in national income. In turn, this 
would raise the average savings propensity 
which is a weighted average of savings out 
of profits and wages. 

Let the multiplier m = l/s = f(P/Y) with 
f'< 0, 

and P/Y a linear function of B/Y. 

say P/Y = q + p B/Y where q and p arc 

constants 

This system of equations leads to a debt 
trap since a rise in B/Y leads to a further 
rise in B/Y unless l ri.scs sufficiently fast. 
This can be demonstrated using comparative 
statics. B and 1 are variables that the 
government acts upon, they represent the 
degrees of freedom for the government. Ollier 
variablc.s can be expressed in terms of them. 
Ut B/Y = X and I/Y = Z. 

Then A(I)/Y = P.XV LX* ...(1) 

A(m) = p.f' (P/Y). A(X). ..(2) 

A(Z) = -p.l . A(X)/l(l + a).m*]. ...(3) 

A(Y)=(1 + a)[m. A(l )♦ I .p.fTP/Y). A(X)1. 

...(4) 


fiq 1 implieK Uutt the in^st. b^iidiBU in 
die budget rises with X. the share of butlgctaiy 
borrowing in national income. Eq 2 implies 
that as X rises, the value of the multiplier 
falls. Bq 3 implies that with a rise in X. Z, 
rises on account of a fall in Y for a given 
1 . Eq 4 implies that Y rises with I but falls 
with X. * 

Since B = I + I + E-tY 

A(X) = A(I/Y) + A(Z) + I A(Enr) - A(t)). 

...(5) 

As argued in tiie previous section, since 
1991, {} has risen due to a sharp fall of share 
of taxes in national income. This has caused 
a rise in X. 

A rise in X makes 1 rise (Eq 1) and Y 
fall (Eq 4). This forces ITY to rise which 
make.s X rise further (Eq 5). Since 
government can lower I to lower X it does 
so. Then from Eq 4 this causes Y to fall 
but since X has risen and f’ is negative, 
it falls proportionately more. Thus, Z rises. 
But this raises X and forces further cuts 
in 1 . The budget gels into a trap of cutting 
bade investments to prevent the ratio of 
gross borrowing to national income from 
rising since it has no other degrees of 
freedom left. 

Another comparative statics result is of a 
fall in t citlicr due to conces.s]ons or due to 
the growth in the black economy. 

From Eq 5, if A'(t) - A(E/Y) < 0, then 
A(X) > 0. 

In addition to the above comparative 
statics, from (4). assuming I^ fixed, 
A(Y) < 0. Tliis implies that A(Z) > 0 and, 
therefore, AfX) > () from Eq 3. This i.s a 
viciou.s cycle of rising X. As in the previous 
case, the budget gets trapped in a rising 
debt burden. 

IjUTiiR Curve and Concbssions 

However, it may lie argued that even if 
cuts in taxes do not result in increased tax 
collections, could they by boosting profits 
have increased investments, and, therefore, 
the rate of growth of the economy? 

While this is feasible, this is not the first 
time that taxes have been cut in the Indian 
economy. In the case of direct taxes this has 
been going on through the 1970s [Kumar 
1994]. But during the 19R0s tlie rate of 
investment more or less .stagnated. In this 
period, it was the rising levels of the primary 
fiscal deficit that kept up the level of demand 
and the rate of growUi (Kumar 1994]. Since 
ihi.s is unsustainable and has been cut back 
since 1991, an alternative stimulus was 
needed. Government had hoped that PDI 
would fill the breach but the response haa 
been inadequate [Kumar 1995b|, 

A Laffer curve has been proposed in the 
Indian context for customs tariffs by 
Bhagwati and Srinivasan (1993). It is 
assumed that revenue as a function of rates 
would display a maxima since when die 
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5oMrrr: Table 3. 


rates are very high, tax revenue will fall to 
zero. There is a problem. 

This argument is for personal income tax 
or corporation tax but why should it be true 
for customs duties at ad valorem rates? If 
the argument is that indigenous production 
will substitute for imports so that customs 
revenue will fall, then it is only partial 
since collections of other taxes will rise. 
What the net effect would be is unclear. 
It is quite possible that as tariffs rise, the 
price of the commodity would rise and its 
consumption may fall. But whether the 
total revenue fails or rises is a matter of 
elasticity and not a general rule. 

Docs the Laffer curve hold for direct 
taxes? It is argued that tndlv tduals withdraw 
work effort if the trA rate becomes too 
high. Whether or not this can happen is not 
apparent since most people have jobs 
which require definite and fixed hours. The 
choice of withdrawal or additional supply 
of labour is restricted to overtime, etc, 
which is marginal in terms of total work 
effort. Further, as long as the marginal 
highest tax rate i.s less than 100 per cent, 
some additional income accrues with greater 
work effort and the individuafs utility 
increases. 

However, it is argued that the disutility 
of work ri.ses faster so that there cxi.sts an 
optimum supply of work effort by the 
individual. The disutility of work is the 
leisure foregone so the assumption is that 
the worker shifts to enjoying more leisure. 
The argument amounts to that if t rises 
above the optimum point, then Y falls so 
that tY falls. But then thedisposable income 
(1 -t)Y must certainly fall (both terms fall). 

Does itmakc sense that individuals would 
withdraw work effort to lower their 
disposable incomes? Most workers make 
no savings and this would lead to a lowering 
of their living standard. Further, in modem 
times leisure is not for free. It does not 


mean not working and staying at home but 
involves heavy expenditures in various 
activities. Thus, to enjoy more leisure there 
is need for even higher incomes. In fact, 
as the disposable income falls with a rise 
in tax rates, to enjoy the same level of 
leisure, ceteris paribus, the individual 
would have to work harder.’ This may 
change if the individual' s tastes, etc, change 
but that is a long-term fH-oposition, not in 
the ambit of the Laffer curve argument. 

It may be noted that tax concessions as 
an instrument of demand generation are 
less reliable than direct demand generation 
The argument has a correspondence with 
the wage cutcontroversy of the Depression 
period in the early 1930s. Further, 
concessions tend to worsen income 
distribution, thereby narrowing markets 
which tends to slow down growth. 

Concessions and pRospticrs for 
Long-Run Growth 

With tax concessions and debt trap, income 
disparitic.*$ are likely to worsen. How does 
this affect the size of the markeU and, 
therefore, prospects for growth? 

Let savings out of wages be sw s 0 and 
that out of profits be sp which is non-zero. 
A.ssume that government only invests and 
does not consume. Then consumption 
demand in the economy may be expressed 
as 

C/Y = 1 - S .P/Y. 

In other wortfs, the share of consumption 
in national income is negatively related to 
the share of profits in nMi<>na] income. 

The other component of demand is 
Investment which is made up of private and 
public investment. Assume that public 
investment 1 is policy determined while 
the private investment is a function of 
P/Y and I^. According^o Kalecki, there is 
a time lag structure between Investment 


decisions and accumulation. Ignoring that 
for the moment 

I^/Y: irp/Y,y,i;^andi;>o. 

Total Investment is I I. Would this rise 
or fall? 

When 1^ falls from the above, ceteris paribus, 
it also makes I^ fall so that total investment 
would fall. 

P/Y will be affected by expectations ol 
future profitability, capacity utilisation, 
expectations about foreign inve.stments and 
reductions in tariff levels. 

Tax concessions will raise expectations 
of future profitability and spur Ip. Low 
capacity utilisation due to slack Onal 
demand and time lag in response ot 
accumulation to concessions will lower 1 
Foreign investments whether actual oi 
potential raise fears of increa.sed competitior 
and thereby lowers expectations ol 
profitability for indigenou.s capital. Siiiiilarl> 
reduced tariffs lower expectations oi 
profitability. 

Higher interest rales due to the dynamics 
presented in the previous section would raise 
P/Y but net (after intcrcstcost) for investor.' 
would not rise. Further, the increased 
speculative activity has made investments 
industry less attractive. 

In the net. most features of NEP would 
not provide a strong stimulus to private 
indigenous investments while foreigr 
investment has not yet re.sponded due tc 
uncertainties and perceived n.sk. This is the 
reason why the government is forced to give 
a large number of concessions to private 
sector to bex^st Investments. This, as arguec 
in the previous .sections, is creating s 
budgetary crisis leading to a cut in K 

Thus, the component of demand that n 
certain is being foregone in favour of the 
less certain components and thereto affecting 
resource mobilisation. As pointed out b> 
Kalecki, conce.s.sions lead to a rise ir 
accumulation with a time lag so that 
immediately investment demand falls. 

Hence, with rising P/Y, both C/Y and 
1^/Y fall. 1^/Y is unlikely to ri.se with P/Y 
but it may fall due to opening up and time 
lag structure of investment decisions. Thus, 
demand is likely to fall with the narrowing 
of markets and growth will slow down.*' 
The reduced degrees of freedom for the 
policy-maker traps the economy into low 
growth. 

As the state’s capacity to raise long-rur 
growth of the economy weakens and it if 
trapped in a budgetary crisis, indigenoue 
capital needs another strategy to cater to its 
own inteiest. It has favoured a strategic 
retreat of the state in its favour.'* The 
neoclassical economists who favour the 
separation of politics and economics alsc 
back these policies? For the former, it is an 
ideological i.ssi^ but are the latter alsc 
coloured by .such an ideolbgy in the name 
of ‘objectivity’? They have built a huge 
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edifice of economic theory to support their 
thesis abimt free markets and the long-run 
benefits to society, even if there arc short- 
run problems. Its logical extension is the 
opening upof tiic economy which indigenous 
capital may not wish for. Thus, indigenous 
capital is at the receiving end of both the 
trap the ptdicy-makers find themselves in 
and the theoreticians. Tlic theoretical a.spccts 
need careful analysis. 

IV 

Retreat of State: Its Analytics 

Tlic propc^nents of New Rconomic Policies 
iistily reduction in government intervention 
bused on their belief in the principles of nco- 
classicalcconoinics. C)ne<^f these iscon.sumcr 
sovereignly which suggests ihi^t the 
individual knows best and the market 
outcome based on this in a free competitive 
economy is the most ‘efficient’ Unless 
markets fail, government intervention to 
change tlic market outcome goes against tfns 
principle. Lven in the former case, it is only 
supposed to enable society to achieve pareto 
optimality without concerning itself with 
distribution. H veil if a preferred .six^ial income 
distribution exists and it i.s known that free 
(ompclitive markets will not achieve it, it 
IS iK't emphasised that government must at t 
to make itpossible since this may go against 
tile preferences of some - the rich - re.sulling 
in ‘inefficiency’ Typically ‘efficiency’ is 
preferred to equity. Is this the ideal goal? 

DkFININC. THf; lOhAL 

According to theory, a capitalist economy 
with free competitive markets and no market 
(allure when left free achieves pareto 
optimality. This is defined as First Best. It 
is an ideal situation which does not exist and 
is not unique since by varying the initial 
endowments of individuals an infinite 
variation occurs. Hence the First Best is a 
frontier and is used to define the normative 
aspect of policy - the benchmark by which 
actions should be guided or need to be 
judged. Government intervention in such an 
economy can only be redundant or inefficient. 
In a two person space, with U‘ and as 


the Utility fuiKJtions of two individuals, let 
the First Best frontier be as depicted in 
Diagram 1. 

However, markets fail and in neoclassical 
economics that is when the role of 
government conics in to help the economy 
achieve pareto optimality. In case of market 
failure, free markets keep the economy 
inside the First Best frontier, say at A in 
Diagram 1, With appropriate government 
intervention, the economy is suppo.sed to 
move up to the frontier say at B. 

For neoclassical economists the desirable 
feature of First Best Theory is that 
government need only intervene in that 
market which fails whereas the other 
markets can remain free and they will 
automatically take the economy to B, A 
minimum of government intervention i.s 
then required if the appropriate policy tool 
IS available. 

It is admitted that the First Best is only 
a hypothetical ideal situation. No situation 
which is a ‘no government’ situation exists 
si> that in practice finding the frontier is 
impossible Ascertaining preferences used 
to define the Utility functions i.s difficult, 
if not impossible, so Uiat neither can the First 
Best Ironlicr be located nor is it clear how 
much government intervention should there 
lie when a market fails? 

In this literature, even though government 
intervention is adrniucd to be necessary, it 
is disliked for three reason.^. F'lrsl, in principle 
government tan also achieve tlic outcome 
that free markets produce, but it is more 
co.stly for society and. therefore, ‘inefficient’. 
Secondly, its fonn is often supposed to distort 
the markets Free competitive markets are 
supposed to be ctficient and best for .society 
even if they cannot achieve the desired equity. 
Thirdly, there is supjxi.sed lobe policy failure 
which leads to sub-optimality. In all thc.se 
situations, withdrawal of government 
intervention is supposed to rc.sult in greater 
‘efficiency’ and benefit to society 

Further, where governmeni intervention 
i.s justified. It is argued that the government 
may not have the ideal policy instruments 
dictated by policy to achieve the optimum 
and, in fact, the available policy instruments 
may further distort markets. For instance, 
Averch and Johnson (1962) argue that 
marginal cost pricing (with subsidie.s to 
producers based on taxation of consumers) 
for products of industries producing with 
increasing returns to scale may result in 
industries inflating costs. Therefore, it is 
argued that average cost pricing (tocliminale 
subsidies) which is sub-optimal, i.s to be 
preferred. Further, since no lump sum taxes 
exist - indirect taxes and income taxes are 
distortionary - the First Best frontier is 
unachievable. 

It is admitted liial there are a large number 
of cases of market failure in modem day 
economies and this requires government 


intervention in a big way. But due to the 
above-mentioned reasons, neoclassical 
economists conclude that there should be the 
least amount of government intervention 
even when markets fail. Hence, the 
prescription that the government must 
withdraw. But if the FirstBestis hypothetical, 
what is the existing reality? 

CURRENl StaIT* of EcXINOMY 

If govern men! does not intervene when 
required, then the economy is likely to lie 
inside the First Best frontier at say, A. Further, 
since taxes and other policy instruments are 
distortion ary, even those markets which arc 
left free and do not fail will not fulfil 
optimality conditions. This is where the 
theory of Second Best comes in. 

In the ab.sencc of tlie full and appropriate 
set of policy tools required to achieve the 
FirstBcst situation, the economy is supposed 
to be in a Second Best situation. In this 
situation, not only do the results of the First 
Best not hold, all markets fail and to achieve 
tlic optimum, government needs to take over 
all the markets and intervene [Tresch 
1981:300]. Thus, the dilemma is that for 
reasons of consumer sovereignty, 
government should intervene the least but 
its intervention is necessary since the world 
is Second Best and not First Best. 

The Second Best con.stitutes a frontier 
which ha.s to lie entirely within the FirstBcst 
frontier. It is the frontier which policy can 
achieve given the limitations. A.ssuming no 
p<ilicy failure, there will be a frontier which 
can be ideally achieved. However, there will 
be no unique Second Be.st frontier since its 
shape and position within the First Best 
frontier (dotted lines in Diagram 2) will 
depend on the restrictions on policy and the 
form of distortion of policy (assuming no 
failure). Thus, Second Best literature 
prescribes no unique pi^licy because the 
optimum to be achieved d'/j^ends on the 
nature of distortion and the policy tools 
available. The policy also does not have a 
correspondence with the free market rules 
(as is the case with First Best rules) so they 
are not the benchmark. 

In brief, assuming that individual 
preferences can be found and there is no 
policy failure, the world as it exists is Second 
Best and requires for optimality all pervasive 
government intervention of a kind which 
docs not have correspondence with free 
market rules. 

Policy Failure and Oftimauty 

What happens when there is policy failure 
under conditions of Second Best? Failure 
must mean that policy is ineffective, partially 
or wholly and cannot achieve what it is 
supposed to. It would then result either in 
the inward shift of the Second Best frontier 
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or the lack of movement of die economy 
from point A to a point C on the Second 
Best i^ntier or both in some combination. 
The economy may shift from the position 
A but it is unclear in which direction. The 
economy would be at a sub>optimal position 
within the ideal Second Best frontier. 

Sub-optimality can be in the sense that the 
economy is not at the frontier but it can also 
be in the sense that while on the frontier, 
the socially more desirable position is not 
achieved. What is this more desirable state? 
It is the social optimum defined by the 
collective preferences of society. Itis defined 
through the use of a Social Welfare function 
which is supposed to contain the desires of 
society. It contains the individual's Utility 
functions weighted by the society’s equity 
considerations. It is a theoretical concept 
and in practice derivable only through a 
political proccs.s. The government has to 
represent the society’s collective desires 
through its policies. 

This function helps choose the points on 
the optimality fiimticr which are siKially 
more desirable than other points. In a situation 
of sub-optimality, it can also enable one to 
establish whether due to pi'ilicy the economy 
is moving towards a more/less desirable 
position. 

This is die basis for arguing that typically 
the Second Best frontier would be socially 
less desirable than the First Best. As policy 
instruments become fewer, the Second 
Best frontier would shift farther from the 
First Best and be socially less desirable. 
With policy failure, if the frontier shifts 
farther, (hat would make it even less 
desirable. However, iftheeconortiy moves 
towards the point of optimality, even 
without reaching it, itmay still be socially 
progressive. 

When policy fails, the Second Best frontier 
is likely to shift inwards since additional 
distortions may be intrcxluced in other 
markets. But to the extent it achieves its 
object! ve partly, it means the economy shifts 
from point A towards the Second Best 
ikmtier, and, therefore, towards a more 
optimal situation. This would suggest that 
under Second Best situation government 
intervention is essential but due to policy 


failure may have both desirable and 
undesirable features. 

Minimum NecassARV iNTGitvnNiioN and 
Rboundancy op Policy 

But it may be asked why is government 
intervention needed in so many areas? The 
answer lic.s partly in the very nature of 
Second Best which requires, as argued, 
pervasive government intervention. But it 
may also be due to the nature of the social 
optimum which may consist of a complex 
set of requirements based on the perceived 
s<K;ial goals. These goals may require many 
policies which in the absence of ideal ones 
may be distorting and then to correct for 
them, require more policies and so on. 

Is it possible that some of the interventions 
may be redundant? Apart from mistakes, the 
only general answer can be. yes. if they are 
not consistent with the social goals. 
Redundancy may cither be a function of 
changes in siKial perceptions and goals or 
the attainment of social goals. In both cases 
some policies may become redundant and 
their elimination may be desirable to reduce 
policy distortions and failure. But it is 
possible that as .soon as the policy is 
eliminated the economy shifts back to the 
sub-i>ptimal position. Such a policy is not 
redundant. 

A redundant policy may then be thought 
of as one which makes theoptimality frontier 
.shift inwards but does not enable the economy 
to shift from A. closer to the social optimum. 
It is also possible that due to changes in 
social perceptions, the social optimum shi fts 
to a different point on the Second Best 
frontier and policies which were being used 
to shift the economy to the earlier point now 
become redundant. For instance, if society 
cares less for equity, then some of the policies 
aiming at redistribution may become 
redundant. 

It Is conceivable that a policy takes the 
economy in the direction oppi>site to the one 
intended. Such a policy is certainly 
ledundant. 

In brief, the extent of government inter¬ 
vention in a Second Best environment is a 
function of the social goals, the availability 
of policy instruments, extent of their failure 
and how much they distort other markets. 
Some policies may be redundant for various 
reasons but the chief one amongst them may 
be changes in social goals or tho.se cases of 
policy failure which result only in shifts in 
the frontier without the economy moving 
towards the frontier. 

Is A Path from Sbcund Best to 
Fust Bust? 

Iftbc economy is inaSecondBestsituadon 
and the aim of NEP is to put it in the First 
Best environment, is this feasible by simply 


lediioihg %kt extent of goventment 
intervention? Under the Second Best 
conditions, this only leads (o a reduced set 
of policy tools. If this implies elimination 
of someof the non-redundant polices (in the 
above sense) then this can only, result in a 
further inward c'ontraction of the Second 
Best fixmder and shifUng backof the economy 
to say, A (Diagram 2). The frontier moves 
inwards because now fewer policy 
instruments are available to achieve 
optimality. This would be contrary to the 
desire of moving the economy towards the 
hypothetical First Best frontier. 

lJ.sual]y, the dynamics of the transidon 
from the Second Best to the First Best is not 
specified but worse, the above points to the 
fact that even the comparative statics fiom 
the existing to some specified optimal 
position is unclear. A reduction in 
governmenl intervention in the Second Best 
situation will not result in the First Best 
being achieved - the economy only moves 
to a different point of sub>optimaUty and 
very possibly within a contracted Second 
Best f^ronder. 

Tile existence of a path which may take 
an economy from sub-optimality in the 
Second Best scn.se to the First Best frontier 
is not demonstrated. Further, a path defined 
by lessf of government intervention 
encounters many an instability so that even 
if a path existed, it would not necessarily 
have taken the economy to the intended 
g(5ai. This has a link with policy failure, as 
discu.s.sed above and is important even in 
doing comparative statics. Some examples 
wduld clarify the mutter. 

Sb(x)nd Best. Policy Failure and EgurrY 

In the static framework, typically u.sed'in 
necKTassical economics, policies arc thought 
of as trying to achieve either efficiency or 
equity and they encounter policy failure. 
Withdrawal of aredundant policy will neither 
affeetdistribution norcfficiency. The shape 
and the position of the frontier may alter but 
the economy remains where it was. 

Taxes and subsidies used to redistribute 
incomes for purposes of equity are not 
redundant policies. To the extent they arc 
distorting, the frontier shifts but they also 
result in the movement of the economy 
towards the fronder. If these policies fail, 
the targeted equity is not achieved. Failure 
of these policies is because those who are 
to pay taxes do not d# so to the extent 
determined by optimality conditions and 
subsidies arc not receiv^ by those who 
should, so that the needed redistribution 
does not occur. Inadequate tax collection 
means that subsidies paid are less than the 
optimal amount even if those correctly 
identified get them. 

In Kumar (1993) it is argued that the 
existence of a black economy in India is 
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as«ociiit;ed with viinoiix kini^ of policy 
failure. Direct taxea are not paid by thoae 
who should be paying them. Indirect 
taxes are largely paid by those who are 
otherwise considered too pi>or to pay taxes. 
Subsidies are often cornered by Uiose who 
should not get them. Further, since 
resources fall short, borrowing is resorted 
to at higher and higher interest cost to the 
budget and this recycles incomes to the 
savers (the properti^) which defeats the 
task of redistribution. (As shown in Section 
DI. in the process, debt and interest burden 
rise.) 

Growth in expenditures on food subsidy, 
employment generation and social sectors, 
like health and education, have suffered in 
real terms. This is aggravated by the crisis 
in the budgets of the state governments since 
(bey are primarily responsible for these 
expenditures. 

In such a situation what would reduced 
government intervention lead to? Lower 
direct tax rates and higher excise duties 
and sales taxes. This has adverse con¬ 
sequences for equity. The rising interest 
burden redistributes incomes to the 
propertied. Only where the misdirected 
subsidy to the propertied is lowered is there 
ledistribution against them. But to the extent 
(he subsidies to the p<H>r are reduced, equity 
IS again sacrificed. In the net, it appears 
that the economy is regressing in terms of 
equity. 

Worse, therctreatofthestatein this context 
means that tlie equity goal to be achieved 
IS diluted and by giving up or blunting the 
policy instruments, the optimum that was 
targeted is now changed so that the Second 
Best frontier draws inwards. 

The shift in the equity goal is not ha.scd 
on any social consensus. Hence the new 
point on the frontier being aimed al by NLP 
(Iocs not represent the social optimum. This 
tan only result in sub-optimality. 

It is argued by some that legalisation of 
(he black economy will reduce policy 
failure. For instance, now import of gold 
is legal. But this only amounts to accepting 
an activity as legitimate while the goal is 
altered. Hence it shifts the optimum point 
on the frontier without changing the impact 
of the activity, nherefore. the position of 
the economy inside the frontier remains 
unchanged. In Kumar (1993) it has been 
argued that a mere change in the formal 
naincof an economic activity docs not alter 
the consequences of that activity for the 
economy. 

Justification for giving up/diluting the 
equity norms i.s based on Laffer curve and 
other supply side and normative consider¬ 
ations. While as argued in Section 111, they 
do not necessarily lead to supply side 
responses, the discussion above shows that 
tlicy do not result in a movement towards 
the social optimum or the First B^st frontier 


sinceresources iMt^subn^ptiii^Atiy utitised in 
the economy, 

SficxiND Best, Privatisation and EmoBNCY 

Failure of policies also results in non- 
achievemeiuof allocative efficiency in many 
cases. For instance, in industries with 
increasing returns to scale, consumers should 
be taxed lo give subsidies to the prcxiuccrs 
who should price the product at marginal 
cost. Thus, water, electricity, railways, 
telecom, etc, should he subsidised from the 
generfil budget. Since most of these are in 
the public sector in India, for optimality, 
public sector units producing these goods 
and services should subsidised. However, 
due to tax evasion and Uic budgetary crisis 
^Section 111) (his has declined. 

Corruption ha.s ovcr-capitalised the 
public sector leading to higher cost of 
production. Further, other considerations, 
like, choice of technology, location, ideal 
employer and cross subsidisation, public 
sector costs are higher than they could be 
in the private sector. But thc.se decisions 
cannot now be altered even if the units are 
privati.scd and handed over to private 
managements. This by itself will not 
improve performance and help achieve 
optimality. Implicit in privatisation is (he 
change of goals, like, ideal employer and 
cross subsidy. That is. a shift in the 
optimum along the frontier. Again, there 
is no social con.scnsus on .such a shift 
and. as such, these actions of the 
goveriimenl. in pursuance of NLP may 
only cau.se .social sub-oplirnulity. 

Will the .setting up of new units under 
private managements in say. power and 
iclecom help in achieving allocative 
clficiency? Assuming that only the profit 
motive prevails, for optimality, the issue 
will he how would laxes he collected and 
subsidies paid to enable marginal cost 
pricing? Overcapitalisation will remain a 
problem with Uic private .sector (Avcrch- 
Johnson effect). Tlie government would have 
lo rc.sort to average cost pricing and /.cro 
subsidies. Since monopolies will have lo be 
allowed and are a natural oITsIkhX of tlie 
kind of technology involved, the privaic 
.sector is likely to rc.soiT lo monopoly pricing 
with high rates of return ahd high tariffs. 
Tliis will be .socially sub-oplimal and may 
represent a worse situation than under llie 
public sector. 

In brief, the policy of provision of 
cheap infrastructure through public sector 
and .subsidy to it was not u ca.se of a 
redundant intervention. Even if policy 
failure was involved, there was movement 
towards (he social optimum. Privatisation 
will lead to a contraction of the Second 
Best frontier and to a shift of the economy 
to a less optimal position away from the 
First Best. 


Second Best to First Best: 
Instability of Path 

Even though the alxive discussion shows 
that the comparative statics results of NEP 
do not coirespond lo the economy moving 
from the existing situation of Second Best 
to the First Best, suppose it were possible 
through some other mechant.sm. It would 
then be necessary to show that the path is 
stable. However, as has been pointed out in 
Sections 0 and 111, the path traced by reduced 
government intervention in the economy 
faces instability on a number of .scores. This 
is a result of opening up which increa.ses 
constraints on the policy-makers since they 
now have to al so worry ab(^ut shocks coming 
from outsidcover which they have nocontrol. 
For instance, tlic magnitude of the fi.scal 
deficit, leakages of demand from the 
economy and the impact on BOP become 
a major problem. 

With government cutting back public 
investment.s. private inve.stments must rise. 
Tliu.s, business confidence becomes critical 
and to improve it, concessions become 
neccs.sary. Opening up to attract foreign 
capital requires competing with other 
countries to give concessions to MNCs. 
This, a.s, argued, means dilution of equity 
goals 

As argued in Section 111 ri.singconcessions 
reduce resource mobilisation, lower growth 
rate, make borrowings ri.se and, therefore, 
cause fiscal deficit to grow. This forces 
govcrnmeiU lo cut its investments and 
cxpcndjtuie.son.scx^iul.scctoi^l Kumar 1994], 
Without these cuts, (he rising fi.scal deficit 
would lead to leakages of demand fmm tlic 
ecimomy and create BOP problems. In effect, 
government reduces its re.sourcp mobilisation 
and lowers the growth potential of tlie 
economy 

Private investments arc unable to fill tlic 
gap aiul a resource crunch appears while 
indigenous private le.source.^ lie idle. To 
stimulate more investments more 
concessions arc given. Thi.s aggravates the 
resource crunch and results in a cumulative 
downturn (Section 111). Private indigenous 
capital move.s into short-term speculative 
activities due to fear of international capital 
which itself only responds lo the instability 
by holding back investment. 

As the inlcniul resource mobilisation 
suffers (both private and public) it is argued 
that there is a resource shortage in tlie country 
and foreign capital is necessary. Shortage i.s 
manifested in the shortfall in uchievement 
of Plan targets and used as an excuse to give 
greater concc.ssjons to foreign capital. 

Private foreign capital itself speculates 
due to Die concessions it has received and 
the high returns it gets on such investments. 
For instance, it is getting much higher interc.st 
rate.s and paying almost no capital gains and 
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income tax. The volatility of foreign capital 
only makes Indian capital markets more 
volatile. 

Concessions to capital and slow down in 
growth is aggravating disparities across the 
hoard - across income classes and region.s. 
With the state in retreat and public sector 
expected to make profits, and concessions 
to backward areas withdrawn, investments 
aremarkerdriven. They are flowing where 
the infrastructure is adequate and markets 
developed; the differentiation between 
backward and forward areas can only gn)w. 
As argued in Kumar (1991), concessions 
arc raising the share of profits in national 
income while the real incomes of workers 
are declining due to inflation and 
unemployment. This leads to greater income 
disparities. 

Inability to control inflation is also linked 
to the created resource shortage. Subsidies 
cannot be allowed to rise for fear of further 
raising the fiscal deficit. Since the current 
inflation is largely from cost side, like, cuts 
in subsidies, increases in administered prices, 
devaluation and exports of essentials, its 
control requires subsidies (financed by 
direct taxes). 

Cut back in social sector expenditures in 
the face of declining real wages and rising 
poverty can only cause scx;ial inst^ility and 
increased expenditures on law and order. 
This defeats the purpose of cutting back 
budgetary expenditures. 

Conclusion: StrathtiK RinxcAT Is Second 
Best StfB-OrriMALiTY 

In brief, the path from tlie Second Best 
to the Fioit Best based on reduced government 
intervention in the economy, witli a major 
component of it based on opening up of the 
economy, faces instability on several counts. 
They arc due to inadequate resource 
mobilisation (public and private). budgetary 
imbalance and growing debt and interest 
burden, inability to control inflation and 
growing di.sparities (regional and amongst 
income classes). Thus, any path charted out 
with reduced government intervention 
(assuming that policy failure is eliminated) 
may not only not lead the economy to the 
socially optimum pi>inf hul not even to the 
First Best frontier. 

With policy failure and the economy in 
the Second Best environment, as argued in 
S^tion IV. First Best is unattainable by 
reducing government intervention. The 
economy may move to a more sub-optimal 
situation while the Second Best frontier 
contracts to a .socially less desirable position. 
The principal problem facing th^ economy 
is not UK) much government intervention hut 
failure of policy. Tlicre is then no short cut 
to making policy effective. 

While the assumptions of the First and 
Second Best Theories are questioned by 


some, it is clear from the above discuaaioii 
that even neoclassical economics do<^ not 
suggest reduced government intervention 
in the economy to achieve the social 
optimum. The argument for appropriate 
government intervention is made from 
entirely different premises by Keynesians 
and others [Kumar 1989 and 1991]. 

Within the neoclassical paradigm, 
redefining the social optimum without a 
political consensus and trying to achieve 
it would also keep the economy at a sub- 
optimal position. Changing equity goals or 
cutting subsidies and privatising thepublic 
sector may not result either in achieving 
the Second Best frontier (not to talk of the 
First Best) or the social optimum. 

The trend of the five budgets since 1991 
illustrates the aboVe propositions that the 
economy is moving to a more sub-optimal 
position within the Second Best frontier 
with no .stable path out of the trap. 

Notes 

1 Apan from the critics who have pointed 
out (liat India faced a similar situation in 
1991, luspiteofstnctforeign ex diaiige control 
regimes. India's representative to IMF earlier 
in the year and the deputy managing director 
to IMF who was recently in India warned 
India about similar dangers lurking ahead. 
See Kumar (1995b) for further analy.sis. 

2 Till a few months before December 1994. 
when crisis overtook Mexico, western 
agencies presented it as an example ol 
success. It was the envy of third world 
countnes sinceit had been admitted to OFC'D 
and NAFTA. Signs of a brewing social 
crisis were visible from January I, 1994 
when the Chiapa Indians started an armed 
rebellion. 

3 The finance minister in part B of the 
budget speech has said. our experience 
in the earlier years of high tax rates 
showed that high rates did not lead to 
liigh collection. I am happy to report that 
our decision to reduce rales and thereby 
encourage compliance ha.s yielded good 
re.sults.” liarlierihe Laffer curvehypoihesi.s 
in the Indian context was proposed by 
Dhagwali and Srinivasan (1993:38). 
However, this flics in the lace ot India's 
experience of the last 25 years as argued 
in Kumar (1994). Direct tax rates have 
been reduced sharply since 1971 without 
raising the share of direct taxes in GDP or 
affecting the ri.se in the .share of black 
economy in GDP. Further, the Dhagwali 
and Srinivasan argument is based on 
as.sumptions whicii they have not tried to 
.substantiate with data. Their argument, in 
the context of cu.«rtoms duties, assumes a 
suiele maxima and that India must he at a 
po.siiion where reduption in tanft rates would 
raise revenues. Anjan Mukheiji has pointed 
out that the.se assumptions may not hold. 
Data since 1991 c'ould have been given to 
Show the effect of reduced customs duties 
on revenue.s. 

Table 1 give.s data on growth in customs 
collections and reductions iii customs 


dhly has beCb a 

decrease in average and peak cuaUmu 
duly rates but the growth in revenue hiu 
mo^y ncK exceeded the difference in the lb 
iitipofts and the average reduction in custonu 
duties as may be expected from the Lalfer 
hypothesis. This in^caies that no simple 
Laffer hypothesis is operative. 

4 Last year also the finance minister had 
suggested that the rate of inflation would be 
lowered to about 8 per cent by October 1994. 
In Kumar (1995b) it is pointed out that4hi,s 
did not happen in spite of' the favourable 
drcumsiances - high reserves of foodgnun;; 
and foreign exchange. Why these resetve.s 
could not he used efleclivdy to control pnce<; 
was due to the restriciion.s on u.sc of subsidy 
and the shrinkage of offtake from PDS? Delay 
in imports of sugar was al.HO the result of 
confusion over subsidies. 

5 It has been argued that employment 
elasticities in agriculture may have gone up 
recently due to a rapid rise in production 
in the less advanced states where 
employment elasticities may he higher 
Assuming tliat the Eighth Plan e]astjciue.> 
hold for these .states, statewise growth dat» 
from the Economic Survey suggest that tor 
1991, this might result in a ri.se in 
employment elasticity in agnculture hy 10 
per cent. The reason for this small effect 
IS that the weight of (he states showing a 
higher rate of growth between 1988 and 1991 
is only 16 percent. Since 1987 was a drought 
year for much of the countiy the rate of 
growth was calculated on (he 1988 ha.se. 
States showing a high rate of growth are (he 
ones which did not have a drought in 1987 
so that their rates of growth over 1987 are 
lower and their contribution to additional 
employment would be even smaller. 

6 In India’.s federal structure, the pro-poor 
.schemes are funded hy (he slate 
govenunents. Hence, total expenditures on 
social sectors hy all levels of government.*; 
are more relevant than the expenditures by 
the centre. Since their hudget.s are facing 
a growing crisis, the pro-poor schemes are 
likely to remain on paper. Ilie transfers 
from the centre to the states are set to fall 
in real terms in spite of (he award of (he 
Tenth Fi nance (-oiiimi.ssion so that the cnsi.^ 
can only gmw. llus resource .shortage will 
now compound the misuse of re.sources anil 
faulty/non implementation ot (he schemes 
already in existence. 

7 It IS often argued that suhsidie.s arc 
poorly targeted and! therefore, need to be 
withdrawn. Or it is argued that user 
chaiges need lobe increased/levicd. Nobody 
argue.s that the subsidies to (he well-off 
should not he cut hut this has been made 
the excuse to cut-off certain subsidies while 
the much biggersuhsidies/give aways to the 
propertied through tax concessions are 
continued. ITiat is why the suspicion arises 
(hat this is only an excuse to eliminate the 
subsidies which at least partly accrue 
to the poor. 

Given the level of corruption and inepi 
administration, taigeled subsidies will not 
work can be the ploy to eliminate (he pro* 
poor subsidies. Finally, subsidy on food, 
even when largely availed of by the urbanj 
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iiii4dle cdM, il«o |H»or ttutnigh 

Mbilisiiig Ihe fne matlGet food pnces. As 
argued elsewhere, subsidy for the poor is 
a refleaion of their stagnant/declining 
incDimes. Once this is redressed, subsidies 
may be eliminated but the cart should not 
he put before the horse. 

8 This IS not difficult to assume since most 
of non-tax revenue consists of interest, 
dividends and profiLs and these can be netted 
out. 

9 In drawing the Laffer curve it is assumed 
that the individual’s Utility function (U) is 
a function of the disposable income (l-t)Y 
where t is the average tax rate and Y Ihe 
income s w.l, where w is the hourly wage 
rate and 1 the daily hours devoted to work 
As the marginal tax rate nses so does t. U 
IS also afunction of hours devoted to leisure, 
say (L -1), where L is the total daily hours 
available. The first derivative of U is taken 
to be positive and the second denvative to 
be negative. Income mes with 1 and raises 
U while leisure falls with I and lowers U 
Clearly the optimum would occur where 
the marginal utility ot one extra unit of 
work equals the disutility due to lass of 
lei.sure 

As t ri.scs disposable income falls, the 
marginal utility ot additional work would 
decrease so that the optimum would shift 
lo a lower 1 But this argument is tramed 
assuming that leisure does not require any 
expenditure It enjoyment of leisure recjuires 


iddomes tdore leisure would iitiply need fbr 
more income, not less, which the lowenng 
of 1 would lead to. As the tax cate nses, Ihe 
disposable income would fall and less 
leisure can be enjoyed. Thus more work 
effort would be forthcoming. This would be 
the oppasfte of the usual assumed supply 
side response. 

10 It IS suggested that there is a rising 
capital intensity of organised sector 
production since the 197a«5. This trend is 
likely to have accelerated since 1991 It 
would cause P/Y lo rise while reducing 
employment per unit ot output and 
thereby lowenng (7Y further While ihi.s 
would, according to the model presented, 
cause investment to nse demand may 
fall due to lower consumption and affect 
growth 

11 This 1.S being effectively spoiled by the 
donunant role international finance capital 
has come to acquire in Indian policy-making. 
They arc using tne strategic retreat to further 
their own interest A the expense ot Indian 
capital Earlier Indian capital may have 
thought It would be able to manage this 
[Kumar 19911 but now it has run into 
difficulties 
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IHurales in Budgetai^ 

Mihir Rakshit 

This paper identifies the more glaring puzzles and contradictions in the policy instruments embodied in the budget, 
seeks to locate their sources in terms of macro^economic models and examines the efficacy of alternative policies. 
The analysis leads to the conclusion that there is substantial scope for public investment without adding to inflationary 
pressures. Such investment would in fact raise the overall saving ratio of the economy and reduce the investment- 
saving gap in the public sector. Also missing in the budgetary' measures is a rational system of tariffs, taxes and subsidies 
based on considerations of both comparative advantage in production and comparative benefits from domestic 
absorption of goods and .services. 


Do I conlradici myself? 

Very well then ... I contradict myself; 

1 am large ... I contain multitudes 

- Whitman 

THE purpose of the present paper is to 
examine some important aspects of 
budgetary policies which do not appear to 
be based on a coherent view of the working 
ol the Indian economy. Section I draws 
attention to the puzzling and contradictory 
nature of the policy instruments adopted 
under the budget. Sections II and III try 
to locate the sources of the.se puzzles m 
terms of macro-economic models and 
examine, with special reference to the 
Indian economy, the efficacy ol alternative 
policies. Section IV summarises the main 
conclusions 

I 

Goals and Policies 

Like most official documents, the 
Economic Survey 1994-95 and the llmon 
Budget 1995-^6 contain a number of 
observation.s and policy statements which 
arc difficult to reconcile m terms of a 
consistent macro-economic Iramework. 
Before going into an evaluation of budgetary 
policies it is useful to identify the most 
glaring of these contradictions and examine 
their nature in terms of objectives, macro¬ 
economic linkages and constraints perceived 
to be in force at the current juncture 

Government Ffnanc'e and Inflation 

While dealing with different modes of 
financing government expenditure both the 
government and its critics recognise the 
inflationary impact of a rise in indirect taxes 
and administer^ prices of goods and services 
like petroleum products, coal, elecincity or 
railway freight. However, financing 
government expenditure through borrowing 
from the public or the Reserve Bank is also 
considered inflationary. This indeed may 
constitute an example of policy dilemma the 
resolution of which requires quantitative 
estimates of the relative inflationary WTects 
of indirect taxes, borrowing from the public 
and deficit financing. But two basic problems 


with such a view remain. First, when the 
contemplated changes in policy instruments 
are relatively small or the numerical values 
of the coefficients arc estimated from a 
linear model (as they most often are), only 
one (and not a combination) of the three 
modes of finance would yield the minimum 
rate of inflation I’hc reliance on more than 
one mode of funding government 
expenditure can then be defended only on 
the basis of multiple objectives, lack of 
information or uncertainty. vSccond and 
more important, while the inflationary 
pressure fiom indirect taxes is supposed to 
operate through the cost push effect, the 
proposition that an enlargement of fiscal 
deficit laiscs the pi ices level is derived 
entirely from the demand pull theory of 
inflation. Since the policy implications of 
the two theories are quite different, it is 
important to examine their relevance before 
one can assess ihe efficacy of alternative 
fiscal instruments'^^ 

PoiTcit-S IN A Demand Con.siraini Regime 

Short-term policies relating to the level of 
govcrnnicnt expenditure and its financing 
depend crucially on whether the economy 
IS characterised by excess capacity or 
production is constrained by supply 
bottlenecks. The industrial sector in India 
has been plagued by underutilised capacity 
for quite some lime and the government 
has tried to lack Ic the problem in the current 
budget by reducing excise duties on a wide 
range of industrial products. However, this 
attempt at raising demand does not tally 
with measures like cutback in government 
expenditure on capital account, scaling 
down of monetised deficit and the tight 
money policy pursued by the Reserve Bank 
of India - measures which cannot but have 
a contractionary impact on the level of 
domestic demand and production. 

No less puzzling are the policies relating 
to imports and foreign investment. Given 
the excess capacity in the industrial sector 
and the perception !hat scarcity of imported 
inputs is no longer a binding constraint on 
domestic production, it is difficult to explain 
the economic rationale behind the inflow of 


foreign capital (see Section II). Since the 
middle of 1993 inflow of foreign funds 
(through GDRs, foreign institutional 
investments and other routes) has accounted 
for the major part of the increase in reserve 
money and constituted a costly meansj of 
expansion of domestic credit [Rakshit 1 9^]. 
Utilisation of these funds through inniport 
liberalisation, as attempted in the current 
budget, would be contractionary and run 
counter to the objective of raising capacity 
utili.sation. 

Growth Promoting Strategy 

The minivStry of finance appears keenly 
alive to the importance of saving and 
investment, especially in infrastructure, in 
raising the long run growth rate of the 
economy. But the budget is not on the 
whole designed for reversing the declining 
trend in the investment and saving rates 
over the last four years. Reductions in 
excise duties on a wide range of goods 
bought by the middle and upper income 
groups and extension of facilities for 
consumer good imports are likely to reduce 
the ratio of investment to consumption and 
put obstacles in the process of transition to 
a higher growth path. Cuts in capital 
formation through the central budget, 
reduction in monetised deficit and tight 
money policy will have similar consequences 
in view of (a) the financial crowding out 
effect of enhanced borrowing from the 
public; and (b) complementarity between 
private and public investment. 

Note finally that considerations of 
containing the fiscal deficit have prompted 
the government to reduce budgetary support 
to many a deserving sector. But such 
considerations are not reflected in reliance 
on borrowing from the public at high 
interest rates and fiscal concessions to upper 
and middle class consumption. Neither is 
it easy to resolve, in the context of the 
widely acknowledged role of seigniorage 
as a means of financing public investment, 
the puzzle of the gradual reduction of 
monetised deficit (in absolute terms) over 
the next two years and its complete 
abandonment from 1997-98 onwards. 


Economic and Political Weekly May 6-13, 1995 


1061 



n 

Budgetary IturtrumeDls: 

An Aggregative 

In order to appreciate the scope for and 
limits^ to the deployment of alternative 
budgetary measures we may first take a 
quick look at their implications in a one 
sector model used in mainstream macro¬ 
economics. If the economy is characterised 
by demand constraint and mark up pricing, 
the following policy conclusions are 
immediate. First, alt worthwhile public 
expenditure (on investment or consumption) 
should be financed by borrowing from the 
Reserve Bank. In the short run this will 
generate additional supply of loans through 
the operation of money and credit multipliers 
gnd help raising the level of private 
investment. The long run effect of the policy 
consists in the mini misatton of interest burden 
on public debt the most important element 
of which is the transfer of income from the 
public to Che pri vate sector and the consequent 
lowering of the aggregate saving ratio. 

Second, indirect taxes tend to rai.se prices 
and reduce, ceteris paribus, the levels of 
output and employment. These effects could 
be substantial when taxes are imposed on 
intermediate goods and money wages are 
linked, albeit imperfectly, to the cost of 
living index. 

Third, capital inflow from the rest of the 
world may make economic sense to 
individual investors, but entails substantial 
cost to the economy. To the extent these 
funds are used to finance imports, the 
economy .suffers from a contractionary 
* impact in the short run. In the long run the 
outflow of interest and profits on foreign 
capita] erodes the current account surplus 
and reduces the ratio of saving to national 
income [Rakshit 1994]. It is only when the 
economy is capacity or foreign exchange 
constrained can inflow of foreign funds (as 
distinguished from technology imports) 
play a positive role in promoting domestic 
investment and economic growth. 

Supply Constraint 

The problem of formulating fiscal policies 
becomes difficult when the economy 
operates close to full capacity, the 
government’s ability to raise direct taxes 
is severely limited and both the aggregate 
saving ratio and public investment need to 
be increased for stepping up economic 
growth. Thus if India is^to catch up with 
the fast growing countries of the world, the 
domestic saving ratio must be raised from 
its current level of 20.4 per cent to more 
than 30 per cent over a period of. say, five 
to seven years - a by no means impossible 
task, as the experience of east and south¬ 
east Asian countries suggests. Again, one of 
the most important aspects of efficient 


alloc^tkih of moutm is the maimeoance 
of the optimpm ratio between what 
development economists call directly 
productive investment and investment in 
social and economic infrastructure in the 
form of health, education, power, marketing 
network, and transport and communication. 
It is Important to keep these considerations 
in view while judging the short and the long 
run implications of fiscal instruments for 
inflation, saving and incremental capital- 
output ratio. 

With a binding capacity constraint prices 
tend to respond to demand-supply imbalance 
so that conclusions drawn on the basis of 
cost-push mechanism will no longer be 
generally valid. Thus contrary to the widely 
prevalent view even indirect taxes will be 
disinflationary as they effect a transfer of 
purchasing power from the private sector to 
the government. The efficacy of indirect 
taxes is however seriously impaired when 
the real wage rate and the mark up (over 
indirect tax-inclusive cost) that workers and 
firms seek to attain at full capacity output 
are relatively high. Beyond a point an increase 
in the indirect tax rate then generates 
inflationary depression (with an imperfectly 
elastic supply of credit). Hence arises the 
need for alternative modes of financing public 
investment. 

Operation of supply constraint also limits, 
to be sure, the role of seigniorage as a means 
of financing government expenditure, but 
still the instrument does not lose all its 
potency (Builer 1990; Rakshit 1982]. In a 
growing economy there is always a non¬ 
inflationary level of deficit financing and 
this level approximates the product of the 
growth of income, income elasticity of 
demand for reserve money and its initial 
stock less the addition to the optimum stock 
of foreign exchange reserves due to the rise 
in foreign trade. Thus the scope for deficit 
financing could be substantial when the 
economy experience increasing monetisation 
and financial deepening, and a consequent 
rise in the income elasticity of demand for 
reserve money. 

Again, as the literature on optimum 
.seigniorage suggests, the government can 
up to a point appropriate resources through 
an increase in monetised deficit even when 
the price rise partly erodes the purchasing 
power of net RBI credit to the government. 
The problem here arises in the form of a 
trade-off between inflation and government 
expenditure at the margin. More funda¬ 
mentally, one may view this as a trade-off 
between u higher short-run inflation and a 
largei long-run growth with a lower rate of 
inflation. To the extent monetised deficit 
forces a cut in private consumption and 
raises the ratio of infrastructural investment 
tocapital accumulation in directly productive 
sectors, there is a step-up in the growth rate 
of the economy and an enlargement of the 


kodpeficir seignioff^^ the 

lbi;g rtin. 

It is also clear that so long as the ratio ol 
infrastnictuml to directly productive capita] 
stock is suboptimal. there is no case foi 
Reserve Bank credit to the commercial sectoi 
or accumulation of foreign exchange 
reserves' at the expense of monetised deficii 
ias has been happening over the last twe 
years). Such a switch raises the overal 
incremental capital-output ratio of the 
economy and r^uces its long-run saving 
potential as the government is forced tc 
borrow from ihe market at high rates oi 
interest. Indeed, under the conditions notec 
above, seigniorage, backed by a rise in casl 
reserve rdtio. can promote growth withou 
creating inllanonary pressure. 

What about the impact of an increase ii 
cash reserve ratio ot the profitability of thi 
banking system? The widespread notion tha 
the impact is unambiguously adverse is basec 
on a somewhat narrow and partial view o 
the problem. Most econometric studic! 
suggest that the demand for bank credit ii 
relatively interest inelastic.^ In a flextbh 
interest rate regime a credit squeeze througl 
a rise in CRR can thus enhance rather thai 
reduce earnings of commercial bank.s 
Second, when public investment raises th( 
productivity of resources in the rest o 
economy, there is an associated increase ir 
the interest rate at which banks can lend tc 
the commercial sector.^ Third, one of the 
most important determinants of profitability 
of banks is their scale of operation so tha 
almost all growth promoting strategies woulc 
generally contnbute towards the long-rur 
viability of the banking system. 

Our analysis suggests that it is only aftei 
the government has exhausted the 
possibilities of seigniorage and indirect taxe.' 
should it take recourse to market borrowing 
The reason lies primarily in the high intcresi 
burden of such loans and the inability of the 
fiscal machinery to mop up private gam.' 
from public investment. Quite clearly, the 
scope for investment in social overheads 
through market borrowing becomes larger, 
the greater the efficiency of the tax system 
and the easier the problem of raising revenue 
from the beneficiaries. 

Emergence of supply bottlenecks (or 
foreign exchange constraint) creates an 
important role for foreign capital in 
supplementing domestic saving and raising 
the growth rate of the economy. At the same 
time it is necessary to guard against some 
adverse consequences of borrowing from 
abroad. In view of the nature of the fiscal 
constraint considered in connection with 
market borrowing, foreign funds should be 
u.sed primarily for financing directly 
productive investment/ However, it is also 
nc^ssary to use fiscal instruments in order 
to correct for the deficiency of private 
economic calculas in respect of foreign 
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K)rfowirig./f1ilft tteocAsi^ «r»e8 on several 
ounts. Brat, die cost of bonowti^ to a 
private investor is approximated by the 
nterest rate; but since the countty faces an 
ipward (rising supply of credit in the 
nternationsJ market; the marginal cost of 
)orrowing to the country exceeds the interest 
rate at which an individual investor can 
t)orrow. Second, when the country is not 
*sinair in respect of its exports (as most 
countries including India are not), the 
marginal return on investment evaluated in 
foreign exchange will be less to the country 
than to the private producers. Third, an 
increase in the ratio of debt servicing to GDP 
raises the degree of risk on the balance of 
payments front, especially when the 
international capital market is imperfect,' 
export demand is subject to wide 
fluctuations and business cycles in 
advanced countries generate more or less 
symmetrical movement in the demand for 
almost all traded goods. Hence even when 
loreign capital can contribute significantly 
to economic growth, the government needs 
to impose a tax on inflow of foreign funds 
in order to ensure the optimum scale of 
borrowing from abroad. 

m 

Neo-Stnicturalist Perspective 

Some of the most important problems of 
public policy in a developing economy 
cannot be examined in terms of a single^ 
sector model. This is true for policies relating 
to not only resource allocation, but also 
macro problems like inflation, growth and 
balance of trade. There arc significant 
differences across sectors concerning the 
constraint on Cheircurrent production, pattern 
of organisation, adjustment in prices to 
changes in demand and supply conditions, 
and the nature of the product. For the Indian 
economy the following structural features 
are of special significance in framing 
government policies. 

First, free market prices of agricultural 
goods are market clearing, but prices of 
industrial goods and services, particuHariy 
those produced in the organised sector, are 
mostly admini stered and cost dri ven. Second, 
as of now public enterprises account for the 
major part of production in the infrastructural 
sector as also in basic and capital goods 
industries. Third, movement in foodgrains 
prices and a few items like clothing and fuel 
are the most important determinants of 
changes in the cost of living index of rural 
labourers and urban manual workers^ and 
have a significant impact on the incidence 
of poerty. Fourth, in spite of the increase 
in its output during 1994-9S. the industrial 
sector is faced with the problem of excess 
capacity. However, the supply of power 
and other infrastructunal facilities is soon 
expected to emerge as a binding constraint 


tmM ftubsu^^l investmetif ix 
in these f]dds. Fifth, while the idfi^ne for 
bank credit to priority sector bes not been 
abandoned under the new economic policy, 
the supply of loans to farmers and other 
borrowers in the organised sector has over 
the last few years been consistently 
the target. 

In order to appreciate the significance of 
these factors for public policy we need to 
keep in view some of the crucial macro- 
economic linkages and nature of the 
interaction between different sectors. As 
already pointed out, quite a few government 
policies under the current budget are based 
on the perception that industrial production 
is constrained by the level of demand. But 
this does not necc.ssarily call for fiscal 
measures aimed at an across-the-board 
increase in the demand for industrial goods. 
The reason lies in interaction with and 
feedback from other sectors of the economy. 
An increase in the production of industrial 
good.s creates additional demand for food 
and raw materials like cotton and sugar 
cane supplied by the agricultural sector. 
Given the responsiveness of prices of 
primary products to demand-supply 
imbalance, relaxation of demand constraint 
in industrial sector is not thus without 
inflationary consequences. 

This inflationary pressure is strengthened 
by the operation of three other factors. First, 
cost escalation in agro-based industries has 
a direct impact on prices of their products. 
vSccond, in all industries, whether they are 
directly agro-based or not, money wages 
tend to nsc as they are adjusted to the cost 
of living index the most important 
constituents of which are prices of fo^grains 
and other goods produced with inputs from 
the primary sector. Third, the (income- and 
price-induced) increase in the demand for 
imports ot both intermediate inputs and final 
products, and the reduced competitiveness 
of exports due to rise in domestic prices 
enlarge the deficit in the balance of trade. 
When a flexible exchange rale regime is 
in force, the trade gap would be closed 
through a depreciation of the rupee; but in 
the process the domestic price level will 
tend to rise due to increa.se in prices of 
intermediate and final products procured 
from the rest of the world. 

Demand Management 

Several policy conclusions follow from 
the structural characteristics and macro- 
economic linkages noted above. The first 
and the most important is the superiority 
of public investment over promotion of 
upper or middle class consumption as a 
means of attaining both short and long-run 
objectives. As we have emphasised 
elsewhere fRakshit 1994], pven the large 
presence of public enterprises in capital. 


basic itipd itttennedtate goods industries 
and the fact that the overwhriming pM of 
the wagebill in these enteiprises constitutes 
fixed and not a variable costs, the secondary 
expansion of demand (and hence the 
inflationary pressure) generated through 
public (or for that matter private) investment 
will be negligible. What is no less important 
for an economy subject to the fiscal 
constraint, the marginal increase in public 
saving will be close to public investment 
so that contrary to theconventional wisdom 
such expenditure would not add 
significantly to what IMF calls the public 
sector borrowing requirement (which equals 
the fiscal deficit plus borrowing by public 
sector undertakings) 

In view of the complementarity between 
public and private investment development 
economists have noted the difficulty of 
converting the domestic saving potential 
into realised investment in an economy 
threatened with an internal debt trap [Bacha 
1990; Taylor 1991]. However, they have 
ignored the self-financing nature of public 
investment in a country tike India. Indeed, 
with a strong positive link between capital 
formation in private and public sectors, an 
autonomou.s increase in government 
investment can turn out to be a potent 
instrument for reducing the investment- 
saving gap in the public sector, avoiding 
the internal debt trap, and raising the long 
run growth rale of the economy! The nature 
of (he economic mechanism generating 
these effects may be illustrated with a simple 
example. Assume that (a) a unit increase 
in investment expenditure raises total profits 
in the public sector (inclusive of additional 
government revenue) by 0.8 units^; and 
(b) a unit of public investment induces 0.6 
units of capital accumulation in the private 
sector. Every 100 rupee increase in 
government expenditure on investment will 
then reduce the investment-saving gap in the 
public sector by Rs 2K. This provides yet 
another instance of the (ai lacy of composition 
and the folly of relying on the partial approach 
in framing public policies. 

What about Che excess capacity in 
consumer goods industries, especially those 
producing white goods and other items of 
upper and middle class consumption? The 
perception that the existence of excess 
capacity in a particular group of industries 
calls for a cut in domestic duties on those 
goods Ignores important inter-sectoral 
linkages. To the extent production of these 
goods involves increased use of agricultural 
products, imports or scarce universal 
intermediates, there is a cost in terms of 
foregone investment or current consumption 
of the basic necessities of life. This points 
to the severe limitations of the trickle down 
mechanism and of the policy of promoting 
labour-intensive activities irrespectiveof the 
nature of the their products. 
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Taxes AND StmsiDi^ 

The foregoing analysis suggests that even 
though underutilised capacity prevails in 
some sectors, there can be a trade-off 
between growth andinflation (or incidence 
of poverty) due to import costs or supply 
bottlenecks operating elsewhere in the 
system. The scope for non-inflationary 
growth, it is also not difficult to sec, is 
reduced considerably to the extent scarce 
resources are used directly or indirectly in 
supporting non-essential consumption. 
Hence arises the need for taxing such 
consumption when direct taxes cannot be 
used to effect the required cut in the 
purchasing power of the upper and middle 
income groups. 

An essential requirement for containing 
inflation is the relaxation of the supply 
constraint in the agricultural .sector. It is 
in this context that one has to resolve the 
controversy regarding food and fertiliser 
subsidy. A number of economists as also 
the Economic Survey / 994-95 have singled 
out the increase in procurement prices as 
an important factor contributing to double 
digit inflation during 1994<95. However, 
the ratio of subsidy to GDP was no more 
than 1.1 per cent in 1994-95 compared 
with 2.0 per cent in 1990-91 and 1.5 per 
cent in 1992-93 and 1993-94. Again, the 
Economic Survey 1994-95 itself draws 
attention to the role of high procurement 
prices in raising agricultural output which 
ceteris paribus should have had a 
disinflationary effect on the economy. 

In order to appreciate the effects of food 
policy it is necessary to consider (a) the 
supply response lo paicurement price and 
the co.st of fertiliser; (b) the issue price and 
addition to stocks by Food Corporation of 
India (FCI); and (c) the level of subsidy 
on agriculture and its feedback effect from 
the rest of the economy [Das 1989; 
Dasgupta 1989; Storm 1993). With a 
positive supply response and no addition 
to FCI slocks, food and fertiliser subsidies 
should tend to reduce prices of larm 
products and heiice contain the cost 
escalation in the non-agricultural sector. 
The disinflationary effects are reduced if 
not reversed when additional income 
accruing to farmers produces a large 
multiplier effect and other demand 
generating forces are at work in the non- 
agricultural sector. 

So far as the 1994-95 experience is 
concerned, perhaps the single most im¬ 
portant source of inflation was the large 
addition to stockii by FCI in the face, of the 
rise in foodgrains output at 1.6 per cent 
lagging behind the population growth rale 
of about 2 per cent. The problem was 
compounded by the increase in demand for 
non-agricultural goods aided by the 
consumption - promoting measures of the 


government. Had VCl rbteased its excess 
stock in the domestic market, both 
'foodgrains prices and the general price 
level would have comedown. Theoperation 
could no doubt have involved some loss 
to FCI with the widening of the gap between 
the procurement price and the issue or/and 
market price. But given the excess stock 
at the disposal of FCI and high cost of 
storage, the loss would have been less than 
that of carrying the stock for one or two 
years. Be that as it may, from the viewpoint 
of short run inflationary consequences, not 
only is the loss notional, but there is also 
a decline in public sector borrowing 
requirement. 

Many a mix up in agricultural policy 
arises from not distinguishing between two 
roles of Food Corporation of India. The 
first role concerns the intertemporal 
stabilisation of foodgrains prices and in 
this regard FCI only supplements the 
activities of private traders. The second 
objective of FCI is provision of food 
security the most important component of 
which is the availability of foodgrains at 
relatively low prices. Food and fertiliser 
subsidies should be designed primarily for 
the promotion of the second objective. The 
implication is that there is a failure in the 
design and/or implementation of these 
policies when FCI carries stocks in excess 
(or short) of what is required for moderating 
I liter-year fluctuations in food prices. 

If we ignore external links, foodorfertiliser 
subsidies per se do not involve any cost lo 
the economy so long as agricultural 
production is price responsive and industries 
operate with excess capacity. There is a 
supply side boost to agricultural output 
(through enhanced profitability), but this 
boost need not be at the expense of 
investment in any sector. Indeed, due lo 
intersectoral linkages noted above, an 
increase in public investment has now to 
be supported by additional budgetary 
support to agriculture in order to reduce 
the inflationary pressure on food prices 
and the consequent rise in industrial costs. 
A longer term solution to the problem of 
capacity utilisation in industries due to 
scarcity of farm products lies in enhanced 
infrastructural investment in agriculture 
which crowds in private investment and 
enlarges the price responsiveness of 
agricultural production.^ 

When industrial production is constrained 
by capacity, infrastructural facilities or other 
supply side factors, food and fertiliser 
subsidies cease to be costless to the economy. 
The cost in real terms is nothing but foregone 
investment and/or consumption of non- 
agricultural goods and services. Hence 
emerges the problem of deciding on the 
optimum scale of subsidies to agriculture 
which in its turn involves the problem of 
trade-off between current and future rates 
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otifitltttfcm and growth. Given the operation 
of the law of diminishing returns to variable 
inputs^ it IS quite clear that beyond a point 
food and fertiliser subsidies will be less 
efficient than agricultural investment in 
promoting the objective of non-inflationary 
growth. But to put the record straight, such 
a choice should be relevant only when 
industrial production is not demand- 
constrained and all possible fiscal measures 
have been taken to reduce private and public 
profligacy. 

Exi*i.ornNG Ex'it-.rnal Links 

Some of the policy conclusions drawn 
above are required to be revised where we 
take account of trading opportunities open 
to the economy. However, even it wc ignore 
problems relating to scale economics, 
learning by doing and all that, blanket trade 
liberalisation with ihe removal of all tariffs 
and subsidies will not generaie the optimum 
scale and pattern of foreign trade Promotion 
of ba.sic economic objectives requires iradc 
policies designed for (a) relaxing the 
con.sirainl on capacity utilisaiion faced by 
the economy; fb) icsiruciunng production 
activities in line with dynamic comparalive 
advantage, and (c) attaining the opiimum 
composition of domestic absorption. To be 
more concrete, let us indicate how these 
considerations aficci the policies suggested 
for a closed economy For simplicity we 
shall abstract from economies of scale, 
endogenous technical progress and related 
issues 

We have noted how the objective of non- 
inliationary growth can be secured through 
public investment with support to agriculture 
when industrial sccior is laced with demand 
consirainl We have also suggested thal 
production of white goods and other articles 
ol upper class consumpiion goes againsi this 
basic objective. With possibilities lor foreign 
trade, several options lor furthering ihe 
objective arc opened up. First, while goods 
may be sold abroad in order to import 
loodgrains so long as import per iimi of 
export is more than the amount ol iood 
required in its produclnm The implication 
IS that contrary to the policies adopted m 
the current budget, there should be a stiff 
excise duly on Ihe production of luxury 
Items supplemented by countervailing 
duties on their imports and duty drawback 
on exports. This should promote allocative 
eff iciency without distorting the pattern of 
domestic absorption. If these industries are 
not internationally competitive, some 
export subsidy along with a tax on 
investment in these sectors may resolve the 
conflicting objectives of capacity uiihsaiion 
and efficiency in allocation of resources 
[Rakshit I994a|. 

Similar considerations .should apply to 
capital goods industries except that these 


gocKls would form an inipoitaiii part of 
domestic al!)$orption. We have indicate 
elsewhere the distortionary effects of tariffs 
and taxes inducing capital goods imports 
(Rakshit 1994, 1994a|. In fact, if there is 
large .scale excess capacity in this sector, 
price responsiveness of food output is 
severely limited and the economy is 
suffering from stagflation, an increase in 
domestic investment should be supported 
through food imports in lieu of export of 
capital goods 

Finally, for agricultural exports a simple 
minded application of liberal trade policies 
can prove disastrous. Food export in a bid 
to clear the excess stocks at the disposal of 
FCI provides an interesting example ol how 
the basic objectives o! growth and poverty 
eradication can tall a prey to the siiperstUious 
belief m the primacy ol reduction in fiscal 
dcticii Export ot agricultural goods like 
I runs or flowers may, to be sure, play an 
important role But two types of measures 
are requited in this rcgaid tor securing the 
basic objectives Fiisl, given the 
impcrlcclions in ihe inteinational market, 
some taxes ar subsidies are called lor m 
order l o rca 1 1 se l he opt i mu rn sea I e of c \ port s 
Second, such exports are lustificd only so 
long as the quantity nf l(KKlgrains (or other 
netcssilies) impelled against them is more 
than the domeslK cost in terms ol food 
output Otherwise, trade will contribute 
towards deindustrialisation and growing 
incidence of poverty, as happened during 
the colonial days fkakshil I9K2] 

IV 

Conclusion 

(a) Given the structural characteristics ol 
and con.sirainls laced by the Indian economy 
at the current juncture, ihcic is sub.siantial 
scope loi public investment without adding 
to the inflationary piessurc. 

(b) Such investment would raise the 
overall saving ratio ol the economy and 
reduce the mvcstmenl-.saving gap m the 
public .sector. 

(c) E'l.scal concessions to upper and middle 
class consumption limit the scope for non- 
inflationary growth and distort the pattern 
ol domestic absorption. 

(d) Within limits seigniorage is a potent 
tnstnjmcnloflurlhenngeconomicob|celivcs, 
especially in a fiscally constrained economy. 

(c) Policies promoiingexporl of loodgrains 
and import of induslnal products violate the 
economic principle of ‘selling superfluities 
in exchange ol ncctssiiics’ . Aiaimnalsy.sicm 
ol tariffs, taxes and subsidies has to be based 
on considerations ol both comparative 
advantage in prtKluciion and comparative 
bencliis from domestic absorption ot various 
goods and services The budgetary measures 
by and large do not reflccl these 
considerations. 


'' Notes 

1 Beyond the transactions and precautionary 
requirements of the economy. 

2 This IS true for total bank credit, not the 
demand faced by an individual bank. What 
IS relevant here is the elasticity of aggregate 
demand for bank credit. 

^ Given the north-easterly shift in the demand 
for hank credit. 

4 In a utopian set up foreign funds may be used 
to finance any expenditure, consumption, 
investment or even transfers But given the 
dismal record of utilisation of foreign aid m 
non commercial projects and the future 
interest burden on the economy and the 
Treasury, it would he prudcnl for the 
government to rely primarily on domestic 
resources 

5 So that even for a risk neutral economic 
agent the usual value of (he mean return 
gives on overeMimaie of the return relevant 
for rational decision making (Rakshit 1982]. 

6 In a closed economy (or zero import content 
ot capiial goods) with all wages in public 
cnierprises constituting fixed costs, the 
additional public saving will be close to 
unity 

7 Using a computable general equilibrium 
model .Storm (199"^) shows that a rise in 
public invcsiineni m agriculture along with 
an inciease in the quantity of food released 
Ibrougli the public disiribution system will 
laise the growth rale along with a decline 
in the prices of agricultural goods 

References 

Hacha, E L (1990) A Three-Gap .Model of 
F’oreign Transl'ci s and the GDP Growih Rale 
in Developing Countries*. Journal ol 

l)e\rhtjfifu nl E( otOfnin \ 

Bmlci W (1900) 'Some Thoughts on the Role 
ol Fiscal Policy in Stabilisation and 
Adiusimcni in Developing Countries’ in 
Biiilci, lUimtplvs of liud^etar\ and 
Finaniial Poln\\ MIT Press. Cambridge, 
Massachusetts 

Das.C( 1989) Food Policy in a Dual Economy’ 
in M Rakshit (ed), Studies in the 
Mai roei onomu s ttf Owrlopin}’ Countries, 
Oxford University Press. Delhi 

Dasgupia, D( 1989)- ‘Procurement Price.Market 
Price, Employment and Elfectivc Demand' 
in Rakshit (cd), op cit 

Rakshit, M (1982) Labour Surplus Economy. 
Macmillan. Delhi and Humaniiie.s Press, 
New Jersey 

(1994) ‘Money and Public Finance under 
Structural Adjustment The Indian 
Experience’ Economn and Political 
Weekh, April 16-2.^, 1994 
(1994a) 'Issues in Structural Adjustment ol 
the Indian Economy' in E Hacha (cdi. 
Development. Trade and Environment. 
Macmillan. London 

Storm. S <1991). Mat roeconomu Considera* 
turns in the Choice of an Af*ri( ultural Ptdtcw 
Avebury, Aldershot 

Taylor, L( 1991). bu ome PiMrihutaw, Inflation 
and (Irowth. MIT Press. Cambridge. 
Mussachii.selts 


Px'onomic and Political Weekly May 6-13, 1995 


1065 




REDEFINING CONSERVATISM 

An Essay on the Bias of India’s Economic Reform 

NARENDAR PANI 

A p9rceptiv0 critique of the nature of the economic reform. Of 
interest not only to economists, but also to all others who are cunous 
about how an economy works 

Deccan Herald 

This refreshing book explores the multidimensional factors that 
have determined the specific brand of pragmatism that has 
characterised the reform process in India since it was set in motion 
in the mid-eighties. 

1094 ■ 136 pages ■ Rs 195 (cloth) ■ Rs 95 (paper) 

INDUSTRIAL POLICY AND PLANNING, 
1947-1991 

Tendencies, Interpretations and Issues 

J C SANDESARA 

A useful book with a large amount of information very cogently 
presented. 

Economic and Political Weekly 

An important contnbution to the literature on industrial growth It is 
expected to stimulate further research in the field and therefore it is 
recommendedto all students and teachers of in dustna! economics 

Hindustan Times 

1992 ■ 211 pages ■ Rs 225 (cloth) ■ Rs 125 (paper) 

DECENTRALISED PLANNING 

The Karnataka Experiment 
ABDUL AZIZ 

The book is of considerable interest because some of the issues 
that the Karnataka expenment brought to the fore go beyond the 
specific decentralised systems that are sought to be created, to the 
influences that would exist on any process of decentralisation 

Economic Times 

1993 ■ 148 pages ■ R$ 195 (cloth) 

PLANNING IN INDIA 

The Challenge for the .Nineties 

ARUN GHOSH 

DrArun Ghosh gives a rare insight into the principles and aims that 
have informed this process overthe years and projects a refreshingly 
new approach to Indian planning and its future. 

The Hindu 

This book deserves to be read carefully Much of what it says merits 
senous attention and thought 

Business Standard 

1992 ■ 287 pages »Rs 275 (cloth) ■ Rs 175 (paper) 


DELIVERANCE FROM HUNGER 

The Public Distribution System In India 
K R VENUGOPAL 

[A] slim volume of pnceless importance. , Lucidly written prose, 
embellished, when necessary, with statistical tables. 

BHABANI SEN GUPTA in Indian Express 

One can only hope that policy-makers, planners (both in and 
outside the Government) and development administrators would 
take serious note of the suggestions made m this thought-provoking 
study 

Hindustan Times 

1992 ■ 223 pages ■ Rs 275 (cloth) 

BLACK INCOME IN INDIA 

SURAJ B GUPTA 

An excellent book, written with a thorough understanding of the 
viaous problem of black money It is required reading for any person 
who is interested in the future of India 

Management & Labour Studies 

The book under discussion is eminently readable and should be of 
interest to social scientists as well as anyone interested m the 
problem 

Hindustan Times 

1993 ■ 187 pages ■ Rs 225 (cloth) ■ Rs 125 (paper) 

DEVELOPMENT ECONOMICS 

A New Paradigm 

SYED NAWAB HAIDER NAQVI 

A succinct and stimulating book A lucid and systematic treatment 
of [the] subject The entire book provides fascinating and lively 
reading 

Pakistan Banker 

Indeed a very refreshing, fascinating and stimulating book The 
author, a noted Pakistani economist deserves high praise 

Hindustan Times 

1993 ■ 211 pages ■ Rs 225 (cloth) ■ Rs 125 (paper) 

THE ECONOMY 

An Interpretative Introduction 

C T KURIEN 

In a book of seminal quality and importance, C T Kurien has not only 
gven us a new and a meaningful explanation of the concern of 
economists, he has explained difficult concepts with ease and 
lucidity 

Economic and Political Weekly 
1992 ■ 436 pages m Rs 345 (cloth) ■ Rs 196 (paper) 



SAGE Publications India Pvt Ltd 

Post Box 4215, New Delhi 110 048 

(Tel: 6419884, 6444958; Fax: 91-11-6472426) 

AE-6S, Salt Lake, Calcutta 700 064 (Tel: 377062) 

27, Malony Road, T Nagar, Madras 600 017 (Tel: 4346822) 


1066 


Economic and Political Weekly May 6-13, 1995 




Whsit are (he ^Fundamentals^? 

Pulapre Balakrishnan 

To attempt to control the economy by targeting certain so-called fundamentals, prominent among them the fiscal 
deficit, appears to he ambitious in the light of the recent experience. In any case no real fiscal * correction ' has occurred. 
To cut the deficit and call this fiscal prudence' reveals an Orwellian imagination. This article examines the foundations 
of the macro-economic aspects of the recent policy initiatives. 


THIS is an essay on the ongoing relorms, 
the stale of the economy and the Union 
Budget for 1995-%. Since the greater part 
of the reform process has been ft>cused' on 
the (Question of macro-economic stability I 
confine myself largely to an examination of 
the foundations of this, namely, the macro¬ 
economic, aspect of the recent policy 
initiatives. 

1 

Foundations of Recent 

IVfacro-Kconomic Policy 

A rtiosl innucntial idea in llie sphere ol 
macro-economic policy loday is that the 
“macro-etonomic en VI ronmenr, notably Ihc 
late of inllaiion, is the principal determinant 
(d giowih. More generally, the idea that the 
macro-economic environment matteis 
most has led to, the-'attempt to identify 
ceil am crucial variables as representing 
the so-called tundamenlals ol an economy 
Tlic tundamenlals, naiuially, are rnacio 
variables and the liscal deficit has loiind 
an undisputed place among them. ’Thus, in 
a calculated leap, the du turn get the 
(relative) prices right’ has been replaced 
by the injunction to gel the ‘tundamenlals' 
right. 

Accoiding to this view the ‘hscal deficit’ 
IS the lodestar on the macro-cconomic 
lirmamcnt, tor in its control lies the means 
10 a lower inHation rate and to a ieduced 
external deficit Undoubtedly, economic 
policy-making in this sphere has been 
influenced by the perceptions ot the 
players in the financial sector who, with 
increasing cross-border capital flows, 
now command some attention from 
governments of market economics. In fact, 
the leaders* of the corporate sec tor might 
well have led this move,' fur, ‘the 
tundamentals' is not an cxpicssion one 
finds in mainstream macro textbooks, at 
least not as yet. Clearly the Narasimha Rao 
government is influenced by this idea, for 
never before have wc seen such a devotion 
to the Indian macro-economic scene as 
has been reflected in the government’s 
policy statements over the past four years. 
1 look at the performance of the economy 
in the light of what has emerged as the 
government’s view’ of how the economy 
works. 


Tut Rhitoric: Sounds Hundamkntai.’ 

(a) The fiscal stance and the balance of 
payments: 

The idea that the fiscal and external deficits 
are related can be generated m two different 
ways. First, in a Keynesian macro model 
with exogenous exports and imports related 
to income, expansionary iiscal policy 
worsens the balance of payments, unless it 
IS accompanied by ‘expenditure switching’ 
policies At full employment there is no 
altcrnaiive to the reduction oi ‘absorption’. 
Ol course, in the cailicst interpretations, foi 
instance in James Meade's classic analysis'* 
ot balance-of-paymenls policy, it was nevLi 
assumed, that the cut must come in public 
spending alone In fact, there was nothing 
in the ‘absorption approach’ to the bop to 
identity the role ol the fiscal deficit in 
generating the external deficit. This has 
requiied adittereni approach, and alas, also 
ihcjcUi.soningot economic ihcory. The much 
abused ‘twin deficits' view may be arrived 
at by manipulation ol the standaid identity 
of National Income Accounting which 
expresses llic equality between income and 
expenditure in an open economy Thus 

Y ~ E may be decomposed into 

OS+ r+M = c+i+ox 

where *Y’ stands lor incorrie, ‘E’ for 
expenditure ‘C” loi piivatc consumption, 
‘vS’ lor private saving. T’ loi taxes, ‘M’ lor 
imports, ‘1’ for private investment, ‘CV lor 
government spending on consumption and 
on investment goods and ‘X’ for exports. 

This may furthei be le-arranged to yield, 

(M-X) ^ (G-T) + {\ S) 
where the expression on the left-hand side 
IS the cuneni account deficit while (G-l ) 
and (I-S) represent the fi.scal deficit and the 
private sector saving-investment balance, 
respectively 

Assuming the private sector’s behaviour, 
represented in this case by the saving- 
investment balance, to remain unchanged, 
one can expect the external and internal 
deficits to move togciher. This laiilology has 
led to the proclamation that the fiscal deficit 
‘causes’ the curreni account of the balance 
of payments to go inlo deficit loo. There arc 
two problems with this view. Not only arc 
wc dealing w'lih an identity here, but this 
feature by itself would ensure that there arc 
(n-I) possible rc-arrangements. Thus 


Feldstcin'' has pointed out what he claims 
to be a more meaningful re-arrangement of 
the original identity as: 

S - (C5-T) = I -H (X-M) 

This IS done lo argue that since the 
inverse ol the fiscal deficit is ‘public 
saving’ changes m the deficit may, once 
clubbed with private savings, be inter¬ 
preted as changes in national savings 
Now assuming that the fundamental 
relation in the economy is that between 
saving and investment, Feldstcm argues 
that changes in national savings due to 
changes in Ihc fiscal deficit may well be 
expected to allei (private) investment rather 
than net exports The point of il all is to 
suggest that the supposed impact of 
changes in the fiscal deficit on the external 
deficit cannot be so easily assumed. 
International capital mobility must weaken 
the link between national saving and 
investment in an open economy However, 
Feldstcm and Hoi loka show^‘ that it has been 
unable lo erode this relationship even in the 
US economy where capital flows are 
prominent 

An cxliaordinary feature of the ‘twin 
deficits’ view of external deficits appears lo 
be that .^uch deficits co-existing with asurplus 
on government account are no longer a source 
ol concern. After all, under the scheme of 
things, the ‘fundamentals', represented by 
(he fiscal deficit arc sound. T^is was one 
characten.sation of (he Mexico economy 
which in January 1995 had an external deficit 
measuring up to 8 jicr cent of GDP and 
insufficient foreign exchange reserves to 
pay Us debt even while the government 
budget was in surplus With hindsight, u is 
also inieresling lo note that Mexico and Ihc 
United Kingdom were examples taken up 
by Feldstcm’ well before the most recent 
Mexican crisis lo point to the lack of efficacy 
of the fi.scal instrument as a cure for bop 
deficits. In fact, even at the time of his 
writing, both these economics were in the 
red as far as the balance of payments were 
concerned, despite having a fiscal surplus. 
The simple point that emerges is that a strong 
trading position is all about long-term 
competitiveness and lo expect that ihe 
question of compel ili vencss can be overcome 
by manipulating the government’s accounts 
is to invite the derisive comment about ‘free’ 
lunches 
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(b) 7%e fiscal deficit and 

The alleged role of the Ttstcal’ deficit as 
a cause of inflation is of relatively recent 
origin. It is to be found implicit in the 
package of measures for macro-economic 
stabilisation ordained by the multilateral 
financial institutions rather than in textbook 
Macro-economics. Of course, there has 
always existed the view that budget deficits 
are inflationary, but the deficit that was 
visualised in this case is the monetised deficit 
rather than the fiscal deficit which 
encompasses the former. Those interested in 
the history of macro-cconomic policy¬ 
making in India may have noticed that in 
Indian economic parlance *Budget(ary) 
deficit* has always meant the monetised 
deficit. Of course, it d(K*s so even today. It 
is only that references to the fiscal deficit 
seem to have taken priority since 1991 when 
India went in for an IMF loan. The new 
mind-set seems to have taken over quite 
completely now, lor the government 
continues to target the fiscal deficit even 
though Indian macro-economic policy is no 
longer governed by an IMF ‘programme’. 

As an aside, one might point out that it 
is inconsistent to hold the ‘twin deficits’ 
view along with the view that the fiscal 
deficit is relevant tor inflation. Foi, it the 
increase in the fi.scal deficit inevitably 
spills over into the excess of purcha.ses 
over sales in the external sector then it 
cannot, at the same time, be expected to 
be inflationary by raising the demand for 
domestic goods. Where the exchange rate 
floats and is sensitive to the fiscal deficit, 
of course, there must occur exchange-rate 
depreciation. The impact of this on the 
inflation rate obviously depends on the 
relative size of the foreign sector.** If one is 
hent on pursuing a theory of inflation 
originating from government spending, 
then one might as well concentrate on the 
budgetary deficit which does at least 
provide a measure of the additional 
purchasing pciwcr that is injected into the 
economy. 

There is, of course, one perspective from 
which fiscal deficits are inllaiionary, in fact, 
more so, giK's the argument, than moncti.sed 
ones. For, when the public debt is ultimately 
paid off by printing money, the principal 
plus interest amounts to greater money 
creation than the one-shot printing of money 
that would occui when the deficit is 
monetised. This is the so-called ‘unpleasant 
monetarist anihmetic’, an implication of the 
government budget, that was first ob.servcd 
by Sargent and Wallace.^ If this view is taken 
seriously, then an argument for the 
importance of the fiscal deficit for inflation 
control does emerge. However, that is 
precisely the point; given that its implications 
arc long term - after all, the money gets 
printed iMily when the debt can no longer 


be iblied over- this view can tiaidly be a 
contender as an explanation of the everyday 
inflation rate. 

The ‘Reality’: Through the 
Looking Glass 

In Table 1 are presented data on the fiscal 
deficit and the principal macro vanablcs of 
interest for all years since 1990-91. Starting 
with the current account deficit, there is little 
to suggest that the fiscal deficit and the 
external deficit are twins. There is, of 
course, a very strong correlation in the first 
year of the reforms. But that was a year 
in which the Reserve Bank of India had 
monitored the bop carefully, in particular, 
and attempted import compression via 
increased foreign exchange margins on 
imports. Thus it would not be advisable to 
infer that the very considerable reduction 
in the external deficit m that year was due 
to fiscal contraction alone, not to mention, 
if at all Subsequently, there has been no 
relationship between annual changes in the 
fiscal deficit and the external deficit. Prima 
facie there is a case for Fcldslein’s view that 
perhaps changes in national savings affect 
private investment. I return to this point. 

As far as inflation is concerned, the overall 
picture that emerges is that no major dent 
has been made. The trajectory of inflation 
over the years 1991-92 and 1992-9.^ is clearly 
due to the behaviour of agricultural 
production and cannot be attributed to policy 
111 any way. The significant fluctuation in 
foodgrain production and in the relative 


price (which can be infwet) 

frofn the (abW) provides the ammunition for 
this view. Since then inflation has hovered 
around the 10 per cent level. It would be 
wrong to draw the conclusion from this 
that inflation is impervious to any kind of 
anti-inflationary policy, even if it may not 
be wrong to conclude that inflation is 
certainly impervious to variations in the 
fiscal deficit. The point is that the 
government conducts its operations in the 
foodgrains sector quite impervious to its 
price implications. For one, it is holding 
more stocks than it ought to be. From an 
elementary reading of supply-demand 
theory we know that when, in u market with 
government intervention and voluntary 
private sale to government, the intervention 
price IS set above the market-clearing pnee 
the public authority begins to accumulate 
stocks. This is prcci.scly whai has occurred**' 
since 1993. I do not at this stage wish to 
enter into a discussion of the precise manner 
in which the government’s operations in 
foodgrains affect" the inflation rale. My 
task here is to examine the efficacy of the 
fiscal instrument lor inflation control The 
emerging picture is that of little or no 
relationship whalsiwvcr. 

The discussion of possibilities in inflation 
control in the Indian economy has given an 
undue importance to demand management. 
It is interesting to note that even so astute 
a practitioner as Monsieur dc Laroisierc, 
formerly managing director of the IMF and 
at that lime the governor of the Banqiie de 
France, had staled in his C'hintaman 


Tabu. I; Thl Fiscai Spano and Econqmk'Ouicomls 


Year 

Fiscal Deficit 

Growth 

Current l>:ficit *1’ ‘IT 

Prices 

I’ ir 

1990-91 

8.4 

1 3 

8.9 

.1 2 

10 3 

84 

1991-92 

5.9 

0 4 

-0 8 

-4 5 

137 

20.8 

1992-93 

5 7 

1 8 

22 

66 

10 1 

12.0 

1991-94 

7.7 

0 I 

3 6 

1 4 

9 1 

18 0 

1994-95 

6.7 

[ir 

8 3 

1 6 

9 6 

87 


Notes: ‘Fiscal Deficit’ is in percent of GDF- the ‘Union Budget 1994-^3’, Growth *1’ and ‘II’ 
refer to the annual change in manutaciuringand f oodgrain production, re.spectively - data 
IS from the Et onomu Survey 19^4-95. Prices ‘I’ and ‘IT refer to the change in the general 
price level and In the index of foodgrain prices, respectively - figures lor the first three 
ycar.s are from the Reserve Bank of India Bulleiin, various is.siies and fur (he Iasi iwo from 
the Eionomiv Survey 1994-95, ‘Current Deficit’ is the balance of payments on current 
account - Eronomir Surx'ey 1994-95, * estimate. 


Table 2 Fi.s('ai. ‘Adjustment’ and Private iNVEisTMENPr 


Var/Year 

1990-91 

1991-92 

1992-93 

1993-94 

1994-95 


Fiscal Deficit 

84 

59 

5 7 

77 

6.7 

5.5 

Revenue deficil 

■35 

2.6 

2.6 

4.2 

3.8 

3 4 

Capital outlay 

29.8 

28.2 

24 4 

23.7 

24.3 

20.6 

Private Invt 

13.3 

12.4 

13.0 

12.5 

n.a. 

- 


Notes The deficits arc in percentages of GDP - Economic Survey 1994-95’, ‘Capital outlay’ is the 
share in total expenditure of capital expenditure including loan.s - calculated from Budget 
docuincnt.s for each year some figures are actuaLs (92-93 and 93-94) while others arc rcvised 
estimates, ‘pnvale invt’ is gro.ss fixed capital funnation in the private corporate sector as a 
percentage of GDP - CSC 
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Deshmulch Lectures at the RBL Bombay in 
1992 that incomes policy must accompany 
fiscal restraint in combating inflation. It is 
easy to even though it has not been 
sufficiently recognised, that the practice of 
procurement-price setting has, given its 
importance for inflation, the potential of 
being used along the lines of an incomes 
policy.’- 

An altogether different question has to do 
with the relationship between inflation and 
growth over the period we’re looking at. A 
first impression is that the inflation rate has 
been more or less maintained (now that we 
know that the reduction of 1992-93 was very 
likely exogenous to policy and that the 
inflation rate for 1994-95 is very likely 
going to be in double digits). Certainly, it 
has not been purged from the system and 
whatever reduction has for a point been 
achieved has come at great cost. In the year 
just passed there has been a rise in inflation 
accompanied by an increase in the rate ot 
growth of manutaciuring production. 
While the acceleration in the inflation rate 
has been noticed it has not been seen in 
relation to the growth in the economy It 
is strange that critics have harped on the 
rise in the inflation rate while ignoring 
the 100 per cent rise in the rate ot growth 
of manufacturing production (Table 1). 
Two points are at stake here. The first is 
the criterion for assessing economic 
performance. To focus on inflation to the 
exclusion of growth makes little sense when 
the bottom line in economic as.sessmcnt inusi 
be output growth along with the very likely 
associated giowih ot employment. The 
.second point has to do with the relationship 
between inflation and growth, an age-old 
question in economics. Pnee behaviour m 
the year just passed, as also the experience 
of the period since 1991 as a whole, exposes 
the premature obituary ot the Phillips Curve 
The idea that lower inflation is both a 
prerequisite and a guarantor of growth 
does not come through with flying colours 
during this episode. In tact, and this is the 
message clear, we have had higher inflation 
in 1994-95 precisely because we have had 
faster growth. When the rate of growth is 
stepped up 100 per cent it is rather like the 
economy shifting gear(s). The acceleration 
in the inflation rate of manufactures must 
pull along with it the flexible prices in the 
.system. It is as simple as that. 

U 

Fiscal ‘Correction"? 

A point that I have been trying to argue 
is that the arguments for the use of the 
fiscal deficit as an instrument of macro- 
economic policy are not quite impeccable. 
However. Public Finance has its own 
imperatives and the arguments for a sound 
conduct of an economy’s fiscal affairs 


cannot be exaggerated. Nevertheless, it is 
not at all clear that this can be inferred by 
focusing on the 'ftscal’ deficit. 

The finance minister has taken the view 
that a ‘fiscal correction’ is needed and that 
by more or less progressively reducing the 
level of the fiscal deficit the present 
government has shown itself to be fiscally 
prudent. The data presented in Table 2 does 
show that a reduction in the fiscal defit^it as 
a share of GDP has indeed been affected, 
even though the early resolve seems to have 
taken a bit of beating Two aspects of the 
government’s conduct of its fiscal affairs 
must weaken its claim that it has shown 
fiscal prudence. Firstly, observe that the 
reduction of the fiscal deficit as a share of 
GDP has been achieved by relatively larger 
restraint on the growth ot capital expenditure. 
Note from Tabic 2 that over five annual 
budgets the share of total expenditure that 
IS devoted to capital spending including 
loans has been reduced by close to one-lhird. 
The second reminder of the fragility of the 
claim of fiscal prudence has to do with the 
continued presence of deficits on revenue 
account. Revenue deficits imply that a 
government is cither borrowing money or 
printing it, usually some combination of the 
two, to finance consumption. Manmohan 
Singh’s team of economists have on occasion 
justified the revenue deficit by pointing out 
that expenditure on revenue account docs 
include that on items such as education. 
Some perspective is provided, however, 
when wc note that in the Union Budget for 
1995-96 expenditure on ‘social services’ 
accounted for less Chan 4 percent of the total 
expenditure on revenue account. Secondly, 
not even our appreciation of the role of 
human capital in growth can allow for the 
excessive spending on items that arc not 
generative of future incomes in an accounting 
sense. There is no gelling away from the fact 
that the budget is a financial statement, and 
it should be seen this way. Thus to point to 
iheexistenccofrevcnuedeficitsas weakening 
the government’s ca.se, far from being a 
radical critique is actually very conservative 
criticism indeed. 

Finally, an important argument for 
reducing the fiscal deficit has been that 


government spending constitutes a draft on 
resources and public investment being less 
efficient in terms of returns is best replaced 
by private investment which, it is claimed, 
automatically increases as Che deficit is cut. 
The reality of the Indian case, however, is 
somewhat different it .seems. From Table 2 
we see that private investment has steadily 
declined since 1991 as the deficit has been 
lowered even though less steadily. There is 
little evidence of ‘crowding out’. All this 
does not, however, alter the importance of 
fiscal restraint from a public finance 
perspective. The question of how resources 
arc being used rclainv nn importance 
independently of the macro-economic 
consequences. 

Ill 

Union Budget, 1995-96 

I now look at the Budget for 1995-96. The 
Budget can he shown to be continuing the 
earlier practice of the government. 

There are only two aspects of the Budget 
for 1995-96 that I intend to comment upon. 
The first, having to do with the finance 
mini.ster’s perception of the causes of the 
current inflation, is a very minor aspect of 
the Budget no doubt, but in the context of 
the concerns of this article it assumes an 
importance. The other aspect has little to 


TABLt 4; Selected Items or Capitai. Oitlay 

(Ra entre) 


Expenditurc Head 

1994-95 

1995 % 

Public works 

138.61 

130.60 

Public health 

13 07 

20.00 

Water supply and .sanitation 

11 .(K) 

12 00 

Housing 

213,57 

279.00 

Urban development 

48.(X) 

45.00 

Irngation 

7 15 

6.70 

Power protects 

1514.40 

1293.85 

Educauon. sports and arts 

229 78 

11.60 

Information and 



broadcasting 

^0.12 

58.44 

Atomic energy re.scarch 

102 04 

109.53 

Total 1 

15379.26 

14.599.30 


Source’ 'Budget Provisions by Heads of 
Accounts*, Expenditure Budget, Vol I, 
Annexure I, Union Budf^etfor 1995-96, 
Ministry of Finance, New Delhi 


Table .1; The Anatomy of Inflation 


Item 

Annual Inflation 
(point-tn-poini) 

Per Ceni < oiUribution 
i( .illation 

1994-95, 

1993-94 

19Wi <;5 

1993-94 

All commodities 

11.4 

9 5 

l(K)0 

1000 

Primary articles; 

15.4 

87 

43.8* 

30.0 

Pood articles 

13.7 

3 7 

23.3 

7.9 

Poodgrains 

8.1 

. 18.7 

6 2 

15.9 

Non-food articles 

21.2 

16.5 

19.0 

17.0 

Fuel, power, etc 

1.6 

15.2 

1.6 

17.6 

Manufactures 

II.1 

8.9 

.54.7 

52,4 


Source: Economic Survey /W-95..Government of India. 
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macro-economics. In fact« it rdates to the 
core of the Budget, i e, the government’s 
perception of the principal constraint on 
growth m the Indian economy and its 
proposal for alleviating it. 

Inflahon in 1994-95 

There is no doubt that the inflation rate 
has accelerated in the past year. Its extent 
may have been exaggerated a little by 
focusing on the point-to-poini measure 
which in February was running at over 11 
per cent annually. The average rate for the 
financial year, on the other hand, was 
substantially lower and hence the acceleration 
less. But the fact remains that the inflation 
rale in the year just passed was higher, and 
Che finance minister was influenced enough 
by this to refer to this, and claims to have 
provided a means to low'ering it 

The finance minister’s analysis runs as 
follows: *This acceleration has occurred 
because of several factors. One reason is the 
sharp increase m procurement prices in the 
previous three years... The persistence of 
fiscal deficits at levels higher than should 
be, has aKso contributed to inllaiionary 
pressures.”'^ 

The reference to the consequences of 
higher procurement prices over the past 
three years is pu/;/.ling. There is little 
reason to believe that higher procurement 
prices have a lagged effect on the price of 
foodgrains. Notice from Tabic 3 that the 
increase in the latter in 1994-95 was. m fact, 
lower. The price ol whe a actually declined. 
If it is argued that prot uremeut prices 
affect foodgrain prices munediately and this 
in turn affects wages ,iikI manufactunng 
prices with a lag, then we would expect 
manufacturing prices to be rising at a faster 
rate in 1994-9.5. This is indeed the ca.se, 
though we cannot be certain (as yet, due to 
the non-availabihty of data) whether this is 
due U> higher wages or due to higher material 
prices. The matter can be settled though by 
observing that the contribution of 
manufactured goods prices to inflation in 
1994-95 was barely higher On the other 
, hand, the contribution of ‘primary aiticles' 
to the inllation rale is clo.se to 50 pei cent 
higher. The contribution of ‘food articles' 
has increa.scd three-fold This completely 
accounts for the higher inflation rate. For 
this reason, the finance minister’s argument 
that the lowering ofexci.se duties will lower 
the inflation rate does not address the issue 
of acceleration, and it is irrelevant whether 
firms pass on the lower taxe.s as lower prices, 
an issue that has been debated endlessly 
since the presentation of the Budget. As for 
the suggestion that the Budget is anti- 
inflationary because it propo.ses to lower the 
fiscal deficit from “levels higher than they 
should be”, from the evidence regarding the 
recent experience presented here one cannot 


credit this measure with much effectiveness. 
The recent inflation is, however, a little 
different in that the acceleration in the 
inflation rate during 1994-95 is almost 
entirely due to the higher rale of growth of 
the price ol food articles other than 
foodgrains This is not difficult to explain 
in the presence of an I(X) per cent increase 
in the rale ol growth of manufacturing 
produclion. an activity that generates 
disproportionately more urban incomes. 
Such inflation niu.st continue so long as 
urban consumption goods are in short 
supply It IS ironic that food continues to 
haunt the dreams of a 21 si century India 
At least this early warning might help lo 
focus the refotms. 

Tun pRospt-cT 

Just as the Budget has been influenced 
by the acceleration in inflation, it has also 
been influenced by the performance of 
manufacturing in the year 1994-95 Without 
doubt. It is the over 20 per cent laie of 
growth of the capital goods sub.secfor that 
has given the finance minister the 
confidence to continue with the process ol 
trade liberalisation, at leasi as -far as the 
dismantling of the tariff barrier is concerned 
I'he maximum rale has now been reduced 
further. However, the Budget sends down 
a more important message, when it identifies 


SAMEEKSHA TRUST BOOKS 


the crucial constraint in the economy as: 
“...the need for much larger investment and 
much greater efficiency in key infrastructure 
sectors such as power, roads, ports, imgation, 
railways and telecommunications.” The 
finance minister has indicated his deep 
appreciation of the problem when he refers 
to the issue of efficient maintenance is at 
least as important as that of the initial 
investment. However, when it comes to the 
government’s role in alleviating the problem 
of infrastructure shortage we can only be 
disappointed. For all that is contained in the 
Budget IS ‘‘...a five-year lax holiday for any 
enterprise which builds, operates and 
maintains intrastructurc facilities in the area 
of highways, cxprc.ssways and new bridges, 
ports, airports and rapid mass transport 
systems ” 

While one can hardly as.scrt that Ihi.s 
measure will not yield results, the 
expectation thal the private sector will 
respond vigorously to Ihe task of creating 
‘public goods’ precisely at a stage when 
the government is withdiawmg (lom the 
economy is [lerhaps misplaced This teature 
of the Budget,' that it signals the drawing- 
in of the borders of t[ic state has gone 
soinewhai unnoticed This relates no! only 
to the lower proposed outlay on capital 
expenditure (excluding loans) m 1995-96 
(calculated from the ‘lixpcndUure Budget’) 
but also in its propo.scd allocation across 
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Heads of expenditure. Some information is 
provided in Tabic 4. Apart from the 
reductions for some crucial items such as 
public works’, notice that in the year to 
come the government intends to invest less 
on ‘public health’, ‘water supply and 
sanitation’, ‘irrigation’ and ‘education’ 
combined than on ‘information and 
broadcasting’, and more on ‘atomic energy' 
alone than under all the preceding heads 
together. Essentially the government will 
spend lesson infra.structure. Perhaps the turn 
to the private .sector is meant to make up 
tor this. Of course, in spending less on 
capital account the government has only 
continued its earlier practice. 

The issue of ‘infrastructure development’ 
is relatively recent in the minds of economists. 
One IS advised not to take a purely theoretical 
approach to the matter. Interestingly, an 
economy for which a relatively greater 
amount ol work'^ exists is the US and some 
idea of possibilities for India emerges from 
examining the history of that economy. First, 
even though there exists no measure of the 
optimal amount of infrastructural investment, 
it is clear that the Indian economy faces 
infrastructural tamine Some perspective of 
the relative role that we might expect of 
private and public initiative is providetl by 
the information th^ m 1991 of the 
infrastructure in the US, defined as non> 
residential capital slock outside ol ‘defence’, 
88 per cent ol ‘structures' and 78 pei cent 
of ‘ec]uipmcnt‘ wds owned by government. 
A more interesting aspect of infrastructure 
development in the US is its distribution 
across constiuilional authority even when 
It is in the public .sector. Most infrastructure 
IS owned by the stale and local governments 
while very little (almost all of it ‘defence*) 
is owned by the federal government This 
has a bearing on the Indian situation in the 
lollowing way. At a time when public 
investment is dwindling, whether by 
design or by default, that in the US most 
investment has been done by the slate 
governments might appear an irrelevance 
However, it is not so. The US experience 
indicates that even if (he public sector 
invests less in the Indian economy hence¬ 
forth, the ‘responsibility’ for inlrastriiciure 
development has to emerge at the level of 
Slate governments. Thus, centrally-sponsored 
schemes in India, such as the tax holiday in 
the Budget, have a limited scope. Infra¬ 
structural development in India requires 
more nurturing than what the central 
government can provide, either politically 
or in terms of administrative capability. A 
particular aspect of the dwindling political 
legitimacy of the Indian state is the shrinking 
reach of the centre. In such a scenario, a 
centrally-guided infrastructure development 
with little actual public investment is of 
dubious worth Two problems are certain to 
loom large. First, there is the question of 


financing such targe initial investments. The 
financial press, often times invested with 
greater prescience than can be found in the 
groves of India’s academe, has pointed to 
the absence in this country of the appropriate 
long-term debt instrument. Equity is not 
likely to attract much funding for projects 
with long gestation lags. Of course, given 
that the Indian capital market is quite 
innovative, the right instrument might just 
emerge. However, it is unlikely to do so 
overnight, and financing is going to remain 
a problem for a while to come. The second 
issue is the more troublesome. It has to do 
with the confidence that the private sector 
has that it can collect the charges for its 
services. We are yet to be told whether the 
private producer is to .sell the services to a 
public authority or whether it is going to sell 
the.se to the customer directly. If it is to 
be the former, there r no mechanism to 
cn.sure the ‘efficiency’ that the finance 
minister has spoken ol as being needed so 
much. If It IS to he the latter arrangement, 
then It is going to be a first in India, and 
will require some observation before it can 
be termed a success. 

It pays to retlccl upon the possibility that 
the rise to cenlrc-slagc of the issue of 
‘macro-economic stability’ and an almost 
obsessive attention to its imperatives is not 
just the triumph of a new economic view 
hut the denouement of a social condition 
that Myrdal had chaiacicriscd, almost four 
decades ago, as the ‘.soft state’. The state 
now concentrates on what it can do rather 
than on what il oughi to be doing but has 
been incapacitated trum achieving There 
IS no doubt that the issue ol infrastructure 
development is going to dominate the lulurc 
course of the Indian economy To actually 
jettison all responsibihly lor this while 
continuing u. maintain, indiscriminately, the 
public .sector the state has shown itself to 
be too timid to face the criticism ot vested 
interests comprising the bureaucracy, the 
political class and organised labour The 
question of investment and maintenance of 
infrastructure is fat too complex to be taken 
care of by either of the two extremes, i e, 
altering the properly relations, a project 
adored by left-wing governments, or 
tinkering with the policy regime, a strategy 
thought to be invincible by the present 
[:>olitical dispensation. But reluming to the 
theme I had started with. an economy without 
‘public goods' can hardly be termed 
‘fundamentally sound’ whatever the state of 
the fiscal deficit. 


Notes 

(This paper originaUd in an invited talk 
given at the weekly colloquium of (he 
Mathematic.s Unit at the Indian Statistical 
Institute, Bangalore Centre. 1 thank Alladi 
Sitaram and his colleagues for having 
extended to me this honour. For discussions 


1 thank M Suresh Babu, T Krishnakumar. puHtpre 
Venugopala Menon and Surekha Ruo. Errors can 
only be mine.] 

I This has not been sufficiently recognised. The 

exception, surprisingly, is the observation by 
the US management expert Porter (1994). 

2 Sec Das (1995). 

3 I have elsewhere established that the 
government view is actually whut il is claimed 
to be by me Sec Balakrishnaii (1993) For 
an early penetrating cntiquc of the 'macro- 
economic adjustinent programme' being 
attempted by the government see Rakshit 
(1991). 

4 See Meade (1951) 

5 Feldsicin (1992). 

6 Sec Fcldstein and (1980) 

7 Op cit 

8 One might, however, wish to note that we 
now have evidence from the San Francisco 
Fed that exchange rates may not be macro¬ 
economic phenomena. It would, however, be 
widely acceptable that fiscal deficits are See 
Rose (1994) 

9 See Domhubch and Fischer (1987) for an 
elementary exposition. 

10 See Economic Sun’ev 1994-^5, Table 4.9 

II See Balaknshnan (1991), especially section 
2.8. 

12 It has, of course, always been used as an 
income policy in a more sinister sense To 
re-distnbutc lesources to surplus farmers. 

13 The Budget Speech -‘Union Budget for 
1995-96’. 

14 See the citations in Grainlich (1994). 

15 Much such information is available in 
Grainlich, op eii. 
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Eamomy ai^ the Budget 

Aran Ghosh 

This paper discusses (i) the state of the Indian economy as of mid*March 1995; (ii) the extent to which the union budget 
far 1995-96 may be expected to restore balance in the economy; (Hi) some specific aspects and implications of the revenue 
raising and expenditure thrusts of the budget; (iv) the extent to which the budget may be expected to stimulate the economy; 
and (v) the devolution of resources from the centre to the states in 1995-96 and the implications thereof. 


THE Economic Survey, presented a day 
before the annual union budget this year, 
gives a picture of the state of the Indian 
economy, against the backdrop of which 
the union budget for 1995-96 is drawn up. 

The report of theTenth Finance Commi ssion 
(TFC), submitted to government in 
November last (and released with the 
Economic Survey, with an Explanatory 
Memorandum indicating the extent to whicji 
the recommendations of the TFC have been 
accepted) lays down the broad parameters 
of central transfers to states (and union 
territories with legislatures) Qver the next 
five years, i c, 1995-96 to 1999-2000. In 
considering the union budget for the coming 
year, the report of the TFC and the 
implications of its recommendations would 
also become relevant. And, since the TFC 
report was submitted in November, the 
government of Indie can be expected to have 
had considerable lime to take note of the 
TFC recommendations and their implications 
on the finances of both the unior; and the states. 

The above two documents, namely, the 
Economic Survey and the TFC report bnng 
sharply into fcKus the role of the union 
budget (a) in bringing about macro-economic 
balance in the economy (the short-terin impact 
of the budget), and (b) in promoting the 
growth of the economy (tho long-term 
implications of the budget). There is an added 
piquancy in the availability of the TFC repoO; 
in this context one would need to consider 
the extent to which the union budget succeeds 
in the important task of devolution of 
resources to the states, which is important 
for strengthening the federal structure and 
character of the Indian Constitution. 

This essay on the union budget would, 
therefore, be concerned with: (i) the state of 
the Indian economy as of mid-March 1995; 
(ii) the extent to which the union budget for 
1995-% may be expected to restore macro- 
economic balance in the economy; (iii) the 
specific aspects and implications of revenue 
raising and expenditure thrusts in the union 
budget; (iv) the extent to which the budget 
may be expected to stimulate the growth of 
the economy; and (v) the devolution of 
resources from the centre to the states during 
1995-% and the implications thereof. 

n 

state of the Economy 

One is constrained to note that the 
Economic Survey 1994-95 paints a rosier 


picture of the health of the Indian economy 
(as of February 1995) than warranted by the 
data contained in the Survey. To quote from 
the Survey, “...the economy had already 
responded smartly to wide-ranging reform 
measures to record growth of 4.3 per cent 
in each of the years 1992-93 and 1993-94. 
The current year has seen an acceleration of 
growth to 5.3 per cent led by strong, broad- 
based industrial growth of around 8 per cent 
and supported by a robust agricultural 
performance... the current account deficit in 
the balanccof payments is unlikely toexceed 
half a per cent of the GDP in 1994-95 and 
foreign currency reserves have risen by over 
$ 4.5 billion since the beginning of the 
financial year as of February 13, 1995.“ 
All that is true. And yet, again, to quote 
from the Survey, ‘The provisional rate of 
inflation by the first week of February 1995 
at 11.4 per cent is indicative of the final rate 
being still close to the 12 per cent level.” 
Incidentally, the mention of inflation does 
not occur anywhere in the ‘General Review’, 
giving a ‘Macro-economic Overview’ of the 
economy. As per the statement on page S- 
66 of .the Economic Survey, the wholesale 
price index increased by 7 percent in 1992- 
93 and by 10.3 percent in 1993-94; and now, 
we are told that inflation in 1994-95 is likely 
to be around 12 per cent. 

' This has to be viewed in the context of 
two cardinal facts. First, since 1988, we have 
been lucky in having normal or better than 
normal monsoons; and, again, to quote from 
the Survey, foodgrain production “is 
expected to attain a record high of 185 
million tonnes in 1994-95. Public stocks of 
foodgrains with the Central Pool stood at 
30 million tonnes, as of January 1. 1995”. 
Secondly, the results of the Natiqnal Sample 
Survey for 1992 (January-December) 
indicate that though overt unemployment 
has declined, absolute poverty has 
increased and now afflicts 41.7 per cent 
of the rural population and 37.7 per cent 
of the urban population (vide. The 
Economic Times, New Delhi, January 19, 
20, 21, 1995); and assuming a rough and 
ready rural-urban distribution of 70: 30, the 
average percentage of people below the 
poverty line may fe said to be 40.5 per cent. 
To put it differently, if we assume these 
percentages to hold good, for a population 
exceeding 900 million today, more than 360 
million people of India may be assumed to 
subsist below the piovcrty line. To use a 
wholly different source, according to the 


Indira Gandhi Institute for Development 
Research, the “per capita availability of 
total foodgrains available for consumption 
(defined as net output adjusted for net 
imports and net changes in stock) declined 
from 510 grammes per day in 1991 to 465 
grammes per day in 1993“ {vide, Mid-Year 
Review of (he Economy, 1994-95, Kirit S 
Parikh (cd), Konark Publishers in 
association with India International Centre. 
1995, p 194). 

The fact that we have a significant increa.se 
in the stock of foodgrains with the 
government even as the GDP has been 
growing (by more than 4 per cent) and 
absolute poverty has reportedly been 
increasing - while overt unemployment has 
reportedly declined - indicates: (a) that the 
poor in India cannot afford to remain idle, 
they must seek employment at whatever 
wages arc available merely to subsist; and 
(b) that the effects of inflation in the context 
of obviously declining real wages has been 
to increase work participation and yet to 
increase the level of poverty, indicating a 
sharp accentuation of the inequality of income 

Tabi h I. Some Elements of Capitai. Inetow 

(US $ htllim) 


1993-94 April- 
Septem- 
ber 1994 


1 External assistance (net) 

I 7 

0.3 

2 Commercial borrowing (net) 

0.8 

(-)0.3 

3 IMF (net) 

0.1 

r-)l.i 

4 Non resident deposit.s (net; 

U9 

0.5 

5 Foreign investment 

(a) Direct 

0.6 

0.5 

(b) Foreign Institutional 

Investors (Fils) 

1.7 

1.0 

(c) Euro equities/GDRs 

issued by Indian firms 

1.5 

0.9 

6 Other flows (inci errors and 

omissions) 

2 1 

24 

Total of above 

9.4 

4.2 


S(furce Econonm Survey, 1994-95, p 87. 


Table 2 Trends in Ratfj; of Gross Domestic 
Saving and Capital Formation as 
Percentage of GDP 



Domestic 

Savings 

Domestic 

Investment 

1990-91 

23 7 

27.1 

1991-92 

23 1 

23.6 

1992-93 

20.0 

22.0 

1993-94 

20.0 

20.4 


Source: Economic Sur\’ey, 1994-95, p 4. 
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diiuibiition. It is common ImowHMIge tlun 
inflation buits the poor the most; it is 
tantamount to a taxation of the poorest 
sections of the population. Hence, inflation 
at 10.3 per cent in 1993-94 and some 12 per 
cent in 1994-95 needs to be seen in the light 
of the steady ^give-away’ in both direct 
taxation and taxes on white goods, and is 
indicative of a deep malaise in the fiscal 
system, a genera] failure of economic policy, 
and a sign of the indifference of policy¬ 
makers to severe macro-economic imbalance. 

The euphoria in regard to *‘broad-based 
industrial growth of around 8 per cent and 
supported by a robust agricultural perfor¬ 
mance" therefore needs to be tempered by 
the sobering thought that economic growth 
such as has occurred has accompanied by 
inflation andincreasing incidence of poverty. 

The other aspect of euphoria (in the 
Economic Survey) pertains to the accretion 
of foreign exchange reserves which, as of 
March 3, 1995, stood at $ 20 billion (as 
compared to $ 6.4 billion at the end of 
March 1993). This is doubtless a healthy 
sign insofar as it has occurred in pan as 
a result of increased exports and a sharp 
decline in the current account deficit in the 
balance of payments. However, we still 
have a small deficit on current account - 
even chough we will probably have a small 
overall surplus on the invisible account in 
1994-95 - and the accretion to our foreign 
exchange reserves has occurred largely 
because of .a sudden (and large) inflow of 
external capital. The euphoria in this regard 
needs to be tempered by two disturbing 
developments. First, the break-up of the 
capital inflow, such as available in the 
Ecoturmic Survey, has reasons for disquiet. 
The following extracts from the Survey are 
relevant in this context (Table 1). 

It would be seen that of a gross capital 
inflow (in respect of items listed in Table 1) 
of 9.4 billion in 1993-94 and $ 4.2 billion 
in April-September 1994-or a total of 
$ 13.6 billion in 18 months-total direct 
foreign investment (DPI) was only $ 1.1 
billion. It is good that we repaid some 
commercial borrowings and a part of IMF 
drawings during 1994 (totalling, between 
these two items, $ 1.4 billion). However, for 
Che 18 months period, the inflow by way of 
GDRsof $ 2.4billion, other flows (including 
errors and omissions) of $ 4.5 billion - 
which may be very short term, and of an 
ephemeral nature-the NRI deposits 
accretion by $ 1.4 billion, and even the funds 
brought in by Fils (to the tune of $ 2.7 
billion) can at best be regarded as short-term, 
though the FII funds can be repatriated only 
with a lag, and at some cost to them. Over 
the 18-month period, we can at best enthuse 
dbout net external assistance of $ 2 billion 
and DPI of $ 1.1 bUllon - a total of $ 3.1 
billion out of an overall positive capital 
account balance of S13.6 billion. There can 
also be legitimate concern about DPI - to 
the extent that such capital inflow is either 


on the balls of a high return 00 ^ 
guaranteed, or on terms (and in aieas) which 
can only be described as extortionate^ or a 
virtual plunderoftheiesourcesof the country 
- so that one is left to enthuse about only 
the inflow of $ 2 billion of ODA insofar as 
the capital account of the balanceof payments 
is concerned. 

We have aKso to read the above figures 
together with the other reason for serious 
concern, the trend in the rate of domestic 
saving in the country (Table 2). One can 
understand the need to cut expenditures to 
stabilise the economy. Domestic investment 
has been cut drastically from 27.1 per cent 
of the GDP in 1990-91 to 20.4 per cent in 
1993-94. This is wholly unwarranted in the 
light of the sale of PSE equity and the give 
away in taxes. But a more serious cause for 
concern is the rapidly declining rate of 
dome.stic saving, from 23.7 per cent of the 
GDP to 20.2 per cent. In fact, the whole 
premise behind any stabilisation-cum- 
structural adjustment programme is that 
consumption and capital expenditures would 
both be cut, and taxes increased, with a view 
to increasing domestic savings and bringing 
about a macro-economic balance in the 
economy. 

In fact, if we read the first few paragraphs 
of the Survey - that the economy has grown 
by 4.3 per cent in each of the two years 
1992-93 and 1993-94 (and is poised to 
grow at 5.3 per cent in 1994-95) - one is 
unable to reconcile such growth with the 
sharp decline in the savings rate (from 23.7 
per cent to 20 per cent by 1993-94), and the 
increase in the numbers afflicted by poverty 
(as reported by the National Sample Survey), 
which IS corroborated by the sharp decline 
in the offtake of foodgrains, even as food 
stocks with the government mount to 
alarming levels (for which adequate storage 
capacity may not be available). 

Again, in considering the budget for 
1995-96, one has to consider that the next 
wheat crop should be coming into the market 
in a month to six weeks (as of writing); and 
with stocks with the government reportedly 
at 31 million tonnes, there would be no 
storage capacity for any additional 
foodgrains which may need to be procured, 
if a disastrous drop in prices (disastrous for 
the farmer) is to be avoided. 


1 Revenue receipts 

(a) Tax revenue (net) 

(b) Non tax revenue 
Total 

2 Revenue expenditure 

3 Revenue deficit 

4 Capital expenditure 

5 Fiscal deficit 

Stmrvt: Budget ai a Glance. 


Goutr«tiiirii6« one his also to reriimt’or 
that w€ have had realoiuibly goodmoosoons 
for seven consecutive years, fri>m 1988 
until 1994. A failure of the monsoon in 
1995 is highly probable, if one goes by 
recorded history. Procurement may fail if 
that happens, and prices could shoot up to 
unprecedented levels. But there is no hint 
anywhere, either in the Ecorumic Survey or 
in the budget speech and other documents, 
of any ‘contingency plan’ for such an 
eventuality. Against an inflation rate of 12 
percent in 1994-95, we may have an inflation 
rate of 20 per cent in the year to come. The 
consequent distress to casual workers- 
both on and off farm - subsistence and 
marginal cultivators (who are perennially in 
deficit, or in bondage to the moneylender, 
having hypothecated the crop), and to the 
whole range of fixed income earners can be 
imagined. More importantly, the impact of 
such a development on the stabilisation 
programme, the possibility of genuine 
stabilisation over the past three years having 
been squandered away, would also need to 
be reckoned. Finally, the impact of such a 
pnee inflation on our exports; the inevitability 


Tabu 4- Revenub and Fiscal Dercits of the 
Government of India 
(As percentage of GDP) 



Revenue Deficit 

Fiscal Deficit 

1989-90 

26 

78 

1990-91 

3 5 

8.4 

1991-92 

26 

59 

1992-93 

26 

57 

1993-94 

4.2 

7.7 

1994-95 

38 

67 


Source Budget at a Giant e. p H 

Table 5. Plan and Non-Pi,an Expenditure 

(Rs (rare) 



1994-95 1995-% 
(Revised) (Budget) 

i Total non Plan 
expenditure 

113511 

12365! 

2 (a) Plan revenue 
expenditure 

28937 

29830 

(b) Plan capital 
expenditure 

19824 

19170 

Total 

48761 

48500 


Note' The figures include plan assistance to 
states and UTs. 


(Rs crore) 


1994-95 

1994-95 

1995-96 

Budget 

Revised Estimates 

Budget 

62,742 

64,988 

74,374 

23,342 

23,892 

26,413 

86,084 

88,770 

1,00,787 

1,18,811 

1,22,902 

1,36,328 

32,727 

34,132 

35,541 

32,888 

39,370 

35,823 

54.915 

61,035 

57,634 


Table 3: Some Important Budgetary Magnitudes 
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of taHier rupee deviluation: llie impact of 
such devaluation on the servicing costs of 
DM being invited on the guarantee of 
dividend repatriation (of a veiy high order) 
in dollar tetips; onrf the destabilising impact 
of these developments on the inflow of 
genuine long-term 'risk capital\ are all 
probabilities that do not get reflected in any 
of the policies being pursued by the 
government of India. Of special importance 
in tlds context is the unequivocal statement 
(in the Economic Survey, p 140) that the 
^‘government of India has decided to extend 
counter-guarantees to the eight fast track 
Indepen&nt Power Projects*’, all of them 
with m^ority (or 100 per cent) foreign 
equity; and the separate statement made by 
the minister for power that in the event of 
any need for honouring these counter 
guarantees, the payment would be debited 
to Plan transfers to the concerned state 
governments. These guarantees - as per the 
IDBl assessment of one project - would 
necessitate 40 per cent return on equity in 
dollar terms. 

It is in the above background that one 
needs to consider the state of the fisc, the 
developments during 1994-95 (as per the 
Revised Estimates), and the budget proposals 
for 1995-96, 

IH 

Hie State of the Fisc 

The observed rate of inflation, though 
explained in the Economic Survey as the 
result of 'riches' by way of external capital 
inflow, leading to an increase of reserve 
money, is in fact due to major errors - indeed 
irresponsibility - in the management of the 
fisc. One need only look at the figures of 
some major budgetary magnitudes, in 
terms of the budget and revised estimates 
for 1994-95 and the budget estimates for 
1995-96 (Table 3). 

One finds that despite increases in both 
tax and non-tax revenues, the revenue deficit 
has been increasing; and in fact, it is rhis 
factor that is primarily responsible for the 
ailments in the economy. Indeed, if past 
experience is any guide, the revenue deficit 
in 1995-96 may turn out to be larger than 
budgeted; and indeed, if the 1995 monsoon 
is not favourable, this gap would doubtless 
widen sharply. 

The enormity of the problem - and of the 
fiscal irresponsibility of the government - 
can be seen from the figures given in 
Table 4 bringing out the revenue and 
fiscal deficits ofthe union government from 
1989-90 to 1994-95. These data, extracted 
firom the Budget at a Glance give 'actuals' 
for 1993-94 andrevised estimates for 1994-95. 

Two points that stand out are: one, while 
some effort at stabilisation was made in 
1991-92 and 1992-93, there has been a bad 
slide back in the last two years; and second, 
the revenue deficit now far exceeds that at 
apy time earlier. And it is really this figure 


that is in^rtaiik, bectmsc^ 
can (andhas been) manipulated by gthimicks 
such as Che divestment of government equity 
in public enterprises. 

Both in the pattern of receipts and of 
expenditures, the central government appears 
now to be generally helpless; the 1995-96 
Budget marks a large number of totally 
inexplicable and avoidable 'give away s' to 
big business; in fact, not only the pattern of 
budgetary receipts and expenditures but also 
other economic policies appear to be attuned 
to benefit only big business, even though 
- as per the Economic Survey - wc are likely 
to have an inflation rate oM2 per cent in 
1994-95. 

Consider, for instance, the following. The 
total loss from reliefs in excise duties is 
estimated at Rs 646 crore in a full year (only 
partly compensated by increases of Rs 335 
crore). On the customs side, the duty 
reductions would lead lo a loss of Rs 1,179 
crore. One is not certain whether and to 
what extent import duty reductions - in 
the face of continuing domestic inflation - 
is justified. Most project imports, e g, for 
power and fertiliser projects, have been made 
duty free when it is known that the domestic 
capital goods industry has lower 'conversion 
costs’ than foreign competitors, despite 
disadvantages such as high interest costs; 
but the advantage of domestic industry could 
get wiped out by domestic inflation. On 
excise duties, the items on which duties have 
been reduced are by and large calculated to 
benefit identifiable large business houses in 
India; and though it was stated after the 
budget that the excise duty reductions were 
intended to bring down prices and thereby 
moderate inflation, a correction was swiftly 
made by official spokesmen to clarify that 
there was no connection between duty 
reduction and price changes. Indeed, some 
manufacturers have already increased prices, 
clarifying that but for excise duty reductions 
prices would have had to be raised even 
further. 

And yet, expenditures - lavish administrative 
expenditures-continue lo increase relent¬ 
lessly. The report of the NDC commitce on 
austerity has been shel ved. As one example, 
the budget for the Planning Commission 
has gone up from Rs 13.2 crore (1994-95 
revised estimate) to Rs 17.7 crore (1995-96 
budget) - an increase of 35 per cent - at a 
time when the policy of the government 
of India is to increasingly dismantle 
planning, cut down plan outlays, and rely 
on the market system to usher in changes 
in the economy. 

Two points are of some significance in the 
present context. First, while non-Plan 
expenditure is rising. Plan expenditure is 
declining. Table 5 would bring this out 
vividly. It would be seen that the only area 
where there is a decline in expenditure is 
Plan capital expenditure. It would be seen 
that Plan capital outlay is slated to decline 
by some 3.5 percent even in nominal terms; 


in real terms, the deeline wotild be 
considerably more. 

Indeed, if there is inflation - and prices 
will rise, the only point of uncertainty at this 
juncture being the extent of inflation- 
revenue expenditures would increase almost 
pari passu. The Fourth Pay Commission has 
virtually ensured that, with consequential 
havoc to state finances whose employees 
would demand a corresponding increase in 
dearness allowances. At that point, the softest 
option open to the finance minister would 
be to cut capital expenditures, especially 
Plan capital outlay. 

The second point is that the 1995-96 
Budget takes credit for as much as 
Rs 7,000 from the divestment of its 
equity (by the union government) of the 
most profitable, most growth-oriented and 
vital public sector enterprises, in fact, this 
has been a regular feature in each budget 
since 1991-92; and, as of the end of 
December 1994, the government had 
divested itself of varying percentages of 
equity in 35 PSEs, some of the startling 
ones being 48 per cent of Madras 
Refineries, 45 per cent of Cochin 
Refineries, 37 per cent of Hindustan 
Petroleum, 38 per cent of Indian 
Petrochemicals, 33 per cent of Mahanagar 
Telephone Nigam, and some 25 per cent 
each of Bonagaigaon Refineries and 
Hindustan Zinc. The next round (in 1995- 
96), ills obviously the turn of organisations 
like the ONGC, Indian Oil Corporation, et 
a1 - all the most profitable corporations, 
some of them initially set up as statutory 
authorities (like the ONGC and the C-Dot, 


Table 6. Debt Servicing Costs 

(Rs ewre) 



1994-95 

1995-96 


(Revised) (Budget) 

(1) Repayment of debt* 

62258 

70480 

(2) Total interest payments 

44000 

52000 

(3) Total debt servicing 

106258 

122480 

(4) Revenue receipts 

(5) Percentage of 

Go/70 

100787 

interest payments 
to revenue receipts 

49.5 

51.5 


* Excluding discharge of 91 days Tieasury Bills, 
Reserve Funds and Deposits not bearing 
interest, etc. 

Source: budfiet at a Glance. 

Table 7: Budgetary Support for Plan 
Investments by Central Public Sector 
Enterprises 

(Rs erttre) 

1994-95 1995-96 

(Revised) (Budget) 


(1) By way of equity 


contributions 

4592 

3389 

(2) By way of loans 

.3613 

3624 

Total budgetary 



support for PSE’s 



plan investments 

8205 

7013 

Source: Expenditure Budget^ 

Voll,p53. 
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controlling Mahanagar Telephone Company) 
(for details, sec Economic Survey, p 110.) 

Apart from the Reagan*Thatcher error of 
taking credit for a capital receipt into revenue 
account - of which there have been earlier 
horrendous examples, like the transfer of Oil 
Development Board reserves (based on 
cesses on petroleum products, intended for 
the development of the oil industry) to the 
revenue account of the union budget, during 
the Rajiv Gandhi era - the policy is obviously 
shortsighted, indeed deleterious for several 
reasons. First, government has been selling 
these assets cheap, converting public wealth 
to private riches, in the process losing a big 
part of the future revenue from these 
profitable companies. Secondly, this 
measure, coupled with the increasing 
disinterest of the government in the 
development of the PSEs, and the steadily 
increasing denigration of the public sector 
in general by people in high authority, is a 
sure recipe for demoralisation of the officers 
and workers of these enterprises, and if. as 
a result, their efficiency declines, the ill- 
wishes of the detractors of public enterprises 
would come true. Unfortunately, at a time 
when the government is short of resources 
and cannot find funds from the budget for 
financing the desirable expansion of these 
enterprises, the latter do not get any benefit 
from their equity sales. In.stead, if they were 
10 be allowed to judiciously .sell some equity 
in the market (with a high premium), the 
PSEs could easily raise their capital 
requirements from the market. 

Unfortunately, they arc not allowed to do 
so. indeed, such is the perversity of the 
present policies of the government that 
institutions like the IDBI are privately 
advised not to finance viable state-owned 
power projects, even while some pressure 
is applied to get them to lend to foreign- 
ownod private power projects. (For example, 
the IDBI has given a loan to the Dabhol 
Power Company of Enron when the World 
Bank had refused such a loan request as 
being against the interest of India in general 
and of the Maharashtra State Electricity 
Board in particular. The IDBI has looked 
at the project only on the basis of the 
guarantees and counter guarantees issued in 
respect of payments to be made by MSEB 
to Enron.) 

However, we digress: but the short point 
is that the fiscal deficit of Rs 57,634 crorc 
budgeted for 1995-96 is after taking credit 
for a receipt of Rs 7,000 crore from the sale 
of equity of PSEs. 

And the steadily widening fiscal deficit 
has now led to the piquant situation that 
more than half of revenue receipts of the 
government are required for debt servicing. 
Tabic 6 is pertinent in this context 

Indeed, if total repayments are taken into 
consideration, we are truly in a 'debt trap', 
the government has to keep borrowing merely 
to repay past debts. 


This situation is, of course, partly an 
inherited one. But the tragedy is that the 
'stabilisation' programme has not really 
succeeded in stabilising either the economy 
(pace, the inflation rate of 12 per cent in 
1994-95) dr even in stabilising the fisc (pace 
the need to keep borrowing to service past 
borrowings). 

rv 

Long Term Growth and 
Expenditure Pattern 

One could go into a long discussion of 
the failure of successive budgets to raise 
adequate revenue; the discussion has become 
somewhat .stale, and the continuation of the 
yawning gap between current revenue and 
current expenditure iscvidence of the general 
(and hapless) approach to the problem of 
revenue raising in successive budgets. An 
equally serious problem is the increasing 
withdrawal of the government in regard to 
the development of infrastructure, and to the 
heavy reliance placed on private capital 
(mainly foreign) to bail out the country in 
the matter of investment for infrastructure 
build up. The drop in overall capital 
expenditure in 1995-96 has already been 
seen in Table 3; the total capital outlay 
budgeted is 9 per cent less than the revised 
estimate for 1994-95; and again, if inflation 
continue.s at the present level, real capital 
expenditure by the union government would 
be a fifth less in 1995-96 as compared to 
1994-95. In fact, not only has the 
govcrnmeni’s total capital expenditure gone 
down, budgetary support for the Plan 
investment by public enterprises (by way of 


equity eontiibutions and loans fbr Plan 
investments) has also gone down. The 
relevant figures are given in Table 7. 

It would be seen that budgetary support 
for the PSEs plan investments has been cut 
by nearly 15 per cent; in real terms, the cut 
would thus be quite substantial. The union 
government is thus seen to be steadily 
disengaging itself from the task of 
promoting essential investments in crucial 
, sectors of the economy. For example, in 
respect of the PSEs under the ministry of 
petroleum and natural gas, this (additional) 
involvement has declined from Rs 132 
crorc (in 1994-95) to a mere Rs 4 crore (in 
1995-96); for the ministry of textiles (where 
the modernisation of a large number of sick 
textile mills taken over from the private 
sector is an urgent need), from Rs 19 crore 
to Rs 6 crore (indicating total indifference 
to the fate of these PSEs); in coal from Rs 
508 crore to Rs 431 crore; in industry from 
Rs 240 crore to Rs 222 crore; and in power 
from Rs 2.403 crore to Rs 2,396 crore. True, 
in power the reduction is not very large, but 
it is in this sector that heavy outlay is 
necessary, in lieu of which the government 
is prepared to guarantee a minimum return 
of 16 per cent on private equity investment 
(with guaranteed return in dollars, thereby 
insulating the foreign investor Irom any 
depreciation of the rupee in future. (Indeed, 
as per the ICICI a.s.scssment of the Enron 
project, which was published recently by 
P'rontlme A Aipril 7,1995), the return 

on equity to Enron would be 40 per cent. 

The issue that arises here is quite a serious 
one. If a return of say, anything higher than 
the average rate of growth resulting from a 


Table 8. Central Transfers to States and UTs 



1994-95 

(Rs crore) 

1995-96 


(Revised) 

(Budget) 

(1) Devolution of taxes as per Finance Commission 

(a) Share of stales in taxes on income 

K560 

9734 

(b) Share of states in excise duties 

13679 

16758 

(c) Share of states in nddi excise duties in lieu of sales tax 

2604 

2897 

Total of (1) 

24843 

29388 

(2) Devolution os per other Finance Commis.sion recommendations 

(a) Cirants under Article 275 (1) of the Constitution 

4231 

5078 

(b) Grants in lieu of lax on railway pas.senger fares 

150 

380 

Total of (2) 

4381 

5458 

(3) Other non-Plan loans and grants 

(including those recommended by the Finance Commission) 

1038 

831 

(4) Plan grants and loans to stales (and UTs) 

(a) For states and UTs plans 

19770 

17572 

(b) For centrally-sponsored schemes 

7447 

7645 

Total of (4) 

27217 

25217 

(5) Loans to states (and UTs) against small savings collections 

9649 

7000 

(6) Grand total of all central transfers to states and union territories 

67128 

67895 

(7) Less Recoveries from slates and UTs 

• 


(a) Recoveries of principal 

(-) 4354 

(-) 4754 

(b) Rccovenes of interest on past loans made to states (and UTs) 

(->11380 

(-) 13348 

Total of (7) 

(-) 16734 

(-) 13348 

(8) Net total transfer of central funds to states and union territories 

50394 

49793 


Note' Figure against row 2(a) for 1994*95 taken from Expenditure Budget, Vol II. since the 
Expenditure Budget, Vol I, shows a lower figure under this head. 

Smrees: Expenditure Budget, Vols 1 and II; Receipts Budget, 1995-96. 
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8|)eciftC inveMmem is given to ^ny investor, 
then such returns must be extract^ from the 
savings of the rest of the economy. What 
is the growth of Indian productivity expected 
from the power sector? And, if the real return 
(to the economy) exceeds 40 per cent, would 
it not make very good sense for the 
government to scrounge around and make 
the required investment? 

By disengaging itself, even though 
gradually, from the build up of infrastructure, 
therefore, the budgetary policy of the 
government shows up as clearly disinterested 
in the long-term growth of the economy. It 
is action that speaks, not mere homilies and 
pious statements amounting to mere 
verbiage. 

The fact that domestic savings have 
declined from 23.7 per cent of the GDP in 
1990-91 to 20.2 per cent in 1993-94, while 
domestic investment from as much as 27.1 
per cent of the GDP to 20.4 per cent over 
this period, is testimony to Che sharp decline 
in long-term growth effort over the throe 
years 1991-92 to 1993-94. One would 
readily admit that an investment rate of 
27.1 per cent cannot be sustained by a 
savings rate of 23.7 iiei cent; the fiscal 
effort should have been directed to equaling 
the two at something like 25 to 26 per cent 
of the GDP. Instead, wc have a whole set 
of policies > in which the union budget plays 
a pnncipal part - which has brought down 
both saving and investment to around 20 per 
cent of the GDP. This is a direct result of 
the recent shift in economic policy from the 
Mahalanobis model of planning to the 
Reagan-Thatcherite policy (inspired by Von 
Hayek) of 'minimum government 
responsibility* and reliance on the market 
system. 

This is not the place to dilate on the 
structuralists' argument in favour of state 
intervention (as against the neoliberal 
attitude of reliance on the market) to speed 
up development. But facts speak for 
themselves: and the (official) CSO data 
quoted earlier speak volumes for the recent 
budgetary policy which has led to a 
significant decline in investment and 
savings, and yet failed to stem the 
inflationary spiral let loose on the economy 
.since the late 1980s. 


Devolution of Resources and 
Central Transfers to States 

The Constitution of India requires the 
centre to devolve part of its tax collection 
to the states, and for this purpose, the 
appointment of a Finance Commission once 
every five years. The Tenth Finance 
Commission (TFC), appointed for this 
purpose, submitted its report in November 
1994; and the 1995-96 Budget is supposed 
to take note of the TFC recommendations 
in regard to the devolution of central taxes 


to states and other transfers (eg, under 
Article 275(1) of the Constitution, to help 
out the states in deficit). 

A discussion of the TFC recommendations 
would take another whole essay. Suffice it 
to mention here that the devolution of 
resources to slates in the 1995-96 budget is 
based only partly on the recommendations 
of the TFC. The brief Explanatory Memo¬ 
randum on the TFC .submitted to parliament 
states tersely that "the recommendations 
under Articles 270 and 275(1) df the 
Constitution... [and] under 272 of the 
Constitution... [and the] recommendations 
relating to distribution of grants to slates in 
lieu of tax on railway passenger fares and 
debt relief’ have been accepted and 
incorporated in the budget. “Other recom¬ 
mendations of the commission will be 
considered in due course.” 

The Constitution does not, of course, make 
it mandatory for the centre to accept the 
Finance Commission’s recommendations; 
but a healthy convention has evolved in the 
past, such that except for just a one-year 
period (1984-85) - when Indira Gandhi 
chose to punish the recalcitrant state of 
West Bengal - the recommendations of past 
finance commissions have been fully 
accepted. This year, apart from an 
‘alternative formula of devolution’ which 
would require a constitutional change, all 
other recommendations could have been 
accepted, since there was plenty of time 
between the submission of the TFC report 
and the formulation of the 1995-96 Budget. 
Htiwever, that was not to be; and many 
transfers (and therefore central budgetary 
expenditures) during 1994-95 are now 
missing for 1995-96. nVansfers for the 
upgradation of administration is one such 
category.) 

Let us, however, examine the totality of 
^//central transfers to states, both in respect 
of transfers as per TFC (and NFC) directions/ 
recommendations and other transfers. 
Table 8 gives the details. 

Several points stand out prominently. 
First, the total of tax revenue devolving to 
the stales, as per the recommendations of 
the Ninth and Tenth Finance Commissions, 
shows an increase of Rs 4,545 crore in 
1995-96 over 1994-95, an increase of 18 
per cent. If rows 1 to 3 arc added up - even 
though row 3 contains some items in respect 
of which the government has not yet taken 
a decision on the recommendations of the 
TFC-the increase in total devolution in 
1995-96 would still amount to an increase 
of 17.8 per cent over 1994-95. Plan grants 
and loans for state plans shows a decline of 
Rs 2,198 crore in 1995-96, a decline of 11 
per cent even in nominal terms, For centrally- 
sponsored schemes, there is a small increase 
in allocation by 2.6 per cent. The government 
of India has chosen to keep pending some 
recommendations of the Tenth Finance 
Commission so that the transfer under 


row 3 shows a decHne in 1995-96. Loahs to 
states under small savings schemes shows 
a substantial decline of Rs 2,649 crorea 
decline of nearly 38 per cent as compared 
to 1994-95. This arises because the centre 
decides on the interest rates payable under 
diverse savings schcme.s: and of laf- .9ierc 
has been a significant transfer ol .savings of 
households from the National Savings 
Scheme (and similar financial instruments) 
to units of the UTI and other schemes, the 
receipts of which accrue to the centre. Finally, 
though the grand total of gross transfers 
amounts to a small increase of 1 per cent 
in 1995-96, after deductions are made for 
repayments of principiil «.id payment*; of 
interest on past loans, the net total transfer 
%hows a decline of 1 per cent even in nominal 
terms. If one were to allow for inflation, the 
real decline in central transfer of funds to 
states would be seen to have declined by a 
two-digit percentage. 

One mu.st record in this context that 
successive committees of the National 
Development Council and other experts have 
passed adverse comments on the steady 
increase in the amounts earmarked under 
centrally-sponsored schemes, which tics 
down the slates (as they have to make varying 
degrees of matching contribution, to take 
advantage of the central funds). 

In sum, while the union government takes 
credit, in parliament and thrdugh the media, 
for substantial increase in transfers to states, 
in totality one ob.scrves a reduction in net 
transfers, even in nominal terms, in central 
transfers to stales in 1995-96 as compared 
to 1994-95. 

And considering (a) the inflation let loose 
on the economy by the centre, and (b) the 
fact that the pnmary responsibility for social 
infrastructure development vests with the 
states, we get to the root cause of the 
underdevelopment, the discontent and unrest 
in many parts of the country. While the 
centre lets off taxes (• n the name of economic 
reforms) and earns kudos from big business 
and from the IMF/World Bank, the states 
get .squee^ed further and further. Meanwhile, 
the build up of both social iind economic 
infrastructure (by the states and by the centre) 
gets neglected. 

The result is what we learn from the CSO: 
the saving rate on the decline, poverty on 
the increase. If, as a result, there arc divisive 
forces and protests, is that any wonder? Wc 
necessarily have to increase the outlay on 
defence and on internal security. 

We seem to be getting away from an 
analysis of the 1995-96 Budget. So, this 
would be an excellent point at which to stop, 
and let the reader ponder over the figures 
extracted from the budget documents. If 
there is any error, it must be attributed to 
those who have presented the budget to 
parliament, since all figures in this essay are 
painstakingly extracted from four separate 
volumes of the budget documents. 
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The weak spots in the economy are not just the fiscal deficit inflation, and infrastructure but also the decline in 
savings and investment rates, the real appreciation of the rupee, and the increased debt-servicing, about which the 
budget is silent The tax reforms also do not stand fully vindicated as is being claimed, and the composition of government 
expenditures has deleterious consequences for the long-run growth of the economy. 

This is a budget that furthers administrative rationalisations and that is its major thrust this year. The state is 
still in the process of consolidating its new role where it delegates responsibility for economic policy-making to 
technocrats and attempts to insulate itself from interest group pressure. 


I 

THE budget speech leads us to believe that 
there are just three weak spots in the 
economy - the fiscal deficit, inflation, and 
infrastructure. No mention is made of the 
declining savings and investment rates, the 
real appreciation of the rupee, and the 
increased debt-servicing that have 
consequences for the growth of the economy. 
The strategy behind the budget proposals is 
that a reduction in customs and excise duties 
will reduce the after-tax .prices of a whole 
range of commodities. With declining prices 
exports become more competitive and pick 
up (foreign demand increases) and in the 
home market consumers will benefit and 
have an incentive to increase domestic 
demand. This not only increases capacity 
utilisation, but entrepreneurs noting the pick¬ 
up in demand will invest more in capital 
goods because the demand for the 
commodities these investments will make 
available would go up. 

One of the reasons why investment may 
not go up has to do with debt-servicing. 
High debt-service payments reduce the 
funds available for investment and act as 
a tax on publ ic capital formation (the growth 
rate of which has declined in the reforms 
period) because resources get diverted to 
repaying the existing debt and making 
interest payments. The total internal 
liabilities of the central government have 
gone up from 3S.6 per cent of GDP in 
1980-81 to 52.9 per cent in 1990-91 and 
in 1994-95 are marginally above that. As 
a result, debt servicing was 49.5 per cent of 
revenue receipts in 1994-95 and are budgeted 
to be 51.5 per cent of revenue receipts in 
1995-96. This build-up of internal debt is 
not only responsible for reduced public 
capital formation but also causes a rise in 
interest rates and a consequent reduction in 
private capital formation. The average rate 
of interest on internal liabilities for instance 
has gone up from 8.2 per cent in 1990-91 
to 9.8 per cent in 1994-95 and the Gross 
Domestic Private Investment has been falling 
asapercentageofGDPin the reforms period. 
The pattern of resource mobilisation by the 


government crowds out private investment 
expenditure. 

An imminent outcome of the reduced 
customs duties is that the sourcing of 
investments themselves could prove to be 
an effective internal barrier to the growth 
of investments. Over the 1980s capital goods 
as a proportion of imports have increased 
from 15.2 per cent in 1980-81 to 24.9 per 
cent in 1989-90 and it is 25.2 per cent in 
the April-September period of 1994-95. 
Payments m^e for these capital imports 
implies that some of the incomes generated 
within the country are leaking out of the 
economy as a result of not being spent here 
but are instead generating demand for other 
economy's products. The Janus-face of 
investment is that it adds to productive 
capacity but the rise in productive capacity 
is useless unless there is demand for the 
goods that are capable of being produced by 
these investments. The dual nature of 
investment is that it increases productive 
capacity as well as generates demand. To 
the extent that the demand generation aspect 
of investment leaks out of the economic 
system, a tendency for the capital stock to 
stop growing is set into motion. Over a 
period of time if domestic investments do 
not begin to substitute for capital goods 
imports through indigenisation, we could 
very well be writing some decimal points 
off fiom the growth rate of the economy. 

The high inflation rate in the economy 
also adversely affects private investment by 
increasing the riskiness of long-term 
investment projects, reducing the average 
maturity of commercial lending, and 
distorting the information content of relative 
prices. Even if the reduction in customs 
duties reduces the inflation rate somewhat 
as the finance minister is arguing this is 
somewhat negated by the massive build-up 
of foreign capital inflows into the econmy. 
To the extent that these inflows result in an 
increase in expenditure on non-tradable 
goods, an incipient excess demand for non¬ 
tradables arises, domestic inflation 
aggravates, and a real appreciation of the 
currency occurs as has b^n occurring since 
April 1993. Given backward wage 


indexation, real wages in the organised 
sector do not decline resulting in no supply 
responses that could reduce the inflation 
rate of non-tradables. Also, to the extent 
that the increased portfolio investments 
result in higher perceived wealth in the 
economy, this would result in a rise in 
consumption demand (and reduced 
savings), which as it must be financed will 
result in turn in a rise in the demand for credit 
and an increase in the short-term rate of 
interest (with a feedback effect that reduces 
investment). 

The other leg of the two-track strategy is 
with regard to strengthening anti-poverty 
programmes and here the pronouncements 
are illusory. The National Social Assistance 
Scheme and the mid-day meal scheme are 
not yet formulated and no funds have been 
allocated for them as yet. Even if the schemes 
are implemented, more funds will have to 
be transferred to state governments which 
will result in a rise in expenditures and the 
fiscal deficit or a dilution of the schemes 
themselves. The National Social Assistance 
Scheme has three components: (a) Old age 
pension (Rs 75 per month to the poor above 
65 years of age), (b)a lumpsum survivor 
benefit (Rs 5,(XX) to poor households on the 
death of a main breadwinner), and (c) pre- 
and post-natal care for poor pregnant women 
(Rs 50 per month for two months before 
and after childbirth) which are estimated to 
cover 14 million people which is 4 per cent 
of 350 million poor. Such a marginal impact 
is not going to have any effect on electoral 
outcomes as is being claimed. 

Similarly, the Group Life Insurance 
Scheme is aimed at giving a life cover of 
Rs S,(XK) with an annual premium of Rs 70 
to the poor. A fourth of ^is premium is to 
be bor^ by the centre, a fourth by the state 
governments, and the residual by the 
beneficiary. The scheme is attractive because 
a deposit of Rs 35 at 12 per cent interest 
would take approximately 44 years to yield 
Rs 5,000 which is well above the life 
expectancy of an adult poor male. However, 
if an insurance holder does not pay the 
premium in any year he loses the entire 
policy and an illiterate poor person will 
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accordingly go }« for t*ie policy depending 
on the innovati venesst with which the paper 
work i% handled. Even the commercial 
credit provisions for SC/STs through co¬ 
operatives, regional rural and commercial 
banks will face the moral hazard problems 
of being treated as political gifts and may 
cause a deterioration of the rural banking 
environment. This budget then is neither 
populist nor inherently growth promoting 
but is marked by the rationalisations and 
reductions of tax rates that .signify a 
commitment to better administration. It is 
'an administrator's budget. 

II 

It would be a fair assessment of the 
economic policy of the current government 
to state that this government will be 
remembered mainly for us tax reforms. A 
major claim of the finance minister in his 
budget speech was that *'thc basic strategy 
of tax reforms stands fully vindicated". 
Given this claim it is necessary to assess the 
budget from the point of view of a longer 
lime frame, Wc do this by taking the period 
1985-86 to I99()-91, a period of six years 
to be the pre-reform period and the period 
1990-91 to 1994-95 to be the reform period. 
Wc can evaluate the reforms in two ways. 
One of the ways of evaluating the merits of 
reform is to see whether or not the announced 
goals of the reform have been met. This way 
of evaluating a reform process has the merit 
of informing us as to whether there is a 
convergence between intention and actuality. 
The second way of evaluating the reforms 
is to compare the economic outcomes with 


tlie outcomes that occur worldwide in the 
process of development. 

The announced goals of tax reforms were 
stated by the Chelliah Committee in its 
Interim Report where it had listed the 
following principles that would guide policy 
proposals: (i) acceptability, (ii) inclusiveness, 
i e, moderate tax rates with broader bases, 
(iii) honesty-inducing, (iv) constancy, 
(v) transparency, and (vi) implementation 
credibility. It then went on to state that "it 
will be our endeavour to ensure that our 
recommendations for reform will 
significantly enhance the income elasticity 
of the tax system of the centre". The 
committee records that the control of the 
growth of public expenditure and a 
perceptible increase in efficiency are 
prerequisites for the success of the tax reform 
programme, and then states that "the reformed 
tax sy.siem, if implemented with a reasonable 
degree of efficiency would exhibit an income 
ela.siicity between 1.1 and 1.2 percent, i e, 
I f GDP grows at 10 per cent the tax revenues 
could be expected to grow between 11 and 
12 per cent.” {Interim Report of the Tax 
Reforms Committee, Chapter 5.) 

We now take a look at the net tax revenues 
of the central government for the period 
1985-86 to 1994-95 (R E) (Table 1). The 
data shows that net central tax revenue which 
was Rs 21,140 crorc in 1985-86, was at the 
end of the pre-reform period, i c, 1990-91, 
Rs 42,978 crorc. In 1994-95. the figure 
stand.s at Rs 64,988 crore. A quick 
computation based on these data (Table 3) 
reveals that the centre’s net tax revenues 
registered a trend growth rate of 14.57 per 
cent dunng the pre-reform period. The trend 


period l&8.92pereeiit, 
i e, margtiuiUy over half that of the pre- 
reform period. 

Of course, the Tax Reforms Committee 
did stress that control over the growth of 
public expenditure is a prerequisite for tax 
reforms. It does turn out, however, thal there 
has been a deceleration in the growth of 
central government expenditure. The tren<l 
growth in the pre-reforms period for the 
central government expenditure is 13.66 per 
cent whereas in the reforms period it is lower 
at 11.07 per cent (Table 3). Moreover, the 
fall in the revenue growth of the centre 
cannot be attributed mainly to the fall in the 
growth of output or GDP as is often claimed. 
This is because the gap between the growth 
rates of centre's revenues and GDP has 
widened with the reforms as is evinced by 
the decline in the tax revcnuc/GDP ratio. In 
the pre-reforms period the lax revenue/GDP 
ratio of the centre averaged 8.3 per cent 
(Table I) whereas in the reforms period it 
has averaged 7.6 percent. Wc can accordingly 
conclude that one of the endeavours of the 
Tax Reforms Committee which was to 
enhance the income-elasticity of the tax 
sy.stem has not materialised. 

The next important issue is whether there 
has been any change in the tax structure. 
One of the major terms of reference of the 
Tax Reforms Committee was to reduce the 
over-reliance on particular sources of 
revenue such as customs duties and to 
increase the share of direct taxes in total tax 
revenues. This goal of tax reforms seems to 
be materialising if we go by the data in 
Table 1. The share of direct taxes in the 
net lax revenues of the centre averaged 


Table I ’ Trends in Revenues of Central Governmeni 


{Rs crore) 



1985-86 

1986-87 

1987-88 

1988-89 

1989-90 

1990-91 

1991-92 

1992-93 

1993-94 

1994-95 

(RE) 

1995-96 

(BE) 

Corporation tax 

2865 

3160 

3433 

4407 

4729 

5335 

7853 

8899 

10060 

13250 

15500 


(13.55) 

(12.99) 

(12.2.5) 

(13 06) 

(12.33) 

(1241) 

(15.68) 

(16.47) 

(18.82) 

(20.39) 

(20.84) 

Income tax 

665 

719 

603 

1442 

1088 

1250 

1627 

1831 

1346 

2440 

3766 


(3.15) 

(2.96) 

(2.15) 

(4.42) 

(2.84) 

(2.91) 

(3.25) 

(3.39) 

(2.52) 

(3,75) 

(5.06) 

Customs 

9526 

11475 

13702 

15805 

18036 

20644 

22257 

23776 

22193 

26450 

29500 


i45Xy}) 

(47.19) 

(48.91) 

(46.83) 

(47.03) 

(48.03) 

(44 45) 

(43.99) 

(41 52) 

(4070) 

(39.66) 

Union excise duities 

7331 

8164 

9423 

10922 

13096 

14100 

16017 

16367 

17224 

20617 

23126 


(34.68) 

(33.57) 

(33.64) 

(32.36) 

(34.15) 

(32.81) 

(31.99) 

(30.28) 

(32.23) 

(31.72) 

(31.09) 

Estate duty 

2 

4 

2 

5 

4 

3 

3 

1 

- 

1 

I 

Net centre's lax revenue 

21140 

24319 

28015 

33751 

38349 

42978 

50069 

54044 

53449 

64988 

74374 

Other direct taxes 

165 

183 

109 

129 

187 

233 

620 

1193 

887 

1094 

1100 

Total direct taxes 

3695 

4062 

4145 

6028 

6004 

6818 

10100 

11923 

12293 

16784 

20366 


(17.48) 

(16.70) 

(14 80) 

(17.86) 

(15.66) 

(15.86) 

(20.17) 

(22.06) 

(22.99) 

(25.83) 

(27.38) 

Non-tax revenues 

6895 

8764 

9022 

9840 

13947 

11976 

1.5962 

20084 

22004 

23783 

26413 

GDP at market prices 
Cenural government 

262243 

292949 

333201 

395782 

456902 

535517 

616061 

702829 

786355 

910970* 

1047891* 

'.rpcncliturc 

52666 

62916 

68261 

791 n 

92908 

105298 

1II4!2 

122618 

141853 

162272 

I72I5I 

Total direct taxe.s / GDP 
Net centre's tax 

1.41 

l.,39 

I 24 

1.52 

1.31 

1.27 

1.64 

1.70 

1.56 

1.84 

1.94 

revenue / GDP 

806 

8 30 

8.41 

8.53 

8 39 

8.03 

8.13 

7.69 

6.80 

7.13 

7,10 


Note: Figures in brackets are percentages to Net ^ntre's Tax Revenue. 

* These figures arc calculated from the Fiscal Deftct(/GDP ratios in the Budget documents. 
Source: Budget l>ocutnents, 1995-96 
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144 ^ cem til tlw pre-reforms perioil. 
in the reforms period the share averaged 
21.4 per cent. In fact, the share has gone 
up impressively from 15.86 per cent in 
I990-9!; to 25.83 per cent in 1994-95. 
Customs revenue by contrast which made 
up 48.03 per cent of central tax revenues 
in 1990-91 has fallen to 40.70 per cent in 
1994-95. The rise in the share of the 
income tax has not however made up for 
the fall in the share of customs revenue as 
the tax revenue/GDP ratio has fallen from 
8.03 per cent in 1990-91 to 7.13 per cent 
in 1994-95. This is because the tax base 
of the income-tax revenue source is low and 
there is much evasion. The Chelliah 
Committee in fact has estimated that only 
30-35 per cent of legally taxable income is 
being disclosed and it hoped that through 
its recommendations the figure would be 
raised to 50-60 per cent. 

Part of the reason that personal income 
taxes are not making up for the loss of 
customs duties is that the personal income 
tax exemption limit .set at Rs 35,000 earlier 
and Rs 40,000 now, narrows the tax base. 
The per capita GDP for instance is estimated 
at Rs 10,258 in 1994-95. The exemption 
limit for personal income taxes is 3.9 times 
this amount and that is effectively narrowing 
the tax base and limiting the raising of 
more revenues through this source. The 
better compliance expected on account of 
a simplified rate structure is not proving 
to be forthcoming and so lowering the 
exemption limit can prove fruitful from 
the point of view of raising resources. It 
IS estimated that there are currently 
something like seven million personal 
income tax-payers which implies that less 
than 1 percent ofthe population pays income 
tax. Clearly lowering the exemption limit 
and simultaneously ensuring better tax 
administration can yield dividends. 

A faetbr that makes it possible to usher 
in such a reform is that there is tr political 
commitment to reduce the share of indirect 
taxes in the economy. This results in a higher 
value of real earnings because indirect tax 
reductions increase the purchasing power of 
incomes. A direct tax is a tax on the source 


of incomes ivheimen ts on the 

uses of Incomes. As indirect taxes tax the 
expenditures from incomes, a reduction in 
them implies an increase in the quantity of 
goods that can be bought with a given 
income. Hence, an increase in direct taxes 
when indirect taxes are being reduced 
constitute no increased tax burden as such. 
Moreover, direct taxes on persons with 
incomes above the per capita level are 
viewed as fair and progressive as they tax 
the better-off in society and this has an 
immediate impact on compliance whereas 
the progressivity of an indirect tax is not 
transparent. 

One of the reasons that the share of direct 
taxes has been rising is because of the 
introduction from 1991 onwards of an 
interest tax of 3 per cent on lime and other 
deposits with banks. This tax is currently 
yielding Rs 1,000 crore or approximately 
6 per cent of direct taxe.s. It is a plausible 
argument that the personal income tax as it 
currently stands is mainly a burden on labour 
incomes earned in the modern sectors of the 
economy. However, bringing a significant 
share of capital incomes into the tax net 
poses a problem. It is more possible that 
attempts to tax interest income may only 
result in higher interest rates in the economy, 
will reduce the size of the corporate income 
tax base, and add to the cost of servicing 
the public debt on the expenditure side of 
the budget. Besides, it will raise the 
concentration of capital as the higher 
interest costs will create a financial 
distortion that makes equity financing more 
attractive and this possibility of financing 
is only open to the formal sector of the 
economy. Thus, the proposal to provide for 
deduction of income tax at source from 
interest on time deposits would result in a 
detrimental macro-economic impact. 

Reforms of customs duties have been 
geared to the goal of integrating the Indian 
economy into the global trading system 
and that’s why they’ve been the most 
contested. Up to the time of reforms, the 
policy objectives of customs duties were 

(a) protection of domestic industry, 

(b) containing the balance of payments 


deficit, and (d) tnflnencifig the stfiiciiire of 
imports so as to make foreign cxdiange 
available for essential and developmental 
needs. However, apart from learmng-by- 
doing and infant industry reasons it 
makes no sense to differentiate between 
products according to their origin (impor¬ 
ted or domestic) rather than their nature. 
It is generally believed that the major 
source of uncompetitiveness in Indian 
industries has been the higher prices 
paid for operating inputs relatively to inter¬ 
national prices. The higher prices are due 
to: (a) the tariff duties paid on imported 
inputs, (b) the uncompetitive prices of 
domestic supplies, and (c) the non-deductible 
excise taxes. In a sample of projects in 
the manufacturing subsector focusing 
principally on the metal, engineering and 
electronics industries and to a lesser 
extent chemical and related industries for 
the period 1988 and 1989 it was found that 
on average inputs used by the projects 
have prices 49 percent above international 
prices [Ettori 1990]. Obviously, then, if 
these higher costs could be eliminated and 
inputs provided at international prices, 
then, many more projects would become 
competiti ve and exports could be increased. 
However, if the boost in productive 
capacity does not keep pace with the 
demand generation process as we argued 
earlier, a tendency for the capital stock to 
stop growing will be set into motion, putting 


Table .1: Trend Growth Rates (Per Can) 


1985-86 1990-91 
to to 

1990-91 1994-95 

Net centre's tax revenue 

14.57 

8.92 

Non-tax revenues 

12.12 

16.93 

Recovery of loans 

13.64 

3,47 

Central government 



expenditure 

13.66 

11.07 

Current uansfer payments 

19.94 

10.93 

Capital expenditures 

10.16 

5.74 

Consumption expenditures 

11.55 

15.09 

Defence current expenditures 

7..% 

11.17 

Interest payments 

21.30 

17.54 


Source-. Budget Documents. 


Table 2: Economic Classification of Central GovERNMEm* Expenditures 


(Rs crore) 



1985-86 

1986-87 

1987-88 

1988-89 

1989-90 

1990-9) 

1991-92 

1992-93 

1993-94 

1994-95 

(RE) 

1995-96 

(BE) 

Current transfer 

14175 

16525 

19159 

24320 

30494 

37777 

42917 

45847 

51985 

59290 

70622 

payments 

(26.91) 

(26.26) 

(28.06) 

(30.74) 

(32.82) 

(35.88) 

(38.52) 

(37.39) 

(36.64) 

(36.54) 

(41.02) 

Capitol expenditures 

18742 

22056 

22087 

25005 

28698 

31782 

29122 

29916 

33684 

39370 

35823 

(35..S9) 

(35.06) 

(32.36) 

(31.61) 

(30.89) 

(30.18) 

(26.14) 

(24.40) 

(23.75) 

(24.26) 

(20.81) 

Consumption 

^9749 

24335 

27015 

29786 

33716 

35739 

39375 

46855 

56184 

63612 

65706 

expenditures 

(37.50) 

(38.68) 

(39.58) 

(37.65) 

(36.29) 

(33.94) 

(35..34) 

(38.21) 

(39.61) 

(39.20) 

(38.17) 

Total government 
expenditures 

52666 

62916 

68261 

79111 

92908 

105298 

111414 

122618 

141853 

162272 

172151 


Note: Figures in brackets are percentages to total government expenditures. 

Source: Budget Documents. 


Economic and Political Weekly May 6-13, 1995 


1081 





an effective cap to the growth potential of 
the economy. 

The tax reforms though have not yet 
extended to union excise duties and states* 
sales taxes and in this area the Chelliah 
Committee proposals are still pending 
implementation. The existing structure of 
commodity taxes in India is an unintegrated 
one. The central government levies customs 
duties and union excise duties, the state 
governments levy sales taxes, state excise 
duties, motor vehicle and passenger and 
goods tax, and the local self-government 
imposes octroi. All these taxes are levied 
simultaneously without any credit for other 
taxes already paid. This has given ri.sc to a 
number of problems such as the following, 
(i) Multiplicity; There is a multiplicity of 
levies on the same base, (ii) Cascading 
Effects; Various taxes fall on the taxes 
levied earlier causing escalation of costs 
and profits at each stage. As inputs are 
subject to both exci.sc and/or sales taxes, 
manufacturers need larger amounts of 
working capital which raises the costs of 
final products, (iii) Lack of Transparency; 
The existing system results in uncontrolled 
incidence of various taxes and the overall 
cumulative incidence lacks transparency, 
making difficult to grade commodities 
according to progress!vity. (iv) Vertical 
Integration; Widespread taxation of inputs 
promotes vertical integration and militates 
against ancillary industries. It was to 
discourage this trend that MODVAT was 
introduced in 1986. (v) Manufacturers* and 
Importers' Sales Tax; There has been a 
tendency for states to switch over the point 
of levy to the origin, i c, the import or 
manufacturing stage. This lacks the 
advantage of capturing additional value 
added and reduces the income elasticity of 
the tax system. In addition, these happen to 
be major sources of revenue and the 
uncertainty of maintenance of this How of 
resources is a deterrent against reform. In 
fact, revenues from excise constitute about 
32 per cent of tax revenues of the centre and 
that from sales tax constitute 57.6 per cent 
of states* own re.sources. 

The Chelliah Committee has two major 
recommendations that relate to excise and 
states* sales taxes. One is to shift to a system 
of value added tax or VAT and the other 
is to broaden the tax base. Previously under 
MODVAT a manufacturer was required to 
register and submit declarations regarding 
the use of inputs and manufacture of outputs. 
This finance bill changes this requirement 
for manufacturers to till classification lists 
before clearing goods from the factory. The 
manufacturer is granted credit for the tax on 
inputs received in the factory. Excise duty 
is levied at the time of removal of goods 
(known as clearance) from the factory unlike 
the VAT where the tax is levied at the time 
of sale. Because of the tax at the stage of 


clearance, thereis apiacdecof undervaluation 
of the tax base. 

The Chelliah Committee has envisaged an 
introduction of VAT in two stages. In the 
first stage it recommends a complete central 
government V AT at the manufacturing stage 
and a reduction in the level and number of 
rates to three basic rates of 10,15 or 20 per 
cent. In the second stage VAT would be 
extended to the wholesale stage. Only 
wholesalers with a total turnover above a 
threshold level (Rs 50 lakh or Rs I crore) 
are to be covered. Since the setoff for tax 
paid by the manufacturer would be available 
to the wholesaler, the two would not connive 
with to avoid payment of the lax. MODVAT 
this year has been extended to tyre yarn and 
industrial fabrics and currently does not 
apply to commodities such as tobacco 
pr^ucts and matches where the revenue 
collected from these items is approximately 
12.2 per cent of union excise. 

A VAT extending through to the retail 
stage is, however, preferable. The usual 
argument against including the retail stage 
is that it comprises numerous small firms 
whose records are so poor that it would be 
wasteful of administrative resource.s to try 
to levy the tax on them. But this observation 
suggests that the coverage of a VAT is not 
a *stage’ problem, but rather a small-firm 
issue. There is no reason why middle-size 
and large-retailers, which keep adequate 
accounts, should not be registered. More¬ 
over, the appropriate VAT treatment of small 
firm IS an issue that concerns those at all 
levels of production and distribution: 
producers, wholesalers and retailers. The 
small firm issue is not resolved by excluding 
the retail stage. The best VAT covers the 
whole production-distribution process. The 
sole criterion for tax coverage should be the 
size of the firm, regardless of the stage at 
which it is situated. In other words, attention 
should be focused on the design of an 
appropriate small firm exemption. 

As regards the broadening of the tax 
base the Chelliah Committee is of the view 
that the tax on services should he levied 
at the central level only. Services to be 
taxed should include advertising, services 
of stock brokers, automobile insurance, 
insurance of residential property, personal 
effects and jewellery, and residential 
telephone services. As these are mainly 
luxury goods the VAT on them would be 
progressive. Since a VAT is levied at a 
uniform rate and since consumption as a 
share of income falls as income rises, a VAT 
falls more heavily on the poor than on the 
rich with a consequent violation of equity 
norms. It is accordingly good practice to tax 
essential consumer goods (basic foodstuffs, 
medicines, fuel, electricity, newspapers, and 
public transportation) at lower than standard 
rates or exempt them altogether. However. 
VAT principles have not been applied to 


the services tax imposed on telephones, 
non-life insurance and stockbrokers in 1994 
and the revenue that has been mopped np 
here in 1994-95 at Rs 375 crore is just 62.5 
per cent of that budgeted. Even though the 
services sector accounts for about 50 per 
cent of GDP, broadening the indirect tax 
base to include it is proving to be difficult. 

The second way in which we could 
evaluate the tax reforms is by looking at 
the relationship between taxation and 
development. In a recent study [Burgess 
and Stem 1992], it was found that deve¬ 
loping countries obtain the bulk of their 
revenue from: (i) Domestic taxes on goods 
and services - 5 percent of GDP; (ii) f^oreign 
trade taxes - 5 per cent of GDP; and 
(iii) Income taxes 6 per cent of GDP, 
mainly on corporations. By contrast, the 
three main sources of government revenue 
in industrial countries arc: (i) Income 
taxes - 11 per cent of GDP; (li) Domestic- 
taxes on goods and services - 9 per cent 
of GDP; and (in) Social security con¬ 
tributions - 9 per cent of GDP. 

The .stmeture of taxation in India is far 
from the average developing country 
position The bulk of taxation in 1994-95 
(RE) was obtained from: (i) Domestic indirect 
taxes - 7.6 per cent of GDP. mainly from 
union excise (4 per cent of GDP) and sales 
tax (3.6 per cent of GDP), (ii) Customs 
dulics-2.9 percent of GDP, and (iii) Income 
taxes-2.7 per cent of GDP, with 1.5 per ceni 
of GDP coming from corporation taxes and 
1.2 per cent of GDP from income taxes. 
Compared to both developing and industrial 
countries there is thus a much stronger 
contribution from domestic indirect taxes 
By contrast the share of income laxes in 
GDP in India is relatively small compared 
to both developing and industrial countries. 
In 1994-95, the budgeted figure lor 
income taxes was greater than the revised 
figure whereas it was the other way around 
for the corporation lax and customs 
revenues (revised figures greater than 
budgeted figures) 'Fhus. in terms of the 
expectations of the government as revealed 
in the budget exercise indirect taxes 
proved to be more buoyant than direct 
taxes. Tax reforms clearly have much lefl 
to be done in raising the share of direct 
taxes. The movements one sees in the 
process of development - from indirect to 
direct taxes, trade taxation to domestic 
indirect taxation within indirect taxes, and 
from corporate to personal within direct 
taxes, are in accord with what theory 
indicare.s. India has yet to travel down this 
trajectory of development. 

Ill 

Non-tax revenues have been a buoyant 
source of revenue in the reforms period. 
The trend growth rate of non-tax revenue 
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which was 1 2 , 12 percent in the pre-reforms 
period has gone up to 16.93 per cent in the 
reforms period (Table 3). The major 
component of non-tax revenue which has 
gone up is the transfer of the profits of the 
RBI from Rs 350 crorc in 1990-91 to 
Rs 1,500 crore every year thereafter. The 
Aannual Reports of the RBI reveal that a 
policy decision was taken in 1991-92 to 
discontinue the practice of appropriating 
large amounts from the profits of the bank 
for credit to various statutory funds for 
loans and advances for agricultural 
development (the National Rural Credit 
[LTO] Fund and the National Rural Credit 
(Stabilisation) Fund maintained by 
NABARD), industrial (National Industrial 
Credit [LTO] Fund) and housing financial 
institutions (National Housing Credit 
[LTO] Fund) before transferring the surplus 
to the government. This policy decision 
has made possible the large increase in the 
transfer of profits of the RBI to the 
government. Inasmuch as the end process 
of the reforms is to have autonomous 
institutions that run efficiently, these 
funds should over time contribute to the 
internal reserves of the RBI and not be 
transferred into the hands of the government 
so that central banking policy is not 
restricted. Hcncej, this boost in non-tax 
revenues is non-sustainablc. 

Increasingly, resources are also being 
generated through disinvestment of equity 
holding in public sector enterpnscs. This 
year the government expects to raise 
Rs 7,000 crorc on this account alone. 
However, the method of tender offers for 
selling shares of public enterprises is flawed 
and the government is rejecting bids for 
shares. As no underwriters arc apjgiinlcd, 
the government is not committed to sell all 
the shares intended to be sold at the reserve 
price. The targeted revenue cannot be 
raised in the event of undersubscription 
as happened in the last round of 
disinvestment for Videsh Sanchar Nigam 
and in an earlier round for Mahanagar 
Telephone Nigam. Moreover, m the latest 
round of disinvestment, foreign insti¬ 
tutional investors were conspicuous by 
their absence obstensibly because they 
find these shares to be highly illiquid. This 
is not only because of a paucity of floating 
stock trading in these shares but also 
because the issue of share certificates (as in 
the case of MTNL last year) often takes 
months after the letter of allotment. Bidding 
at lower than the reserve price in fact seems 
to be an 'interest rate effect* due to the 
institutional sluggishness in terms of the 
time taken before the share is actually 
issued-the interest costs of foregone 
proceeds constitutes a reason for low bids. 
Unless the government appoints underwriters 
and speeds up the process of accepting bids 
and issuing share certificates it is doubtful 


if ft could raise ^ budgeted amount this 
year. 

Another buoyant revenue source to the 
government has been small savings. Small 
savings excluding PPF and deposit 
schemes for retiring government servants 
were budgeted at Rs 4,090 crore in 

1994- 95 but the revised estimates show a 
figure of Rs 11,700 crore, a 188 per cent 
increa,se. This is a turnaround given the 
decline in all components of small savings 
from Rs 9.104 crore in 1990-91 to Rs 6.640 
crorc in 1991-92 to Rs 5,717 crore in 
1992-93. The finance minister has made 
much of the fact that the fiscal deficit 
would be lower if the share of small savings 
going to the states were netted out. In the 
previous 10 years, the share of small savings 
going to the states has on an average been 
73.2 per cent. In 1993-94 it was 54.9 per 
cent and in 1994-95, 68.9 per cent, but this 
year without an explanation the share 
transferred to the states has been put at 87.5 
per cent. 

Even last year (1994-95), the budgeted 
share was 85 9 per cent but the revised 
estimate shows 68.9 percent one can expect 
a repeal performance this year. The finance 
minister could well avoid window-dressing 
of the fiscal deficit. The components of 
small savings receipts that fell in 1991-92 
and 1992-93 were the Kisan Vikas Paira and 
the Indira Vikas Patra receipts which caused 
a drop in the total certificates receipts ot 
small savings. As there is no detailed data 
break up for small savings recepits after 
1992-93 available there is no way of 
identifying what has caused the rise in small 
savings from 1993-94 onward.s that the 
budget documents depict. Given the absolute 
fall in net claims on government m the 
financial savings of hou.schold sector since 
1990-9! and given the fall in the private 
sector savings rate as reported by the CSO 
since 1990-91 one wonders how real are the 
figures for small savings receipts tliai the 
government is claiming. 

If we look at the economic classification 
of the expenditure side of the budget 
(Table 2), then, current transfer payments 
(i e, interest payments, subsidies and 
grants) which were 26.91 percent of total 
expenditure in 1985-86, are budgeted to be 
41.02 per cent in 1995-96. The brunt of 
this increase has been borne by capital 
expenditure which have declined from 
35.59 per cent of total expenditures in 
1985-86 to a budgeted 20,81 per cent in 

1995- 96. Consumption expenditure (defence 
and government administration) which was 
37.5 per cent jf total central government 
expenditure in 1985-86 is budgeted to be 
38.17 percent in 1995-96. However, a glance 
at the trend growth rates of these components 
of government expenditure is revealing. In 
the pre-reforms |:»criod the trend growth rale 
of transfer payments was 19.94 per cent, of 
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capita] expcnditurea 10.16 per cent, and of 
consumption expenditures 11.55 per cent 
(Table 3). The corresponding ftgiUres for the 
reforms period are for transfer payments 
10.93 per cent, capital expenditures 5.74 per 
cent and consumption expenditures 15.09 
per cent. There is a clear reduction in the 
growth rates of transfer payments and capital 
expenditures as between the pre-reform and 
reform periods. On the other hand, 
government consumption expenditures have 
accelerated as. the growth rate for this 
component reveals. 

A disconcerting feature of government 
expenditures in the reforms period relates 
to consumption expenditures. As far as the 
reduction in capital expenditures growth is 
concerned, the government expects private 
investment to pick up and make up for any 
shortfall. However, there are no measures 
to control the growth of con.sumption 
expenditures. This disconcerting trend has 
been caused in part by defence consumption 
expenditures which grew by 7.36 per cent 
in the pre-reforms period and have grown 
by 11.17 per cent in the reforms period. 
Consumption expenditures will also 
probably be greater than budgeted due to 
greater expenditures on account of the 
intenm award of the Fifth Pay Commission. 
This year, there has also been an absolute 
reduction in the amount budgeted for 
capital expenditures. In 1994-95 too 
capital expenditures were budgeted as 
being less than in the prcviou.s year but the 
later revised estimates for the year actually 
show the figure to be higher than the 
previous year. This has been the result of 
loans to states and union territories in the 
revised estimates of non-plan capital 
expenditures being much higher than those 
budgeted. It must be noted here that the 
growth ol' recoveries of loan in the receipts 
side of the capita) account was 13.64 per cent 
in the pre-reforms period and fell to a paltry 
3.47 per cent in the reforms period. Again, 
these loans are financed through none other 
than small savings collections and so once 
again one wonders about the basis of these 
figures. 

IV 

The current government had initiated the 
reforms after the foreign exchange crisis of 
1991. It is important to pul the policy-making 
process into perspective so as to gain an 
insight into the nature of the new role of the 
state that the reforms have spawned. A fruitful 
way of proceeding is by characterising 
politics as a competitive business where 
politicians compete to gain as well as to 
retain public office. Recognising this, 
politicians in power turn their control ovci 
public spending into a source of political 
benefits. Thus, they adopt distributive 
financing programmes that benefit theii 
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comtitnents andas a mmlt cultivate a vote- 
bank. However, such strategics though 
individually rational for those who hold 
political power currently, are collectively 
irrational for them as a group because with 
each individual politician sanctioning 
projects that he believes will enhance his 
chances of retaining office, deficits mount. 
The resulting worsening economic 
coiiditions reduces the popularity of the 
politicians in power and the oppositions* 
chanM of challenging them successfully 
increases. Incumbent politicians who intend 
to retain power respond to this by creating 
institutions that commit them to collectively 
rational strategies that promote fiscal 
cKsdpliiie, sec limits on public spending, and 
thereby reduce the opportunities for 
distributive politics. One such institutional 
response is the delegation of responsibility 
for economic policy to technocrats who are 
given the powers to restrain politicians from 
indulging in distributive politics thereby 
forcing politicians towards collectively 
rational strategies that promote their chances 
of retaining office. 

A natural by-product is that the technocrats 
(in India, Manmohan Singh and the team in 
the finance ministry) who have been set the 
agenda of promoting the collective interest 
of the political party (economic reforms) in 
power come to acquire a very significant 
status in the policy-making domain and are 
viewed as being above the selective political 
interests of particular politicians. To 
characterise economic reforms as the 
response to competitive politics gives us a 
clue as to its widespread acceptaiKc. It also 
promoces an understanding of why some 
items on the agenda of the policy-making 
process can be jettisoned by politicians 
reigning in the delegated powers that they 
have handed over to technocrats. This may 
betriggered off by certain policies associated 
with the economic reforms adversely 
interfering with the economic conditions of 
important constituents which would result 
in reduced political support. Thus, the entry 
of the human face and pro-poor policies into 
the policy agenda is the result of the 
competitive political scenario which makes 
it risky to ignore the interests of certain 
segments of constituents. To repeat an oft- 
quoted statement, politicians formulate 
policies to gain power, not gain power to 
formulate policies. 

An example of the delegation of economic 
pcdicy-making as a characteristic of the new 
role of the state is also revealed by the 
privatisation programme. Though the osten¬ 
sible objective is the fiscal one of raising 
non-inflatkmary resources, it is often stated 
that there would be efficiency gains as well 
because managers would be monitored by 
their performance as indicated by the share 
prioesof public sectorenterprises. According 
to this argument, die exit of dissatisfied 


customers from a badly performing entcu^ 
prise will result in its falling profitability 
which in turn will lead to the exit of 
shareholders, thus putting pressure on 
managers to manage the firm efficiently. 
This argument, however, is flawed becau^ 
of its first level assumption of an efficient 
exit mechanism in the product market. As 
most enterprises whose equity is being 
divested are in a monopolistic market and 
also protected by all sorts of entry barriers, 
customers are captive and cannot exercise 
an exit option, thereby limiting the role of 
share prices as an indicator of performance. 
In fact, the efficiency gains associated with 
privatisation could as well be achieved by 
imposing a suitably tight budget constraint 
on public enterprises. Why then does the 
state not do this? 

This question gains significance because 
one could argue that establishing a hard (as 
opposed to a soft) budget constraint is more 
efficient as it avoids the transaction costs 
incurred in a privatisation policy such as the 
costs of valuation, floatation of shares, risk 
premium, etc. The possible answer to the 
above question is that with an enterprise in 
public hands, the state finds it increasingly 
impossible to resist demands from 
managers and workers in public enterprises 
as well as by consumers for subsidisation 
or transfers from the budget to the public 
enterprise. 

The response of the state is to reduce the 
pressure to subsidise by transferring the 
enterprise to private hands. By privatising 
the enterprises the state is in effect insulating 
itself from the pressure of interest groups 
and in the process not just divesting equity 


buf also divesting itsdf from its respon* 
sibiUty ofgettiiig theseenterprises to perform 
through improved regulation. Privatisation, 
then, does not stem from the superiority of 
private over public ownership in promoting 
efficiency but rather from the motivation of 
the state to gain some autonomy from interest 
group pressures. Again, reducing the scope 
for pressures on economic policy-making in 
an environment of competitive politics is a 
way of constraining incumbent politicians 
from the pitfalls of the distributive politics 
which could result in their collective loss of 
power as a ruling party. In this case, however, 
the delegation of responsibility is handed 
over to the market. The current public policy 
conjuncture is one where agents such as 
technocrats are delegated to protect the 
larger collective interests of incumbent 
politicians in an era of competitive politics. 
The state is still in the process of consolidating 
its new role where it delegates responsibility 
for economic policy-making to technocrats 
and attempts to insulate itself from interest 
group pressure. Budgetary policy and reforms 
are the outcome of this public policy 
conjuncture. 
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Tkr^ets beyond Reach 

J C Sandesara 

This paper questions the feasibility of the targets indicated or implied, of fiscal deficit, and output and employment 
growth commenting generally on the social schemes proposed in the Union Budget, 1995-96, It also draws attention 
to theqfuzzle of falling savings and investment and rising output in recent years. 


I 

Fiscal Deficit 

THE budget estimate of fiscal deficit for 
1995-96 is Rs 57,634 crorc or 5.5 per cent 
of gross domestic product (GDP). Experience 
since 1992-93 shows that the actual deficit 
and the revised estimate of deficit have 
turned out to be higher than the corresponding 
budget estimates. The actual deficit for 
1992-93 was 5.7 per cent against the budget 
estimate of 5 per cent, and for 1993-94 these 
figures were respectively 7.7 per cent and 
4.3 per cent. The actual deficit for 1994-95 
will be known later, but the revised and the 
budget estimates for this year are 6.7 per cent 
and 6 per cent, respectively. 

If 5.5 per cent of 1995-96 is assumed to 
increase proportionately, we get 6.3 percent, 
9.8 per cent and 6.3 per cent respectively 
on the basis of variance of actual deficit/ 
revised estimate Yrom the budget estimates 
noticed in 1992-93, 1993-94 and 1994-95. 
On that basis, the actual deficit for 1995-96 
is likely to exceed the budgeted deficit, and 
may turn out to be between 6 and 7 per cent. 
When related to the estimated GDP of 
Rs 10,47,890 crore, the absolute value of 
fiscal deficit comes within the range of 
Rs 62.873 - Rs 73,852 crore against the 
budget of Rs 57,634 crore. 

II 

Inflation and Output 

What is the target of inflation for 1995-96? 
The figure talked about is of one digit, 8 per 
cent or so. Fiscal deficit and inflation seem 
to be positively associated. In 1990-91, fiscal 
deficit as a percentage of GDP was 8.3 per 
cent and inflation 17 per cent. 1991-92 and 
1992-93 saw declines both in fiscal deficit 
and inflation - the former to 5.9 percent and 
. 5.7 per cent, and the latter to 13.6 per cent 
and 7 per cent, respectively. 1993-94 saw 
an increase in both - fiscal ^fleit to 7.7 per 
cent and inflation to 10.8 per cent. However, 
the 1994-95 statistics do not fit in that pattern, 
as the revised estimate of fiscal deficit of 
6.7 per cent is lower but inflation at 11.5 
per cent higher than in the previous year. 

The single digit inflation target for 
1995-96 is based on the estimate of fiscal 
deficit of 5.5 per cent. If the actual deficit 
turns out lo be higher as suggested above, 
inflation may well run in double digit, say, 
10 or 11 per cent. Other considerations also 


suggest higher inflation in l995-96« The 
Lok Sabha elections are due next year, and 
the government will be compelled to please 
various sections of the society to woo them, 
cxpectingtheir reciprocity of votes in favour 
of the Congress Party. Thus, more 
expenditure for schemes and programmes 
than budgeted for may be incurred during 
the year. 

Second, foreign exchange reserves are 
expected to increa.se from their present level 
of US $ 20 billion, and with this money 
supply may also increase. As against this, 
there may operate counteracting forces 
pushing inflation downwards. In this 
connection it is suggested that the raising 
of the ceiling of exemption of income from 
bank deposits, etc, from Rs 10,000 to 
Rs 13,000 per annum for income-tax would 
encourage savings and therefore would 
reduce consumption. This is, thus, an anti- 
inflationary measure. 

We consider this point in three ways. First, 
at the prevailing income tax rates of 20 per 
cent, 30 per cent and 40 per cent in the three 
tax brackets, savings of tax out of additional 
Rs 3,000 by an individual would be only 
Rs 6(X), Rs 900 and Rs 1,2(X) per annum. 
The amounts affected aieonly small. Second, 
the ceiling of income-tax exemption has 
been raised from Rs 35,000 to Rs 40,000 
per annum, resulting in a tax saving on the 
additional Rs 5000 or Rs 1000. It is just 
possible that this amount may ,be spent as 
it may be saved. Third, the number of income 
tax payers which was already small has now 
become smaller, following the raising of the 
ceiling. This number is too small to exert 
any noteworthy influence on prices. 

The 1995-96 budget has proposed reliefs 
and extensive reductions in excise and 
custom duties. This is expected to lower 
prices of the commodities and services 
directly affected by the related proposals, 
and of the other commodities and services 
indirectly through their linkages. Further 
cost and price reductions are expected 
through improvements in efficiency of local 
industry in the wake of competitive 
pressures generated by these measures, 
particularly by reduction in custom duties. 
The revenue loss to government on account 
of these measures is estimated to be about 
Rs 1,.500 crore. 

We now consider the inflation question 
from the supply side. We begin with the 
GDP growth target of 5.5 per cent for 


1995-96. This target is higher than the 
growth rates achieved in recent years. QW 
growth in 1991-92 was 0.9 per cent, and in 
1992-93 and 1993-94,4.3 per cent each. The 
estimated GDP growth for 1994-95 is 5.3 
per cent. Thus, the 1994-95 growth was on 
lower bases of the past years, but such a 
^statistical advantage* will not be availaUe 
to 1995-96, as the 1994-95 has a higher base 
of 5.3 per cent. 

Second, even when we assume that 
investment in 1995-96 would be higher than 
expected, there will be a lag between 
investment and production. It is only later, 
not in 1995-96, that the output of most of 
these additional investments would 
materialise and be reflected in the production 
data. 

Third, taxation and controls atid 
regulations are positively associated with 
black income. Of late, tax rates have been 
reduced and controls eased or abandoned. 
It is, therefore, possible that a part of what 
was earlier black income and therefore not 
reported, is now being reported and, 
therefore, recorded in official statistics. To 
the extent this is happening, the 'real* GDP 
growth will be less than suggested by offictal 
statistics. 

Fourth, of late savings and investment 
relative to GDP show a decline - savings 
being 23.1 per cent in 1991-92,20 per cent 
in 1992-93 and 20.2 per cent in 1993-94, 
and investment being 23.6 per cent, 22 per 
cent and 20.4 per cent in these years 
respectively. It is not clear whether this 
decline is real, or there is something amiss 
in the methodology of estimation. This point 
is examined in detail in Section V. But if 
this decline is real and savings and investment 
continue to be low, they would surely 
constrain output growth in future. 

The bearing of the above points is that the 
influence of higher output from the supply 
side would be less than suggested by 
GDP growth estimate of 5.5 per cent for 
1995-96 which may as well turn out to be 
5percent. It would ^us seem that the supply 
side influence of output growth may turn out 
to be weaker and that of the demand side 
influence stronger than estimated in the 
budget proposals, so that the inflation in 
1995-96 may exceed the target of less than 

10 per cent and may settle at around 10 or 

11 per cent, and GDP growth may fall short 
of the target of 5.5 per cent and may settle 
at around 5 per cent. 
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Employment 

The rinance minister is evidently very 
happy at the performance of the Indian 
economy on the criterion of job creation. In 
his 1995-96 budget speech, it is stated; 'in 

1991- 92, total employment grew by only 
about three million. In each of the two years 
thereafter, employment increased twice as 
fast, with about six million jobs added each 
year. The increase is expected to be even 
higher in 1994-95. The drawing room 
Cassandras, who predicted massive unem¬ 
ployment as a consequence of reforms have 
been conclusively proved wrong*’ (Para 3>. 

These additions may be juxtaposed with 
ODP growth. As noted in Section 11, GDP 
growth in 1991-92 was 0.9 per cent, and in 

1992- 93 and 1993-94,4.3 per cent each. We 
may ignore 1991 -92 as it was a year of very 
low growth. The juxtaposition for the next 
two years of 4.3 per cent GDP growth and 
six million additional jobs in each, shows 
that I per cent GDP growth has created 1.40 
million additional jobs. 

The budget speech does not specify the 
number of additional jobs created or 
estimated in 1994-95. It also docs not give 
the number of Jobs expected to be created 
tn 1995-96. We may, however, apply the 
above correlation, 1 per cent GDP growth - 
1.40 million additional jobs, to 5.3 per cent 
GDP growth estimated in 1994-95, and 


to 5.S per cent GDP growth expected in 

1995- 96. This application gives theestimate 
of 7.4 million additional jobs created in 
1994-95. it also implies an estimate of 7.7 
million additional jobs for 1995-96. How 
realistic is the 1995-96 figure? 

First, as noted above, the job estimates are 
based on the GDP growth estimates of the 
previous three years. If, as suggested above, 
GDP growth in 1995-96 turns out to be 5 
per cent, the additional jobs created would 
be only seven million. Second, if that growth 
is less labour-intensive than in the past, then 
also, the number will be less. 

Third, consider this question in the 
perspective of the Eighth Five-Year Plan. 
This plan expected an employment growth 
of about 40-45 million for five years- 
1992-93 to 1996-97. The first two years of the 
plan, 1992-93 and 1993-94, as noted above, 
have created 12 million additional jobs. 
Even if we assume optimistically that the 
number of additional jobs in the remaining 
three years - 1994-95. 1995-96 and 

1996- 97 - will be about 23 million, i e, 7.4, 
7.7 and eight million respectively, the 
achievement of 35 million will be 
considerably short of the target of 40-45 
million of the Eighth Plan. 

Fourth, of late employment growth in the 
organised sector has been poor. Thus, for 
example, the total number of persons 
employed in the organised sectors - public 
and pnvate - increased from 26.35 million 


in 1990 to 26.73 miliiofi in 1991 to 27.06 
million in 1992 and to 27.22 million in 
1993 additions of 38 lakh, 33 lakh and 16 
lakh in these years. Thus, almost all of the 
additions to jobs in recent years have been 
in the unorganised sector. This trend is 
expected to continue in the near future. This 
is indeed a big challenge for the unorganised 
sector. Side by side, it should be noted here 
that the jobs in the unorganised sector are 
mostly low paying and arduous relative to 
the jobs in the organised sector. 

IV 

Social Schemes 

There is a massive thrust to social schemes 
which run into over a dozen. The major 
proposals include, in brief, (1) setting up of 
a new rural infrastructural fund (Rs 2,(X)0 
crore). (2) exclusive line of credit for credit 
needs of scheduled tribes (Rs 400 crore), (3) 
financing farm and non-farm activities of 
schedules ca.^tes and tribes (Rs 100 crore) 
(these three schemes will be operated by 
co-operatives, regional rural banks, 
commercial hanks, etc, and they will be 
refinanced by NABARD), (4) financing of 
khadi and village industry units through the 
Khadi and Village Industries Commission/ 
Doaids (Rs 1000 crore), (5) establishment 
of a technological development and 
modernisation fund in the SIDBI for 
financing the related needs of small industries 
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(Rs XO cro^), (6) etimsioti of the Natibfial 
Equity Fund Scheme of SIDBl to all except 
metropolitan areas, (7) establishment of a 
now bank called North Eastern Development 
Bank (NEDB) to finance industrial and 
infrastructure projects in that region 
(authorised capital, Rs 500 crore), 
(8) provision for building 10 lakh dwelling 
units for the rural poor, (9) provision of a 
national minimum old age pension of Rs 75 
per month to people over 65 years of age 
who are below the poverty line, (10) lump 
sum survivor benefit to poor households on 
the death of the primary bread winner of Rs 
5,000, (11) provision of assistance for pre¬ 
natal and post-natal maternity care to women 
belonging to poor households for the first 
two births, (12) a new Group Life Insurance 
Scheme of the LIC with a life cover of 
Rs 5000 for a premium of Rs 70 for poor 
households, (13) participation by central 
government in expansion of mid-day meals 
for school children. 

To quote from the budget speech: ‘Taken 
as a whole, these new initiatives for funding 
agricultural intrasiruciurc, promoting 
handiooms and khadi and village industries, 
expanding rural housing and introducing 
social insurance will greatly strengthen the 
anti-poverty component of our strategy” 
(para 24). 

Four types ot d^mments are called for on 
these schemes. First, under economic reforms 
so far, growth as an objective has come first. 
As per the budget speech; “Experience in 
our own country, as also from all over the 
world, shows that the surest anli-dote to 
poverty is rapid and bioad-bascd growth” 
(Para 10). Has the growth since 1991 when 
accelerated reforms were initiated, been that 
rapid or that broad-ba.scd to permit a ma.ssi vc 
thrust to social schemes as proposed in the 
budget? Surely, GDP growth rates 0.9,4.3, 
4.3 and 5.3 pci cent of 1991-92, 1992-93, 
1993-94 and 1994-9.5 cannot be said to be 
that rapid ot sustained lo j^ermit a big direct 
thrust of social schemes. The budget speech 
is frank in conceding “that the fruits of 
growth will take time to reach some of the 
poorest and the weakest sections of our 
society” (p 10). And later “To ensure that 
they loo derive benefit in the short run, we 
have given the highest pnoniy... to social 
sector programme.s” (para 10). It is thus 
fairly clear that these programmes do not 
have the .sanction of the sequence of economic 
reforms. They may be inspired by genuinely 
human considerations. In addition it should 
also be noted that the budget presentation 
was sandwiched between the recently 
concluded assembly elections in which the 
Congress Party has lost power in a number 
of states. At such a time, the government 
has found it difficult to resist the temptation 
to expand and strengthen the social schemes 
to woo the voter. 

Third, for implementing these schemes, 
in some cases new funds and new institutions 


have to be set up (for I and 7) and in most 
others old funds, old schemes and old 
institutions have to be strengthened. 
Governments and institutions have to recruit 
people and train them, frame rules and build 
conventions for implementation, spot out 
the viable projects, locate those who really 
need assistance, and .so on. All this takes 
time. It is, therefore, quite possible that the 
funds that will be actually spent on these 
schemes and the number of projects and 
people who benefit from assistance would 
turn out to be small relative to what is 
stipulated in the budget. 

Fourth, or is it that the government is well 
aware, on the basis of the experience of the 
operation of such schemes, that in any case 
it will not l>e able to .spend in 1995-96 all 
that is provided foi in the budget? So, why 
not keep a large budget for such generally 
appealing schemes? 


Savings-Investment Puzzle 

A more disturbing feature of the more 
recent period, referred to in passing in 
Section II, relates to a decline in savings and 
investment. To recapitulate the statistics, 
gross domestic savings as a percentage of 
GDP (at current market prices) declined 
from 23.1 per cent in 1991 -92, to 20 per cent 
in 1992-93, but increased marginally to 20,2 
per cent in 1993-94. Gross domestic 
investment as a percentage of GDP (at current 
market prices) declined continuously in these 
years - from 23 6 per cent to 22 per cent 
to 20.4 per cent. As against this. GDP grew 
at 0.9 per cent in 1991 -92 and at 4.3 per cent 
each in 1992-93 and 1993-94. 

For a poor country like India, this is a 
puz/.ling phenomenon: High .savings and 
high investment of 1991-92 gave low GDP 
growth in that year and low savings and low 
investment in 1992-93 and 1993-94 gave 
high GDP growth m these years. 

On this. Economic Survey, 1994-95 
suggests the need for a review of the 
methodology for estimating savings and 
investment. As it puts it, “Since this decline 
is observed for a year in which GDP growth 
rale rises from 0.9 per cent to 4.3 per cent 
and GDP growth from agriculture shows a 
sharp turnaround from minus 2.5 per cent 
to plus 5.3 per cent, there appear lo be 
grounds for reviewing the methcxlology for 
estimating saving and capital formation in 
the economy” (page 3, para 6). 

This review should not be that limited. As 
suggested in Section II, moreofblack income 
may now be reported than before, so that 
the absolute of value of GDP related to 
savings is higher than before, reducing the 
percentage of given or slow-increasing 
saving to GDP. Second, competitive 
pressures generated by tax reductions and 
easing or abandoning of conttols may have 
increased efficiency of Indian industry. 


malciiig it poOs-sibk to gd niore output than 
before from given investmenu. A third 
possibility is that really a smaller proportion 
of income is actually saved than beftHt, 
especially by those who have benefited from 
recent policies. There could also be other 
factors at work. 

Be that as it may, even if savings and 
investment have not really declined, but 
have remained within the region of 23-24 
per cent, they are low and should be a mattfef 
of serious concern. A number of countries 
which have experienced high rates of growth 
of 8> 10 per cent in a sustained manner over 
medium and long runs have had their savings 
and investment between 30-40 per cent. 
However, there is precious little in the 1995- 
96 budget to promote saving. 

VI 

Concluding Remarks 

It is suggested here that the fiscal deficit 
of 5.5 per cent of GDP and inflation of 8 
per cent expected in the 1995-96 budget are 
likely to be exceeded, and that 5.5 per cent 
GDP growth is likely to fall short in reality. 
It is difficult to e.stimate at this stage the 
variations thereon, but our guesses on the 
likely outcomes arc: fiscal deficit 6-7 per 
cent, inflation 10-11 percent and GDPgrowth 
5 per cent. 

The budget does not specify the number 
of additional jobs to be created in 1995-%. 
For 1992-93 and 1993-94 the first two years 
of the Eighth Five Year Plan, it gives the 
number of six million each. For 1994-9$, 
all it says is that the number is more thin 
SIX million Even if during the last three 
years of the Eighth Plan 1994-95, 1995-% 
and 1996-97,23 million additional jobs are 
created, the total for the plan will be 35 
million - considerably short of the 
expectation of 40-45 million of the plan. 

As regards social schemes, the likely 
achievements in 1995-% in terms of the 
funds spent and the number of beneficiaries 
will be less than proposed in the budget. 

Finally, a general comment. The budget 
must be seen in the context of past policies 
and the future policy-intents of the 
government. The past policies are subsumed 
under the label of economic reforms in favour 
of liberalisation, and the governments intent 
is to pursue these policies in future. In that 
context, the question is: Is the budget on that 
track, and if so, what is its speed thereon? 
Reliefs and extensive reductions in excise 
and custom duties point to the budget moving 
forward on the track. On the other hand, high 
fiscal deficit, substantial thrust of social 
schemes, silence on reforms in the industrial 
relations policy and the absence of significant 
incentives for savings in the budget suggest 
that the forward movement is coupled with 
a lot of fatigue. Thus, while the budget is 
on track, it also marks the slow-down of 
reforms. 
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What Do the Reformers Have for Agriculture? 

Ashok Gulati 
Shashanka Bhide 

The Central Budget for J995-96 has little to cheer those who seek to bring about major changes either in the marketing 
arrangements or institutional structures for pricing and distribution in Indian agriculture. The measures to establish 
a *Rural Infrastruaural Development Fund* to quicken the pace of completion of infrastructure projects in rural sector 
are important steps as are the measures to increase the coverage under * Indira Awas YoJana\ However, as in the 
case of many of the well intentioned schemes, lack of appropriate complementary institutional mechanisms to operate 
such schemes may prove to be the pitfall of these new schemes also. Failure to address the reforms needed in agriculture 
may indeed become the drag on the overall reform process. 


CHIN A ushered in reforms first m agriculture 
and then carried it through industry and 
trade. It created mass support as well as a 
wide base for the demand of industrial 
products, thereby making the growth process 
sustainable. India is following exactly an 
opposite strategy. Four years of reforms arc 
nearing completion, and yet the reformers 
have not announced any agenda for reforms 
in the agricultural and rural sector, which 
cmployscounlry’s two-thirds of labour force 
and supports three-fourths of population. 
The key reformers shy away from this sector 
simply by saying that it is a state subject. 
No wonder, therefore, the reforms in India 
so lar have been termed as pro-rich, pro- 
middle class and pro-urban elites. The jolts 
that state assembly elections gave to Congress 
Party created an atmosphere whereby 
everyone expected that the budget of 
1995-96 would be a populist budget, a pro- 
|x>or, or pro-rural and pro-agriculture. But 
IS it so? The present paper makes a modest 
attempt to examine the likely implications 
of the central budget of 1995-96 on rural 
economy in general and agriculture in 
particular. The approach adopted is in terms 
of looking at how the vanous provisions in 
theViudget would affect the agricultural sector 
in terms of its key concemsioday. Ilie key 
issues that wc have short-listed for discussion 
in this paper arc: (1) the issue of declining/ 
stagnating investments on the farm; (2) rising 
bill of subsidies; (3) providing a protective 
cover to rural poor through off-farm 
employment and other schemes; (4) how far 
agricultural price policy is fuelling inflation. 
The Central Budget of 1995-96 is examined 
in the light of these issues, which form the 
subject matter of Sections I to IV, followed 
by section V which contains the concluding 
remarks. 

I 

Declining/Stagnating 
Farm Investynents 

By now, several researchers have expres¬ 
sed serious concern regarding declining 
public sector investments in agriculture 
during the 1980s [Rath 1989; Gulati and 


Bhide 1993; Rao 1994; Rao and Gulati 
1994].‘ The latter half of the 1980s expe¬ 
rienced lower average fixed capital forma¬ 
tion in constant prices than the first half of 
the 1980s. The decline in the level of in- 
vestiAent began in 1983-84 and continued 
at low levels up to 1986-87. In 1987-88, this 
level of investment rose close to the level 
of 1980-81 (Tabic 1). 

The Finance Minister also pointed out in 
his budget speech that '"inadequacy of public 
investment in agnculture is today a matter 
of general concern. This is an area which 
is the responsibility of the slates, but many 
stales have neglected investment in 
infrastructure for agriculture. There are 
many rural infrastructure projects, which 
have been started but are lying incomplete 
for want of resources'* [Government of 
India 199.V7]. 

What does the budget contain in this 
regard?The budget raises the allocation for 
irrigation and flood control from Rs 233 
crore in 1994-95 (revised estimate) to 
Rs 288 crore in 1995-96, i e, by about 23.6 
per cent. This is much higher a rale than 
the fate of increase in the allocation for 
agriculture as such which has gone up only 
by 5.9 per cent in nominal terms, i e. from 
Rs 2,853 crore in 1994-95 (revised esti¬ 
mate) to Rs 3,022 crore in 1995-963 In real 
terms it in fact implies a fall in the allo¬ 
cation for agriculture. But still these allo¬ 
cations are much short of what this sector 
really needs. For example, in irrigation 
alone there arc estimates that the projects 
which have been taken up by the govern¬ 
ment would take 28 years for completion 
if the allocations for this sector remain at 
the present levels. Obviously, this calls for 
a more fundamental change in strategy to 
raise resources and accelerate the pace of 
capital formation in this sector. Two pos¬ 
sible options worth mentioning in this 
respect are: (a) target and downsize the 
subsidies on agricultural inputs and food, 
and plough back the resources so generated 
to agricultural sector as invesimenis in 
irrigation and other infrastructural activ¬ 
ities; (b) sell off the public sector enter¬ 
prises (owned by the states and the centre) 


to partially finance the resources for ag¬ 
ricultural investments The present budget 
has not been bold enough to use any of 
these options. However, the budget does 
tinker marginally on this issue of agricul¬ 
tural investment by providing for channel¬ 
ling bank funds to complete the medium 
and minor irrigation projects through 
NABARD. The finance minister has staled 
in the budget that the fund called, "Rural 
Infrastructural Development Fund”, is be¬ 
ing set up to encourage quicker completion 
of projects in rural infrastructure and it will 
provide loans to state governments and state- 
owned corporations for completing ongoing 
piojccts relating to medium and minor ir¬ 
rigation. soil conservation, watershed man¬ 
agement and other lorms of rural infrastruc¬ 
ture. ‘The loans will be on a project-.specific 
basis with repayment and interest guaran¬ 
teed by the concerned state government”. 
Resources for the fund are to come from 
commercial banks. It is cxfiected to create 
a corpus of about Rs 2,000 crorc for the 
fund- It is not clear how much additional 
irngation potential would be realised with 
this credit To the extent the new fund will 
quicken the pace of new investment 
programmes in the public sector, it is a 
positive development for agriculture. But 
the major issue is how the repayment to 
banks would be made. When most of the 
states are charging pitiably low water rates 
from surface irrigation works, which today 
docs not cover even their operation and 
maintenance costs, the revenue receipts from 
such projects are likely to be far short of 
interest and principal repayments that the 
present scheme envisages. There is a strong 
possibility that this scheme, like the Smalt 
Farmers’ Agri-Business Consortium an¬ 
nounced earlier by the FM, may not take¬ 
off at all. While the conditions attached to 
the loans may make the banks' position 
fairly safe, for the states to take such loans 
would require careful thought. In order to 
make such schemes successful, it is essential 
to realise that the water sector in India is 
crying lor fundamental reforms in the insti- ^ 
tutional set up, where the irrigation manage¬ 
ment is turned from tops down structures to 
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bottoms up. In otter words, involvement of 
the user,groups in operation and mainte¬ 
nance of these irrigation schemes as well as 
becoming co-owners are two essential steps 
in this direction. These reforms have already 
been.suggested by an expert committee of 
the government of India [Government of 
India 1992] headed by Vaidyanathan. and 
by several other researchers to see that these 
irrigation works change their character from 
being merely engineering structures to more 
of socio-economic projects where the user 
groups have much more say in decision¬ 
making than what they have today [Maloney 
and Riyu 1994; Gulati. Svendsen and 
Roychaudhury 1994]. It is our opinion that 
unless such bold steps are taken, piecemeal 
efforts will not be of much use to Indian 
agriculture. 

The 1995-96 Budget also proposes to stress 
diversification of agriculture particularly into 
horticultural products. Resides noting the 
importance of co-operati vccrcdii, extension 
support, marketing and processing, the 
budget specifies that over 38,0(X) hectares 
of^Top area would be brought under drip 
irrigation. 40,000 hectares are expected to 
be covered under intensive fLsh farming. 
These are good beginnings but cannot be 
expected to provide any major thrust to 
Indian agriculture at this stage. 

As the prospects for significant increases 
in public investment in agriculture appear 
less certain, it is the other factors which we 
must focus on. In fact the trends in gross 
capital formation show that private GCF 
increased faster than public sector GCF in 
the second half of the 1980s. In any case, 
the importance of raising capital formation 
in agriculture and that too in the private 
sector cannot be underrated. The changes in 
economic policies which have occurred in 
the last four years, affecting the various 
segments of the economy have implications 
to private investment in agnculturc. The' 
terms of trade is one such factor which 
derives its importance from any theory of 
investment. The terms of trgde which signi fies 
either a change in profitability within the 
sector or a change in profitability of one 
sector relative to the others is sensitive to 
changes in relative price of agriculture. A 
shift in favour of agriculture would imply 
that farmers would begin to increase the 
level of investment in machinery and land 
in^provement. There may also be an improve¬ 
ment in returns to agriculture becau,sc of 
changes in technology for production and 
processing, changes in output mix and re¬ 
duction in market uncertainties. Under a 
scenario of technological change, even 
declining baiter terms of trade for agriculture 
can lead to increases in profitability due to 
augmentation in yields, which compensates 
more than the fall in terms of tradb. Tbe terms 
of trade, cterefore, captures only one aspect 
of changes in profitability of agriculture. 


What has the central budget dbne this 
year to influence the various factors 
affecting private investment in agriculture? 
There have been reductions in tariff and 
cxci.se rates for manufactured goods, which 
in fact are the hallmarks of the present 
budget. The peak tariff rate has decreased 
from *65 per cent to 50 per cent. On the 
average, import tariff rates have decreased 
by 4.5 per cent. This implies that the level 
of protection available to industry has 
decreased and there is greater competition 
now to domestic producers from the 
international suppliers. There is also a 
reduction in excise rateson the manufactured 
products-to partly offset the loss of 
protection due to tariff rate reduction and 
partly to stimulate demand. In view of the 
various changes introduced in the last four 
years, it is expected that competition among 
domestic producers would lead to gains in 
productivity and competition from^abroad 
would hold the price line. The excise cuts 
and tanff rate reductions indicate lowerprices 
for manufactured products as compared to 
the case of no such cuts. For agriculture, this 
may imply an improvement in terms of trade 
as pressures on manufactured prices would 
be towards moderation. In an earlier study 
by the authors [Gulati and Bhide 1993], it 
is estimated that a 10 percent improvement 
111 terms of trade in favour of agriculture 
would raise the share of agriculturein private 
investment (GFCF) by 9.6 per cent.’ 
Therefore, the impact of the budget measures 
IS likely to be to turn the barter terms of trade 
in favour of agriculture with a positive impact 
on private investment in agriculture. 

This should be true for agriculture as a 
whole. But there are several such measures 
relating to custom and excise duty 
concessions which may have direct impact 
on certain allied sectors of agriculture. For 
example, reduction in the import duty on 
grand poultry .stock from 30 to 25 per cent, 
and on drugs used in feed-mix for poultry 
from 65 to 15 per cent can provide a fillip 
to poultry sector. Similarly, reduction in 
import duty on vaccines, flavour feed mix 
and preparations for prawn processing from 
65 to 15 per cent would help boost the 
fishery sector. Reduction in excise duty on 
plastics from 30 to 25 per cent may help the 
floriculture .sector. 

All these points enunciated above may 
help the agricultural sector directly or 
indirectly, but not very substantially. These 
measures only point that the steps are in the 
right direction, but they are too little steps 
and cannot take the agricultural sector too 
far. If India want.s to have stay 4 per cent 
rate of growth in agricultuie, and address 
the problems of poverty and unemploymeiit, 
a much bolder .strategy is required for raising 
the rates of capital formation in agriculture 
than , what is contained in the Budget of 
1995-96. 


n 

PcMid and Fertiiiaer Sttte^ 

While the Issue of subsidies in agriculture 
is a much wider one, and is attemptckl 
elsewhere by Gulati and Sharma (1995), this 
paper concentrates on two subsidies that 
appear in the central budget and are related 
to agriculture directly or Indirectly. Over the 
last five years, these tw6 subsidies have been 
more,.or less contained as percenuge of 
GDP. In fact there has been a marginally 
declining trend in the food and fertiliser 
subsidies combined as a percenuge to GDP. 
Although food subsidy has increased as a 
percentage to GDP over the last five years, 
fertiliser subsidy has demonstrated a 
noticeable decline. But in absolute terms 
both have gone up (Table 2). The 
disappointing aspect, however, is that the 
reforms have fallen much short of 
expectations that were aroused in the initial 
years for restructuring all subsidies. May be 
these being ''politically sensitive" items, the 
key reformers have shied away from taking 
any bold decisions. 


Table I: Gross Fixed Capital Formation 
IN Agriculture 

(Rs crore in I980-HI prices) 


Year 

Public 

Private 

Total 

1961 

559.7 

1025.3 

1585 

1962 

598.2 

1066.8 

1665 

1963 

677.5 

1126,5 

1804 

1964 

702.9 

1236 1 

1939 

1965 

756.0 

1347.0 

2103 

1966 

780.7 

1477.3 

2258 

1967 

686.2 

1626.8 

2313 

1968 

685.6 

1894.4 

2580 

1969 

735.9 

1822 1 

- 2558 

1970 

743.4 

2010.6 

2754 

1971 

751.0 

1874.0 

2625 

1972 

805.3 

1961.7 

2767 

1973 

969.2 

1968 8 

2938 

1974 

898.3 

2003.7 

2902 

1975 

836.8 

1872.2 

2709 

1976 

901.8 

2033.2 

2935 

1977 

1179,9 

2466.1 

3646 

1978 

1410.1 

2333.9 

3744 

1979 

1373.5 

2872.5 

4246 

1980 

1508.7 

2931.3 

4440 

1981 

1758.6 

2778 4 

4537 

1982 

1671.4 

2674.6 

4346 

1983 

1625,1 

2783.9 

4409 

1984 

1811.8 

2782.2 

4594 

1985 

1577.8 

2709.2 

4287 

1986 

1428.8 

2639.2 

4068 

1987 

1354.9 

2443.1 

3798 

1988 

1397.1 

2821.9 

4219 

1989 

1337.0 

2920.0 

4257 

1990 

1149.5 

3108.5 

4258 


Notes: (A) Derivation is as fdlows: (1) OFCFin 
Agriculture is given in NaUtmal Accounts 
Sicuisfics, variotts issues, (2) OFCF Public 
Sectors (OKn^AgricultUie^OmtC^ 
Formacion in Agriculture), OCF in 
Agriculture by Public Sector (3) GFCF 
Private » GFCF Total - GFCF Public 
(B) Year 1961 lufers to 1960^1, etc. 
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The food subsidies include subsidies on 
government operations in foodgrains and on 
PDS operations in sugar. The rcvi.scd 
estimates for l994-95^increascdby Rs MOO 
crone over the budget estimate of Rs 4,000 
crore. The increase is said to be on account 
of the rime lag in the revision of issue prices 
of foodgrains, clearance of arrears of earlier 
years and subsidy in respect of imponed 
sugar released through PDS. For (995-96, 
the budget provides forRs 5,250 crore, only 
Rs 150 crore higher than the RE for 1994- 
95. This implies that cither there will be no 
major increase in procurement price of 
foodgrains, or issue prices would he raised 
to match the increase in procurement price. 
The subsidy estimate has been made 
assuming a subsidy rale of Rs 171.20 per 
quintal for wheat and Rs 137.90 per quintal 
of rice. The subsidy works out to 30 per cent 
of economic cost of operations of FCI for 
wheat and 19 per cent for rice. The 
calculations also assume a procurement of 
24 million tonnes of rice and wheal, and an 
offtake of 20 million tonnes. The offtake 
consists of issues through (a) PDS. 
(b) revamped PDS/Integrated Tribal 
Development Projects and (c) for rural 
employment programme and other relief 
schemes. The budget envisages coverage 
of 2,443 blocks under RPDS during the 
year, or an addition of 665 block.s to the 
number of 1,778 covered last year. In the 
RPDS blocks, issue prices have remained 
Rs 50 per quintal lowei than in other PDS 
areas. 

The budget does not say explicitly whether 
the PDS coverage in areas other than the 
backward blacks covered under RPDS would 
decline. The budget does talk ahoufschemes 
to u.se the burgeoning foodgrain stocks with 
the government: mid-day mcal.s to school 
children. The restructuring of PDS. thus, 
does not seem to be on the open agenda this 
year. We should, however, lake notice of an 
important trend in the PDS otftakc Since 
1991, the offtake including quantities 
released under Food for Work Programme, 
has declined .steadily up to 1994. Hie steep 
increase in the issue prices dunng 1994 
brought the central issue prices of wheat and 
rice closer to their market levels'* leading to 
an unusual decline in the ofRake to 14 million 
tonnes in 1994 compared to 20.K million 
tonnes in 1991. Simultaneously, Food 
Corporation of India is saddled with stocks 
of more than 30 million tonnes as in April 
1995 against a desirable stock level of 14.5 
million tonnes (Table 3). This perhaps speaks 
of two things: one, if one can read between 
the lines, raising CIP to keep the food subsidy 
bill within reasonable limits makes the 
general PDS (not RPDS) almost defunct, 
whichcan be used as an argument to withdraw 
it at a later stage. If this is being done as 
a calculated move, perhaps one can term it 
as an attempt towards targeting on area basts 


as the onfy functioning tompotiept would 
be RPDSt which caters to backward and 
poor blocks and where the issue price is 
lower than in the non-RPDS blocks. If this 
is so. it is better for the government to come 
out openly with its policy and have the 
courage to announce the withdrawal of the 
untargeted PDS, which is rampant with 
leakages as high as one-third of the allocations 
lAhluwalia 1990], and fails to serve the poor 
to an extent that is desirable [Howes and Jha 
19921. Secondly, it also speaks of the huge 
economic inefficiency in PCI’s operations 
that can keep stocks much in excess of (he 
norms suggested by the Expert Com mi Itecs 
on Buffer Stocks, entailing high costs on the 
nation. This al.so indicates the need lor 
granting greater autonomy to FCI than has 
been the ca.se so far, if it is lo run its a 
commercial organisation. 

In any ca.se, it would be importani lo 
assess the Iuik Honing of RPDS so that the 
targeting IS appropnate, andihcclleciivcncss 
of food subsidy can be raised. Thetc is no 
such thing in the present budgci. It may be 
worth mentioning here that one oft he possible 
ways to increase the transparency in the 
sy.stcm and make it more effective is to 
involve the user groups. The people for 
whom this RPDS is designed should have 
ihcir due repiescnialion in the monitorfiig 
bodies at the block levels. This can be 
achi e ved by co- inanagi ng t he di st r i but i on o 1 
grains through block level Panchayali Kaj 
institutions Unless this type of an 
instiiuiioiial rclonn accompanies the changes 
in allocation, the cflectivcness of lesouices 
distributed will remain much below ihc 
desirable levels. 

Fertiliser subsidies in 1994-9.S' revised 
estimates turned out to be Rs 5,166 crorc. 
exceeding the budgeted eslimatc of Rs 4,rKK) 
cron by 29 percent. In 1995-96, the subsidies 
on ferlili.sers are budgeted at Rs 5,400 crore 
with the increase coming lor imporicd 
tcrlili.scrs. 

The subsidy provisions suggest dial no 
further changes in urea prices or in the 
ad hoc per lonne subsidy of Rs lor 
DAP and MOP are envisaged This is a half¬ 
way travel on reforms in this sector It is well 
known that the widened gap in the prices 
of nitrogenous and other fertilisers during 
the la.sl two years has led to greaterjiphalances 
in nutrient usage (Table 4). 

The year 1994-95 saw increase Jii fertiliser 
consumption aflcra gap of three yeans during 
which penoc the consumption stagnated ai 
about 12 5 million tonnes of nutrients. The 
consumption of phosphate (P< and Potash 
IK) IS, how'cver. lower than the levels 
achieved in 1991-92. Only in the case of 
nitrogen (N), consiumption .n 1994-95 is 
e.stimaied to be 9.9 million tonnes as 
compared to 8 million tonnes in 1991-92. 
The ratio of N * P: K which was lO.H; 1,3; I 
in 1955-56 and 5.9:2.4:1 in 1991-92 has 


gone back to 9.3:3.();1 rn 1993-94 and ttUed 
further in favour of nitrogen in 1994-95, The 
ideal average mi> for the country is said to 
be 4:2:1. This emerging imbalance has a 
slow but sure impact on the productivity of 
crops, which the nation can ill afford, There 
IS an urgciii need lo transmit correct pricing 
.signals lo this .sector A complete silence 
on ihis subject in ihc budget of 1995-96 
Is :ho single most glaring failure of the 
budu’ci V/nil I cspeci to reforms m this critical. 

SCs. 


Tah< I 2 vM) Fi RTiListR Subsidies in 
Tim KAJ BuiXJin 

(Rs crore) 


Yeai 

Fcrtvl 
Subs id V 

Fertiliser 

Subsidy 

Total 

p>90-91 

2450 

4389 

6839 

1991-92 

2850 

4800 

7650 


28(X) 

57% 

85% 

i‘^93-^4 

S2(X) 

44(X) 

9600 

1994 95RF 


5697 

10797 

vm.96m 

5251} 

591X) 

11050 

As fxrrirefKagc 

^>1 Gf>P ar market pnees 


1990 91 

fi 46 

0.82 

1 28 

1991 

0 45 

0 78 

J 24 

i99: 

0 40 

0X2 

1.22 

1993 9’ 

66 

0 56 

1 22 

1994 

0 so 

0 62 

1 19 

j‘>gs gr, 

) so 

0 57 

1 07 


S(»un r: liiurutnin Sur\i’'\, 1994 - 95 . Government 
o) Imliii Ihc GDP ai uurkci pnwe is 
ulaled for P>95-% using j growth of 
I ^ [Kt ien\ over the previous year, 

1 Mji f ^ Pi >S 0«•l'r^K^• or Wmeai and Ricfc 
^NI) TflJ IK .SllVK.S Vk'im CrNTKAL CovtRNMCNl 

{Mn tonnes) 

\\ Ji PDS O! I lake FoodgrainStocks 

(January 1) 


! 99' 

20 8 

179 

{99/ J’j 

18 8 

139 


16 4 

11.8 

1994 /P* 

14 1 

22 0 

199S'P^ 

- 

30.3 


Source' Lioiit>mu Survey, J994-Q5. Government 
of India. fP - Provisional] 


Tabi.l 4 Km‘xgin(; Nihricnt Imbalancess 
(RalU'S of N, P ami K in consumption) 



N 

P 

K 

Oesnahle Ratio < * D 

4.0 

2.0 

1 0 

Actual RaiiON for 
(1) Pre Reform Period 

! 990.91 

6.0 

2.4 

1 0 

(2) Refonn PciuxI 

1991 92 

5 9 

2.4 

1.0 

1992-93 

9 5 

3.2 

l.O 

1993 94 

9.6 

29 

l.O 

1994-95 (♦ 2) 

90 

2.8 

l.O 


.Vd/<'v From luonooxn Survey, 1994-95^ 
Government of India 
Based on estimated consumption^ 
given in blamomii Survey. 19^-95, 
Govemment of India. 
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One may ask at this stage: who benefits 
from these fertiliser subsidies, particularly 
on urea and why the reformers have shied 
away from taking the bull by the horn? 
What are the possible ways to dismantle 
controls and Retention Price Scheme in the 
urea segment of fertilisers such that greater 
transparency in the cost of production can 
be brought about. Our analysis in this 
, field reveals that at present both the 
farmers and the fertiliser industry are 
gaining from this RPS and controlled 
farm gate prices. Farmers are paying less 
than what they would have to pay under 
a free trade scenario, and that quite a 
substantial part of urea industry has its 
retention prices much above the free trade 
prices. Although the international markets 
of urea are quite sensitive to the bulk 
demand from China and therefore show 
wide fluctuations, yet the long-term 
forecasts by the international agencie.s is 
that the urea price will cost about US $ 150/ 
tonne at 1990 constant dollars. If one adds 
to this the internal transport costs, etc, it 
would not be very much out of line to 
assume that the free trade decontrolled 
farmgatc price may settle somewhere at Rs 
5,500 per tonne. If this is done in one go, 
the supply curve of urea industry reveals 
that about half of the existing urea 
production is likely to become econo¬ 
mically unviable.^About two-thirds of the 
32-odd urea plants in the country will 
have tough time as their existing retention 
prices are above thi.s cut-off price. This 
clearly indicates that the existing system 
of RPS heavily protects the domestic 
industry from foreign competition, and 
alk>ws higher costs. On the other hand, the 
farmer also is paying at present much 
lo^cr price (Rs 3,320/tonne) compared to 
what he would be paying (say Rs 5,500/ 
tonne) under free trade scenario. Thus, he 
too is being subsidised in this sense. One 
shot adjustment in this sector, without 
providing any reasonable protective cover 
to fanners and urea industry, therefore, 
can be too strong a blow for any political 
party to remain in power. Thus, one must , 
think of an operational strategy that 
could enable the transition somewhat 
less painful. The budget maintains 
silence in this regard. One could think of 
a flat rate subsidy to farmers of say 
Rs 1,500/tonnc of urea while providing 
a one time capital subsidy to plants on 
the higher part of the cost curve. This 
can help the nation to move from a 
controlled and non-transparent system 
of fertiliser pricing to market based 
and more transparent system. This 
would induce the urea producers to 
think of ways and means to minimise 
their costs through innovative ideas 
and better utilisation of the existing 
infrastructure. 


Ill 

Rural Development 
and Welfare Schemes 

The 1995-96 Budget had been termed 
‘populi.st* even before it was unveiled. Any 
assistance for rural areas, whether for 
developmental activities or to extend a 
safety net through welfare schemes, is 
generally considered as “populist” by the 
urban intelligentsia. The finance minister in 
his budget speech stressed the need to take 
care of the weaker sections. He said, “to 
ensure that they too derive benefits in the 
short run, wc have given the highest priority 
to strengthening programmes of rural 
development, employment generation, 
primary education, primary health and other 
key social .sector programmes.” The budget 
provides Rs 6,540 crore for Rural 
Development as against the revised estimate 
of Rs 5,637 crorc in 1994-95, marking an 
increase of about 14.4 per cent. However, 
it is worth noting that in 1994-95 the revised 
estimate under this head was lower than the 
budget estimate of Rs 6,036 crore for the 
same year. Of the several programmes in this 
category we draw attention to at least two. 
which we feel arc very positive steps to 
better the living conditions in the rural areas. 
One scheme relates to rural housing under 
the Indira Awas Yojana which intends to 
build one million dwelling units this year 
primarily for Scheduled Castes, Scheduled 
Tribes and freed bonded labourers. This is 
a .significant increa.se over the four lakh units 
provided in 1994-95. These units arc 
provided on subsidised basis to the target 
population. The Indira Awas Yojana under 
which the housing .scheme for the poor is 
implemented gets funds under Jawahar 
Rozgar Yojana, the total allocation for which 
is Rs 3,862 crorc in 1995-96. The second 
scheme is Accelerated Rural Water Supply 
Programme, which plans to cover 73,000 
habitations by March 1996. and envisages 
an expenditure of Rs 1,110 crorc. The 
enhanced target and expenditure provisions 
for these two schemes in the budget are 
important for the likely impact these 
schemes would have for the poor. While 
implications to agriculture arc likely to be 
only indirect via the effects on labour 
productivily, the schemes arc far-reaching 
in terms of promoting improved quality of 
life for the beneficiaries. Wc should note, 
however, that the increased allocation to 
housing for the poor appears to be at the 
cost of other programmes under JRY as the 
total allocation for JRY has not seen 
commensurate incrca.se. 

The central budget has also talked about 
several welfare schemes like providing for 
a national minimum old age pension of 
Bs 75 per month to people above 65 years 
of age who arc below the poverty line, 
lump sum survivor benefits of Rs 5,000 to 


poor households on the death of the primary 
bread-earner, etc. These schemes are more 
in the nature of welfare measures and 
may be termed by m|iny as “populist”. But 
they can prove to be the beginnings of 
extending an effective safety cover, if 
implemented properly. It is worth pointing 
out that the virtues of decentralisation in 
the identification, implementation and 
monitoring of the schemes down to the 
panchayat level can go a long way towards 
converting these schemes from “populist” 
measures to “productive” programmes. 

IV 

Inflation and Agriculture 

There is a significant view that the inllation 
of the 1990s is due to the successive hikes 
in the procurement prices of foodgrains since 
1991 and then again due to the hike.s in 
Central Issue Prices of foodgrains. The 
procurement price increase can be justified 
as cither a measure to “corrccl” the terms 
of trade trends to turn them in favour of 
agriculture or as a measure to bring the 
domestic prices of major agricultural 
products in line with the international prices 
as a prelude to further reforms in agricultural 
markets. The rise in foodgrain prices, 
following prcK’urement price hike can lead 
to a chain of effects which bring about an 
increase in the overall inflation rate Wc 
should note that beside.s the procurement 
price increase, there were also substantial 
increases in the prices of “fuels” group and 
increases in commodity prices such as cotton 
and coffee, quite unrelated to procurcnieni 
prices 
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Finally, the increase in overall monetary 
pressures were not brought about by 
agricultural prices but by the rapid rise in 
foreign exchange reserves as a result of 
liberalisation of the foreign exchange regime 
of the country. 

In the present budget, the tariff cuts and 
excise cuts, though moderate, will help in 
containing (he price rise of manufactured 
commodities to some extent. But the price 
policies for agriculture are yet to be known. 
However, it appears that given more than 
comfonabJc stocks of foodgrains with FCI, 
chances of significant *ncrcases in the 
procurement* prices of wheat and rice are 
very remote. One can only guess at this stage 
that the agncultural prices would remain 
with m reasonable control as the budget docs 
noi envisage any substantial cuts in food and 
fertiliser subsidies. Also it is clear that the 
trade route would be used more aggressively 
to moderate agricultural prices as is 
demonstrated by the opening up of imports 
of edible oils under the OGL at 30 per cent 
import duly. Pulses and sugar arc also 
placed under OGl. at zero import duly. 
The comfortable lorcign exchange re¬ 
serves position has sireglhened the import 
optiort. But It is still not clear whether these 
are long-term changes in the trade policy 
or just temporary fire-fighting operations 
If these are calculated moves of trade 
.policy, this would go a long way to rationa¬ 
lise the cropping paltems on the lines of 
relative global prices of agricultural pro- 
ducis and thus help in integrating the 
domcsiK agricultural sector to the world 
agriculture. 

V 

Concluding Remarks 

The above discussion reveals that the 
central budget has paid only a hp-service 
to Indian agncuKiitc It has tailed to take 
any significant steps with respect to the 
major is.sues bothering Indian agriculture 
such as dechnmg/stagnating investments 
in this sector since 1980s, downsizing the 
.subsidy bill and diverting the resources 
towards capital formation, building 
infrastructure in the rural areas, etc. 
Although there are some steps taken in the 
right direction, but they are not going to 
make any significant changes in existing 
agricultural scene. Should one take it that 
central budget is not a place to look for 
any fundamental changes,relating to the 
agricultural sector? That would be simply 
shying away from one/s responsibility to 
usher in reforms in this large sector. It must 
be realised that if agriculture has to provide 
a momentum to the overall growth of the 
country, as also provide a mass support to 
the reforms being carried out, it is high 
lime that the reformers sit down with the 
chief ministers of various states and chalk 


out a detailed agenda for reforms in this 
sector. This may prove to be the highlight 
of this year’s exercise in reforms. Without 
.such a directional move, Indian reforms 
will always be branded as pro-rich, and 
pro-urban middle class. 

Notes 

(The views expres.sed in this papei* are those 
of the authors and are not necessariktvthose 
of the organisation to which the authors Mong.] 

1 Alagh (1994), however, argues that the trend 
in private fixed capital formotion arc 
disqutetening as (he growth in net fixed 
capital .stock rn public sector is .similar to 
that ol oveiall growth in NFCS. He points 
to the slow growth of irrigation facilities in 
the 1980s and serious constraints in rural 
credit as the major factors in slowing down 
private sector investment. There arc no 
figures on fixed capital formation for public 
sector in agriculture, separately. From the 
overall level of fixed capital formation and 
gross capital formation, if we derive a ratio 
of the two and apply it to public sector, wc 
can construct a series for fixed capital 
formation for public sector in agriculture 
Interestingly, ihi.s procedure shows that real 
public sector investment in agriculture has 
declined whcrea.s there is an increase in 
private fixed capital formation Alagh also 
points out that average annual increase in 
plan outlay for 1980-85 was Rs 5,226 crore 
and in 1985-86, Rs 7.292 crore in current 
prices This implies an annual growth to 
slightly over 7 per cent or hardly any growth 
in real terms On lhi.s basis, increase 
suggested by the figures on net fixed capital 
Slock ft;i public sector appears to be on the 
higher side 

In this context, it may be worth noting 
that the public sector OCF includes primarily 
investments in majoi and medium imgalion 
schemes The CSO’s data on thi.s item docs 
not include investments in rural 
clcctiific atioii, rural roads, etc, which, from 
an economist's point of view, must be 
included as parts of 6CF. But that remains 
a limitation in the present .set of data released 
by CSO. 

2 It may, however, be noted that the revised 
estimate (RE) of 1994-95 for agriculture 
was higher (Rs 2,853 crorc) than its 
budgeted estimate (BE) (Rs 2.637 crorc). 
On the other hand, the RE for irrigation 
and flood control (Rs 233 crorc) w as lower 
than Its BE (Rs26l crorc). 

3 The estimated equation was as follows: 
iM (IMNVA) = *1.778740.01 l8*Ln (GDPAIt^ 

(0.14) 

4 0.96l2*Ln (Tllag) 

(1.95) 

4 0.0516*T-0.0537*T*DI 
(5.18) (4.89) 

Rho for first order autocorrelation = -0.07 
R square = 0.8S 

Method = Ordinary Least Squares 
Data period » 1965*66 to 1989-90 
where, Ln is the natural logarithm operator, 


PVINVA is the share of private GFCp in 
total GPCF in agriculture, GDPAlag is the 
'ratio of GDP from agriculture to total GDP 
in real terms, lagged by one year; TTlag is 
the ratio of a 3-ycar moving average of WPI 
of agricultural products to a similar moving 
average for overall WPI. both lagged by one 
year; T is a trend variable and DI is a 
dummy variable with value equal to 1 for 
years from 1980-81 onwards and zero 
otherwise. 

4 An excess of IS million tonnes of grains 
with FCl valued at its economic cost of 
about Rs 5,700 per tonne implies a lock 
up of Rs 8.5(K) crore, which is floating in 
the market and creating undue inflationary 
pressures Obviously, no commercial 
organisation can afford to keep such an 
excessive stock other than a parastatal. And 
it is lack of deci.sion taking flexibility that 
makes such parastatals permanently sick, 
although they are supposed to function as 
commercial organisations as per their 
Charter. 
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Social Expenditures in the Union Budget: 1991<96 

S Gulian 

Given the current emphasis on the centre*s social sector expenditure, it is important to analyse such expenditure 
in terms of its dimensions, trends and composition. This paper attempts such an analysis, with data from the last six 
budgets, giving particular attention to so-called social expenditure of significance to the poor. Further, it explores 
the available options for making such expenditure more cost-effective and purposeful. 


EVER since the new economic policies were 
initiated in India in 1991 their possible impact 
on the poor has received sustained attention 
in academic writings as well as due 
recognition in official documents. It has 
been generally realised that economic 
adjustment could adversely affect the living 
standards of *the poor in the medium term 
at least until the beneficial promises of the 
new policies materialise. This might happen 
in direct and indirect ways. The stabilisation 
phase is likely to be accompanied by a 
decline in economic growth and employment. 
Alongside changes in aggregate levels of 
employment, significant shifts could occur 
in the labour market in terms of sectors, 
regions, gender, skill levels, wages and 
conditions of employment. These might 
worsen the position of some of the vulnerable 
sections of the labour force. Similarly, the 
teal incomes of the poorer groups might be 
endangered through changes in earnings and 
prices affecting their incomes and 
consumption. Of particular concern is that 
fiscal contraction is likely to result in 
reductions to outlays on subsidies and on 
budgetary outlays which are intended lO 
benefit the poor.’ 

In this context discussions of the new 
economic policies have focused on the central 
government's budgetary expenditures on 
what might be descnl^d as the 'social 
sectors'. The concentration on the central 
budget could be justified on more than one 
ground. It can be argued that inasmuch as 
it is the centre that has initiated the new 
policies, the primary responsibility is also 
that of the centre for cushioning their impact 
on the poor. Secondly, the food subsidy and 
central and centrally-sponsored programmes 
for poverty alleviation, employment 
generation and basic needs are especially 
relevant because they are sizeable and have 
a nation-wide impact. Thirdly, practical 
constraints have operated to confine most 
of the discussion to the central level 
although the states have a much larger 
share in social expenditures: data in regard 
to the latter is less accessible in a timely 
and sufficiently disaggregated form; 
besides, wide variations among the states 
make it difficult to arrive at conclusions of 
general inteiest. 

On its pait as well, the central government 
has recognised the importance of social 
expenditures in its budget. The need for 


‘social safety nets' has been repeatedly 
referred to in the finance ministcr'.s budget 
speeches and in the annual Economic 
Surveys with attention being drawn to 
increases to allocations for social 
expenditures, reforms being made locxisting 
programmes and to the initiation of new 
ones in the relevant sectors." Adjustment, it 
has been frequently claimed, is being put 
through with a human face*. 

Given the emphasis from all sides to the 
centre' .s social expenditures during the period 
of adjustment, an analysis of such 
expenditures in terms of dimensions, trends, 
composition and policy is of importance and 
interest. This paper attempt.s that based on 
material available from the last six central 
budgets (1990-91 to 1993-96). We bt;gin 
with identifying the outlays on what might 
be grossly described as ‘.social expenditures’ 
The levels and trends in these outlays during 
1990-96 are then analy.scd. Some idea is 
provided ol the centre's outlays in relation 
to that of the states in this penod. Within 
the so-called social expenditures’, the 
outlays on majoi programmes ot particular 
salience tor the fx)or arc identified The 
levels, trends and new initiatives in these 
programmes are discus.sed. Finally, since 
the poor will be with us iii I he foreseeable 
fuiiJTC, the centre’s role is relevam not only 
in the context of adjustment but also m a 
longer-term perspective oi poverty 
alleviation. It is, therefore, necessary to 
explore options lor making its anti-poverty 
expenditures more purposeful and cost- 
effective. The paper concludes with some 
sugge.siions in this regard. 

Broad Piciuri* 

At the outset, it is necessary to broadly 
identify the outlays that belong to the domain 
of our discussion. The central budget 
documents classify its expenditures under 
interest payments, defence expenditures, 
subsidies, non-plan grants and loans, other 
non-plan expenditures (for general services, 
social services and economic services), plan 
expenditures (which arc mostly on social 
and economii: services) and central grant 
and Joan assistance to state and UT plans. 
As a first cut. it will be reasonable to confine 
the analysis to three heads: (1) food subsidies, 

(ii) rural development (the outlays on which 
are classified under economic services), and 

(iii) the outlays which come under 'social 


services’. The grants and loans extended to 
states and UTs for central and centrally- 
sponsored schemes under these heads 
part of the plan expenditures in the central 
sector while normal central assistance for 
state and LfT plans given in ‘block’ form 
constitute a separate category. ‘Social 
services' in the budget documents includes 
general education, technical education, sports 
and youth services, art and culture; health 
and lamily welfare; water supply, sanitation, 
housing and urban development; information 
and broadcasting; welfare of SC/ST and 
other backward classes; labour welfare; 
and social security and welfare. It will be 
apparent from (his list that not all outlays 
under ‘social services* arc meant 
exclusively or especially for the poor and 
some not even primarily for them. At a 
subsequent stage, we have sorted out these 
expenditures in some detail; initially, 
however, our account covers all that is 
grossly classified as ‘social services’ in the 
budget documents. Although food subsidies 
arc. undoubtedly, social expenditures, this 
paper does not deal with them and is confined 
to outlays on rural development and social 
services. Apart from spatial and temporal 
constraints, there are other good reasons for 
leaving out food subsidies: they do not relate 
to ‘programmes’ unlike the outlays in the 
other two sectors; food subsidies raise issues 
of different and complex character; and, 
most importantly, there is an extensive 
literature evaluating ihcir impact on poverty 
^alleviation.' 

Table 1 presents the outlays on rural 
development and social services in the union 
budgets from 1990-91 to 1995-96. Both 
non-plan and plan outlays are included. In 
nominal terms, total outlays under these two 
heads have more than doubled from 
Rs 8,058 crorc in 1990-91 to Rs 17,924 
crore in the 1995-96 Budget. As a proportion 
of the centre's aggregate budgetary 
expenditures, the increase has been from 
7.7 to 10.4 per cent in the period. Plan 
outlays in the two sectors as a proportion 
of the centre’s overall budgetary plan 
outlays have risen from 22.1 to 31.3 pei 
cent. The increase in GDP terms has. 
however, been much less impressive. Th« 
GDP proportion has gone uponly marginall) 
from 1.5 percent in 1990-91 to 1.7 perceni 
in 1995-96. Nevertheless, the centre'i 
outlays are quire significant considdrinj 
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that, in sectors which fall primarity within 
the responsibilities of the states* they 
currently amount to over 10 per cent of its 
aggregate expenditures and to over 30 per 
cent in the plan. What is also noteworthy 
is that these outlays have been increased, in 
proportion to total budgetary and plan 
expL nditures, during the period of 
adjustment. 

T.ible 2 shows the budgetary expenditures 
in I tic states on rural development and 
social services including outlays on 
programmes funded under central and 
centrally-sponsored schemes. The data is for 
1990-91 to 1994-95 since the figures for 
1995-96 are not yet available in the annual 
RBI survey of state finances. In the case of 
the states, the budget classification 'social 
services* includes general and technical 
education, sports, art and culture; medical, 
public health and family welfare; water 
supply and sanitation; housing and urban 
development; welfare of SC/ST and other 
backward classes; labour welfare; social 
security, welfare and nutrition; and the relief 
of natural calamities. Table 2 will show that 
states' outlays on rural development and 
social .services marginally declined between 
1990-91 and 1994-95 as a proportion of 
their aggregate expenditures (from 38.7 to 
38.1 per cent) while plan outlays in these 
sectors as a ratio of overall plan outlays 
distinctly went up (from 42 to47.6 per cent). 
This has been accompanied by a decline in 
the proportion of non-plan to total 
expenditures in these sectors (from 67.4 to 
62.4 per cent). Most importantly, stales’ 
outlays in these sectors (including those 
fund^ by the centre) have declined in GDP 
terms from 6.6 per cent in 1990-91 to 5.6 
per cent in 1994-95. 

Tabic 3 takes an integrated look at the 
budgetary outlays on rural development 
and social services both at ihe centre and 
in the states after adjusting for the relevant 
transfers on central and centrall^>'-sponsored 
schemes so as to avoid double counting. The 
outlays at both levels taken together have 
declined in GDP terms from 7.3 per cent in 
1990-91 to 6.7 percent in 1994-95. Within 
overall outlays, the centre’s share has gone 
up (from 20.6 to 23.2 per cent) while that 
of the states has gone down pan passu 
(from 79.4 per cent to 76.8 per ccni). 

In sum, the story that emerges from these 
three tables is broadly (he following. During 
1990-91 to 1995 -96, the centrehas increased 
its budgetary outlays on rural development 
and social services in nominal terms, in 
relation to its aggregate expenditures and as 
part its plan outlays. It has also improved 
its share in the integrated outlays at the two 
levels. Considering that the centre is a junior 
partner in these sectors, its current share of 
about 23 per cent in the total is nor 
insigniHcant. On the side of the states, the 
picture is less encouraging. Their outlays m 


these two sectors as a ratio of their aggregate 
expenditures has marginally declined. The 
states have also tended to emphasise plan 
outlays at the cost of non-plan expenditures: 
in other words, new schemes have received 
priority at the cost of funds required for the 
maintenance of existing facilities and 
services. This should be a matter for serious 
concern since the latter constitute three- 
fifths to two-thirds of social expenditures in 
the states. 

In GDP terms, there has been only a 
marginal increase in the centre’s outlays 
while there has been a distinct decline in that 
of the states’ (by as much as one per cent 


point between 1990-91 and 1994-95). In 
effect, the growth in central outlays has 
tended to displace states’ outlays, paiticulariy 
on the non-plan account which is relevant 
for the maintenance of existing.faciHtie$ 
and services. Among the reasons for this 
are a decline in the centre’s aggregate 
transfers to states, a shift from develop¬ 
mental to non-developmental expenditures 
in the states, artd a lower priority for 
maintenance vis-a-vis incremental plan 
outlays within the developmental budget for 
these two sectors.^ In the final outcome, 
what is of concern is that the GDP ratio of 
outlays at both levels taken together has 


Table I: Outlays as Rural Development and Social Services in tmc Central Budget: 


1990-91 to 1995-96 


(Rs (Tore) 



1990-91 

Actuals 

1991-92 

Actuals 

1992-93 

Actuals 

1993-94 

Actuals 

!99'(-95 

RE 

1995-96 

BE 

1 Rural development 

2678 

2283 

.3211 

4521 

6427 

7330 

a flan' 

2672 

2279 

3208 

4517 

6427’ 

7330’ 

b Non plan 

6 

4 

3 

4 



2 Social services 

5380 

5892 

6397 

7906 

9420 

10594 

a Plan* 

3597 

3947 

4294 

5349 

6697 

7845 

b Non plan 

1783 

1945 

2103 

2557 

2723 

2749 

3 Total 

8058 

8175 

9608 

12427 

15847 

17924 

a Plan* 

6269 

6226 

7502 

9866 

13124 

15175 

b Non plan 

1789 

1949 

2106 

2561 

2723 

2749 

Memo 

A Total as per cent of centre’s 

aggregate expenditures 

77 

7J 

78 

8.8 

98 

10 4 

B Plan expcndilures as per cent 
of centre’s aggregate plan 

expenditures in the budget* 

22.1 

20 1 

20.5 

22.1 

26.9 

31 3 

C Total as per cent of GDP' 

1.5 

1 3 

1 4 

1.5 

1.6 

1.7 

(GDP estimates) 

(535517) 

(616061) 

(702829) 

(814284) 

(10172,50) 

(1047891) 


Notes I Does no( include plan exfienditures financed from internal and extra budgelary resources 
of public sector enterprises 

2 Includes Rs 790 crore for the MF* local area development scheme 

3 The GDPestimates are official estimates for 1990-91,1991-92. and 1992-93 For the three 
subsequent years they are the implied GDP estimates related to official estimates of the 
fiscal deficit. These estimates have been used for Tables 2 and 3 also. 

Source: GO! Expenditure Budget 1995-96, Vol I, Annexures 3, 3.2 and 3.3. 


Table 2. Outlays in State.s on Rural De velopment and Social Services- 1990-91 ro 1994-95 

{Rs crore) 



1990-91 

Actuals 

1991-92 

Aftuais 

1992-93 

Actuals 

1993-94 

RE 

1994-95 

BE 

1 Rural development 

5337 

6109 

7190 

8493 

9545 

a Plan 

4217 

4641 

5585 

6672 

7594 

b Nun plan 

1120 

1468 

1605 

1821. 

1951 

2 Social services 

29960 

33688 

37332 

42357 

48705 

a Plan 

7304 

8568 

8944 

11221 

14309 

b Non plan 

226.56 

25120 

28398 

31136 

34396 

Total 

35297 

39797 

44522 

50850 

58250 

a Plan 

11521 

13208 

14519 

17893 

21903 

b Non plan 

23776 

26589 

3(XK)3 

32957 

36347 

Menw 

A Total as [icr i'cvA uf centre's 

aggregate cxjx^ridmiiev 

38.7 

36 6 

37.3 

37.8 

38.1 

B Plan ex^xrndiluiv.v • Of r cent 

of Suite's agga'gate plan 
outlays 

47.0 

42 5 

43 5 

47.6 

47.6 

C Non plan expenditures as 

per cent of total (3b/3) 

67 4 

66.K 

67.4 

64.8 

62.4 

D Total as per cent of GDP 

6.6 

6.5 

6.3 

6.2 

5.6 


Source: RBI Annual Surveys of State Finances. 
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decUilM inthe tot four yearsoifa^ 

Given the magnitudes of poverty and 
deprivation in India, their absolute level at 
less than 7 per c^c of ODP is also grossly 
inadequate for rural development and the 
entire gamut of social services. This is only 
the aggregate picture. Importantdimensions - 
which we will not be able to probe in this 
exercise-are inter-state variations, inter¬ 
sectoral variations and shifts in the 
composition of expenditures between salary 
costs and essential non-salary expenditures. 

Major Programmes 

The next step in the analysis is to identify 
within the wide and heterogeneous budgetary 
classification of 'social services* the major 
programmes in the central budget which are 
of salience for the poor. For this purpose, 
we begin by excluding the following outlays: 
(j) Non-plan expenditures which were about 
15 per cent of total allocations in BE 1995- 
% for rural development and social services. 
They relate largely to administrative 
overheads and expenditures on central 
establishments. 

(ii) The outlays on technical education, sports 
and youth services, art and culture. 

(iii) Outlays on medical and public health 
and on family welfare. Central expenditures 
on medical and gublic health are largely on 
the control of communicable diseases. Family 
welfare is a 100 per cent centrally-sponsored 
programme for the control of population 
growth. Their intrinsic importance 
notwithstanding, these outlays do not have 
a specific pro-poor orientation. ^ 

(iv) Outlays on hou.sing which are largely 
on HUDCO schemes (financed mostly from 
its internal resources and borrowings) and 
on schemes for central government 
employees. 

(v) The outlays on information and publicity 
and on broadcasting. There is clearly no 
justification for treating them as 'social 
services* except, perhaps, that Akashvani 
and Doordarshan are not 'economic* services 
either! 

(vi) Outlays on labour and employment which 
largely consist of the centre's statutory 
contributions for benefits to industrial 
workers in the organised sector. They also 
include allocations forthe 'Nattional Renewal 
Fund* which, although advertised by the 
government as a 'safety net*, only meets 
retrenchment payments for public sector 
employees. 

An idea of the extent of these exclusions 
can be gained from the fact that in BE 
1995-96 they add up to Rs 5,855 crore or 
about 33 per cent of the total budgetary 
allocation of Rs 17,924 crore for rural 
development and social services. In other 
words, prima facie, only about two-thirds 
of the allocation in the central budget for 
rural development and social services can 
be pohstrued as being oriented for the poor 


in a broad senre. Such outii^s relate to mral 
development and employment, general 
education, water supply and sanitation, urban 
development, welfare of scheduled castes, 
scheduled tribes and other back ward classes, 
social security and welfare and nutrition. In 
the central budget for 1995-96, they add up 
to Rs 12,069 crore. 

Table 4 identifies the major individual 
programmes includedunderthe above heads. 
These programmes have been grouped into 
five categories: (i) employment generation, 
(ii) backward area development, (iii) asset 
creation for poor households, (iv) provision 
of basic needs, and (v) welfare of SC/ST and 
OBC. Undereach category and programme, 
the table presents the outlays the central 
budget for the six years from 1990-91 to 
1995-96. It might be mentioned that in BE 
1995-96, the total outlay on the major 
programmes conies to Rs 10,934 crore or 
over 90 per cent of the Rs 12,069 crore in 
the broadly comprised poor-oricnicd sectors. 

Table 4 brings out the levels, trends and 
schemewise composition of the outlays under 
each of the five categories. It shows that 
between 1990-91 and 1995-96 there has 
been a definite shift in favour of employ¬ 
ment programmes which currently account 
for about 57 per cent of the allocations for 
the major programmes. Under rural 
development, the shares of programmes for 
asset creation and for area development 
have declined. Allocations for basic needs 
and for the welfare of SC7ST and OBC have 
remained at about 25 per cent and 8 per cent 
respectively in terms of their shares in the 
total. 

11 i s necessary to further analyse the outlays 
on employment in terms of their final 
outcomes since employment generation is 
only an intermediate input and a by-product 
benefit in the process of creating communal 


a$ie^ or assets for individual 
For this we have relied on the annual i^rt 
of the ministry of rural development for 
1993*94 which provides the data (^the 
sectoral distribution of expenditure in tlie 
JRY and information on the scheme (fotatls 
of the JRY, the EAS and the MP local area 
development scheme. For 1995-96 (BE)* 
Table 5 regroups the outlays for these 
employment scheme^ under relevant 
functional categories. The broad picture that 
emerges is that the outlay on major 
programmes is distributed for the following 
purposes: 24 per cent each for the 
development of backward' areas (drought 
prone, desert, wastelands, backward blocks) 
and for economic and social infrastructure 
in rural areas (such as roads, minor irrigation, 
social forestry, schools and other community 
buildings), 25 per cent for the provision of 
basic needs mainly in rural areas (elementary 
and adult education, drinking water and 
sanitation), 19 per cent for direct transfers 
for the welfare of SC7ST and OBC and 8 
percent for asset creation forthe poorthrough 
loans and subsidies (under the IRDP, NRY 
and the Prime Minister*s Rozgar Ypjana). 
This is the pattern in the central budget. The 
proportions will differ in the final outlays 
because of matching contributions - in 
varying scheme-wise proportions - from the 
states and the credit component in the IRDP. 

Programme Details 

The dimensional analysis should be 
supplemented with an account of the 
schematic and administrati ve features of these 
programmes. The anti-poverty portfolio of 
central and centrally-sponsor^ schemes is 
characterised by a fragmentation of schemes 
under the same or similar functional purposes; 
a variety of matching grants; diverse 
allocational criteria to states and sub-state 


Table 3: Integrated Outlays of Centre and States on Rural Development and Social Services: 


1990-91 TO 1994-95 


1 States' total outlays on rural 

1990-91 

Actuals 

1991-92 

Actuals 

1992-93 

Actuals 

1993-94* 

{Rs crore) 

1994-95* 

development and social service.^ 

2 Grants and loans for central and 
centrally-sponsored schemes in rural 

35297 

39797 

44522 

50850 

58250 

development and social services' 

4303 

4718 

5684 

6769 

5744 

3 Stales' own expenditures (1>2) 

4 Centre's outlays on rural development 

30994 

35079 

38838 

44081 

52506 

and social services 

8058 

8175 

9605 

12427 

15847 

5 Total centre and states (3-14) 

Memo 

39052 

43254 

48446 

56508 

68353 

A Centre’s share in total (4/5) 

20.6 

18.9 

19.8 

22.0 

23 

B State's share m total (3/5) 

C Per Cent of total centre and 

79.4 

81.1 

80.2 

78.0 

76J 

states to GDP 

7,3 

7.0 

6.9 

6.9 

6.7 


Notes: 1 Actuals for centre. RE for states 

2 RE for centre. BE for states - 

3 Revised estimates vide statement 17 in GO! Expenditure Budget, Vol 1 (annual issues) 

Source: As in Tables I and 2.. *. .. . 
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to diffetiM ama. levds and purposei; and 
eartnaridng todlffeiaitOtf^ groups wHMn 
them. Under emptoymeiit generation. Tor 
instance, there aie tiiiee different schemes, 
viz, the IRY, the EAS and the MP local area 
development scheme. The JRY itself has 
been trifurcated into three streams. Under 
the first stream, which accounts for about 
75 per cent of the allocation, there is an 
earmarking at the state level ^ 30 per cent 
for the Million Wells Scheme (MW$) and 
10 per cent for houses under the Indira A was 
Yojana (I AY) both of which constitute direct 
transfers for individual SC/ST households. 
Of the balance, 20 per cent is earmarked for 
districts and 80 per cent for villages. At the 
district level,thereareearmafkings forprivate 
assets (3S per cent), social forestry (25 per 
cent), benefits for SC/ST (22.5 per cent) and 
other works (17.5 per cent). Further 
guidelines prescribe a wagc-to-nonwage ratio 
of 60:40, preference for SC/ST in 
employment and an earmarking of 30 per 
cent in employment for women. 

The allocation of funds to states is based 
on the proportion of the rural poor while 
from the states to their dtstnets it is based 
on equal wdgbts to the incidence of SC7ST 
population and the inverse of agricultural 
labour productivity. The second stream in 
the JRY, accounting for about 20 per cent 
oftheallocation,is confined to l20bsK:kward 
districts and to economic and social 
infrastructure while the third stream is a 
tokenistic allocation of about S per cent for 
innovative* schemes to be taken up, where 
possible, in co-operation with NGOs. The 
BAS is also a rural employmcfit generation 
scheme but is confined to 1,752 backward 
blocks (about a third of all blocks in the 
country) with allocations under it being 
earmarked for water and soil conservation 
(40 per cent), minor irrigation (20 p^ cent). 
Knk roads (20 per cent) and community 
buildings (20 per cent). The MP local area 
development scheme, introduced in 1993, 
provides a uniform allocation of Rs 1 crore 
annually to each of the 790 members of the 
two houses of parliament for being spent on 
local schemes to be recommended by them 
so long as they are eligible under vanous 
guidelines. 

Similar mucklles and knots are to be found 
in the other central anti-poverty schemes as 
weli. In the IRDP, there are two different 
cut-off levels for targeting beneficianes (a 
household poverty line of Rs 11,OCX) in 
1991-92 prices and a cut-off limit of 
Rs 8,500); separate earmarkings for SC/ST 
(SO per cent), women (40 per cent) and the 
physically handicapped (5 per cent); 
differential subsidy rales for different target 
groupsCsmall farmers, maiginal farmers and 
agricultural labour, SCTSTand the physically 
handicapped); and differential subsidy 
ceilings for different areas (normal, drought 


aiid phyaiailly lianile^p^. By ddii^^ 
the DPAP and ODP an eoafined to Ustad 
Uociu whidi andmightpraaeordewttifiad 
withthefieiiiHniblecaqicadttumiiiiderthan 
being on hnd deveiopmeat, aoi) and water 
conservation and other forms of resource 
management while the development of 
wastelands in the extensive non>forest areas 
of the country gets a small and diinly-spread 
allocation. The Acoeleraied Rurd Water 
Supply Programme (ARWSP) is meant to 
meet the needs of *no source’ or problem 
villages. Howevn, the allocation criteria to 
states in the ARWSP (viz, 3S per cent for 
rural population, 20 per cent each for rural 
area and rural poverty and 25 per cent for 
DPAP, DDP and hill areas) has no visible 
relation to the posaibte incidence of such 
villages. The ARWSP dso illustrates the 
problems in planning for village water supply 
from distant Delhi. At the beginning of 
1993-94 it was declared that only 736 no- 
source villages remained lobe covered while 
a later survey has revealed that as many as 
40,000 villages (main habitations) are in this 
category. This has happened largely because 
the states have interpreted 'no source’ 
according to local conditions while Delhi 
has tried to adopt a uniform all-India norm. 


An ( H jt wnlii i rtwi 

diat w nelatkn fo p«M|g adidi. 
for a noadwr nf aciwntea m Bv tmm 
adequate. For exmiqile. In tha 19AI>4M 
Budget DWCRA and TRYI»M gat Ra 79 
ebetv iihi ratMoiiatioiiiaalhQMBd 
Ra 60 crore and urban water Mppty tetd 
sewerageRs65 crore; asset creteionadieiMe 
in urban areas getRs |7l croreintf .btteae 
activitiei, foe ceotwhas been m o re in te re s te d 
in establishiiy its presence rafoer than in 
making a serious subatantive conttBMNion. 
The political motivarioo that underlies fora 
approach is also reflected in higher 
alloeatians to existing schemes and in foe 
introduction ofnew schemes since 1993>94. 
Table 4 brings this out clearty. No doubt, 
elections in as many as nine major stetes in 

1993- 94 and 1994-95 (Uttar Pradesh, 
Madhya Pradesh, Rajasthan, Karnataka. 
Andhra Pradesh, Orissa, Maharashtra, 
Gujarat and Bihar), the Congress Patty’s 
debacle in five out of six state elections in 

1994- 95 and the fact that 1995-96 is foe last 
full financial year before parliamentary 
elections in June 19% have all lent a special 
poignancy to the central government’s 
concern for the poor. However, the 
motivation in itself need not prejudice the 
merits of the new initiatives for in a 


Tasle 4' Outlays on Makk Rural DeveLoiweNT and Sooai Sbrvices Programmes in 
ChflRALBuDGEr. I99(V9 I>td 1995-96 


(Rs crore) 



1990-91 

RE 

1991-92 

RE 

1992-93 

RE 

1993-94 

RE 

1994-95 

RE 

1995-96 

BE 

1 Employment generation 

2001 

1825 

2546 

3906 

5465 

6222 


(49 5) 

(42.5) 

(51.5) 

(53.1) 

(58 1) 

(56 9) 

1.1 Jawahar Roigv Ypiaiui (JRY) 

1.2 Employment Afsuranoe 

2001 

1825 

2546 

3306 

3535 

3862 

Scheme (EAS) 

1 3 MP Scheme for local area 

"" 


— 

600 

1140 

1570 

development 

- 

- 

- 

- 

790 

790 

2 Basic needs 

1059 

1345 

1361 

1934 

2254 

2727 


(26 3) 

(31 3) 

(27.5) 

(26.3) 

(23.9) 

(24.9) 

2.1 Elementary education 

224 

268 

339 

443 

511 

651 

2.2 Adult education 

131 

105 

110 

168 

211 

234 

2 3 Acc rural water supply 

403 

638 

460 

738 

810 

1110 

2.4 Rural sanitation 

2.5 Urban water supply and 

18 

4 

20 

32 

60 

60 

sanitation 

25 

33 

23 

41 

106 

65 

2.6 Child welfare 

258 

297 

409 

512 

556 

607 

3 Asset creation 

484 

474 

467 

721 

735 

890 


(120) 

(11.0) 

(9.5) 

(9.8) 

a8) 

(8.1) 

3.1 IRDP 

356 

356 

375 

617 

625 

640 

3 2 DWCRA and TRYSEM 

18 

16 

21 

29 

40 

79 

3.3 Nehru Rozgar Yojana 

110 

102 

71 

75 

70 

71 

3 4 PM's Rozgar Yojana 

- 

- 

- 

- 

- 

100 

4 Welfare of SC, ST and OBC 

321 

428 

465 

589 

730 

810 


(8.0) 

(10.0) 

(9.4) 

(8*0) 

(7J) 

(7.4) 

5 Backward area development 

172 

222 

101 

202 

230 

285 

(4.2) 

(5,2) 

(2.1) 

at) 

(X4) 

(2.7) 

5.1 DPAP 

56 

51 

SI 

77 

85 

125 

5.2 DDP 

50 

SO 

50 

75 

83 

100 

5.3 Wastelands development 

76 

121 

- 

50 

60 

,60 


4037 

4294 

4940 

7352 

94)4 

10934 


(100) 

(100) 

(100) 

(100) 

(100) 

(lOfo 


Notes: Pi|m ia brackMB ate pemeanns to cohmn totals. 
Source: CO/£ipefufif«re Voill (aBMial istaM). 
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'-itt 

palMcii: m .BASL Ibr I w waoe . 

I iinnwniritiiit MlAiioiHd lilacMioiit fM 

fA^ihiytomcpM^ 

H« IfiP •etontt, lOOiMil^ btfit>el> 

bflhraeii nwMbm tlw 1^ SiMit and 
cm i it UBmc k H t hat they wp P BM nt; wd .lUifaw 
SaMia meBiten (aqr fiom tte AMjab) win 
be Ale to ha^ the itaMt o&their adoption 
(ny, Awam}. The Wne Mffiisier’s Rozgw 
Yojana extendt the kind of peogranmies in 
the Nahni Rmgar Ycgana <NRY) to imali 
town*. It could very well have been 
consolidMed with it: evendR acronym lends 
ittdf to be expanded as NAmtRao Ytyanal 
The three new schemes indiided in the 
' I99S-96BiidgetareentireiyweU conceived. 
In the Naiiomi Socitd Assistance Scheme, 
dw centre has for the first time assumed a 
‘ role in helping the states to provide a padcage 
of esseittiai social protection to the poor- 
old age pensiont, survivor benefits and 
maternity relief - according to nationally 
imiform miniimim standards. The group life 
insuranoesdieiBetdbeimplementedthrough 
panchayats has the potential to take life 
insurarKe to the rural poor in a massive way. 
The new rural infrastructure fond in the 
NABARD will enable priority lending targets 
to be met. channel such lendng into viable 
projects and astfoe repayntents to banks. In 
this way. botii lending ^ the use of loans 
will be made more viable. 

In the final arndysis, one cannot eso^ie 
the conclusion that the centre's anti-poverty 
portfdio is riddled wttii mudi needless 
confusion and complexity in its 
coAoeptualisation. design and administration. 
Basically, this is to be attributed to the use 
of a limited set of hutiuineiits for promoting 
diverse multiple otgectives: employment- 
in-itself, backward area development, rural 
infiraatiuclure. basic needs, reservations for 
SC/ST and women, decentralisation and, at 
the same time, some podcet money for 
m e mb ers of pathamem. As a result, owlays 
addressad to the same or similm purposes 
are fnginenled amonga nuinberof schemes; 
the activity-based classification of 
*employmeRt’fod||esanundieroffonctional 
ends; in many schemes allocations are no 
more than qnrtwHc; and tite overlap within 
the cenwd pMtfolio b ceaqiaonded by the 
oveitap between ccdtnri and stmes’schemes 
and within the tatter.^ Most important, there 
is no cehemaoe between (a) crheiia for 
dIocatiOB of funds to states and sub-state 
levels, (b) needs and potential at the local 
level for weeks and other expendhuies. and 
(c) cannarfciilg for various purposes and 
within ttaemfor target and sUbAarget groups. 
R is not dear how tins overdeterntined 
s eoreach can or does woifc;fividcnoe firom 
evahiatiinis suggests tint the guidetines. 
ctitina. mmmaiAesrmaMip 
of sn eMboram buresuctatic charade With 


'wnm IMppcii* » 

imeUaisorapmc^^ 

ttfollowliig lo||c»By from the 
forafoiitg account and of the 

ceotm'taoctal esependiiwai. Ibhegin with 
it will be useful to etarify the ratiQfiale for 
the eeiUre’s involvement at all in social 
eapehditufts. Although the Constitution 
ptaoes the primary responaibiHty for such 
expendimitsonthefitatni^itiioesiinc 
the dmfre from playing a role. It <:an be 
granted that the centre's bivolvemoit in the 
social sectors is not only prmiasHilebiil also 
desiraMe. Indeed, it can be aagued that the 
cefktie's participation in these sectors is 
necessary and ju^fied at least onsix gixHjnds: 
(i) to tadcle nation*wide priorities to which 
not all states may he able or willing to devote 
adequate resources or emphasis (e g fpmily 
welfare), (ii) to deal with inter-state 
externalities (eg thecontrbl of communicable 
diseases), (iii) to sec national standards (e g 
in social assistance), (iv) to direct resources 
to areas or activities which are especially 
problematic (e g low literacy blocks, girls' 
education, no-source villages in water 
supply), (v) to promote a standard set of anti- 
poverty schemes (e g JRY, IRDP) and (vi) 
to extend technical assistance to the states 
(e g in watershed development or through 
the drinking water supply missions). 

In practice, as we have seen, other 
conitderalions, along with these objective 


onnXs hnve blso operated. The oaiitre has 
been anxious to demcmatnwe that, the new 
economicpoiicteshavea 1itimatt1bi^\So^ 
of the new schemes introduced in did last 
few years have added rouge and lipitibk 
to it; some have aimed at electoral giun 
while yet others, like the ones included in 
the 1995-96 budget, are well conceived 
initiatives. In addition, a couple of othef 
factors can be discerned. One is the 'rut* 


TablS 6: Ilujstrattve Table on TXanseer 
Efficiency in the JRY 


1 

Gross expenditure 

100.0 

2 

Wage component' 

53.0 

3 

Leakage^ 


4 

Gross wage transfer (1-2-3) 

47.7 

5 

Participation cost' 

19.1 

6 

Net benefit (4-5) 

28.6 

7 

Coverage of poor^ 



(taigeting efficiency) 

.0.5 

8 

Transfer to poor (6x7) 



(transfer efficiency) 

14.3 


Notes: 1 As estimated in OOl Concurrent 


Evaluation of JRY (Jonuary-Oecembcr 
1992) July 1994. 

2 Underpayment of wages at 10 per cent 
of wage payment (assumed) 

3 40 per cent of wage payment (47.7) 
representing foregone incomes based 
on estimate in Martin Ravallion. 
Reaihin^ the Poifr thrnufth Rural 
Public Empitfyment: A Surrey ffTheory 
and Evidence, Discussion Paper No 94, 
World Bank 1990. 

4 OOl concurrent evaluation of JRY 
(Januaiy-Dccembcr 1992) July 1994 
estimates this ratio at 0.43.We have 
improved it to 0 5. 


Txats 5: Functional Classircation w Rural Development and Social Services Outlays in 
THE Central Budget for 1995-96 


{Rs entre) 



BE 

Percent 


1995-96 

to Total 

1 Rural economic and social infrastructure 

2644 

24.2 

1.1 Under JRY first stream' 

1854 


1.2 Mf local area development scheme 

790 


2 Backward area development 

2627 

24.1 

2.1 Under JRY second stream^ 

772 


2.2 £AS 

1570 


2,3 DPAP 

125 


2.4 J)DP 

too 


2,5 Wasielafids development 

60 


3 Basic needs 

2727 

24.9 

3.1 Elc and adult education 

885 


3.2 Rural water supply and sanitation 

3.3 Urban water supply and fluiftation 

1170 


65 


3.4 ChHd welfare 

607 


4 Wdlare of SC/ST and OBC 

2046 

18.7 

4.1«Under JRY first stream^ 

* 1236 


4.2 Direct welfare programmes 

810 


5 Asset creation 

890 

8.1 

5.1 IRDP and reliled 

719 


5.2 NRYandPMRY 

171 


Total 

10934 

100.0 


Hides: I 60 per oem in JRY Drat stream f3090) which is 80 per cent of total JRY (3862) 

2 20peroentof lemllRY (3862) 

3 40 per cent in IRY friat stream (3090) earmarked for Million Wells Scheme and Indha 
Awas Yfijana. 

Smtixfi Table 4aaaiimptioAS stated above. 


■. ^13,'1995 
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syndrome which t$ most apparent in the 
employment generation schemes. They 
have been quantitatively expanded with 
progressively higher financial allocations 
without any attempt to reform or restructure 
them in the light of shortcomings evident 
from numerous evaluations. The same 
applies to the IRDP and the area development 
schemes. There has been no systematic 
attempt to learn from experience in these 
longstanding schemes. Tlie second is the 
bureaucratic tendency to extend and refine 
guidelines which have made the 
administration of these schemes increasingly 
cumbersome with little to show in terms of 
improvements at the cutting edge of ground 
level implementation. 

During and beyond economic adjustment, 
it is necessary to both increase the levels of 
social expenditures and to restructure the 
programmes so that whatever amounts are 
spent arc cost-effective. This will entail 
(a) an optimal mix of the different approaches 
to poverty alleviation such as employment 
generation, basic needs provision, welfare, 
asset creation, backward area development 
and social assistance, (b) reforms to 
individual programmes in the light of 
experience, (c) a clear delineation of the 
centre's role and (d) the involvement, to the 
fullest extent appropriate, of local bodies in 
the delivery of these programmes using the 
potential opened up m the 73rd and 74th 
Amendments to the Constitution. 

The first of these issues relates to the 
inter se priority to be given to the different 
elements of the anti-poverty portfolio so as 
to arrive at the most cost-effective 
composition of the entire package. Currently, 
nearly 60 per cent of the outlay on major 
programmes goes to employment generation, 
it is necessary to be clear whether effecting 
wage transfers to the poor via special 
employment schemes is an end in itself Or, 
whether employment generation is to be 
viewed as a by-product benefit in the process 
of creating durable communal assets or assets 
for individual pix>r households (such as wells 
and houses). In theory, the latter is the stated 
objective but there is enough evidence to 
show that in practice the thin spread of the 
JRY, without being underpinned by local 
level planning or consultation, results in a 
variety of distortions: non-durable rather 
than more permanent works are chosen; in 
many cases, works are abandoned incomplete 
and hew ones started elsewhere; and 
maintenance is sorely neglected. ^ What needs 
to be appreciated is that to the extent that 
durable assets are not created, transfers via 
wi^e payments perse are a very expensive 
and inefficient approach to helping the poor. 

I have discussed this in some detail elsewhere* 
and shall confine myself in this paper to the 
illustrative exercise in Table 6. It will show 
that out of one rupee spent in the JRY only 
14 paise is likely to reach the poor via 
effective net wage transfers. Three ^ 
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implications can be drawn from this: (i) if 
the obfective is only to effect transfers for 
the poor, other mo^lities such as welfare 
programmes for SC/ST, basic needs 
provision and social assistance (such as the 
transfers envisagedinthenewNational S(x:ial 
Assistance Scheme) are likely to be more 
cost^ffecti ve than the JR Y, (ii) employment 
works should, therefore, be strictly confined 
to the creation or maintenance of rural 
economic and social infrastructure based on 
the needs and potential for such works at 
the local level and (iii) from this standpoint, 
it will be desirable to abolish altogether 
'employment generation* as a programme 
category replacing it with categories related 
to the purposes (rural infrastructure, welfare, 
basic needs, backward area development) 
that are the desired final outcomes from 
employment generation and with direct siKial 
assistance transfers. 

The analysis in Table 5 can then suggest 
how the three other considerations we have 
outlined can be applied to the centre’s 
portfolioof major social sector programmes. 

(i) Of the five functional categories in 
which the outlays have been grouped, the 
schemes relating to welfare and basic needs 
can be transferred to the slates and made part 
of states’ plans, central schemes can be inte¬ 
grated with states’ schemes in these sectors 
extending or diversifying them. It could be 
suitably ensured that central assistance is 
additional to and does not displace normative 
levels of state’s own expenditures. No 
earmarkings are necessary for it can be 
presumed that the states will be as interested 
as the centre is in providing wells and 
houses to SG'ST, encouraging women's 
employment, eradicating illiteracy and 
providing water supply to no-source villages. 

(ii) The allocations foi area development 
(EAS, second stream of JRY, DPAP, DDP 
and wastelands development) can be 
transferred to NABARD’s fund for rural 
infrastructure development. Financing can 
then be on a area-specific, project basis 
combined with technical assistance inputs 
from the lARl institutions, state agricultural 
universities, ICRISAT, CRIDA and so on. 

(iii) Allocations for local economic and 
social infrastructure (roads, minor irrigation, 
social forestry, community buildings), 
currently available under the JRY first stream 
and the MP local area development scheme, 
can be entirely made over to the district and 
intermediate levels of Panchayati Raj 
institutions. They can retain a part of such 
funds at their own levels and allocate a part, 
as may be appropriate, to village panchayats. 
In the longer term, these allocations could 
be made statutory by including them in the 
terms of refeience to Finance Commissions. 
This is provided for in Article 280 (3) (bb) 
of the Constitution introduced as part of the 
73rd Amendment* 

(iv) This leaves out the IRDP. Numerous 
evaluations have established that the IRDP 


has degenerated into a thinly spread, poorly-* 
targetted, political hand-out involving 
considerable leakages and corruption. Also, 
the IRDP depends for about two-thirds of 
its funding on credit from commercial banks. 
In principle, financial sector reforms would 
call for the phasing out of this kind of 
administratively directed, high-default, 
subsidised lending. In these circumstances, 
there is a good case for winding up the IRDP 
and for replacing it with alternative lending 
modalities. One could be for projects, through 
NABARD or otherwise, for such purposes 
as dairying, livestock, hortiQ^re, poultry, 
fish farming. sericulturer''STn«ll-scale 
production and handicrafts. Such lending 
will be not to individual households but to 
groups of producers with special preference 
to the poor, SC7ST and women. Project 
lending of this kind can be complemented 
with technical assistance, input supply, 
disease control, quality upgrading, design 
inputs and marketing. The second modality 
will be small business loans in rural and 
urban areas for hou.schold or small-scale 
production, trade and services. The 
feasibility tor such lending on a group 
guaranty basis has been demonstrated in 
the Bangladesh Grameen bank and by 
NGOs in India such as SEWA in 
Ahmedabad and the Working Women’s 
Forum in Madras. The lime has come to 
institutionalise these experiments. 

The third modality will be credit for land 
purchases by poor households. This could 
stimulate and facilitate natuial market 
processes througli which land tends to get 
transferred from the rich to the poor. With 
increasing urbanisation and industrialisation, 
such processes are vi.siblc in many parts of 
India Landowning .sections lend to move to 
towns and to non-agncultural vocations 
convening in the process landed assets into 
investments in urban property, financial 
assets, professional education, etc. At the 
same time, there is some increase in 
surpluses available with tenants, small 
farmers and rural craftsmen. It is necessary 
for credit lo supplement their purchasing 
power so as to facilitate land transfers in 
their favour. 

To conclude, the economic reforms have 
been content to treat social expenditures as 
a residual. They have been ‘protected’ in a 
minimal sense in the central budget. Although 
the states are, and will have to be, responsible 
for the bulk of social expenditures, on their 
own or as agents in the centrally-sponsored 
programmes, no attempt has b^n made to 
evolve a narional policy for social 
expenditures. This will require an agenda for 
the reform and restructuring of major 
programmes which is integrated between 
the centre, the states and public financial 
institutions and is based on decentralised 
delivery, as far as feasible and appropriate, 
through Panchayati Raj institutions. The 
economic reforms will ^ seriously incom¬ 


plete unless more funds are allocated at dte 
centre and in the states for social expenditufes 
and concurrently whatever funds that arc 
available are put to the best use. 

Notes 

1 See in this connection, ILO (ARTEP) Social 
Dimensions of Structural Adjustment in India, 
New Delhi. 1992; S P Gupta (cd), 
Liberalisation: Its Impact on the Indian 
Ecimomy, Macmillan, 1993; S Guhan and K 
Nagaraj, Adjustment. Employment and Equity 
in India, ILO (forthcoming). 

2 The discussion paper pul out by the GOI 
ministry of finance (1993) on 'Economic 
Reforms Two Years After and the Task 
Ahead ’, for instance. refers to the importance 
of ensuring that the social costs involved in 
structural reform ‘do not fall heavily on 
those least able to bear them". The ‘social 
safety net' it envisages for this purpose 
includes the National Renewal Fund, the 
PDS and expenditures on employment 
generation, rural development, health and 
education 

3 The EPW itself has carried a number of 
articles on the subject. Most recently, a useful 
collection is the set of papers brought out 
by the UNDP Research Project on Strategies 
and Financing of Human Development in 
India for the Workshop on Food Security and 
the Public Distribution System sponsored by 
the Planning Commission (April 28-29,1995) 

4 The centre’s net transfers to states under all 
accounts (plan, non plan and revenue, 
capital) declined from 6 2 per cent of GDP 
in 1990-91 to 4 8 per cent in 1994-95 In the 
same period, the proportion of non- 
development expenditures to total expen¬ 
ditures in the states went up from about 25 
per ceni lo over .30 per cent. 

5 A SC7ST household can. for instance, hope 
lo get a well financed under the state's minor 
irrigation or welfare schemes or under the 
JRY (Million Wells Scheme) or under the 
IRDP and a house under a state welfare or 
rural housing scheme or under the JRY 
(Indira Awas Yojana), 

6 A detailed study of evaluations (official and 
non official) wih. reveal considerable 
variation.s between the earmarkings on paper 
for different purposes, different target groups 
(poor, SC/ST. women) and for the wage 
component in the JRY on one hand and what 
obtains in the field on the other Inter-state 
variations in these respects are also very 
wide. 

7 One of the most revealing evaluations in regard 
to employment generation schemes is 
S Mahendra Dev: Poverty Alleviation 
Programmes A Case Study of Maharashtra 
with Emphasis on the Employment Guarantee 
Scheme, Discussion Paper No 7, Indira Gandhi 
Institute of Development Research. Bombay, 
1992. 

8 S Guhan. 'Social Security Options for 
Developing Countries’, International Labour 
Heview, Vol 133. 1994, No 1. 

9 Article 280 (3) (bb) states that ‘it shall be die 
duty’ of Finance Commissions to recommend 
'measures needed to augment the Consolidated 
Fund of a State to supplement the tesoufoes 
of panchayats in the states on the basis of the 
recommendations made by the Finance 
Commission of the State*. 
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KSIIDC 

Now, 3 more reasons 
to approach it. 



MJL OF THEM - WITH THE ASSURANCE OF QUICK SERVICE. 


ICh laying its role as a catalyst for industrial growth in Karnataka, KSIIOC provides a whole package of 
services, apart from finance, to entrepreneurs. Now, there are three more schemes that entrepreneurs 
can make use of. And each of them are tailored to suit thieir needs. 


Mmrehant Banking and Financial Servicaa: 

The Coiporation has been accorded Category I 
Merchant Banker Status by SEBI and is fully geared 
to offer various services such as Public Issue 
Management. Underwriting of Shares, Direct 
investment under FI's quota. Leasing Finance, 
Coqx>rate Advisory Services etc. 

Equipment LaasimiQ Scheme: 

KSIIDC leases a wide variety of machinery and 
equipment on attractive terms, under this scheme, 
for established units having a good track record. 
100% finance iS possible and the lease rentals are 
totally deductible for tax purposes. Funds can be 
obtained at short notice with minimum of procedural 
formalities. 


Deferred Payment Guarantee: 

The Corporation provides guarantees against 
deferred credit for both indigenous and imported 
machinery, generally under the IDBI Bills 
Re*di8counting Scheme and similar schemes of 
Central Financial Institutions. 

/n adefftion to these schemes, KSIIDC, under an 
arrangement vdth IDBI, can now participate in 
expansion, modernisation and diversification projects 
costing lapto R$. 10 crores for existing units with 
good track record and sound financial health. 

KSilDC’a PACKAGE OF SERVICES: 

* Project Identification * Medium and Long Term Loans 

* Assistance in Single Window Clearance * Direct 
Equity Participation * Equipment Finance * Touriem 
Projects * Hospital/Nursing Home Finance ★ Nodal 
Agency for NRIs. 


Backing all these schemes is the promise of quick, friendly and efficient service. So, when you approach 
KSIIDC, you can be certain that your interests are in safe and sure hands. Besides, of course, the assuratKse 
that decisions will be prompt 


KSIIDC - Committed to industrial growth. 

Branch Offices 



KARNATAKA STATE 
INDUSTRIAL INVESTMENT & 
DEVELOPMENT CORPORATION, 


• No. 2909/2910, III Floor, Sunder Arcade, B.N. Road, 0pp. Suburb 
Bus Stand, MYSORE-570 001. Phone: 31944 / 25422 

a Enkay Complex, Keshavapur, HUBLI*580 023. 

Phc>ne: 364168 / 367233 Telex: 0665-^272 


'MSIL HOUSE', 36 Cunningham Road, 
Bangalore 560 052 
Ph: 2258131-33 
Fax: 91-80-2255740 


• 4lh Floor, Poonja Building, Annexe Lattragh, 
MAN6ALORE-57S 003. Phone: 457471 

• Plot No. 69, S.G. HadgH BuNdina Super Market. 
QULBAR6A-585 101. Phone: 24995 
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Presumptive Direct Taxation 

Lessons from Experience in Developing Countries 

Indira Ri^araiiian 

Presumptive norms can be used either to generate estimated income actuals, or potential income in terms of what 
is possible with average effort. This paper reviews their use in both forms as a base^broadening accretion to the structure 
of conventional income taxation in place in less developed countries. The paper covers both schemes that are not 
sector-specific, such as minimum asset-based taxes on corporate entities, as well as sector-specific levies on the hard- 
ta-tax sectors of agriculture, small business, and self-employed professionals. The^pi^ose of the exercise is to extract 
lessons in terms of both design and administration for India, which is engaged in a process of seeking sustainable 
fiscal correction as a part of the stabilisation and reform process begun in mid-1991. 


I 

Introduction 

THE use of presumption in direct taxation 
is receiving increasing attention today in the 
developing world as a part of the search for 
sustainable fiscal correction. 

Although **much remains to be done to 
systematise and evaluate’* the diversity of 
experience with tax reform in the developing 
world over the 1970s and 1980s (Bird> 
Casanegra 1992: 11J, key elements of 
consensus on reform directions can quite 
clearly be discerned.* One principal point of 
universal agreement is that no revenue 
improvement is possible if tax design fails 
to take into consideration the constraints 
faced by tax administration in developing 
countries in practice.^ Pervasive non- 
compliance in direct taxation has made the 
pursuit of vertical equity through global 
progression increasingly subordinate to the 
search for improved equity through 
expansion of the tax base [Khalilzadeh- 
Shirazi-Shah 1991:459 and Gillis 1989:18]. 
As the Chelliah Tax Reforms Committee 
concludes, '\..it becomes clear that equity 
would be vastly improved if wc could move 
towards less progression combined with more 
adequate coverage” [Chelliah Committee 
Interim Report 1991:35].' Expansion of 
coverage has been attempted in programmes 
of tax reform in one of two ways. One is 
schedular taxation through the greater use 
of final withholding at source.^ The other 
is presumptive taxation. 

This paper is a comprehensive survey of 
experiments with the use of presumption in 
cfiiect tixadoD in developing countries, with 
an assessment where possible of thei r success 
and replicability elsewhere. The survey is 
confined to the developing world, although 
podoM of presumption remain in use in the 
developed world, the best^-known of which 
is thePrench forfait pUyaraman-Singh 1995: 


Chapter IV]. Experience in India is briefly 
reviewed in the Appendix. 

Taxation based upon self-declared income 
actuals, aggregated and taxed on a global 
rather than schedular basis, is a replication 
in less developed countries of fiscal 
structures in countries at a different stage 
of fiscal evolution.' Developed countries 
have an income tax structure which is a 
product of evolution over the last two 
centunes away from presumption and away 
from schedular taxation.*" and while the one 
does not necessarily imply the other, those 
earlier approaches may be of greater 
relevance for the less developed economy 
of today.’ Presumption, with or without 
schedularisation, offers a way by which 
substantive base-broadening can be 
achieved in developing countries, given 
their economic structure, and given the 
information vacuum in which tax admini¬ 
strations in these countries are forced to 
function. 

Central to the idea of presumption is the 
notion of potential taxability, as something 
capable of determination independently of 
self-declaration by the taxable entity, on 
the basis of presumptive norms. In so doing, 
the presumptive approach improves the 
technological capability of the tax 
administration to handle larger numbers of 
taxpayers without the self-defeating 
incremental cost ofattempting to do so within 
the existing system. Scarce administrative 
talent is best deployed in the devising of 
presumptive norms applicable to non-filers 
and under-declared returns, that will survive 
tests of justice and fairness, rather than in 
the individual pursuit of each entity unbacked 
by guidelines. 

It is a commonplace in the taxation 
literature to re^commend presumption in 
.some form for the vast informal sector of 
small business, agriculture and service 
sector enterprises. The difficulty of taxing 


these sectors, collectively termed the 'hard- 
to-tax’, is universal. Even in Japan, a 1984 
study tested and confirmed the popular 'ku- 
ro-yon’ or ‘ninc-six-four’ perception that 
compliance among wage/salary earners, 
non-farm self-employed, and farmers was 
90 per cent, 60 per cent and 40 per cent 
respectively [Shoup 1989:206]. In the class 
of developing countries, the percentages for 
the last two are much lower [Soos 1991: 

113-20]. All components of the hard-to-tax 
are by no* means small [Bird 1983:10]; 
indeed, some evasion-prone occupations 
include the highest income recipients in any 
country. What makes an activity hard-to-tax 
is not size so much as the unavailability of 
information on the basis of which to verify 
self-dcclaralion. Even so, were presumption 
to be confined to these conventionally 
sanctioned sectors, its contribution in a 
revenue sense might be regarded as peripheral 
rather than central. 

What has moved presumption to centre 
stage in recent years is its possible use with 
respect to large corporate taxpayers. In any 
tax system, there is groupof taxpayers 
who together make the largest revenue 
contribution, aggregating across direct, 
indirect and withheld levies. It is now an 
accepted dictum that concentration of 
administrative attention on these large 
taxpayers is likely to yield the highest 
incremental reward to effort. 

At the same time, the need for applying 
presumption to the hard-to-tax* is not to 
be lightly dismissed on either revenue or 
other grounds, although the information 
vacuum is such that it is impossible to make 
even a rough estimate of the likely revenue 
yield. An attempt is made, however, in 
Appendix 1 for the legal profession in India, 
on the basis of the notoriously underestimated 
National Accounts data. The use^ of 
presumption to improve compliance in the 
services sector has to be accompanied by an 
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explicit list of exempt occupations, such as 
street services for example.^ The purpose of 
introducing presumption is to improve the 
progressivity of the tax structure, not to 
worsen it* 

Along with presumption, developing 
countries have also turned increasingly to 
schedular taxation through final withholding 
at source. This paper covers these only to 
the extent of schemes for presumptive final 
withholding. Presumption and schedul- 
arisation are both source-specific, but the 
one does not necessarily imply the other. 
The presumptive income from a certain 
source can be merged with all other income 
of a taxable entity to yield an aggregate 
taxable globally. Likewise, schedularisation 
can mean use of final withholding at source, 
without any accompanying presumption. 
Final withholding reduces the need for 
filings and so releases administrative 
manpower for deployment in more revenue* 
productive tasks. Thus schedulaiisaiion, 
while not a necessary accompaniment to 
presumption, may be a useful complement 
in the ultimate task of maximising the 
revenue-productivity of administrative 
resources. A new development of recent 
years is a provisional withholding, which 
can be credited towards either direct or 
indirect lax liabilities, or both."’ This calls 
for some Hexibility in tax administration, 
which is often divided in developing 
countries into mutually independent channels 
for the collection of diicci and indirect lax 
revenues. 

Presumption can coexist 1 11 cor. vcniional 
assessment as a minimum levy, oi as a final 
levy that is cither globally merged or a 
schedular supplement. There is no ai gument 
for replacing the conventional income tax 
structure already in place, although 
suggestions for wholesale replacement can 
be found in the literature lAllais 1977 and 
Erbas 1993]. ITie closest to wholesale 
replacement of conventional assessment by 
presumptive taxation was that attempted in 
the Bolivian tax reform of the mid-1980s, 
described along with other country cases in 
Section IV. 

Section II of the paper defines presumptive 
norms and indicators. Section III examines 
efficiency and equity aspects of presumptive 
taxation, and legal issues. 

Pre.sumptive taxation is levied to combat 
avoidance; evasion buttressed by high costs 
of veriiication and detection; and 
compliance difficulty, because of the nature 
of the activity or perhaps at the lower 
income reaches, ignorance of procedures. 
These objectives will provide the 
framework for the survey in Sections IV 


to VI of experiments with presumptive 
taxation in the developing world. Section 
IV. 1 covers general asset-based presumption 
applied to the corporate sector, where the 
principal objective is to plug avoidance. 
Although for the most part directed at 
incorporated business, some levies extend 
right across the business spectrum to 
proprietorships, and in the case of the 1989 
Mexican minimum asset-based tax even to 
individuals with loans to business enterprises. 
Section IV.2 covers general asset-based 
presumption applied to individuals, where 
the objective is to plug evasion of wealth- 
derived income. Sections V and VI cover 
respectively agriculture, and small business 
and the tertiary sector, where there is a mix 
of compliance difficulty and intended 
evasion. Section VII concludes the paper. 
Appendix I is a brief examination of the 
scope for the application of presumption 
in India. 

II 

Defining Norms and Indicators 

Presumptive norms establish the link 
between tax liability and ob.scrvable entity- 
specific indicators. Credible presumptive 
norms require that indicators be chosen 
specific to each sector or occupation, and 
that the norms themselves be established on 
survey or other objective evidence. A levy 
that is not arrived at on some such 
objecti VC basi s docs not cam the presu inpli vc 
label." 

Criteria that come into play in the .selection 
of indicator arc case of observation; 
difficulty of concealment, falsification, or 
substitution; and stability in relation to 
income. The same indicator may be more 
easily amenable to concealment and therefore 
less suitable for some occupations than for 
others. 

The type of i ndicator selected determines 
the form of presumption chosen. One class 
of indicators con.sists of measures of entity- 
specific flows at cither the output or input 
ends of the activity. This estimation 
approach retains actual activity as the 
basis for taxation, and departs from 
conventional income taxation only in that 
actual income is estimated independently 
of self-declaration. 

A second class of indicators consists ot 
stock measures ot ‘.ncomc-gcnerating 
capacity, in terms of what is possible with 
average or normal effort rather than as a 
frontier, without any reference whatever to 
actual current flows. Such capacity-based 
presutnption may use as an indicator either 
the aggregate asset-ba.se of the enterprise 


measured in financial terms, or a physical 
measure of one or a few key assets 
indicative of scale of operation. Where the 
asset-base is embodied human capital as 
in the case of self-employed professionals, 
the indicator has to be some proxy 
measure such as type and level of formal 
qualification, in conjunction perhaps with 
years of professional experience. 

A third type of presumption, where no 
entity-specific information of either the 
flow or stock varieties can be accessed, is 
based on an income average across 
enterprises. This type of flat presumption 
results in a uniform levy per enterprise. 
What-distinguishes this from a licence or 
other such flat fee and qualifies it for the 
'presumptive’ label is that there should be 
an explicit underlying exercise based on 
survey or other evidence establishing 
average taxable income for the activity in 
question. 

Thus, there arc three possibilities: 

(a) Estimation, based on flow indicators. 

(b) Capacity-ba.sed presumption, based on 
stock indicators, 

(c) Flat presumption. 

The terms presumption and presumptive 
norms will be used quite generally in this 
paper to cover all three. 

m 

Efficiency, Equity and Legal Aspects 

I'here are two approaches, somewhat 
orthogonal mutually, to the theoretical 
treatment of presumption. In the first, there 
is seen to be an efficiency advantage to 
presumption based on potential income, 
i e, capacity-based or flat, over taxation of 
income actuals, whether c.stimated through 
presumptive norms or based on self¬ 
declaration, deriving essentially from 
neutrality with respect to the work-leisure 
choice. Although well-known,'^ it is 
restated in sub-section 111.1. 

In the second approach, it is income actuals, 
accurately measured and reduced by 
individual-specific corrections for ability to 
pay, that is the theoretically ideal base of 
taxation. Presumption is a second-best, 
carrying the cost of divergence from the 
horizontal equity ensured by the perfect 
income tax, but possibly yielding benefits 
at the margin that might make it preferable 
under certain values of the relevant 
parameters. This will be covered in sub¬ 
section III.2. 

Sub-sections 111.3 and 111.4 covers 
practical considerations that arise in the 
choice of indicator, and legal issues 
respectively. 
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in. l i^ciency advantage of presumptive 
taxation of potential income: work/ 
leisure neutrality 

The potential income approach prescribes 
a flat absolute liability per unit capacity, or 
per entity in the case of flat presumption, 
with a marginal tax rate with respect to 
incremental actual income [from the 
presumptive source) of zero. 

Formally, using the notation and model 
developed by Sadka-Tanzi (1993): 

If z = yn; where z: actual income; y: effort 
index; n: normal income; 
then n = z for y = 1; and dz/dy = n 
Thus normal income, n, is what actual 
income, z, is at normal effort (y = 1); n is 
also the marginal productivity of effort in 
terms of actual income. 

The consumer maximises utility, u: 
u = u(x,y); where x; consumption; and y: 
effort index; 

du/dx > 0; du/dy < 0;(Fu/dx^ < 0; d^u/dy^ < 0; 
subject to X = z - T; where T = total tax 
payable. 

Thus, consumption, x, equals total post-tax 
income. 

If actual income, z, is the tax base: 

T = T^ (7); =:^T = T^ (ny); 

Thus, x = ny - T^ (ny), 

=> dx -= [n - drrj f)y) dy 

Whereas, if normal income, n. is the tax 
base: 

T T^ (n), Where the presumptive taxation 
function T^^ can incorporate any desired 
degree of progressivity with respect to 
potential income; 

Thus, X = ny - T^ (n) 

=> dx = n dy 

Thus, taxation of potential income does 
not reduce the pre-tax marginal productivity 
of effort. By contrast a conventional, or 
estimated, levy based on actual income lowers 
the marginal reward of effort. A corollary 
of this is that the optimal tax on actual 
income is not necessarily progressive, 
whereas the optimal tax on normal income 
is necessarily progressive [Sadka-Tanzi 
1993:69]. 

Implicit in the Sadka-Tanzi actual income 
function is a production function with an 
exogenously given endowment of capital, 
which is activated only by effort; z = 0 when 
y = 0. If K is the exogenously given 
endowment of capital, tangible and 
intangible. 

z =£ pq ss p [f (Ky)), where p is price and 
q quantity of output. On the assumption of 
a constant returns to scale function, we have 
z/K = p Ig (y)]. 

Thus, normal income per unit endowment 
of K can be determined at y = t. K is the 


occupation-specific asset indicator. The 
total tax liability of an entity is determined 
by its scale of operation in terms of units 
of K. 

Presumption can also be applied without 
occupation-specificity, on total assets 
aggregated in value terms. A special case 
of this is the minimum asset-based levy on 
corporations (with offset against actual 
income tax, and therefore not an ‘add-on'),‘’ 
based on a minimum presumptive rate of 
return. A presumptive levy, even as a 
minimum, cames an efficiency incentive, 
where a minimum add-on does not. Until 
the prescribed benchmark rate of return is 
attained, the incremental tax on income 
actuals is zero. Firms or individuals earning 
rates of return on assets below the minimum 
presumed pay an implicit tax on income 
actuals at a rate higher than the prevailing 
corporate income lax rate, which increases 
the greater the performance shortfall.'^ 
The Mexican design carries an incentive 
even for returns in excess of the minimum 
and for the accurate reporting thereof 
(see Section V.l). 

Any minimum levy on businesses, 
whether presumptive or add-on, raises the 
marginal effective rate of tax (MERT), and 
therefore depresses investment incentives 
However a recent study of this effect, 
explicitly incorporating uncertainty, 
establishes through simulation that the 
MERT increases much fa.ster with uncertainty 
within conventional corporate taxation than 
with the introduction of a minimum levy 
[Estache van Wijnbergen 1992]. This is 
because the conventional corporate tax gi ves 
the government an equity share only of 
positive profits and not of losses, and the 
minimum tax is merely an additional put 
option on the equity share giving further 
downside cover. If the enhanced revenues 
from a minimum corporate levy can 
contribute significantly to macro-economic 
stability, and hence to stability of corporate 
profits, there could be an overall fall in the 
MERT, even though the direct impact of the 
minimum tax increases the MERT [Estache > 
van Wijnbergen 1992:15-19]. 

Corporate minimum taxation can also 
be turnover-based. A turnover base, 
however, when applied at a flat rate 
across all sectors of industry, lacks the 
economic justification that an asset base 
has. The rate of return to capital, adjusted 
for differences in risk, should in principle 
be equated across sectors by capital flows, 
unless impeded by entry barriers. By 
"contrast,, it is impossible to prescribe a 
uniform share of taxable income in total 
turnover across all sectors. 


Among the class of studies that comirtetid 
the efficiency properties of presumptive 
over statutory taxation mention should be 
made of one already cited above for its 
recommendation of presumption as 
suitable for global rather than just 
selective sources of income (Erbas 1993]. 
Following from this recommendation, 
Erbas investigates whether presumptive 
taxation of global income would contri¬ 
bute to macro-economic instability 
because its ex ante determination robs it 
of the automatic stabiliser property of 
standard progressive taxation. The results 
of such investigations are so closely a 
function of mode! specification that it is 
impossible to accept any unqualified 
conclusion; within the Erbas framework 
of rational expectations, presumptive 
taxation actually works out to be more 
conducive to macro-economic stability 
under certain values of the relevant 
parameters. 

II 1.2 Presumption as a second-best 

If the starting premise is that the ideal 
measure of ability to pay is the individual’s 
gross income reduced by individual-specific 
itemisable deductioas, presumption becomes 
a second-best option which trades off the 
accuracy of tax-base measurement against 
the cost of that measurement. Slemrod- 
Yitzhaki ,(1994) identify the parameters 
governing the optimal presumptive tax, 
where it is presented as an option to be 
exercised by the taxpayer. The particular tax 
considered is the standard deduction, which 
in the US is an alternative to the claiming 
of itemised deductions. The optimal level 
of the standard deduction becomes that 
which equates at the margin the benefit, in 
terms of the saved resource cost of claiming 
and venfying itemised deductions, and the 
cost, which is the social price of the 
divergence from the horizontally equitable 
ideal on account of taxpayers opting for the 
standard deduction. The model can be 
operationalised if the joint distribution of 
incomes and itemisable deductions, and the 
costs of collection including compliancy 
costs borne by the taxpayer himself, arc 
known. Although the social price placed 
upon divergences from ideal horizontal 
equity is not objectively measurable, the 
model can be solved for it on the assumption 
that the given level of presumption, the 
standard deduction in this case, is optimal. 
Slcmrod-Yitzhaki (1994) do this with US 
income tax data, on the assumption that 
there is zero evasion. 

The model is clearly generalisable to other 
forms of presumption, but the introductkm 
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of evasioncould alter the result. Specifically, 
as is frequently the case in developing 
countries, if there is regressive enforcement 
of the income tax among salary recipients 
who are at the lower end of the income scale, 
the introduction of presumption would 
actually constitute a move towards, rather 
than away from, horizontal equity. Another 
way of stating the same thing is that, for a 
typical developing country, the resource 
costs for a zero-evasion enforcement of the 
horizontally ideal tax are so high, that the 
costs of departure from that ideal through 
presumption are negligible by comparison 
at any reasonable valuation of the social 
price of divergence from the ideal. 

III.3 Choice of indicator 

There remains the necessity of ensuring 
that any use of potential income must not 
violate notions of justice as perceived by the 
taxpayer. This may be more a function of 
equity within than across professions. An 
unstratified levy with a marginal tax rate of 
zero might be perceived to be grossly unfair, 
if incomes arc seen to be a function of 
environmental factors unrelated to personal 
effort. 

In the model in Section 111,1, actual 
income per unit endowment, z/K, is a 
deterministic function of effort alone; in 
practice, there is a stochastic element, and 
a host of qualitative environmental 
variables, of which location is only one, 
which enter along with effort into the 
determination of actual income within a 
particular profession or occupation: 
z/Kj = a + I P^d,^ f(y^) + e for the ith 

taxable entity, where d,^ are a set of 
dummy variables for the qualitative 
enviro-nmental factors, j = 1 ,...n; and e^ is 
the error term. It is only in those profes¬ 
sions where the levy is stratified with 
respect to all significant environmental 
factors, and where the systematic 
component of actual income is large vis- 
a-vis the stochastic component, that 
presumption can be intra-occupationally 
equitable, and be perceived to be so. In 
practice, since the effort variable y is 
difficult to observe or proxy, the empirical 
basis for any levy based on potential income 
is a simple average across all levels of 
effort, with intercept dummies for location 
^and other qualitative factors influencing 
income. 

Finally, although the need for 
stratification has been prescribed in the 
context of presumption based on potential 
income, it applies equally to presumptive 
norms used for the application of estimated 
taxation. 


In the production function discussion of 
Section Ill.l, the presumptive indicator has 
been assumed to be indicative of production 
capacity in terms of factor endowment. 
The use of consumption indicators like 
quality of housing for example is also 
possible, but not advisable. Consumption 
patterns are not sufficiently uniform or 
stable that one or a few non-concealable 
items of consumption can be related to 
total income in a way that is presumptive 
rather than capricious. 

Indicators used for estimation or 
presumption of potential income, must 
necessarily be occupation-specific, but it is 
possible nevertheless to list some desirable 
properties of quite general validity: 

(1) Prevention of avoidance/evasion: In 
general, the class of stock indicators used 
for capacity based presumption carries 
lower substitution and concealment 
possibilities than flow indicators, although 
this may be more true of immoveable 
assets like land than moveable assets like 
livestock [Bird 1970:90]. Some flow 
indicators like electricity and water 
consumption also carry low substitution 
possibilities, and may be easily observed 
if information routinely collected for other 
purposes, such as utility billing, can be 
easily transferred for use by the tax 
administration (although there always 
remains the possibility of usage of these 
inputs through unmetered channels). 

In the class of flow indicators, turnover 
is easily concealed [Ahmed-Stern 1991:277), 
much more so than inputs in general.'^ 
Within the class of inputs, the indicators 
chosen must not bias factor or input choice. 
The most pernicious estimation indicator to 
use, especially in labour-abundant 
developing countries, is labour usage. This 
immediately invites a change in labour 
contracts away from direct employment.'^ 

(2) Physical or value specification of 
indicator: In the class of asset indicators, 
valuation is unavoidable where presumption 
is based on total assets, but where a single 
asset like land is used, specification in 
physical terms avoids valuation problems. 
Schemes of the sort suggested by Allais 
(1977) for expropriable sclf-dcclaraiion are 
ingenious,'" but hard to administer. 

(3) Asset ownership or asset operation: 
Asset ownership as a base of presumptive 
taxation places the burden of tax liability 
upon the owner. This would be shiftable 
in an asset-leasing transaction in accordance 
with elasticity parameters. If the price 
elasticity of supply of leased land is lower 
than that of demand, as is plausible, the 
levy will be largely borne by the supplier. 


and the equilibrium quanuim leased will 
decline. Presumption based on asset 
ownership is likely therefore in the presence 
of the assumed elasticity configuration to 
be detrimental to leasing, which in the case 
of agricultural land may be an objective 
independently desired; most reported cases 
of presumptive taxation especially as applied 
to agriculture are based on ownership.'^ In 
general, however, the choice of asset 
operation (or occupancy in the case of 
housing) rather than ownership as the tax 
indicator will be more neutral in its impact 
on leasing and factor flows, and is preferable 
for that reason.^ 

111.4 Legal issues 

Estimation approaches, where presump¬ 
tive norms are used to generate income 
actuals independently of self-declaration, 
amount to a standardisation of the provi¬ 
sion for *best judgment’, which exists in 
most conventional tax systems as an 
assessment prerogative over self-decla¬ 
ration. Thus estimation might not seem 
prima facie to require special legislation 
for its introduction. However, it has to be 
remembered that the threshold for the 
application of best judgment is a filed tax 
return, so that some additional legal 
provisions may be needed for the appli¬ 
cation even of estimated taxation to tho.se 
not voluntarily filing. 

The need for legal sanction for presumption 
based on potential income may be even 
greater,^' although even here there is no 
departure from the principle of taxation 
according to ability to pay. In the words of 
one expert, “The essence of the presumptive 
method is to assume that taxable income is 
related in relatively fixed ways to some 
factor (or factors) which can he more easily 
verified than income itself’ [Bird 1970:89]. 
The shift is not one of principle, but one of 
the basis of measurement.^^ 

The legality of the levy is closely linked 
to the rebuttability of it. It seems clear that 
presumptive norms will be robust in the 
face of legal challenge only if they 
remain at all times an option, uiih the 
alternative of self-declaration available to 
those who satisfy in full a stringent book¬ 
keeping requirement. The right to rebut 
has to be backed by satisfactory books 
of accounts, where what is satisfactory 
must be statutorily prescribed, including 
occupation-specific prescriptions of 
permissible non-accountable expenses. At 
the same time, the norms themselves have 
to remain legally inviolable, without any 
provision for negotiated adjustment to 
entity-specific conditions. If adjustment for 
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entity^speciAc environm^Ul consider^ 
ations is permitted and widely used, the 
system approaches taxation based on 
income actuals,and loses the administrative 
advantages of using presumptive norms. 
Any attempt to improve the acceptability 
of presumptive norms through understating 
invites entrenchment of interest in special 
tax treatment. 

Another possible legal solution might be 
to differentiate presumption altogether from 
income taxation, and to prescribe 
presumptive levies in lieu of income tax. 
The difficulty is that unless this option is 
available to all occupations, it is open to 
serious challenge on the grounds of inter- 
occupational inequity. 

IV 

Experience in Developing 

Countries: General Asset-Based 
Presumption 

IVA. Assehhased presumption: corporate 
entities 

Corporate income lax legislation all over 
the world, no matter how streamlmed at 
the outset, acquires an adhesive accretion 
of special concessions and provisions 
over time. A secondary interest group 
develops, in the form of lax planners 
skilled in the arts of tax minimisation 
within the framework of what is legally 
permissible. Profit-making 7cro-tax 
compands are a worldwide phenomenon. 
An indirect attack from the flank through 
presumptive taxation may succeed where 
a direct attempt to expunge special 
concessions may fail, and serves also to 
plug evasion, such as for example, through 
transfer pricing by multinationals. It is far 
easier to put a floor on such practices 
through presumption than to attempt a 
direct attack through construction of 
arm’s length prices. 

Table 1 presents a summary of asset- 
based presumptive levies currently in force 
in the developing world. The recent spate 
of these undoubtedly owes its parentage to 
the 1982 U.S. corporate alternative 
minimum tax, which however was neither 
presumptive nor asset-based.^^ Assets are 
the usual but not the only possible base 
upon which to rest presumption of corporate 
taxability. French corporate presumption, 
and by extension that in Francophone 
Africa, is based on turnover rather than 
assets, with rates fixed by turnover slab.^^ 
However, because turnover-based presump¬ 
tion^^ carries no theoretical justification 
when applied across all sectors of industry 
(Section III.l), the review that follows is 


confined to the asset-based levies listed in 
Table 1. 

Asset-based minimum alternative taxes 
(MATs) arc quite distinct from asset-based 
minimum add-ons, which are not 
presumptive in intent and are levied in 
addition to conventional income taxes with 
no crediting provision. Minimum add-ons 
are not the same as property taxes either.^^ 
From a purely revenue viewpoint, there is 
no reason for choosing a MAT over a 
minimum add-on. As was seen in 
Section III. 1, however, a MAT contains an 
efficiency incentive, where a minimum add¬ 
on docs not. With the Mexican MAT model 
(see below), even taxes in excess of the 
minimum in one year can be carried back 
and set off against the minimum taxes paid 
in excess of actuals in a past shortfall year, 
so that firms are urged to strive for the 
minimum rate of return on average over the 
business cycle rather than every year. 
Final presumption: The only example of a 
final presumptive levy, substituting 
completely for a conventional corporate 
income tax, is that introduced in Bolivia 
with the tax reform of 1986. Final levies of 
this type arc not eligible for foreign tax 
credits under tax legislation presently in 
force in the major home countries of 
multinationals.^'* 

At 3 per cent‘’^ of net worth, the Bolivian 
levy rale on assets is the highest among those 
in Table 1.3'licrc is however some latitude 
in the timing of the payment.'*’ Three 
exempted sectors (electric utilities, mining 
and petroleum) continue to be taxed on 
income in the conventional way, at rates 
between 30 per cent to 40 per cent. Despite 
its seventy, the Bolivian levy seems to have 
been accepted, although this acceptance may 
have been a function of the extreme macro- 
economic chaos that prevailed at the time 
of Its introduction. Together with other 
starkly simple measures introduced in the 
fiscal package of 1986, it was an outstanding 
revenue success." Problems with its 
functioning, such as that it removed the 
incentive to report accurately expenses 
including payroll [Byrne 1994: 537j, 
leading to base erosion in levies such as the 
VAT supplementary (see Section IV.2), are 
not the reason for its expected conversion 
to a MAT, which is a result merely of the 
lack of an international agreement on granting 
foreign tax credits for income taxed 
presumptively. 

Presumptive minimum: Because of the 
foreign lax credits requirement, minimum 
presumptive levies are designed so that the 
conventional corporate income tax remains 
payable in loll with a crediting provision 


against the minimum asset-based tax» rather 
than the other way around. Where it is the 
other way around, as in Venezuela and 
Ecuador (see notes VI and E2 to Table 1), 
the problem with securing foreign tax credits 
remains, given the present structure of 
corporate tax legislation in the US and other 
home countries.'^ The levy rate on assets 
divided by the parallel income tax rate yields 
the underlying presumption regarding 
minimum rate of return." In Colombia and 
Nicaragua, the minimum presumptive rate 
of return is explicitly stated, and there is no 
prescribed levy rate on assets. 

Mexico in December 1988'^ enacted the 
first of the MAT wave in l.^tin America, 
from which the only prominent countries to 
have abstained arc Chile and Brazil. The 
Mexican levy invited followers because it 
was an unqualified revenue success and 
proved to be robust in the face of legal 
challenge [McLces 1991a: 118]. Mexican 
corporate income tax collections increased 
spectacularly after the MAT," even though 
the direct collection under MAT remains 
only 5 per cent to 8 per cent of the total. 
It must be remembered that because of the 
design dictated by the need to facilitate 
foreign tax credits, direct revenue collections 
under MAT are recorded only for the excess 
of the minimum over actual liahilities in any 
year, and are therefore not indicative of its 
total contribution towards corporate 
collections by way of the spur to better 
performance and more accurate reporting 
of actual incomes. In the words of Diaz, 
the architect of the Mexican assets tax, the 
MAT IS “one of the few taxes the success 
of which is measured by how little is 
collected” [Byrne 1994:534]. 

There are clearly two essential require¬ 
ments for the revenue success, in terms of 
total corporate collections, of a MAT. First, 
the threshold minimum laie of return on 
assets must be near enough to, preferably 
at, (he average pre-levy rate of corporate 
return, to serve as an adequate efficiency 
incentive." Secondly, the design or admini¬ 
stration of the lax has to carry an incentive 
for accurate reporting of actual income. 

Both requirements were met in the Mexican 
case. The rate of asset levy was maintained 
at its initial rate of 2 per cent through the 
many amendments of the law since its first 
introduction from January 1,1989.'^ A drop 
in the corporate tax rate from 35 per cent 
to 34 per cent in December 1993 left the 
levy rate on assets unchanged, which suggests 
some flexibility in the presumed minimum 
rate of return in the neighbourhood of 6 per 
cent. In October 1994 a tripartite pacto 
between business, workers and government 
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Tablc I: Asset^Basbd PussuMmvE Taxation of Corporate Income in Develohno Countries: 1994* 


Country 

(J) 


Parallel 
Income Tax 
Rate 
( 2 ) 


_ Piesumptivc Tax _ 

Coverage Asset Base* l^evy Rale 


Presumptive 
Rate of Return 
(Col 5-r Col 2) 
( 6 ) 


Carry 

Back** 

(7) 


Special Features 

(8) 


Final 


Bolivia 

(1986) 

i None 

ii 30-40 
per cent 

All except (ii) Net worth 
(year end) 

Elect; mining; less (a) 
petroleum 

3 per cent 

None 



a Non-commercial, non-industrial assets, 
b Presumptive property taxes can be credited, 
c Minimum tax on mining - 2.5 per cent of turnover. 





Provisional Minimum Alternative (MAT)# 


Mexico 

(1988) 

34 per cent 
(see Ml 
and M2) 

All except 

financial 

sector 

Total assets 2 per cent 
(year-average) (see M2) 
less (a) 

(sec M3) 

S.88 per cent 
(see Ml and 
M2) 

10 years 

a Debt owed to non-financial institutions, 
b Applies to non-corporate business including indi¬ 
viduals with loons to businesses (except for small 
business). 

c Grace period: 3 years (see M3). 

Argentina 

(1989) 

30 per cent 

i All except 

(ii) 

li Financial 
sector 

Total assets 
(year end) 
Total assets 
(yeaf end) 

1 percent 

0.4 per cent 

3.33 per cent 

1.33 per cent 

None 

None 

Imposed for 9 years January 1. 1990; Abolished 
September 1, 1993 for primary and construction in 
some regions, w c f June 30.95 for all others. 

Nigeria 

(1990) 

35 per cent 
(see N2) 

All > 4 years 
old 

Total assets 
(see N3) 

0.5 per cent 

1.43 per cent 

None 


Peru 

(1992) 

30 per cent 

All 

Total assets 
(year end) 

2 per cent 

6.67 per cent 

None 

Sec PI 

Venezuela 

(1993) 

20-30 
per cent 

All 

except(b) 

Total assets 1 per cent 

(year-average) 

lc.ss (a) 

3.33-5 
per cent 

Carry 

forward; 

3 years 
(see VI) 

a Investments in shares of other companies; assets 
used for exempt incomes (b); sec also V2 
b Public sector, charitable, price regulated products, 
pnmary sector; residential property; exports 


c Applies to non-corporate business 
d Grace penod; 3 years. 


Ecuador 

(1993) 

25 per cent 
(see £1) 

All 

Total assets 
(opening) 
less (a) 

1 percent 

4 per cent 

Canyfonvard a Current liabilities. 

(see E2) 

Nicaragua 

(1994) 

30 per cent 

All 

New worth 
(opening) 

(see N1) 

4 per cent 

None 

Colombia 

(1974; 

seeCI) 

30 per cent 
(sec C2) 

All except 
price- 
controlled 
sectors 

Net worth 
(opening) 
less (a) 

(sec C4) 

• 5 per cent 
(sec C3) 

None a Shares/partnerships in Colombian coippanies; non¬ 

productive assets Also catastrophe-exemption 
b Applies to all including non-corporate business. 


General Notes: $ Total assets include fixed assets net of depreciation. 

* As at the time of writing All features as presently in operation may not have prevailed at the date of introduction. 

The typical MAT design calls for payment of current income tax in full, with credit against current MAT. MAT thus becomes 
payable only if it exceeds current income tax. Where carryback exists, any unclaimed credit in excess of current MAT can be 
credited against MAT paid in previous years, and a refund obtained. Sec also VI and E2. 

# Provisional in the sense of not constituting final settlement of income tax liability for the year. The Minimum Alternative Tax 
(MAT) is to be distinguished from a minimum add-on superimposed on the corporate income tax with no crediting provision. 
There may be requirements of advance payment in respect of both the alternative tax and the corporate income tax. 

Country Notes: The references in parentheses are to country note numbers that follow: 

Colombia: (Cl) The provision has undergone manyjiew changes since its introduction in 1974 as an 8 per cent presumed minimum rate of 
return on assets of all taxable entities, corporate and individual. 

(C2) There is a special surcharge of 25 per cent on the corporate income tax which can be token as a deduction on taxable income. 
(C3) The rate is scheduled for further reduction to 4 per cent in 1994, but Price-Waterhouse reports the present rate at 5 per cent. 
(C4) There is no prescribed levy rate on assets. The presumed rate of return on assets is taxed at the prevailing corporate income 
tax rate. 

Ecuador: (El) The oil sector is taxed at 44.4 per cent on distributed, and 25 per cent on undistributed profits. 

(£2) The Ecuador MAT is legally a basis for estimated tax payable in advance. It is non-refundable, but can be credited against 
future income tax payments. In design this poses even more of a problem than the Venezuelan from the foreign tax credits 
viewpoint since unltkethe Venezuelan, it is the estimated tax that is payable in the first instance. However, since the rate of 
levy is low, actual payments are likely to exceed estimated payments in most cases. 

Mexico: (M1) The corporate income tax rate of 34 per cent is reduced to 17 per cent for primary sector activities and book publishing; 25 

per cent if these activities are 'industrialised*. A 2 per cent asset-based levy on these sectors implies presumptive rates of 
return of 11.76 per cent and 8 per cent respectively. 

(M2) The October 1994 tripartite pacto between business, workers and government reduced the levy rate to 1.8 per cent along with 
a reduction in the corporally income tax rate whose extent is not known. The pacto may have been revised after the macro- 
economic crisis of December 1994. 

(M3)Taxpayers can elect to use the asset base for the second preceding year instead of the current year. This allows for a two-year 
lag in taxability at times of business expansion. 

iConld) 
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Taile I : AsseivBasbd Pkesumptive Taxation op Corporate IncxmiIE in Deveiopino CouNnues: 1994* {Cantd) 


Nicaragua: (Nl) As in the case of Colombia, there is no asset levy rate, only a presumed rate of return to which corporate income tax rates 
apply. 

Nigeria: (N2) New companies below a turnover threshold are taxed at 20 per cent. 

(N3) Operates a four-base tax of immense complexity. The minimum tax is on business more than four years old, and is the 
highest of two levied on different asset bases (0,5 per cent of total assets; 0.25 per cent of paid-up capital) and two 
others (0.5 per cent of gross profits; 0.25 per cent of turnover). On turnover in excess of an absolute threshold, the rate is 
halved. 

Peru: (PI) Until the end of 1993 there was a 2 per cent capital tax on net worth imposed as an add-on, which however could be credited 

against the MAT. This complication does not now exist. 

Venezuela: (VI) An exception to the typical MAT design in that excess assets tax paid can be carried forward for credit against income tax 
payable in excess of the MAT in future years This design reduces foreign tax credits claimable by multinationals to the extent 
of the carry forward 

(V2) Also assets used to provide public utilities and mass transit. Some of these exemptions are for a fixed term after which 
they arc taxable. Deposits of financial institutions (banks and insurance companies) are deductible only to the extent 
of "monetary" assets, which arc defined as bolivar-denorninated debt securities (equity .securities are in any case 
exempt). 

Source' Price Waterhouse (1994); Byrne (1994); McLees (1991a and 1991b). supplemented with reference to country sources where 
possible. 


dropped the rate for the first time, to 1.8 per 
cent, along with a further reduction in the 
corporate income tax rate; the pacto may 
have been further revised in response to the 
subsequent macro-economic crisis in 
Mexico. 

The base of most of the levies in Table I 
i.s total assets rather than net worth. In the 
Mexican case, it was total assets less 
disintermediaied debi.^*' Surprisingly, the 
MATS which followed the Mexican, with 
the single exception of Peru, ail adopted a 
much lower rate of return as the presumed 
minimum, despite what was in most cases 
a larger tax base (Table 1). Peru alone 
presumed a higher minimum rate of return 
of 6.67 per cent , but because of a lower 
parallel corporate (ax rate, the levy on assets 
remained at the Mexican 2 per cent. In all 
other cases, the presumed rate of return docs 
not exceed 5 per cent, and is paradoxically 
lower even where the base was net worth. 

Tlic second reason for the buoyancy of 
corporate collections in Mexico is a 
‘carryback’ provision whereby any excess 
of actual over minimum liability, although 
payable in full, can be carried back ten years 
for credit against past excesses of minimum 
over actual, i.e. past payments of MAT, and 
a refund obtained. This provides an incentive 
not to underreport actual incomes even in 
years when actuals exceed the presumptive 
minimum, and paradoxically serves at the 
same time to mitigate the severity of the 
Mexican levy. 

The importance of the Mexican carryback 
provision is evident in the steady increase 
in the carryback period after the introduction 
of the lax.^^ Even though this provision 
dilutes the severity of the Mexican levy, it 
has been criticised on the grounds that a 
refund is granted to companies in years 
when they need it least. Instead, a provision 
for crediting of actuals against current and 


future MAT liabilities, would give relief 
from MAT in years of poor performance 
when it is most needed [Byrne 1994:538). 
This preserves the incentive for accurate 
reporting, although perhaps less effectively 
for companies which expect to perform 
consistently at or above the presumptive 
threshold.^'Only two of the seven followers 
of Mexico have carryback or carryforward 
provisions, perhap.s because of the lesser 
severity of the lax, and neither has it in the 
form suitable for foreign tax credits.**‘ 

A third requirement for the effective 
functioning of a MAT is simplicity of design. 
Since the fundamental purpose of a MAT 
is to combat corporate lax complexities, the 
MAT Itself must not be burdensome to 
administer. In this respect, however, the 
Mexican design is not the best. 

A total asset base, is in general preferable 
to net worth. It places a tlcHir to the bias in 
favout of debt finance, and the consequent 
incentive for earnings .stripping through 
interest payments, which exists in the 
conventional corporate income tax unless it 
is suitably reformed.^^ With net worth, the 
problem of having to detect fraudulent debt 
remains.'*^ However, a total asset base results 
in double taxation of inter-cor))orate lending, 
and is unsuitable for the financial sector. The 
Mexican solution is a total asset base, with 
the financial sector excluded from the ambit 
of the tax, and all disintermediated debt 
deductible from the total asset base of the 
borrower. Any resultant loopholes are 
plugged by extending the assets tax right 
across the business spectrum to include 
proprietorships, and even individuals lending 
to the corporate sector. Since the financial 
sector is not subject to the MAT, loans from 
financial companies arecorrespondtitgly not 
deductible from the taxable asset base of a 
company. This introduces a bias in corporate 
preference against intermediated borrowing. 


Individuals on the other hand would be 
biased in favour of intermediated lending, 
since bank deposits are not taxed. The final 
configuration of interest rates will determine 
the ultimate incidence of this non-neutrahty. 
There could however be an efficiency 
outcome if competition between banks in 
the bid to place funds leads to internal 
restructuring and more efficient functioning 
of banks. 

The Argentinian MAT which followed 
upon the heels of the Mexican, had a far 
simpler, and for that reason preferable, tax 
base. Levied at 1 per cent on total assets 
without deduction of any liabilities for the 
nine fiscal years commencing January 1. 

applied also to banks and other 
financial entities at a reduced rate of 0.4 per 
cent . The provision for taking year-end 
instead of average yearly values for assets 
as in Mexico^' also made assessment far 
simpler. The Argentinian IdVy like the 
Mexican was a success in revenue terms. 
The decision to withdraw it with effect from 
1995 (already in effect as of September 1, 
1993 for companies in agriculture, mining 
and construction) is reported to be a 
reflection not of the failure of the MAT was 
of a new-found confidence in enforcement 
capabilities with respect to the conventional 
corporate income lax [Byrne 1994:536]. 

Other total asset-based M ATs, in Peru and 
Ecuador, are even simpler than the 
Argentinian in design, with no concessions 
for the financial sector,^ although in the 
fearsomely complex case of Nigeria, total 
assets is one of four alternative bases, and 
Venezuela has a very large number of 
exemptions, which defeat the very purpose 
of a MAT. Some of these exemptions may 
be necessary, such as for sectors where price 
controls on outputs imply a corresponding 
profit constraint. In such cases, there has to 
be a lowering of the minimum presumptive 
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Table 2: Presumptive Schemes for Small Business and Propessionals 


Country 

Occupation 

Threshold 

Type 

Base/Indicator 

Rate 

Collection 

Source 

Israel 

140 occupations 

None 

Estd (occupation- 

Mix of total tumovcf/ Statutory only 

Income tax 

Country sources 




specific 

inputs by category 

on estd income 


1994 




*tadrihim’) 

(occupation-specific) 




Bolivia 

i Transport 

None 

Estd 

Turnover 

Fixed per cent 

Income tax 

Country sources 


ii Retail; artisans 

Cap < $4000 

Estd 

Total input (54 per 

Fixed per cent 

Income tax+ 

1994 





cent of value) 


VAT 


Chile 

i C!ab drivers 

None 

Rat pres 

No 'tax units' 

Rxed per cent 

Income tax 

Country sources 





(indexed) 



1994 


ii Small traders. 

Two annual 

Rat pres 

No 'tax units' 

Rxed per cent 

Income tax 



artisans 

tax units 


(indexed) 





iii Ambulatory sellers 

None 

Rat pres 


Indexed absolute 

Income tax 


Costa Rica 

i Doctors: architects. 

Not filing 

Rat pres 

Abs 3= 1.335m col 

Fixed per cent 

Income tax 

IBR3-CIAT 


engineers; lawyers. 



(Vi for < 5 years 



data-base 1994 


accountants; brokers. 



experiences; 





notaries; economists 



in^xed) 





li All other technicans/ 

Not filing 

Rat pres 

Abs = 0.89m col 

Fixed per cent 

Income tax 



professionals 



(Vi for < 5 years 







experiences; indexed) 



Ecuador 

Services 

None 

Asset-based pres 

Value of premises 

Fixed per cent 

IncoinC'tax 

Lapidoth, 1977 

Guatemala 

Professional .s 

Not filing 

Rat pres 


Unindexed 

Income tax 

Buhl-Martinez- 






absolute 


Vazquez 1992 

Mexico 

Sec country note 

See country note 

Estd 

Cash flow 

Fixed per cent 

Income tax 

Shome, 1994 

Paraguay 

Small business 

Turnover 

Estd 

Inputs by categoiy 

Fixed per cent 

Income iax+ 

Country sources 



<$14000 


(value) 

estd income 

VAT 

1994 

Uruguay 

Small business 

Turnover 

Flat pres 


Unindexed 

Income tax + 

Country sources 



<S22(X)U 



abs = $ 55 

VAT 

1994 

Ghana 

i Taxi drivers/ 

None 

Asset-based pres 

Main asset 

Unindexed abs/ 

Minimum 

Lapidoth. 1977 


fishermen 



(phys units) 

asset unit 

income tax 

33-34 based on 


li Goldsmiths and 

None 

Rat pres 


Unindexed 

Minimum 

Std Assessment 


20 other trades 



absolute 

income tax 

Act of 1%3 


iii Professionals by type None 

Rat pres 

3 strata by years of 

Unindexed 

Minimum 






practice 

absolute 

income tax 



iv Racehorse owners 

None 

Estimated 

Winnings 

Fixed per cent 

Minimum 
income tax 


Sierra Leone, Services 

None 

Rat pies 


Unindexed absolute 

Income tax 

Malik, 1979 

Lesotho, 

Nigeria 








Cameroon 

Servicscs 

None 

Flat pies 


Unindexed absolute 

Income tax 

Malik, 1979 






(per cent licence duty) 


Niger; 

Gabon 

Services 

None 

Estd 

Turnover 

Fixed per cent 

Income lax 

Malik. 1979 

Morocco 

Services 

None 

Estd + Rat pies 

Turnover for estd 

Fixed per cent base-f 

Income tax 

Malik, 1979 


components Umndexcd abs 

(per cent licence duty) 


General Note- 
Country Notes: (I) 


( 2 ) 

(3) 

(4) 

(5) 


The coverage of Francophone Afnca is nut complete In general, however, presumptive schemes for small taxpayers in 
Francophone Africa are judged to have failed because they were not based on prior sectoral studies (Baldet, 1991: 26), 

Israel. The ladnhim arc the set of tadrih for each of 140 occupations where standard books of accounts are not widely maintained; 
an eclectic mix of output and input flow indicators, along in some cases with stock indicators, is used to arrive at the estimated 
income of each taxable entity. This is then taxed at statutory rates applicable to all income 

Bolivia: There is no special provision for presumptive taxation of services, but since the VAT supplementary (sec Section IV-2) 
heavily biases customers towards those who supply VAT vouchers, (here is pressure on service professionals to levy VAT. They 
arc also liable to pay the 2 per cent turnover tax on gross receipts, which coexists with the VAT. 

Chile: The Tax Unit corresponds to a ceitain quantum of taxable income, indexed each year for inflation. Each category that 
IS presumptively taxed is assumed to have a taxable income in terms of a certain number of monthly or annual tax units, which 
IS converted to its indexed absolute equivalent at current day prices to which the levy rate is then applied. 

Costa Rica: There is also a 10 per cent final withholding lax on gross amounts paid as fees or commissions to service 
professionals; it is unclear how this scheme is meshed with the presumptive income scheme. 

Mexico: Prior to the tax reform of 1988, there were two schemes The Special Basis Taxpayers regime (Bases Especiales 
de Tributacion) applied to transport, primary and publishing enterprises, and divided enterprises into two groups; those 
below some threshold paid an asset-based lump sum levy while those above paid an estimated levy based* on a profit 
coefficient applied to actual turnover. There was also the Minor Taxpayers Regime (Contribuyentes Menores) Which was 
for small enierpnses in all other activities wfth a gross income below a threshold of $ 70,000 - $ 100,0(X). These are 
reported by Mukherjee, 1994b to be currently in existence, although Shome, 1994 reports that the cash-flow scheme has 
replaced both. 
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rate of return, though not necessarily to zero. 
Two of the eight MATs in Table 1 are based 
on net worth. 

In general, corporate presumption 
whether of simple or complex design has 
been successful in revenue terms, and to 
the extent this reduces uncertainty in 
corporate returns via greater macro- 
economic stability, could more than 
outweigh the disincentive effects on 
investment of a rise in the tax burden 
(see Section 111.2). 

IV.2 Assehbased presumption: individuals 

The case for a general asset-based 
presumptive levy on individuals is much 
less persuasive than it is for corporate 
entities. Most countries have in place assot- 
based add-ons to the individual income tax 
in the form of wealth taxes. Successful 
evasion of these is a function of the high 
cost of accessing information on assets of 
individuals, and mere introduction of 
wealth-based presumption can do nothing 
to change the underlying information 
vacuum.*^ Nevertheless, there are two experi¬ 
ments with general asset-based presumption 
for individuals, which are deserving of 
attention. # ' 

Final presumption: Bolivia, as a part of the 
1986 reform, removed the conventional 
income tax on individuals along with that 
on corporations, and replaced it with a final 
asset-ba.sed presumptive tax (Sil vani-Radano 
in Bird-Casanegra 1992:26; and Gilli.s 
1989.15]. The elimination of the income tax 
was however less tidy than in the case of 
corporate entities, because the reform 
package included a ‘VAT supplementary’ 
levy at a flat 10 per cent on incoiite from 
all sources.^* The VAT supplementary is not 
a conventional income tax because VAT 
paid by the taxpayer, also at 10 per cent until 
March 1,1992, but now at 13 per cent, can 
be credited against it;^’^ indeed, the motive 
for its introduction was to plug V AT evasion. 
The VAT supplementary thus reduces to a 
tax on consumption of goods and services 
supplied at the last point by dealers falling 
below the VAT threshold,and on savings, 
minus what can be claimed with VAT 
vouchers bought on what is now an active 
secondary market. 

Thus, the Bolivian assets-based tax on 
individuals remains as the only compre¬ 
hensive tax on income via presumption. It 
is based on real property owned in three 
parts; rural property; urban real estate; and, 
interestingly, powered vehicles of all types 
including boats and aircraft. From the rates 
of levy, which range progressively from 1.5 
to 3 per cent for land,*" it is impossible to 


infer the underlying presumption regarding 
rate of return without a parallel income tax 
rate. If the VAT supplementary rate of 10 
per cent were to be used as the only available 
proxy for the income tax rate, the presumptive 
rates of return range from 1S per cent to 
30. per cent, which seem rather high. The 
element of presumption in respect of the 
powered vehicle component, for which the 
rates of levy range progressively from 1.5 
per cent to 5 per cent, is entirely unclear. 
The tax is collected by the central 
government, with varying shares in the 
neighbourhood of 60 per cent earmarked 
for municipalities and local bodies.^^ it is 
reported to have been very successful in 
revenue terms although the rural land 
component is essentially inoperative in 
practice.’^ 

Presumptive minimum: Colombia in 1974 
enacted a minimum presumptive levy which 
extended to all entities subject to an income 
tax including individuals,’^ a measure 
considered to have been the most important 


in the major tax reform package of that year 
(McLure in Gillis 1989:61]. Income was 
presumed to be 8 per cent of net worth, 
reduced to 7 per cent in 1990,” and further 
in stages to a present rate of 5 per cent.” 
The rate reduction has been an accompani¬ 
ment to better inflation indexation of the 
asset base. An overlapping estimated levy 
at 2 per cent of gross turnover for 
individuals running businesses was. in 
force from 1983 until 1990. A tax on 
income actuals was computed in parallel, 
and the highest of the three was payable.” 
The pre.sumptivc levy coexisted also with 
a net wealth tax until the latter was phased 
out with effect from January 1992. The 
presumptive provision is judged to have 
increased collections by 25 per cent at the 
top despite avoidable defects” [McLurc- 
Zodrow 1990], although not because 
improved information on the asset holdings 
of individuals resulted from it; indeed, 
with the withdrawal of the parallel wealth 
tax in 1992, it is expected that the 


Tabi.f a I . Income of Commercial Enterprjses in the Servicf; Sector, 1983-84 


NIC .Services 

Code 

(1) (2) 

Number 

Sample 

Entcr- 

pnscs 

(3) 

Estimated 
Number^ 
of Enter* 
prises 

(4) 

Average Workers 
Per Enterpnse 
Owners/ Hired 
Partners 

(5) (6) 

Gross Average 
Income (Rs l(P) 
Per Per 

Enterprise Partner 

H) (8) 

Average 
Wage Per 
Hired 
Worker 
(Rs lOM 
(9) 

96 

Personal' 

laundnes; 

7980 

818264 

1 54 

- 

3.29 

2.14 

- 


barbershops. 

photographers, 

etc 

935 

76865 

1.24 

1 6(^ 

7.50 

6.05 

3.28 

95 

Recreation 
including motion 

566 

52301 

2 II 

- 

2.83 

1 34 



picture production; 320 
distribution and 
projection, 
theatrical and 
cultural services 

36045 

1 59 

7 14 

21.33 

13.42 

2.35 

93 

Medical 2010 

(non-governmental. 

206602 

1.06 


6.05 

5 71 

"" 


excluding 

velcnnary) 

1272 

122848 

1.09 

2.84 

9.69 

8 89 

3 19 

83 

Legal 

868 

306 

67268 

39571 

1.02 

1.13 

2 56 

9.07 

32 62 

8.89 

28.87 

9.21 

82 

Business and 

1474 

123999 

1.27 

- 

4.04 

3.18 

- 


real estate 

592 

44395 

1.28 

2.24 

13.66 

10.67 

4.31 


Notes: (1) For each occupation, the first row of figures is for ‘own account enterprises (OA£)' not 
hiring any workers; the second for enterprises hiring one or more workers. The 
saniples were independently selected, and a separate canvassed, for each of these two 
strata 

(2) Gross rather than net income per enterpnse is given here because figures for neither 
depreciation nor assets are available in the source publication for OAEs and non-OAE 
medical enterprises. Although, the definition of operating surplus is given as total 
receipts minus total expenditures defined to include additions to fixed assets, the 
figures suggest that in practice this was not done, and that only recurring expenditures 
were (correctly) subtracted. 

Source Government of India, Ministry of Planning. Central Statistical Organisation (1987), 
Deportment of Statistics, Enterprise Survey, I9S3-H4: Report on Service Sector, 
.Statements 3.1.3. 3.3.3 and 3.5.3, New Delhi 
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information base and enforcement 
capabilities with respect to the presumptive 
levy would weaken [McLurc-Zodrow 
1990:97]. The incremental contribution of 
the levy probably hinged fairly crucially 
on the provision whereby returns showing 
actual income below the presumed 
minimum were subject to investigation and 
audit [McLure et al 1990:139]. 

Where the pre-existing information 
base on the asset holdings of individuals 
is weak, mere introduction of a presump¬ 
tive minimum on wealth-derived income 
cannot improve it. But where the base 
exists because of an income tax reinforced 
by a wealth tax, it is possible to argue that 
a presumptive minimum which operates 
as in Colombia as an investigation 
threshold, would improve the enlorccmeni 
of taxation of wealth-derived income. 

In any net worth levy of this type, there 
arc problems with fraudulent debt claims 
The recently introduced provision in 
Colombia to allow deductions only for 
debt incurred to purchase assets included 
in net wealth is difficult to enforce The 
introduction of justifiable clauses to avoid 
hardship, such as catastrophe exemption 
(especially with respect to agricultural 
assets), and exemption for sectors where 
the output is subject to price control (such 
as for rent-controlled urban housing), opens 
the door lo other less justifiable exemptions 
(sec Section V). 

Many urban property faxes on holdings 
of real estate are ba.scd on piesumptive 
norms regarding the income. ^ leldcd by the 
asset in question. Since the actual incomes 
from these assets are normally taxed through 
the individual income tax, property taxes 
are not normally regarded as presumptive 
income taxes, although they constitute the 
kernel of what could be expanded with 
updated valuation of urban properties into 
a presumptive levy on income from urban 
real estate. 

Turkey operates a presumptive tax on 
individuals based on consumption 
indicators such as ownership of assets like 
houses and cars, foreign travel and number 
of domestic servants. Further details such 
as whether it coexists with a conventional 
Income tax, are not reported [Bagchi 
1991:57). France has for many years 
successfully operated a system of 
coefficients 40 generate income based on 
^external signs of wealth* such as ownership 
of consumer durables like yachts and cars, 
and the type and number of dome.stic 
servants. The resulting income becomes 
taxable if it exceeds reported income by 
more than one-third.^ 


V 

Land-Based Presumption: 
Agriculture 

The case for the introduction of a land- 
based presumptive levy in agriculture, with 
a catasuophe-exemption provision, is widely 
considered to be incontrovertible. Even 
without intent to evade, agriculture, 
especially as practised in developing 
counines, with large numbcis of petty cash 
transactions, poses compliance problems 
because of the difficulties of record-keeping. 

The chances of defending land-based 
presumption against attack by agricultural 
interests are higher prima facie if the levy 
is on land calibrated in physical rather than 
value units, stratified by soil quality and 
irrigation, with location-specific yield 
figures that are continually monitored and 
updated. I'his can be done in terms of as few 
as three to four strata by .soil/irngation type 
for each region and a dominant crop for 
each, and is decidedly not the «amc thing 
as having to rate each farm. TTie physical 
properties of the soil are more immutable, 
or more slowly mutable, and therefore likcFy 
to be more robust in the face of legal challenge 
than land value, c.spccially where, as in the 
case of agricultural land, in.stances of sale 
may be few and far between. The additional 
difficulty with market value is that ii 
incorporates location parameters such as 
nearness to urban agglomerations, unrelated 


to potential imxime from use for agricultural 
purposes.^' The alternative of estimating 
potential use value (as recommended by 
Bird 1974:237),involves the same procedure 
of valuing updated crop yields as that 
recommended here, with the possible 
disadvantage of 1o.hs of transparency. When 
yield estimates and product prices used are 
made explicit, the degree of updating or lack 
thereof are easier to as.sess than with a 
consolidated use value figure for land. 
Further, updated information on yields and 
product prices requires no incremental 
information beyond what is already collected 
from pre-existing data-collection networks 
in place for national income purposes, unlike 
updating of land values. The avoidance of 
land valuation in any form also sidesteps the 
issue of how to deal with .structures or 
improvements which may not be yield- 
enhancing.*'^ Progression is possible after 
aggregation of holdings by ownership or 
operation, but less easy to administer than 
a flat-rale tax fStrasma in Bird-OIdman 
1990:442). 

The most enduring, and in that sense the 
most successful, model is ihc French ‘forfait’ 
system of presumptive taxation of 
agncuilural land, whic^h is levied on land 
measured in physical units at rates stratified 
by region and farm activity [Tanzi 1991]. 
Variants of the forfait on agricultural land 
continue to he practised in Morocco and 
other Francophone African countries. The 


TabU: a 2. AvERAOf. In('omf. and Tax Liabiuty or Legal Enterprises, 1983-84 



No Hired 
Workers 

Rural 

_Hired Wofiffifs 

Urban 

Total 

Number .sample enterprises 

868 

6 

300 

306 

Estiinuled number enterprises 

67268 

635 

38936 

39571 

Pan nci s/enterpr i scs 

1 02 

1 

1.14 

1.13 

Hired workcrs/cntcrpnsc 

0 

1 

2.59 

2.56 

Gross income/enierpnses (Rs 10') 

9 07 

27,70 

32.71 

32 63 

Net income/enterpn.ses (Rs 10') 


26.61 

29.97 

29.92 

Tax payable (Rs 10’) 

- 

3.31 

4.49 

4.47 

Tax rate (per cent) 


12.45 

14.98 

14.95 

Total potential tax revenue (Rs 10') 

- 

2I(H.39 

174803 17 

176961.51 


1 Legal enterprises are defined as those rendering legal services such as by advocates, 
barristers, solicitors, pleaders, mukhiiars, etc 

2 I'he only way to obtain net income from the gross figure was by deducting reported 
depreciation, since fixed assets as recorded in the survey included land, and no break¬ 
up of the aggregate is provided in the published figures Depreciation was recorded in 
the survey as provided for by (he responding enterprise, and may or may not have 
corresponded to income tax norms (the implicit depreciation percentage of fixed assets 
was 9.31 per cent for rural enterprises, 8 40 per cent for urban). No depreciation or asset 
figures were recorded for enterprises not hiring any workers. 

3 Tax payable is calculated at the slab rates for individuals prevailing in 1983-84 (at 25 per 
cent between 15,000 and 20 (KX). 30 per cent up lo 25 (XK); 35 per cent up to 30,(K)0) as 
applied to enterprise income. Where enterprise income was split by partner, thexe was in 
1983-84 a corresponding levy on the enterprise at the rate for registered firms, an 
adju.stment that cannot be made wiihoui data on the distribuiion of enterprises by number 
of partners. In any case, the average number of partners pei enterprise is not much above 
one 
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Uruguayan experiment of 1967 was also like 
the French forfait at a rate per hectare by 
quality of land, but a principal reason for 
its failure seems to have been that soil quality 
classifications in terms of fractions or 
multiples of the national average, were based 
on outdated and therefore easily challenged 
valuation records [Tanzi 19911. 

An example of a successful valuation based 
system of very long standing is that in Chile, 
on income presumed at 9 per cent of land 
value until 1954, 10 per cent thereafter. 
(Forcign-owned corporations engaging in 
large-scale agriculture in Chile pay taxes on 
income actuals./*'* The Chilean system is 
commended by Bird in his definitive survey 
of land-based agncultural taxation in the 
developing world, although even there, 
assessed values failed to keep up with 
inflation [Bird 1974:74]. There is a provision 
for the indexation of property values with 
an index based on agricultural commodities, 
although this still leaves relative values 
unchanged, with a corresponding legal 
vulnerability In Cosia Rica, there is now in 
place a minimum presumption at 5 per c-ent 
of the value of immovable property used in 
agriculture or stock-raising (IBFD CIAT 
Database 1994],ralthough the valuation 
mechanism is not known. Other valuation 
based systems include the presumptive tax 
on agriculture introduced in Colombia in 
I973.ar lOpcrceni on a value base excluding 
superstructures. The lollowing year it was 
extended to all, including non-agricultuial 
assets, at a lowci lalc of 8 [)cr cent, the 
experience with which has already been 
covered in Section IV I. However, the power 
of agncultural lobbies to subvert land-based 
presumptive taxation of agricultural income 
can never be underestimated. The history of 
the general asset-based tax in Colombia, 
covered m the previous section, is replete 
with concessions made for agricultural 
property.^ 

VI 

Small Business and the 
Tertiary Sector 

Small business and services are the other 
two constituents of the traditional hard-to- 
tax sector, where presumption has been 
widely tried to combat the problems of large 
numbers of potential assessees in an 
information vacuum. 

There are four sources of difficulty here. 
In service sector activities like construction 
and trade, and some avenues of small-scale 
manufacturing, the large volume of reccipt- 
less cash transactions poses inherent 
difficulties of record-keeping. In other service 


sector activities such as the medical and 
legal professions, practitioners do not keep 
books although perfectly capable of doing 
so. There is straightforward fraud in high- 
income sectors like motion-picture 
production and liquor franchising, with 
parallel sets of books and contracts taken in 
fictitious names. And finally at the lower 
reaches, there may oc simple ignorance of 
compliance procedures. 

Table 2 lists the .several schemes that have 
been tried in the developing world. Despite 
the wide use ol presumption in this sphere 
there has never been a published review or 
databank with even a listing of schemes in 
operation, let alone accurate information on 
design, or on administrative or revenue 
success.**' Perhaps the lack of aileniion is 
bccau.se thc.se arc seen as ‘unfruitful’ sectors 
from a revenue p(uni of view vSuch scattered 
reference? as arc available in the literature 
arc scriou.sly out of dale, and current 
inlormation can only be accessed from 
unsysicmalK country sources, frequently hi 
the form ol verbal communications from 
knowledgeable imlivicluals l*able2ismcrcly 
a comjKiidmm ol inlormation collected in 
this manner, and does not pretend to be 
comprehensive 

The only cxpcnmenl which is well 
documented is ihe former Israeli scheme of 
‘tachshivim', or standard assessment 
guides.'** no A'replaced by ‘tadnhim’ meaning 
manuals The earlier lachshivim were 
occupation-sped Ik methods of estimating 
income actuals from an assortment oi output 
and input indicators Essentially a 
codification of best judgment assessment m' 
the absence of the requisite books, lachshivim 
were iiiit legislatively backed,'*’* although 
there did exist as in most income tax systems 
legal sanction for the application of best 
judgment (Lapidoth 1977.129-45] The 
systenulenvcd Us credibility from the .survey- 
based method by which presumptive norms 
were established.'*’^ and its remarkable 
acceptability from prior negotiation and 
agreement between the relevant professional 
Ixidies and the tax administration How'ever, 
after the 1975 law requiring that income 
taxation should be based on books of 
accounts, use <»( the tachshivim had to be 
suspended. Tax revenues suffcicd as a result. 
de.spile the intr(»duc(ion of designated sales 
machines, so that the system was brought 
back under the name of tadnhim wi^lh some 
differences A major one is that prior 
negotiation with business groups i.s no longer 
permissible, so i'hat individual negotiation 
with the taxpayer assumes an enhanced role.^** 
There arc now' tadnhim for 140 occupations. 
These (lo not include physicians and other 


such groups considered to be qualified for 
maintenance of adequate book-keeping 
records of their activity. 

Elsewhere in the developing world 
(Table 2), the presumptive levies tried have 
been either estimated, or Bat absolutes; 
asset-based levies either as a per cent of 
asset value or ai a specific rate per unit of 
physically specified capital equipment have 
been more rare.’’ The estimated levies are 
at a fixed rale on either turnover or total 
inputs, or where the base is a particular input, 
category or set of inputs, like eleclnciiy or 
water usage, a fixed percentage of the 
corresponding esumaied income. The 
Mexican estimated st heme is based on cash 
flow (replacing two earlier schemes for small 
taxpayers; Shome 1994 19).^- Tfiere is no 
schema? like the Israeli, based on a mix of 
input and output indicators 

Nothing IS known of how these schemes 
functioned in practice, but turnover is so 
easily ^ncealed i Ahmed-Stern 1991:277] 
that an exclusive turnover base does not 
suggest success, unless small business and 
services are tracked by a computerised system 
of the kind likely to be found only where 
they are covered by a VAT. An ingenious 
scheme for verifying sclf-dcclarcd turnover 
exists in Bolivia, where the VAT extends 
also to .services VAT vouchers can be used 
by customers as ciedits against their liability 
on the 10 per cent fiat income lax; this can 
lead to customer pressure for VAT vouchers 
under certain conditions.^’The administrative 
demands of such a system even with 
computerisation arc heavy, bul m Bolivia it 
additionally affords a cross-check on the 
2 per cent lax on scIf-declared turnover, 
a cascading indirect levy which coexists 
with the VAT (the turnover tax is not 
presumptive and is therefore not listed in 
Tabic 2) There remains me problem of 
detecting fraudulent VAT claims. Designated 
sales machines, used in Israel and now 
required in Mexico with the new cash-flow 
scheme in place arc prohibitively capital- 
intensive for a developing country. 

Input usage as a base for estimation is 
more reliable than turnover. The French 
forfait system, for example, proceeds on the 
basis of data on (total) inputs purchased by 
the enterprises, from which turnover is 
determined by application of the coefficient 
in the reievant occupation-specific 
monography'. In developing countries, the 
base may have to be confined to key inputs 
like electricity on which information is 
centrally accessible, provided norms linking 
electricity usage to taxable income are sector/ 
occupation-specific. 

Flat presumption is levied in one of two 
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ENRICHING SOCIETY THROUGH INDUSTRIAL PROMOTION 
THE ENTREPRENEUR’S RIGHT ARM - APIDC 


APIDC is established by Government of A.P. for planned development 
of Large & Medium Scale Industries in the State. Enriching Society through 
Industrial Promotion is the cherished mission of the Organisation. 

Today, APIDC’s accent is on: 

• High Technology Projects as a thrust area for project promotion. 

• Bio-technology has unlimited potential in agriculture, food processing, health care, chemicals 
and pollution control. 

• If you foresee bright future for Biotechnology, come to APIDC. We will work together from concept 
to completion. 

• APIDC Venture Capital Company Limited is a 100% subsidiary of APIDC. Assistance under 
Venture Capital Scheme isavailableforprojects relating to development oftechnology, introduction 
of new projects which fall in the high risk and high returns zone. 

• APIDC offers special schemes to extend financial assistance on concessional terms to Women 
Entrepreneurs with a ceiling rate of interest of 12.5% in backward areas and 15% in other 
areas. 

• APIDC guides the entrepreneur through Entrepreneurial Development Guidance Centre in the 
following areas: 

a) Training b) Guidance c) Marketing the Message 

d) Research & Evaluation 

SERVICE ALL THE WAY 
APIDC also operates other schemes which include: 

• Loan facility for Hospitals and Nursing Homes. 

• Assistance for Equipment Modernisation. 

• Assistance for Equipment Refinance, etc.. 

This is what puts APIDC in a special class by itself. 



ANDHRA PRADESH INDUSTRIAL 
DEVELOPMENT CORPORATION LIMITED 

“PARISRAMA BHAVANAM" BASHEERBAGH HYDERABAD-29. 


GRAMS: APIDC 
TELEX: 0425-6274 IDC IN 
FAX: (0842) 235516 


Tel. No.: 235253-4-5-6 (4 Lines) 
237123, 230273, 230225 
230370 
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ways. There is either a flat taxable inqome 
of which a fixed percentage is levied, or 
there is 4 flat levy without any explicit 
reference to a base or indicator. In Chile for 
example, the levies on cab drivers and small 
traders are of the first type, on ambulatory 
sellers of the second type. In either case, it 
IS clear that the taxable base or the levy itself 
must be indexed The unindexcd absolute 
levies of Ghana or Guatemala, for example, 
were recipes for failure. Even specific asset- 
based levies, as in Ghana per car for taxi- 
dn vers or per boat for fi shermen for example, 
have clearly to be indexed if they are not 
to dwindle to revenue insignificance. One 
indexation variant which seems 10 have 
worked well is the Chilean system for rating 
the taxable incomeoi different occupations 
in terms of ‘lax units’; the number of tax 
units remains constant, although the 
absolute equivalent at any time is at current 
indexed values, on which a fixed percentage 
is levied. Alternatively, as in Costa Rica, 
the flat presumptive levy itself may be 
indexed. 

An essential administrative requirement 
IS the need for enforcing compliance at a 
routine point of contact between the 
authorities and iJic enterprise, .so that there 
IS no incremental cost of contacting huge 
numbers of taxpayers. In Mexico, this was 
done for some of the establishments falling 
under the earlier schemes for small lax[>aycrs 
by issuing a stamp issued by the lax 
department, which in turn was necessary lor 
(obligatory) regi.stration with the relevant 
'authorities. A levy based on clecincily use 
could similarly be enforced at the point of 
payment of electricity bills, although of 
course this places a heavy burden on that 
part of the administrative machinery, and 
introduces a further incentive for power 
theft 

VII 

Conclusion 

Presumptive schemes can be used as base- 
broadening accretions to the structure of 
conventional income taxation in place in 
less developed countries. If well-designed, 
they can be simple and revenue-produc-tivc. 
There are the following possible alternatives: 

(1) Estimation of taxable income on the 
basis of output or input flows by way of 
presumptive norms, retaining a grounding 
in actual activity, but departing from 
conventional assessment in that external 
observation replaces self-declaration. 

(2) Presumption of income without reference 
to current actuals in one of two . possible 
ways: 


(a) Based on capacity, in terms of what 
is potentially possible with average effort; 
this option requires entity-specific 
information on assets in physical or value 
form. 

(b) Without reference to enfiiy-speciHc 
capacity, based on an estimate of average 
income per enterprise as determined through 
field surveys 

These arc referred to as estimation, 
capacity-based presumption, and flat 
presumption respectively. Since presumption 
IS inlrcxliiced to facilitate the task of tax 
administrations in developing countries, 
which arc typically beset by needlessly 
complex legislation and high enforcement 
costs, the design of presumptive levies must 
above all be simple. 

The most successful use of presumption 
has been with respect to large corporate 
laxpayers, as an effective tool again.sl 
avoidance and evasion Minimum capacity- 
based corporate presumption works; can be 
introduced reasonably quickly, and if well- 
designed, can carry incentives for 
performance and accurate reporting. 

Schemes tor the hard-lo-lax sectors of 
agriculture, small business and services, 
although the conventionally assigned 
province of presumption, have in general 
met with less success This is due more 10 
design dctecis lhan to any difficulty of 
principle Presumption as a basis for 
determmaiion of final, as distinct from 
minimum 01 provisional tax liability, can 
survive legal cliallcngc only if it is an option 
that can be freely exercised by the taxpayer. 
Conventional assessment on the basis of 
income actuals can remain as a right with 
the taxpayer, subject to submission of 
.satisfactory books of accounts, where these 
need to be siaimorily prescribed with 
occupation .specific limits on permissible 
non-accountahic expenses. A choice 
between the two streams once exercised 
should not be easily reversible, so that tax- 
minimising alternation between the two 
streams docs not lake place. As lor^ as the 
application of the noms is not coercive, the 
norms themselves in legally remain the 
presence of the tax administration. Not to 
have this provision is to open up the 
presumptive channel to endless litigation 
and eventual defeat. 

The lax authority in turn has the right to 
insist that every taxpayer shows evidence of 
having.filed under one of the two streams, 
but can clearly'exercise this right only if it 
IS in pos.sessionoflislings of taxable entities, 
stratified by occupation, location and other 
relevant parameters. This is a critical 
information reijuirement, and unless it is 


tackled on an emergency basis and 
continually updated, the point ofintroducing 
presumptive norms is defeated. 

The specification of presumptive norms 
also calls for initial field surveys, and there 
IS in addition a continuing information 
requirement, although the cost of this can 
be minimised by choice of indicator, and 
networking with pre-existing information 
systems. Presumption for the hard-lo-tax is 
thus not a quick lix, and can only be 
intnxlijced sequentially over a period of 
several years lor a tew sectors or occupations 
at a time, from a queue ranked in dc.scendtng 
order by evasion 1 he administrative payoff 
for this initial effi^rt is the lime saved on the 
processing of individual reliirns The 
fundamental case for looking at alternatives 
to conventional assessment is that .scarce 
admimstralivelalcnt in developingcountnes 
is best deployed in the devising of 
presumptive riorm.s applicable to the hard- 
lo-lax that will survive tests of justice and 
fairnc.ss, rather than in the individual pursuit 
of each cnlcrpri.se in that category The 
information vacuum is such that the revenue 
payoff is difficult to quantify; Appendix I 
hov^ever examines Indian National Accounts 
Statistics, as a possible base for such an 
cxerci.se. 

Presumption and schedularisatiori, the two 
ways by which substantive base-broadening 
has been sought and achieved in programmes 
of direct tax reform m developing countnes 
arc both source-specific, but the one docs 
not necessarily imply the other. The 
presumptive income from a certain source 
or sector can be merged with all other income 
of a taxable entity to yield an aggregate 
taxable globally. Likewi.se, schedularisation 
can mean use of final withholding at .source, 
without any accompanying presumption. 
Final withholding redu»"cv tl.c need for filing, 
and so releases adminisirative manpower for 
deployment in more revenue-productive 
tasks. Thus schedularisation, while not a 
necessary accompaniment to presumption, 
may be a useful complement in the ultimate 
task of maximising the revenue-productivity 
of administrative resources. 

The lessons thai can be drawn from 
experience with prc.siimption in developing 
countries are detailed below, for each sector 
taken in turn: 

Coqyorate taxation 

(1) A presumptive minimum enforces a floor 
revenue contribution from the largest 
potential corporate taxpayers, who arc best 
placed t() exploit corporate loopholes. The 
immediate revenue success of the recent 
wave of asset-based minimum alternative 
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taxes (MATs) in Latin America shows that 
an indirect attack through a presumptive 
floor on the rale ol return to assets is far 
speedierthan any direct attempt at elimination 
of tax loopholes. 

(2) A presumptive levy applied at a uniform 
rate across all sectors of corporate activity 
on an asset base requires only the assumption 
of free capital flows- to carry theoretical 
justification. By contrast, auniform turnover- 
based levy across sectors has little economic 
justification, even as a basis for a provisional 
minimum, and can degenerate into a 
cascading levy. Any slock base like assets 
is also easier administratively because each 
year’s calculation is an adjustment of the 
previous year’s, unlike self-declared 
turnover, which prc.scnis all the difficulties 
of monitoring of any current flow. However, 
French minimum corporate prcsumplion, and 
by extension that in F^’rancophone Africa, is 
practised on a lurnovci base, at uniform 
single or slab rates. 

(3) Although a minimum add-on supci- 
imposed on a conventional corporate lax 
without offset could yield even more 
revenue, it docs not have the efficiency 
incentive of a MAT. under which the 
incrcmcnial lax on income actuals is zero 
until the minimum presumed rale ol return 
IS reached. If lax loopholes reduce the taxable 
income much below book profits at the 
presumptive rate of return, the operative 
minimum until which incremental tax is zero 
will be even higher than the prescribed 
miriimum. The greaici ihc performance 
shortfall, the grealci is the excess of the 
implicit lax rate on income actuals over the 
prevailing corporate tax rate, 

(4) There is a strong case tor an international 
tax agreement that leaves ihe choice ol 
income tax base to the host country, without 
prejudice to the interests of mulimaiionals 
As long as the foreign tax credits problem 
remains, the design of a MAT should call 
for the conventional corporate tax to be paid 
in full, with offset against the MAT rather 
than the other way around With this design, 
revenues are recorded under the MAI' head 
only when the minimum lax liability exceeds 
the actual. Thus, the total revenue 
contribution of a MAT is more through 
enhanced collections under the corporate 
income lax by way of the ef ficicney incentive 
than through direct MAT collections. In the 
words of Franci.sco Gil Dia/, architect of the 
pioneering Mexican MAT, it is “one of the 
few taxes the success of which is measured 
by how little is collected’*. 

(5) One feature of the Mexican levy 
responsible for its remarkably buoyant impact 
on total corporate collections was the rate 


of levy, until recently"** at 2 per cent of total 
assets (net of disintermediated debt), 
corresponding to a presumptive rate of return 
of nearly b per cent . With one exception, 
rates of levy in the schemes that followed 
have been lower even where the base has 
b^en net worth, coiresponding to 
presumptive rates of return in the 3*5 |>cr 
cent range. 

(6) The Mexican high rate of presumption 
was alleviated with a carryback provision 
for icfund of actual liabilities in excess of 
the minimum against past payments of 
minimum in excess of actuals (i e, past 
payments under the MAT head of account). 
This reinforces the buoyancy ol corporate 
collections, hv encouraging accurate 
reporting of corporate incomes even in years 
oj returns higher than the jnesumed 
nnnunum, and serves addiuonally as legal 
protection against the charge that the levy 
IS unrelated to ahtlity to pay. 'Fhe provision 
has not for the rnosl part been adopted in 
other schemes, perhaps because the rale of 
levy was lower. A combination of the 
Mexican 2 per cent rale, with a forward 
ref und as suggested by Byrne, might achieve 
the same or perhaps a slightly reduced 
efficiency effect, with less harshness at times 
ol pool performance 

(7) A MAT, the fundamental purp^iso of 
which IS to combat coiporatetax complexity, 
must iisclf be simple to be cffeclive From 
this point of view, the tax base adopted in 
Mexico IS not to be recommended The 
advantage ol a total asset base over net worth 
IS that it avoids the problem of having to 
detect fiaudulem debt A net worth base 
on the other hand has the advantage that 
assets arc not double taxed at both debtor 
and creditor ends, and is more suitable for 
the linancial secloi. However, the Mexican 
design of a gross asset ba.se with financial 
sccKu exemption, and avoidance of double 
taxation by deduction of disintermediated 
debt (with the tax correspondingly extended 
to cover individuals with loans to busines.scs 

plug fraudulent-debt loopholes), is 
complicated and introduces a non-nculrality 
between intermediated and disintermediated 
debt On balance, the Argentinian design 
of a gloss asset base with no deduction ot 
liabilities, and coverage of all sectors 
including the financial sector (albeit at a 
lower rale of levy), has the viituc of 
.simplicity 

General as set-based taxation of individuals 

(8) An analogous minimum asset-based 
minimum tax docs not work as well for 
individuals, bccau.se the numbers involved 
arc larger, and there arc iu> published balance 


sheets. Where the pre-existing database on 
the asset holdings of individuals is weak* 
mere i niroduction of a presumpti vc minimum 
on wealth-derived income cannot improve 
it. But where the information exists becau.se 
of an income tax reinforced by a wealth tax. 
It is pos.sible to argue that a presumptive 
minimum which operates as in Colombia as 
an investigation threshold, would improve 
the enforcement of taxation of wealth-derived 
income. However, the problems of verifying 
asset values are formidable, and cxpropnabic 
self-declaration docs not work well in 
practicc.^^ 

(9) The u.se of consumption indicators, 
whether in the form of assets or flow 
indices, is best avoided. It is difficult to 
find one or a few non-concealable, items of 
consumption that can be related’to total 
expenditure in a way that is presumptive 
rather than capricious Where the element 
ol presumption in such a lax is neither explicit 
nor readily apparent, as for example m one 
.segment of the 198f) Bolivian three-part 
prc.sumptive taxation ol individuals based 
on ownershipof vehicles, it has to be assumed 
that the imposition is rnoie in the nature of 
a luxury tax 

Agriculture 

(10) l.and is an easily observed non- 
siibstilulable, non-concealable, and stable 
indicator (with a cataslrophe-excmplion 
provision) of income fiom agriculture. 
Although a land-value based system has 
functioned effectively in Chile, with inflation 
indexation using a price index for agnculluial 
commodities, a system based on land 
measured in physical units stratified by soil 
quality and irrigation, using updated product 
prices and region-specific yields, as in fhe 
French forfait practised extensively in 
Francophone Afrjea. is likely to he both 
simpler and more transparent. I'he avoidance 
of land valuation also .sidesteps the difficult 
issue of having to exclude the value of 
.structures or improvements on the land which 
arc not yield-enhancing. The incremental 
information requirement over and above the 
data collection network already in place for 
national income purposes in any developing 
country is minimal where land valuation is 
not attempted. 

Small business and self-employed 
professionals 

(11) These sectors are often dismissed as 
revenue-unfruitfuF^ on the basis of schemes 
which have either been ill-designed or ill- 
administercd. That well-designed presump¬ 
tion for these sectors can be revenue-fruitful 
is borne out by the Israeli decision to bring 
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il back, after the experience of a significant 
fall in revenues when the earlier system of 
tachshiv was revoked in favour of 
conventional self>dcclararion. 

(12) Presumption is required not merely to 
combat failure to keep the requisite books 
of accounts in certain occupations. Were 
that the case, a simpler alternative might be 
enforcement of book-keeping. It is required 
also where bcKik-keeping is practised, or can 
quite easily be enforced, but where well 
known occupation-specific avenues for fraud 
and concealment call for objective norms for 
verification. For such occupations, the use 
of presumption reinforces conventional 
taxation ha.sed on books of accounts, rather 
than substituting for il And of course, 
presumptive is required where the book¬ 
keeping requirement itself is difficult to 
comply with, either because ol the nature 
ol the activity, or because of the education 
levels of the practitioners. In some of these 
activities again, conventional taxes based on 
books of accounts could be retained, fondled 
by presumptive norms and occupation- 
specific prescriptions of permissible non- 
accouniablc cxpen.ses In this connection, a 
pracucelikclhclsraclif)! bnngmgouiannual 
instructions on jhe manner in which books 
are lobe maintained by dillerent occupation 
gioups. IS much to he commended 
IKajaiaman-Singh 199.*^ 91-92) 

(13) The acccptabdity ol prcsurnpii vc norms 
will be a lunction ol the nature and 
transpaiency ot the survey or other evidence 
on which they aic based, of ilic choice of 
indicator, which has to he done on an 
occupation-specific basis: and ol the 
parameters by which strati I'lcation is done 
in each occujiation The present-day Israeli 
ladnhim specifically pro.senbes the earlier 
practice of con.sultalion wilh the lelevanl 
professional bodies, on the grounds that this 
brought in bargaining, However, collective 
bargaining ol that .sort if it will lead to belter 
compliance and less individual bargaining, 
IS surely an advantage. 

(14) The appropriate indicator for an activity, 
and by extension the choice between 
estimation and capacity-based presumption, 
can only emerge after all possit>lc indicators 
arc examined for stability in relation to 
taxable income. The indicator/s chosen must 
also be easy to observe, and difficult to 
conceal or substitute. Turnover is in general 
inferior to input indicators from the 
concealment point of view. Where no entity- 
specific indicators satisfy these criteria,, flat 
presumption is the only option. 

(15) The additional spadework required for 
the success of a presumptive/estiniated 
taxation scheme includes a listing of all 


potential taxable entities in a particular 
occupation or line of small business, scaling 
by the chosen indicator, and stratification by 
the relevant parameters. The costs of 
assembling this information can be 
minimised by networking wilh existing 
databases Until all this preparatory work is 
done, the new lax is not ready for 
introduction. Thus, it is difficult to agree 
with somcliscal commentators who dismiss 
presumptive taxation as a quick fix. 
Sustainable, robust presumptive taxation 
IS .so slow a fix, that it can only be intioduced 
scqucnliall V over a period ol several years, 
for a few occupations at a time from a 
queue, ranked iri descending order by 
evasion Bui il a well-designed tax is 
introduced alter adequate spadework, the 
payolf IS additional revenue without the 
usual administrative costs of collection and 
venlication 

(16) A final requirement is that the procedure 
lor compliance should preferably be linked 
if possible In a pie-cM.sting point of contact 
betw'ccn the entity and authorities, so as to 
simplily compliance procedures. 

(17) The selection ol prionly sectors for 
initial presumptive alicnlion is a sensitive 
maitct, and has to accord with public 
perceptions ol justice. In older to dispel any 
appearance ot regressiviiy, it is best if an 
explicit list ti| esempt strata for the selected 
o».cupaLion,s he issued 

11 h) rhctciupialimiol aliemptinglomcTea.se 
the at eepiabihiv ot luinns through deliberate 
underestimation ot tax liability must be 
avoided at all co'.is. Such a stialegy eicates 
\e.sted inteiwsts m favour of ‘lock-in’ tc' the 
alternative channel, and compulsory 
grad , at ion to the regular aeconnis-hascd 
asse.ssment scheme carries its own legal 
wcakncssc.s 

(19) Presumptive levies imposed as 
unindexed absolutes are doomed irom the 
start Instead td' leaving the matter to the 
discretion ol the lax authorities, it is better 
to have the indexation formula legally 
prescribed as a part of the norm. The Chi lean 
system ol lax units is one good way by which 
to achieve indexation. 

(20) Enforcing compliance at a routine point 
of regular contact between the enterprise and 
public authorities can sharj^iy reduce the 
incremental cost of contacting large number 
of taxpayers 

(21) The coexistence of sectors of the 
economy where either self-declared or 
estimated income actuals arc the basis of 
taxation, and sectors where presumption 
based on oihei than income actuals is the 
basis, can introduce new evasion possibilities 
through iran.sfer pricing. These have to be 


anticipated where possible, and dealt with 
as they arise. None of these can be an 
argument for not attempting what could 
achieve, most especially for a fiscally 
constrained developing country, the twin 
objectives of highci revenues and better 
horizontal equity. 

What matters l or the acceptability of a tax 
system is the public’s perception of its 
fairness IChcIliah Committee Interim 
Report.4). It is by no means the case that 
a wcll-dcsigncd presumptive levy along the 
lines suggested above by the experience ol 
developing countiies would violate public 
perceptions of justice any more than taxation 
based on income actuals enforced 
regressively Whatever intra-scctoraJ 
inequity may result Irorn the use of cross¬ 
entity norms based on averages more than 
compensates lor the glaring inter-secloral 
inequity of not attempting to tax evasion- 
prone sectors at all. 

Appendix; 

Scope for Presumptive Direct 
Taxation in India 

The principal purpo.se of this appendix is 
to examine whcibc- the possible revenue 
gain Irom applying scclor-specific 
presumption can be assessed from existing 
data souiccs. (The introduction of a 2 per 
cent MAT on the 5(K) largest companies in 
India has already been estimated [Bagchi 
I99.S] to lead to a 75 per cent increase in 
collections.) This is followed by a brief 
review of the use of presumption in India. 

The only possible nationwide source of 
intorrnation on value added and incomes in 
services arc the penodic surveys conducted 
by the Central Statistical Organi.sation as a 
pari of (he naiK ual accounts estimation 
exercise. The laic.si published survey is for 
the year 1983-84 ICSO 1987], which is the 
basis loi the current .senes on national 
accounts. A more recent survey was 
conducted in 1991 -92, but the data continue 
to be in process. 

Table A. I presents the 1983-84 survey 
figures, separately for enterpnses with and 
without hired workers, of average gross 
income per enterprise, per operating 
partner, and per hired worker, for five 
service groups at NIC two-digit level (there 
IS no information at further levels of 
disaggregation, and net income figures are 
not provided lor enterprises not hiring 
workers). The figures fail the plausibility 
test. The average annual gross income per 
cnierjinse wilh hired Nvorkers in fecreation- 
providing services including motion picture 
production (NIC code 95), of Rs 21.330 
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in 1983-84, is quite simply ridiculous. 
Likewise the figure of Rs 9,690 per private 
medical enterprise with hired workers is not 
even remotely credible. 

Comparable nationwide average.s are not 
available from any other source. However, 
region-specific surveys can give some idea 
ol the magnitude of underestimation in 
the CSO figures. A survey of incomes of 
non-government medical practitioners in 
1990-91 in the Delhi region |Kansal I992j, 
updated to 1990-91 prices, reveals an 
underestimation factor of roughly 20 lor 
those practising inTlinics, and more than 50 
for those running nursing homes, as 
compared to the CSO urban average (across 
all enterprises, including those not hiring 
workers). The two surveys arc ofcour.se not 
directly comparable on several counts, the 
Kansal survey was confined to Delhi and 
covered ju.st allopathic practitioners, whereas 
the CSO coverage was nationwide and 
extended acro.ss medical practitioners of 
all. including indigenous, sy.stems of 
medicine Even so, the comparison gives 
some indication of the magnitude of 
underestimation involved. 

A ranking of occupations by income is 
possible from the CSO figures nevertheless. 
Of the five occupation groups, the legal 
profession is at the lop of the rankings for 
both income per enterprise, and income per 
hired worker. The absolute annual income 
of legal enterprises with hired workers, even 
at the appalling degree underestimation 
of the survey, was well the laKabIc 

threshold of Rs 15,(MX) in ! 98 V84. hut it 
must be remembered that ihc figures in 
Table A. I are of gross income. 

Table A.2 provides estimated net income 
of enterprises with hired workers, by rural/ 
urban breakdown, from which it can he seen 
that the disparity between rural and urban 
net income is not very wide, and that ihe 
avera^^e net imome of even rural le^al 
practitioners fell above the taxable threshold 
for the year. That such a finding should 
come out of a survey that seriously 
underestimates incomes is in itself a matter 
of considerable significance, and suggests 
at the very least that in terms of priority, legal 
service enterprises large enough to have at 
least one hired worker are worthy of 
consideration tor a presumptive levy. 

Clearly a serious examination of this 
issue calls for better figures and» more 
possibilities of stratification than merely 
by rural/urban location alone. But taking 
the 1983-84 survey figures as they stand. 
Table A2 presents a primitive calculation 
of presumptive tax liability. Applying the 
individual tax rate .schedule of 1983-84 to 


average net income per enterprise (the 
average number of partners per enterprise 
was one in mral areas, and 1.14 in urban 
areasyields a presumptive levy ot 
Rs 3,314 f)er rural enterprise, and Rs 4,490 
[ler urban enterprise, at implicit rates of 
12 45 per cent and 14.98 per cent, 
respectively. An undifferentiated levy on 
average income across all enterprises, rural 
and urban, works out at Rs 4,472, at im|lfttil 
rales of 16.81 per cent and 14.92 per cent 
on rural and urban enterprises, respectively. 
This underscores ine need for any 
presumptive levy in practice to includejis 
many parameters of stratification as possitJlc 
so that systematic factors explanatory of 
variations in income are taken care of. 

Either way, the revenue yield from a 
presumptive levy works out at roughly 
17.7 crore of rupees. This compares with 
a figuie for total tax collections from legal 
services for AY 1984-85 of Rs 13.5 crorc, 
at an implicit lax rate of 26.52 per cent 
from 13156 non-company assessees This 
figure IS from All-India Income-tax 
Statistics, which is known to be a variable 
sample of the returns submitted in any 
year. The information base tor AY 1984- 
85 was a total of 34.38 lakh non-company 
assessees above the taxable limit. The report 
of the Comptroller and Auditor General 
shows a total of 36.86 lakh non-company 
assessees above the taxable limit as on 
March 31, 1985 Applying this correction 
factor to actual collections from legal 
services in assessment year 1984-85 yields 
a total of Rs 14.5 crorc. This is a 22 per cent 
shortfall below a potential of Rs 17.7 crore, 
which in turn is based on a survey that is 
known to have hopelessly undci-estimated 
figures of income from service enterprises. 
Even if the survey had been accurate, actual 
collections should have exceeded the yield 
from a levy based on average income, given 
the progrcs.sive rate schedule. 

Any respectable presumptive income 
scheme will have to be ba.sed on a survey 
as reliable as Kansal’s on a nationwide 
basis. The Kansal survey suggests three 
distinct strata for medical practitioners, 
wiih there clearly being a fourth stratum 
of those practising indigenous medicine 
and therefore not covered in the Kansal 
survey; those without surgical posl- 
graduatequahfHalions. thr>se with surgical 
posl-graduaie qualfficaiions; and those 
operating nursing homes There is also a 
location element in income earned even 
within the Delhi region. The Kansal survey 
is merely suggestive of the types of 
stratification that will be necessary, but 
cannot prejudge the issue. 


It remains to be seen whether the 
1991-92 service enterprises survey of the 
CSO, when the findings are made available, 
will provide a more credible base for a 
presumptive tux calculation than the 
woeful underestimates of 1983-84. The 
schedules are roughly the same, except that 
for the first lime there is provision for 
recording whether the enterprise is 
registered with the relevant authorities. 
There is provision, as in 1983-84, for 
detailed recording of facilities operated by 
medical establishments, and it is to be 
hoped that these data will not remain 
unpublished, as happened with the earlier 
survey. 

The second critical information require¬ 
ment is the need for li.stings of establi.sh- 
ments and practitioners. Kansal’s 1990-91 
survey of medical practitioners in Delhi 
found only a voluntary fee-based 
membership listing with a professional 
organisation. Unless this critical 
information requirement is tackled on an 
emergency basis, there does not exist even 
a frame on the basts oj which a sample to 
determine average potential income can he 
selected. 

In India, there have always been implicit 
elements of presumption within the 
conventional assessment system [Bagchi 
1988], norms used for income from house 
property are an example “‘The same norms 
also apply for urban property taxes imposed 
by municipal bodies m India, which for 
(hat reason could perhaps be termed 
presumptive levies However, the 
agricultural land taxes imposed at state 
level are not explicitly related to the yield 
of the land, and are therefore more in the 
nature of fees than exercises in presumption. 
Likcwisc. a conventional wealth lax is 
typically not based on any presumption 
regarding potential income, .since income 
actually derived from the same wealth is 
the province of the income tax which it 
usually accompanies. Indeed, the tax base 
for the wealth tax can be so specified, as 
IS (he case in India .since 1992-93, as to 
exclude income-yielding assets, with the 
efficiency objective of changing the 
disposition of household savings in the 
direction of productive assets. There is a 
profession poll-tax that is levied by many 
state governments, some of which are 
stratified by location or other parameters, 
but which are not for that reason presumptive 
levies " * Presumption has never been applied 
to corpoiate entities, but there was an 
experiment with a minimum tax at 30 per 
cent of book profits (Section II5J), from 
April 1, 1988 to April I. 1990. Although 


1118 


Economic and Political Weekly May 6-13, 199S 



not presumptive in design, the intent of 
computing minimum taxable income at 30 
per cent of book profits was to combat 
base erosion through exploitation of 
concessional loopholes, akin to that of the 
MAT. Its discontinuance was formally 
stated to be the withdrawal of the 
concessions which gave scope for 
avoidance, but there continue to be zero- 
tax companies today, including some of 
the largest corporate giants. It is important 
to remember that there was no court 
judgment that was adverse to section 115J, 
despite some legal wrangling over 
carryforward of depreciation and losses. 

More recently, there have been explicit 
piecemeal accretions of sourcc-speciftc 
presumption to the individual income 
tax, starting with the short-lived levy on 
liquor and forest product contractors, 
introduced with effect from April I, 1989 
(Section 44AC)/' but withdrawn with 
effect from April I, 1993. The provision 
suffered adverse legal rulings, which 
incidentally neither ruled out the need for 
presumption in evasion prone lines of 
business, nor the base used, but questioned 
the use of a flat national norm in the face 
of wide regional variations.The critical 
shortcoming was fhe lack of explicit 
predication on region-specific field surveys. 
The court rulings converted what was a 
final withholding in intent to what is now 
a provisional withholding at source, subject 
10 final assessment through conventional 
procedures without any reference to norms. 

The 1992 flat levy of Rs 1,400 on small 
business (section 115K1 is widely referred 
to as a presumptive tax, and indeed in 
popular perception i.s synonymous with the 
term, although the presumptive component 
in It was deleted after one yeai of its 
introduction. There was initially an explicit 
presumption of taxable income at 7 per 
cent of turnover applicable to retail traders 
alone, with all retailers deemed to be at the 
turnover ceiling of Rs 5 lakh. With the 
widening of the occupational coverage of 
the scheme, its applicability was stipulated 
in terms of that level of taxable income at 
which a conventional income tax would 
work out to a levy of Rs 1,400; the stipulated 
income has been steadily raised from its 
initial level of Rs 35,000 to keep pace with 
increases in the exemption limit and is 
currently Rs 47,000.*^ Thus, the scheme 
as it presently functions has no presumptive 
elements in it, and is merely a simplified 
voluntary option for those outside the tax 
net falling within a taxable income ceiling, 
at which ceiling those opting for the scheme 
are deemed to bc."^ For those at lower 


levels of income, the higher tax liability 
under the scheme i.s offset by a simplified 
compliance procedure; for those above, to 
whom the scheme does not technically 
apply, there is the added inducement of a 
lower tax liability with a low probability 
of detection. 

At the end of the two-year period for 
which the scheme was initially introduced, 
the total number of new lax entrants 
numbered around 2 lakhs as compared to 
the expectation of 10 lakhs. The principal 
difficulty lay not with the small numbers 
opting for what waa a voluntary scheme, 
hut with the lack of any reference lists on 
the basis of which compliance could he 
enforced through either the simplified 
scheme or through conventional accounts- 
based self-declaration. There is an 
inducement toctimply only when not opting 
for presumption implies follow-up through 
the conventional a.ssessment stream. The 
same problem afflicted the estimation 
scheme for construction contractors and 
the capacity-based presumption for truck 
owners introduced in 1994 (Sections 44AD 
and AE), also voluntary options.’'^ 

What IS important in all these schemes 
is that taxes should be paid through either 
of the two channels, not that tolicctions 
through the simplified channel should 
necessarily record increased receipts (and 
indeed there is evidence that the near 
doubling of receipts under the Rs 1,400 
scheme in 1994-95 as compared to 1993 
94 has resulted m some businesses being 
forced to pay under both channels in the 
precincts of zealous tax officials anxious 
to meet revenue targets). I'his has reinforced 
the perceived rcgressivily of a levy which 
went after the small when the big so 
demonstrably continue to evade the tax 
net This in turn has imparted a negative 
connotation to presumption, unwarranted 
because the levy is not in fact presumptive, 
and unfoitunatc because presumption 
actually offers a way by which to enforce 
compliance among the big and thus to 
improve the progressivity of direct taxes. 

Because of the configuration of the 
Rs 1,400 levy whereby the scheme targets 
potential taxpayers whose lax liability has 
remained constant as assessed at conven¬ 
tional rates, and is not a flat presumptive 
levy, the requirement of indexation docs 
not directly apply, but it docs in the case 
of the capacity-based levy on trucks, which 
is specified as an unindexed absolute per 
track.*** 

The Finance Bill of 1995 has no further 
presumptive provisions. Mention .should, 
however, be made of the extension for 


provisional withholding at source for 
provisional and technical service providers, 
contract fees and income from mutual funds 
above a certain level. The pasi experience 
with provisional withholding has been that 
what is withheld is eventually paid out as 
refunds. In the absence of bases for 
verification of all elements of .self-declared 
income, extension of provisional 
withholding merely adds to refund claims, 
and they increase the administrative load 
without much revenue additionality. What 
is needed, and increasingly practised in 
developing counincs. is extension of final 
withholding at source. Overburdened tax 
administrations in these countries need a 
reduction in the number of filed returns, 
rather than an increase. 

Although this paper is confined to direct 
taxation, the increasing use of capacity- 
based presumption as an option in state- 
level sales taxation bears testimony to the 
immense administrative advantages of the 
use of presumption, even as perceived by 
taxpayers. An example is the 1993 
amendment of the Haryana General Sales 
Tax Act to permit capacity-based taxation 
of brick kilns. 

Suggestions foi ihc introduction of 
presumptive levies on agricultural income 
go hack to the agricultural holdings lax 
suggested in the Raj Committee Report of 
1972, sub.scquen(ly modified by Bagchi 
1978 into a more tractable and imple- 
mcntable .scheme. The Bagchi modi¬ 
fications consisted principally of estimat¬ 
ing the ‘ralcable value of land’, or the 
presumptive income from land, as an 
average for a region with respect to one 
or two principal crops grown, in two strata 
by prc.scncc or absence of irrigation, rather 
than specifically v ith jespecl to each 
agricultural holding on the basis of its 
actual cropping pattern, and the use of 
gross output rflther than net income as the 
basis for the calculation of presumptive 
income, with a corresponding downward 
adjustment in rates of tax applied. Bagchi 
also suggested the replacement of the 
operational holding basis of the Raj scheme 
with an ownership-basec! scheme Operation 
is, however preferable to ownership on 
neutrality grounds [see Section II; also 
Bird 1970:951. Since taxation of agriculture 
under the constitutional allocation of fiscal 
authority rests with the states, it is not 
implementable at national level.*** None of 
the state governments saw fit to introduce 
theRaj-Bagchi schemes in any form, because 
of possible adverse political repercussions 
(although income taxes are levied on 
agricultural plantations in all stales where 
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they exist).'*'' A system of ‘land revenue* 
levies, at low rates unrelated to present-day 
agricultural productivity and prices, exists 
in most states.'" 

The data for the formulation of pre¬ 
sumptive norms for the agricultural sector 
already exist to some extent in the cost of 
cultivation data that have been routinely 
collected over the years. Listings of holdings 
already exist because of the land revenue 
levy. With the 73rd Amendment to the Indian 
Constitution, which gives a constitutional 
status to self-government at the level of 
village panchayats, and the search for 
sources of revenue whereby the panchayats 
are to discharge the new function.s allotted 
to them, the time is opportune for a 
transformation of the land revenue into a 
presumptive levy with powers ofadlection 
and appropriation given to panchayats. 
This is certainly the appropriate level oi 
government at which to impose the levy. 
The Bagchi design, with prcjvision for 
the valuation only of the yield from 
land rather than of the land itself, is most 
appropriate for use by panchayats. because 
of both its simplicity and transparency. 
Large-scale corporate farming can be 
taxed on actuals, as indeed is presently the 
case for agricultural plantations. The 
issue of the uses to which these revenues 
arc to be put belongs within the province 
of the State Finance Commissions, 
although it is clear that cnloicement will 
be enhanced if the pioceeds were to be 
earmarked for the dovclopmenl of 
agricultural infrastrurtm 

Notes 

(The author thanks Raja Chclliah, Ainaresh 
Bagchi. Richard Bird. Arindain Das Gupta and 
K M Sultan for very useful advice, and Milka 
Casanegra de Jantscher, Parthasarathi Shoiiie 
and Carlos Silvani for comments at a .seminar 
at the Fiscal Affairs Department. International 
Monetary Fund. The study was funded by a 
UNDP grant.] 

1 Tax reform in the whole of the post-war 
period is surveyed in Gillis, 1989 More 
recent years arc reviewed in Soos, 1990, a 
symposium on tax policy in developing 
countries in the World Hank tU onomu 

>• Review 1991, with an overview by 
Khalilzadch-Shirazi-Shah; Bagchi 1991; 
Bird 1992, Bird-Casancgra 1992, 
Shome 1992; Sadka-Tanzi 1993; and Bagchi 
ctal 1994 There arc also a number of country- 
specific reports, although the only 
conprehensive tax structure study with an 
analysis of pre- and post-reform tax burden 
is that for Jamaica [Bahl 1991.749-92]. 

2 “The administrative dimension is central, not 
peripheral, to tax reform” [Bird 1989:326). 


3 Reduced progressivity through flattened 
rate structures is a part of the standard 
package of recommendations given by 
IMF Technical Assistance Missions 
fShome 1993) 

4 Chile has now introduced final withholding 
on wages and salaries at progressive rates 
ranging from 5 to 50 per cent. In Colombia, 
there has been a substantial increase in 
final withholding along with elimination 
of personal exemptions and itemised 
deductions as a part of the tax reform of 
1986 [McLurc-Pardo in Bird-Casanegra 
1992.125-27), This has happened also in 
the Philippines avS a part of the 1981 tax reform 
[^Das-Gupta, 1994^ The withholding system 
in Korea is said lo have the widest coverage, 
although it IS not clear if this i.s final 
withholding [Bagchi 1991.71]. 

5 Several ob.servers have commented on the 
similarity of tax systems of less developed 
countries to that in the metropolitan 
country, see McLurc-Pardo 1992 138 That 
developing countries become confined thereby 
to the narrow tax base of organised activity 
has been long rcco-gnised in (he literature 
(Hinrichs 1966, Musgravc 1969). 

6 An example of an early presumptive lax 
wa.s the 1696 Window Tax m England, 
levied nt progressive rate.s on the number 
of windows in a structure, see Lapidoth 
1977 57 For a history of moves towards 
global taxation in developed countnes see 
Bird-Oldmari 1977. 

7 The move lo global income taxation fft^i 
earlier schcdular system goes back fairly Tar 
in some developing countries, as for example 
1927 in Colombia, it is more recent m 
Venezuela. Brazil and Indonesia (Gillis 
1989 47, 267, 285 and 33] Uruguay' went 
buck to schedular taxes in 1974-75 after as 
little as 12 years with global taxation 
(Ibid 30) 

8 Das-Gupia, I994h, classifies the hard to-tax 
as those with a large number of independent 
income-generating transactions, as contrasted 
with a salaried employee who has in effect 
a single income generating transaction 

9 Perhaps the only case where this was actually 
explicitly done was in the 1973 Bolivian 
'unified national tax’, which exempts certain 
specified occupations. 

10 The A.SDI as enacted for example in Cole 
dTvoire IS a 5 per cent advance provisional 
withholding on all pre-retail transactions 
The Withholding is creditable against 
VAT, income tax or bu.siness licence 

^ fees [Chnstophe Grandcolas. private 
communication) 

I i For example, the presumptive schemes in 
Francophone Afi ica arejudged to have failed 
because ot an insufficient basis of prior 
sectoral study [Baldet 1991:261 

12 Sadka-Tan/i, 1993 trace the ancestry of the 
ide.a to a 1938 hoof' by Luigi Einau'di tilled 
Mm € Paradossi della Giustizta Tnbutana 
(Torino* Giulio Einaudi) 

13 Any levy that is additional to an income 
tax based on actuals cannot involve 
presumption regarding income. 


14 They may do so even at the minimum rate 
of return, if tax loopholes reduce taxable 
income much below book profits. In that 
case, firms may have to earn more than the 
minimum rate of return in order to fully 
exhaust the crediting provision against the 
minimum asset'based levy 

15 There exists a proposal for exactly such a 
consumption-based presumptive tax. but the 
suggested methodology of applying taxable 
income multipliers independently and 
additively lo observed items of consumption 
IS very questionable (Sathe 1994:8-9] Even 
in the Israeli tax system which uses an 
eclectic mix of all possible indicators to 
establish tax liability, the use of consumption 
indicators wa.s minimised because they 
involved “so many conjccfurcs as lo become 
almost wholly unreliable as independent 
support for an as.sessnient of income" 
fWilkenfeld 1973 1.54) The French have a 
system of consumption-based indicators 
such as rental value of residences, number 
of resident domestic servants and ownership 
of cars and higher order luxury items, used 
however rather sparingly since 1986 »r. 
[Rajaramun-Singh 1995 87] 

16 This IS why in the Ficnch occupation and 
region-specific monographies, coefficients 
are provided for generating turnover from 
input usage; no attempt is made to measure 
turnover directly. 

17 In the earlier Israeli system of occupation- 
specific tachshivim, the tachshiv for srnal- 
scale shoe manufacturers forcxamplc, which 
was based miliaily upon the number of 
cobblers employed, meant that work in- 
hou.se was discontinued and contracted out 
instead to former employees, the fax base 
was subsequently modified 

18 Checks are introduced by making public 
the declared value.s by type of asset and 
location, without reference to the individual 
making the declaration, with a provision 
that any asset on the published list could 
be purchased by the tax administration at 
140 per cent of the declared price, and by 
any inernher of the public at 150 per cent 
of the declared price. The taxpayer has the 
option not to sell the asset by paying 5 per 
cent of the declared value lo the tax 
adinini.stralion. and an additional 5 percent 
in case the purchase offer is from a member 
of the public, to the person making the offer 
[Allais 1977, as reported in Sadka-Tanzi 
1993.67]. 

19 Interestingly, the Raj Committee for 
agricultural taxation in India recommended 
operated acreage as the base, whereas the 
revisedBagchi scheme recommended owned 
land (Bagchi 1978). 

20 See also Bird 1970 95. for recommendation 
of operation over ownership, 

21 Presumptive taxation may be regarded as 
the limiting ca.se of relaxation in standards 
of proof required of the tax administration 
in Its puisuit of evaded tax liability (Das- 
Gupia 1994:12]. 

22 See Appendix for further,details on Indian 
legal rulings on the issue. 
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23 Including in India today, despite the removal 
of the investment allowance, due to 
depreciation provisions under the Income 
Tax Act. 

24 The AMT is based on an alternative 
computation, but on the same reported 
income actuals. Beginning in 1990, the book 
income component has been replaced with 
an ''adjusted current earnings*' concept of 
immense complexity, so that the alternative 
computation is not a simple matter 

25 Turnover-based minimum corporate levies 
apply in Cameroon (at concessional rates 
up to the fifth year of activity, I. I per cent 
thereafter, subject to an absolute floor). 
Congo (I per cent); Gabon (1.1 per cent 
subject to an absolute floor); Malawi (at 
slabbed rates with an exemption for export 
turnover); and Pakistan (0.5 per cent, not 
applicable to local branches of foreign 
companies). 

26 There arc in addition countries where 
corporate tax is payable in quarterly 
instalments as a percentage of turnover. 
This can function in effect as a turnover- 
based minimum tax where, as for example 
in Guatemala, refunds can be claimed only 
tf the firm submits to an audit of its return 
(Bahl ct al 1994 98) 

27 In 1994 minimum add-ons. os distinct from 
properly tuxes, were in force in Cameroon 
(at decreasing slab rates of 1.5 per cent to 
0 5 per cent on gnoss assets), Ecuador (0 15 
per cent of net worth); El Salvador (0,9 per 
cent to 2 percent of net worth); and Uruguay 
(2 per cent of gross assets with some 
liabilities deductible, 2 8 per cent on net 
worth of banks) 

28 The rulings of the Internal Revenue Service 
of the US, torexainple, explicitly disqualify 
foreign taxes imposed solely on imputed 
income [McLces 1991b 1173) 

29 From March 31, 1990 (Pricc-Waterhousc 
country booklet on Bolivia, which reports 
the situation as of October 31, 1992) It is 
reported to have started as a 1 per cent lax 
ISilvani in Bird-Casanegra 1992:49]; 2 per 
cent according to other sources [Bird 
1992.13^and Byrne 1994.537). 

30 There is a discount of 10 per cent if the tax 
is fully paid on the due date; alternatively, 
a 30 per cent down payment is possible, 
with subsequent payment by instalment, 
where the amounts due are indexed in line 
with the devaluation of the boliviano against 
the US dollar. 

31 "Withdrawing from the complex task of 
taxing personal and corporate income" was 
a key to the success of the Bolivian tax 
reform [Bird 1992:17). There is no 
information on the revenue contribution of 
the corporate levy alone, but tax revenues 
as a percentage of GDP rose from 1.12 per 
cent prior to the reform to 7.40 per cent by 
1990. This is widely considered to have 
been a major contributor towards control of 
the Bolivian hyperinflation [Silvani-Rodano 
in Bird-Casaregra 1992:57]. 

32 Because the Venezuelan carry forward 
provision reduces income tax liability in 


excess of the minimum, it conespondingly 
reduces the foreign tax credit that can be 
claimed [Byrne 1994:537]. 

33 In the Bolivian case above there is no parallel 
corporate tax. but at the rates applied to the 
exempt sectors, the asset-based levy 
corresponds to a presumed return on net 
worth of between 7.5 per cent and 10 per 
cent, which is very high. 

34 Amended several times since [sec McLces 
199 la]. 

35 There was u 12 9 per cent real increase in 
total corporate collections in 1989, the year 
of Its introduction, at a time when parallel 
reforms in the corporate income tax would 
have led to a I percent drop [Gil Diaz 1994J. 

36 Not enough time has passed since the 
introduction of the Mexican MAT for an 
assessment of whether the tax has 
contributed towards raising the average rate 
of corporate return on assets, or of reducing 
the dispersion around the mean. 

37 First called the Bu.siness Assets Tax law. 
it was amended in December 1989. effective 
January 1.1990, and rechristened the Assets 
Tax Law (ATL) The ATL was further 
amended in December 1990, effective 
January 1, 1991. 

38 The term ‘total assets’ is defined here and 
in Table I to include fixed assets net of 
depreciation The term ‘gross asset-based* 
is often used in the literature for those levies 
like the Mexican which are not based on 
net worth [sec, for example. Sadka-Tanzi 
1993 71); it wrongly suggests that fixed 
assets were included at their undepreciated 
value 

39 The period ss U) years starting October I, 
1993. prior lo that the period of carryback 
was five years, and prior to that, three 

40 It must also be remembered that other iax«*s 
on corporate entities would jointly determine 
the incentive for misreporting of any item 
of expenditure or receipt 

41 IRS soling 91-45 specifically rules that the 
Mexican form of carryback refund will not 
disqualify foreign tax credit claims, since 
it does not reduce actual corporate lax 
payable in any year. 

42 Even if the information base is good and 
such interest does not escape taxation at the 
recipient end, there is still an incentive for 
earnings stripping through interest payments 
unless dividends arc not double taxed, and 
the rate.s of corporate and income taxation 
are at par. In Mexico, the flat corporate rate 
of 35 per cent and the top rate on individual 
incomes were brought to par in 1990. and 
double taxation of dividends has been 
eliminated 

43 Byrne suggests that another advantage of 
a gross base is (hat it enables a lower rate 
[Byrne 1994.538], although as is clear from 
Table 1 ii docs not in practice always so 
result 

44 Price-Waterhousc. 1994, but other sources 
suggest the levy was introduced for only 
three years at the outset [Bird 1994:21) 

45 Mexico also has a provision under which 
the enterpnse can elect to use its assets for 


the second preceding year instead of current 
assets, so as to give business expansion the 
same two-year holidays as is granted to new 
businesses [McLees 1991:118] 

46 Except for a tax overlay in Peru; see note 
pi. Table 1 

47 It is interesting that although the US enacted 
an alternative minimum tax on individuals 
in 1983, akin to that on corporations 
introduced in 1982, there has been no 
mimicry of this in developing countries 
unlike the case of corporate taxation. 

48 Employees arc entitled to an exemption of 
twice the national wage 

49 VAT vouchers were transferable, and an 
active secondary market did develop as 
intended. 

50 The Bolivian VAT is unusual in that it 
coexists in the tax reform package with a 
conventional* cascading turnover tax with 
a wider coverage (extending to interest and 
gifts) than the V AT The rate of the turnover 
tax has surprisingly been increased post- 
reform from I per cent lo 2 per cent. 

51 The lower end of the range may well be 
lowci. at 0 35 per cent, 

52 Country sources private communication. 
However, a published source says that 
authority for collection of the presumptive 
tax rests with municipal governments, and 
that there is no .single national register of 
taxpayers [Silvani-Radano in Bird- 
Casanegra 1992.33-34] 

53 Country sources private communication. 

54 The tax applied to individuals right from 
the start, but during its long history, there 
might have been periods when it did not 
extend to limited liability companies 
[McLurc c! al 1990 J39j. 

55 The rate of levy may not have remained 
constant at 8 per cent during the entire 
period until the reform of 1988. There is 
a decree number 3746 of 1982, raising the 
rate to 8 per cent in 1985 in stages from 
6 per cent in 1982, which suggests a prior 
reduction from the initial rate of 8 per cent. 

56 Starling in 1994, from a reduction in 1992 
to 6 per cent, and in 1993 to 5 per cent. 
It was scheduled foi furt\w« icuuction in 
1994 lo 4 per cent, but Price Waterhouse 
reports the 1994 rate as 5 per cent. The levy 
is incorrectly reported to have been 
eliminated by Law 6 of 1992 in the IBFD- 
Cl AT Database, 1994. 

57 Further, any increase in net wealth that could 
not be explained due to exemptions or taxed 
income, was taxable as current income. 

58 Such as that the minimum was compared 
to total declared income, rather than to 
asset-derived income alone; this meant that 
if salary income exceeded the presumed 
minimum, asset-derived income could go 
undeclared, and tax payable only on salary 
income [McLure 1990:290]. Published 
sources indicate this was still in force until 
1988 (McLure el al 1990:24], but country 
sources indicate it was removed in 1986. 

59 If confined to commercial urban properties, 
there is no problem of having to exempt 
self-occupied housing. 
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60 See Ri^araman-Singh, 1995: Chapter IV. 

61 There are, however, opposing viewpoints 
on this. Richard Bird, one of the earliest 
proponents of the need for incorporating 
presumption in the tax structure of 
developing countries, recommends a land< 
value based system for agriculture, which 
would automatically incorporate location 
and land quality [Bird 1970:93]. He also 
recommends self-assessment at expropri- 
able rates, for further administrative 
simplification In a later work [Bird 1974. 
237-40], he leans towards potential use value 
where the objective is taxation of agncultural 
income, but **with a close check being kept 
on divergences from sale values”, and with 
taxation of any excess of market over use 
value deferred, but not exempted, until the 
land IS sold. 

62 Where valuation is recommended, opinion 
leans towards omitting structures from the 
taxable base* ”...an agricultural land tax 
may be both simpler and slightly more 
desirable economically if its base does not 
include visible improvements” [Bird 1974 
242). The difficult issue of operationalising 
this omission remains. 

63 Milka Casanegra: private communication 

64 There was a 1979 exemption of 50 per cent 
of the value of beef and dairy cattle [McLure 
in.Giliis 1989' 64], a 1983 reduction of the 


value of rural real estate to 75 per cent of 
its cadastral value, and the further reduction 
to 60 per cent of cadastral value for all real 
estate in 1986; all these were eliminated in 
the 1988 reform. 

65 Databases can be not merely incomplete 
but also misleading. Thus, the IBFD-CIAT 
databank declares that in Colombia, the 
presumption of income based on a taxpayer* s 
net worth had been eliminated However, 
country sources affirm that the presumptive 
scheme continues to exist. 

66 A similar scheme is reported to be in use 
in Korea (Ahmed-Stem 1991 ■ 278], but no 
details are available. 

67 Through a three-stage determination of gross 
turnover, gross profit and net profit, using 
physiciri flow indicators of output, such as 
dn ving licences issued in the case of driving 
schools; and of key inputs like water or 
electricity. 

68 Thus for example, there was a Supreme 
Court ruling in favour of a diamond dealer 
who had not maintained the requisite books 
of accounts, but challenged the tachshiv 
applicable to him on the grounds that there 
was no provision for deduction of bad debt, 
even though the tahshiv had been agreed 
upon between (he tax authorities and the 
Diamond Dealers Association [Lapidoth 
1977] 


69 If not suiyey-based, the basis was the 
accounts of firms that do maintain books, 
or negotiation with the relevant professional 
bodies [Lapidoth 1977:132]. 

70 Shlomo Yitzhaki: private communication. 

71 As for example in the earlier Mexican 
scheme for small transport undertakings; 
see footnote 5, Table 2. This also led to 
transfer pricing malpractices, whereby 
large corporate enterprises padded Iheir 
haulage payments to trucking subsidiaries, 
whose tax payments would depend only on 
the number of trucks operated [Diaz in 
Newbery-Stem 1987:342]. 

72 Replacing two earlier schemes for small 
' undertakings: see note 5 to Table 2. 

73 If VAT vouchers were non-transferable, 
there would be demand for them only among 
those above the income tax threshold (and 
for those among them who save). But 
because VAT vouchers are transferable, this 
generates pressure for vouchers among all. 

74 A tripartite pacto between business, works 
and government reduced the levy rate to 1.8 
per cent along with a reduction in the 
corporate income tax rate, whose extent is 
not known. The pacto may have been revised 
after the macro-economic crisis of December 
1994. 

75 It also offers* the advantage of putting a 
floor to the incentive for earnings stripping 


Advertisement for the post of a Community/Social Development Specialist 
in ODA Slum Improvement Projects Office 

SENIOR PROGRAMME OFFICER - COMMUNITY DEVELOPMENT 


Overseas Development Administration, the donor agency of the United Kingdom, is funding a number 
of poverty reduction projects in the urban areas in India and is looking for a Community/Social 
Development Specialist, on a two year contract, for their office in Delhi to provide quality professional 
support to the team involved with the implementation of the projects. 

Specific responsibilities of the job will include the introduction of a gender strategy, improving monitoring 
and evaluation of project interventions and development of new social development strategies to improve 
the quality and effectiveness of the programmes aimed at reducing poverty in urban areas. 

Candidates should hold a master's degree in anthropology or sociology and at least have minimum 
of 8 to 10 years experience in working in the social development field preferably with an urban 
background. Proven gender expertise will be essential. Some work experience with other donor agencies 
is desirable. Candidates should have good analytical and computer skills and be familiar with management 
information systems. 

Age preferably below 40 years. 

Salary (consolidated) will be in the region of Rs 18,000-Rs 27,000 per month, depending on experience. 

Applications, with two references, should reach Field Manager, DDA Slum Improvement Projects 
Dffice, 62 Anand Niketan, New Delhi 110 021 within ten days of this notice. 
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through interest payments which exists in 
the conventional corporate levy, unless 
suitably reformed. 

6 Because the valuation of real assets tends 
to be more lagged than that of financial 
assets, it introduces a bias in asset portfolio 
choice by individuals, which is greater the 
higher the inflation rate. On the other hand, 
physical assets are less easily concealed 
than financial assets The net effect is a 
function of the relative efficiencies of the 
tax administration in these two spares, 

77 The direct revenue contribulRn of 
presumptive taxation to revenue is described 
as weak from the evidenc of experience in 
developing countries (unsupported by 
figures, but plausible nevertheless; see 
Bulutoglu 1994:6). 

78 This was the case even in Israel, creating 
vested interest in the continuance of the 
system; see Lapidoth 1977; 134 and 145 

79 The justification for why individual rates 
were applied to enterprise income, even 
though the number of partnei^ per enterprise 
was slightly greater than one in urban areas, 
IS that in the event of a sharing of income 
and separate taxation of partners, the firm 
itseif would have been subject to taxation 
at the rate for registered firms An 
assumption that all firms would have been 
raxed on this basis would bias upwards the 
estimate of icvenue yield. 

80 Presumptive norms arc ahso used with 
respect to incomes earned by non-resident 
Indians from a variety of sources under 
Section 44 of the Income Tax Act. 

81 Bagchi, 1988, cites as an exaniple of a 
presumptive levy the Gujarat profession tax 
on legal and medical practitioners, which 
discriminates by number of years in practice, 
and size of settlement This remains a 
stratified fee, which would have been 
presumptive had the levy on the different 
classes borne some proportionality to 
differences in average income. The figures 
suggest that such was not the case 

82 Liquor contractors and deplers in forest 
products were presumed to have taxable 
income at a fixed precentage of their 
contractual payment. There was also a 
withholding provision whereby 20 per cent 
of the purchase amount was to be collected, 
along with any surcharges applicable, as tax 
payable at source (lower percentages applied 
to two categories of purchase). 

83 Most clearly expressed in i. ruling of the 
Andhra Pradesh High Court on the case of 
A Sanyasi Rao; see Rajaraman-Singh, 1995: 
58-69. 

84 Raised in steps to Rs 37,000, Rs 42,000, 
and as of 1995 to Rs 47,(KX), The turnover 
ceiling remained unchanged at Rs 5 lakh 
until it was raised in the Finance Bill of 
1995 to 6 lakh, although turnover no longer 
plays a role in the determination of taxable 
income. 

85 Income from financial assets or sources 
(such as manufacturing) not covered by 
Section 115K, up to Rs 5,000, are taxed at 
20 per cent; recipients of higher incomes 


from such sources are not eligible for the 
scheme. 

86 There is, however, a provision under 
Section 1I5N to investigate cases where 
there is prima facie evidence of higher 
taxable income than the stipulated level to 
which Section 115K applies 

87 The estimated levy on civil contractors 
applicable under a turnover ceiling of 
Rs 40 lakh, assumes that net profits 
constitute 8 per cent of gross receipts; the 
capacity-based presumption with respect to 
truck owners specifies a specific net income 
yield per truck, up to a maximum of 10 
trucks. Both arc intended for merger with 
other sources of income, and taxation at 
normal rates on the global total. 

' 88 The present rates are Rs 24.000 per heavy 
commercial vehicle, and Rs 21,600 per 
vehicle other than heavy commercial. 

89 It should be mentioned that from April 1, 
1970 until April I, 1981 agricultural 
properties were subject to the wealth tax 
levied by the central government, although 
this was in practice paid only by the small 
number of taxpayers that paid income/weath 
taxes on non-agricultural income or 
properly. Land is reported to have been 
valued at 10 times the Product Index Unit, 
a rough measure of normal production per 
acre by quality [(Ahmed-Stern 1991.2.54], 
but if true this would have been merely a 
convention without any legislative backing. 

90 When the income tax was first introduced 
in Bnti.sh India, agricultural incomes were 
not exempt The income tax was then 
withdrawn, and when reimposed 
permanently m 1886 did exempt agriculture 
[Ahmed-Stern 1991 16]. 

91 Land revenue contributed as much as half 
of all tax collections at the turn of the 
century, but its share hud come down to 7 
per cent at the time of independence 
[(Ahmed-Stern 1991:15, quoting other 
sources]. 
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Table 1: Overall Budgetary Position {Contd) 

1995-% 1994-95 1994-95 1993-94 1992-93 l%l-92 1990-91 1989-90 1988-89 1987-88 1986-87 

Budget Revisul Budget Actuals Actuals Actuals Actuals Actuals Actuals Actuals Actuals 

(6) Total espenditure (44-5) 171151 (6.1)162272 (14^) 151699 (6.9) 141853(15.7) 122616 (10.1) 111412 (5.8) 105298 (13J) 92908 (17.4) 79111 (15.9) 68261 (83)62916 (19.5) 
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Table 2: Central Govcminent’s Receipts 

(Rx crort) 



1995-96 

Budget 

1994-95 

Revised 

1994-95 

Budget 

1993-94 

Actuals 

1992-93 

Actuals 

1991-92 

Actuals 

19^-91 

Actuals 

1989-90 

Actuals 

1988-89 

Actuals 

1987-88 

Actuals 

1986.87 

Actuolt 

(I) Revenue receipts ^ 

100787 

88770 

86084 

75453 

74128 

66031 

54954 

52296 

43.591 

37037 

33083 


160.31 

156.8] 

159.1] 

(57.61 

(67.2] 

[63.2] 

(58.5) 

163.5] 

(59.31 

159.3] 

[60.5] 

(a) Gross tax revenue (1 +2) 

103762 

89831 

87136 

75744 

74637 

67361 

57576 

51636 

44474 

37666 

32838 

(1) Taxes on income, property 

30276 

25515 

24790 

20291 

18132 

15207 

11024 

10005 

8825 

6748 

6236 

and capital transactions 
uf which 

(29.2) 

(28.4) 

(28.4) 

(26.8) 

(24.3) 

(22.6) 

(19.6) 

(19 4) 

(19.8) 

(17.9) 

<(9.0) 

Corporation tax 

15500 

13250 

12480 

10060 

8899 

7853 

5335 

4729 

4407 

3433 

3160 


(14.9) 

(I4.7X 

(14.3) 

(13.3) 

(11,9) 

(11.7) 

(9.3) 

(9.2) 

(9.9) 

(9.1) 

(9.6) 

Taxes on income other than 

13500 

11000 

10925 

9115 

7888 

6731 

5371 

5010 

4241 

3192 

2879 

corporation tax 

(13.0) 

(12.2) 

(12.5) 

(12.0) 

(10.6) 

(10.0) 

(9.3) 

(9.7) 

(9.5) 

(8.5) 

(8.8) 

Wealth lax 

90 

80 

125 

154 

468 

307 

231 

179 

122 

101 

174 

(2) Taxes on commodities 

73486 

64316 

62346 

55453 

56505 

.52154 

46552 

41631 

35649 

30918 

26602 

and services 
of which 

(70.8) 

(71.6) 

(71.6) 

(73.2) 

(75 7) 

(77.4) 

(80.9) 

(806) 

(80 2) 

(82 1) 

(81.0) 

Custom duties 

29500 

26450 

25200 

22193 

23776 

22257 

20644 

180.36 

15805 

J3702 

11475 


(28.4) 

(29.4) 

(28 9) 

(29.3) 

(31.9) 

(33.0) 

(35.9) 

(34.9) 

(35.5) 

(36 4) 

(34.9) 

Excise duties 

42780 

369<i0 

36700 

31697 

30832 

28110 

24514 

22406 

18841 

16426 

14470 


(41 2) 

(41.1) 

(42.1) 

(41.8) 

(41.3) 

(41.7) 

(42.6) 

(43.4) 

(42.4) 

(42.6) 

(44.1) 

(b) Stale and UTs* share of tax 

29388 

24843 

24394 

22295 

20593 

17292 

14598 

13287 

10723 

9651 

8519 

revenue 

(28 3) 

(27.7) 

(28.0) 

(29.4) 

(27.6) 

(25.7) 

(25.4) 

(25 7) 

(24.1) 

(25.6) 

(25.9) 

(A) Centre’s net tax revenue (a~b) 

74374 

64988 

62742 

5.3449 

54044 

50069 

42978 

38349 

33751 

28015 

24319 


(71 7) 

(72.3) 

(72.0) 

(70,6) 

(72.4) 

(74.3) 

(74.6) 

(74.3) 

(75.9) 

(74.4) 

(74.1) 


(44.3) 

(41.6] 

(43.1] 

140 81 

[49 0] 

(47.9) 

(45.7) 

146 6J 

145 9] 

144 9] 

(44.51 

(B) Centre's non-tax revenue 

26413 

23782 

23342 

22004 

20084 

15961 

11976 

13947 

9840 

9022 

8764 


II.3.RJ 

(l.*! 2] 

(16 0] 

(16.81 

(18 21 

11.3.3J 

H2.7) 

(16.91 

[13.4] 

(14.41 

[16.0] 

Interest receipts 

18420 

162.35 

15978 

15062 

12487 

10933 

8730 

8474 

6981 

5755 

5353 

f>ividend and profits 

2946 

2721 

2793 

2448 

2493 

1058 

774 

716 

475 

605 

507 

Other non-lax revenue 
(11) Capital receipts 

5047 

4826 

4571 

4494 

5104 

3970 

2472 

4757 

2384 

2662 

2904 

(A-fB+C-f D+^ifF+G) 

66364 

67502 

.59615 

55440 

36178 

38528 

38997 

30020 

29878 

25408 

21572 


(39.7) 

(43.2] 

(40 9) 

(42.4) 

(32.8) 

[36.*] 

[41.5] 

[36.5] 

[40.7] 

140.7] 

[39.5] 

(A) Net interna] boraiwings (a-b) 

22700 

20700 

14700 

28928 

3676 

7510 

8001 

7404 

8418 

5862 

5532 

(a) Gross 

28256 

21654 

156.54 

30065 

4821 

8921 

8988 

8044 

8894 

6684 

6570 

(b) Repayments 

5556 

954 

954 

1137 

1145 

1411 

987 

640 

476 

822 

1038 

(B) Net external bi>iTowings (a-b) 

4456 

3947 

4279 

5074 

.5319 

5421 

3181 

2595 

2460 

2893 

2024 

(a) Gross 

10372 

9426 

966/ 

10024 

%25 

8279 

5339 

4443 

4016 

4069 

3040 

(b) Repayments 

.5016 

5480 

5388 

4950 

4306 

2858 

2158 

1848 

1556 

1176 

1016 

(C) Recovery of loans (net) 

6730 

6700 

6700 

6191 

6356 

6021 

5712 

4980 

4597 

4180 

3491 

(D) Small savings (net) 

8(K)0 

14000 

6000 

9100 

5717 

6640 

9104 

8575 

5835 

3911 

3411 

(a) Centre’s .share 

1000 

4351 

1000 

4100 

1453 

1159 

2078 

2833 

1630 

814 

611 

(b) States’ share 

7000 

9649 

5000 

5000 

4264 

5481 

7026 

5742 

4205 

.3097 

2800 

(E) Net provident fund 

2000 

1900 

1800 

1790 

1611 

1286 

1221 

1116 

961 

893 

767 

(F) Special deposits 

(G) Other Hems of capital 

8964 

8900 

8100 

7568 

7144 

6670 

7716 

7970 

6151 

4381 

3913 

receipts (net) 

1.3514 

11355 

18036 

-3211 

6356 

4980 

4062 

-2620 

1456 

3288 

2434 

(III) Aggregate receipts (I-fll) 

(IV) Central government’s 

I67I5I 

1.56272 

14.5699 

130893 

110306 

104559 

93951 

82316 

73469 

62445 

54655 

loUl liabiUtics (A-i*B) 

600859 

5421.58 

533053 

477698 

401924 

354662 

314558 

268193 

229771 

I95561 

166546 

(A) (jentnil government’s debt (a^b) 

362745 

325726 

327068 

293057 

241369 

209698 

185529 

1615.36 

140244 

I2IK69 

106612 

(a) Internal debt 

307898 

275098 

277.561 

245712 

199100 

172750 

1.54004 

133193 

114498 

98646 

86313 

(b) External debt 

59847 

50628 

49508 

47.345 

42269 

36948 

31525 

28343 

25746 

23323 

20299 

(B) Other liabilities 

Ratios (percentages) 

(1) Taxes on income, property 
and capital transactions to 

238114 

216432 

205985 

184911 

160554 

144964 

129029 

106657 

89527 

73692 

59935 

GDP at current market prices 
(2) Taxes on commodities and 
services to GDP at 

2.9 

3 1 

30 

2.6 

2.6 

2.5 

2.1 

2.2 

2.2 

20 

2.1 

current market prices 
(3) (Central government's total 
liabilities to GDP at 

7.0 

7.8 

7.5 

7.1 

8.0 

8.5 

8.7 

9.1 

9.0 

9.3 

9.1 

current market prices 57 4 

(A) Central government's debt to 

65.5 . 

64.4 

60.8 

.57 2 

57.6 

59.0 

5K.7 

58 1 

58.7 

56.9 

GDP at current market prices 

39.3 

39 5 

37 3 

34 3 

34 1 

.34.8 

.35.4 

35.4 

.36.6 

36.4 

(a) Internal debt 

29.4 

33.2 

33 5 

31.2 

28 3 

28.1 

28.9 

29.2 

28.9 

29.6 

29.5 

(b) External debt 

5.7 

6.1 

6.0 

6.0 

6.0 

6.0 

5.9 

6.2 

6.5 

7,0 

6.9 

(B) Other liabilities 

22.8 

26.1 

24 9 

23.5 

22.8 

23.5 

24.2 

23.3 

22.6 

22.1 

20.5 


Noiex\ (1) Figures in round brackets are percentages to gross tax revenue. 

(2) Figures in square brackets are percentages to aggregate receipts, 

(3) Other items of capital receipts include Rs 7,000 crore in 1995-%, Rs 4.000 crore in 1994-95, Rs 5,237 crorc in 1994-95 <revised), Rs -4K 
crore in 1993-94, Rs 1,961 crore in 1992-93, Rs 3.038 crore in 1991-92; disinvestments of equity holdings in public sector enterprises. 

(4) Recovery of loans excludes Rs 1,628 crore in 1986-87 of loans granted to state to clear their overdrafts with RBI 
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Table 3; Centnd Govenuaent’s Expendhuie 

(Rs crore) 



1995-96 

1994-95 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 


Budget 

Revised 

Budget 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

(I) Non«ptoa expenditure 

123651 

II3SII 

105117 

98998 

85958 

90453 

76933 

, 65388 

52960 

44052 

39920 


(71.8) 

(70.0) 

(69.3) 

(69.8) 

(70.0) 

(72.2) 

(73.1) 

(70.4) 

(66.9) 

(64.5) 

(63.4) 

(A) IiHcnsst payments 

52000 

44000 

46000 

36695 

31035 

265% 

21498 

17757 

14278 

11251 

9246 


(30.2) 

(27.1) 

(30.3) 

(25.9) 

(25.3) 

(23.9) 

(20.4) 

(19.1) 

(18.0) 

(16.5) 

(14.7) 

(B) Defence 

25500 

23544 

23000 

21845 

17582 

16347 

15426 

14416 

13341 

11968 

10477 


(14.8) 

(14.5) 

(15.2) 

(15.4) 

(14.3) 

(14.7) 

(14.6) 

(15.5) 

(16.9) 

(17.5) 

(16.7) 

(C) Subcidies 

12401 

12810 

9463 

12864 

11995 

12253 

12158 

10474 

7732 

5980 

5451 


(7.2) 

(7.9) 

(6.2) 

(9.1) 

(9.8) 

(II.O) 

(11.5) 

(n.3) 

(9.8) 

(8.8) 

(8.7) 

Food 

5250 

5100 

4000 

5537 

2800 

2850 

2450 

2476 

2200 

2000 

2000 

Fertilisers (indigenotis-i-imponed) 5400 

5166 

4000 

4562 

5796 

5185 

4389 

4542 

3201 

2164 

1898 

Export promotion 

315 

560 

300 

665 

818 

1758 

2742 

2014 

1386 

962 

785 

Other subsidies 

936 

1112 

822 

1600 

1081 

1035 

1075 

1442 

945 

854 

768 

(D) General services 

10896 

10275 

9692 

9474 

8860 

6932 

6849 

6129 

4979 

4388 

3633 


(6.3) 

(6.3) 

(6.4) 

(6.7) 

(7.2) 

(6.2) 

(6.5) 

(6.6) 

(6.3) 

(6.4) 

(5.8) 

Police 

2837 

2685 

2623 

2483 

2119 

1849 

1564 

1297 

1132 

980 

819 

Pensions (defencencivil) 

3851 

3651 

3604 

3303 

3005 

2416 

2138 

2327 

2014 

1586 

920 

(£) Social services 

2749 

2723 

2623 

2557 

2103 

1945 

1783 

1522 

1293 

1309 

1206 


(1.6) 

(1.7) 

(1.7) 

(1.8) 

(1.7) 

(1.7) 

(1.7) 

(1.6) 

(16) 

(1.9) 

(1.9) 

Education, sports, youth affairs 

964 

988 

932 

958 

774 

762 

721 

589 

474 

608 

499 

Health and family welfare 

416 

397 

362 

364 

303 

281 

236 

200 

140 

163 

145 

Labour and employment 

435 

440 

438 

492 

313 

288 

269 

253 

2^\ 

163 

232 

Information and broadcasting 

432 

394 

403 

354 

346 

305 

282 

222 

150 

164 

125 

(F) Economic services 

3721 

4203 

3433 

3495 

2660 

2606 

2492 

2782 

1944 

1894 

1437 


(2.2) 

(2 6) 

(2.3) 

(2.5) 

(2.2) 

(2.3) 

(2.4) 

(3.0) 

(2..S) 

(2 8) 

(2 3) 

Agriculture and allied activities 

474 

497 

473 

538 

442 

431 

418 

378 

261 

243 

164 

Energy, industry and minerals 

535 

616 

574 

721 

688 

938 

830 

1091 

672 

805 

469 

Transport and communication 
Science, technology and 

488 

657 

444 

567 

456 

210 

340 

482 

232 

207 

183 

environment 

874 

840 

816 

772 

672 

621 

555 

476 

427 

376 

343 

(G) Postal deficit 

287 

313 

125 

200 

86 

209 

186 

260 

170 

191 

215 


(0.2) 

(0.2) 

(0.1) 

(0.1) 

(0,1) 

(0 2) 

(0.2) 

(0.3) 

(0.2) 

(0.3) 

(0.3) 

(H) Non^plnn expenditure of UTs 

549 

521 

494 

1257 

1299 

1174 

986 

865 

725 

437 

556 

without legislatures 

(0.3) 

(0.3) 

(0.3) 

(0,9) 

(l.I) 

(l.I) 

(0.9) 

(0.9) 

(0.9) 

(0.6) 

(0.9) 

(1) Grants to states and UTs 

6016 

2327 

2334 

2271 

2645 

3921 

3982 

2143 

2186 

1789 

1714 


(3.3) 

(1.4) 

(1-5) 

(1.6) 

(2.2) 

(3.5) 

(3.8) 

(2.3) 

(2.8) 

(2.6) 

(2.7) 

(J) Grants to foreign governments 

205 

153 

187 

155 

132 

147 

139 

120 

124 

139 

114 


(01) 

(0.1) 

(0.1) 

(O.I) 

(0 1) 

(0.1) 

(0.1) 

(0.1) 

(0.2) 

(0.2) 

(0.2) 

(K) Loans and advances to 

7073 

9739 

5228 

4985 

4728 

5532 

7606 

5793 

4293 

3134 

3722 

state and UTs 

(4.1) 

(6.0) 

(3 4) 

(3.5) 

(3.9) 

(5.0) 

(7.2) 

(6.2) 

(5.4) 

(4 6) 

(5.9) 

(L) Other loons 

769 

1239 

936 

1731 

1008 

2009 

2881 

2036 

1107 

905 

1769 


(0.4) 

(0.8) 

(0.6) 

(1.2) 

(0.8) 

(1.8) 

(2.7) 

(2.2) 

(1.4) 

(L3) 

(2.8) 

(M)Non-plan capital expenditure 

1485 

1664 

1402 

1469 

1785 

782 

947 

1091 

788 

667 

380 


(09) 

* (1.0) 

(0.9) 

(1.0) 

(1.5) 

(0.7) 

(0.9) 

(1 2) 

(1.0) 

(LO) 

(0 6) 

Memo Items 

Defence pension (revised) 

2857 

2721 

2706 

2531 

2343 

1840 

1670 

1600 

1597 

1213 

695 

(11) Plan outlay 

48500 

48761 

46582 

42855 

36660 

30961 

28365 

27520 

26151 

24209 

22996 


(28.2) 

(30.0) 

(.30.7) 

(30.2) 

(29 9) 

(27 8) 

(26.9) 

(29.6) 

(3.3.1) 

(35.5) 

(36.6) 

(A) Budget support for central plan 

28994 

27934 

27278 

23348 

19777 

17096 

17496 

18049 

16333 

14458 

15001 


(16.8) 

(17.2) 

(18.0) 

(16.5) 

(16.1) 

(15.3) 

(16.6) 

(19.4) 

(20.6) 

(21.1) 

(23.8) 

(1) Economic services 

20945 

20284 

20455 

17863 

15412 

13122 

13859 

14762 

13073 

11756 

r2809 


(12.2) 

(12.5) 

(13.5) 

(12.6) 

(12.6) 

(11.8) 

(13.2) 

(15.9) 

(16.5) 

(17.2) 

(20.4) 

(a) Agriculture and 












allied activities 

2986 

2824 

2614 

2225 

1897 

1634 

1184 

1291 

1275 

nil 

1375 

(b) Rural development 

(c) Irrigation and flood 

6540 

5637 

6036 

4517 

3208 

2279 

2672 

2766 

1753 

1844 

1360 

control 

288 

233 

261 

261 

75 

210 

161 

46 

209 

158 

114 

(d) Energy 

3621 

3674 

4035 

3583 

3143 

2979 

3646 

4162 

3575 

2916 

1566 

(c) Industry and minerals 

3029 

2912 

3457 

3850 

2601 

2368 

2372 

2653 

2846 

3018 

5074 

(0 Transport 

2265 

2122 

2147 

1790 

3216 

2358 

2313 

2696 

2411 

2015 

2088 

(g) Communication 

(h) Science, technology 

90 

97 

82 

65 

80 

72 

335 

144 

194 

151 

616 

and environment 

1597 

1408 

1362 

1184 

838 

814 

706 

679 

660 

499 

477 

(i) General economic services 529 

1376 

461 

388 

354 

408 

470 

325 

J50 

44 

139 

(2) Social services 

7845 

7487 

6616 

5349 

4294 

3947 

3597 

3240 

3202 

2633 

2134 


(4.6) 

(4.6) 

(4.4) 

(3.8) 

(3.5) 

(3.5) 

(3.4) 

(3.5) 

(4.0) 

(3.9) 

(3.4) 

(a) Education, arts and culture 2041 

1772 

1749 

1410 

1104 

993 

%5 

960 

1063 

645 

398 

(b) Health and family welfare 2250 

(c) Water supply, sanitation. 

2029 

2008 

1662 

1419 

1101 

1037 

828 

872 

750 

728 

housing and urban 
development 

1695 

1271 

1305 

990 

684 

845 

718 

511 

456 

287 

382 

(Contd) 
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Table 3: Central Government’s Expenditure (Continued) 

(Rs cwre) 



1995-96 

Budget 

1994-95 

Revised 

ll 

1993-94 

Actuals 

1992-93 

Actuals 

1991-92 

Actuals 

1990-91 

Actuals 

1989-90 

Actuals 

1988-89 

Actuals 

1987-88 

Actuals 

1986-87 

Actuals 

(d) Information and 












broadcasting 

101 

58 

61 

60 

25 

112 

154 

266 

225 

198 

232 

(e) WelfareofSC/STsandOBCsBlI 

730 

632 

550 

485 

414 

344 

345 

299 

234 

218 

(f) Labour and labour welfare 136 

100 

126 

60 

34 

69 

20 

27 

20 

15 

15 

(g) Social welfare and nutrition 811 

1527 

735 

617 

543 

413 

359 

303 

267 

504 

161 

(3) General services 

204 

163 

207 

136 

71 

27 

40 

47 

58 

69 

58 


(0.1) 

(0.1) 

(0.1) 

(0.1) 

(0.1) 

(neg) 

(ncg) 

(0.1) 

(0.1) 

(0.1) 

(0.1) 

(B) Central assistance to state plan 

18726 

20134 

18741 

18558 

15664 

12708 

9949 

8719 

9082 

8923 

7079 


(10.9) 

(12.4) 

(12.4) 

(13.1) 

(12,8) 

(11.4) 

(9.4) 

(9.4) 

(11.5) 

(13.1) 

(11.3) 

(C) Central assistance to UTs 

780 

693 

563 

949 

1220 

1157 

920 

752 

736 

828 

916 


(0.5) 

(0.4) 

(0.4) 

(0.7) 

(1.0) 

(1.0) 

(0.9) 

(0.8) 

(0.9) 

(1-2) 

(1.5) 

Aggregate Eiqpendlture (I 11) 

172151 

162272 

151699 

141853 

122618 

111412 

105298 

92908 

79111 

68261 

62916 


Notes: Figures in brackets are percentages to aggregate expenditure; Subsidies include debt relief to farmers of Rs 341 crore in 1994-95. Rs 500 crore 
in 1993-94. Rs 1500 crore in 1992-93. Rs 1425 crore in 1991-92 and Rs 1502 crore in 1990-91 


Table 4: Revenue from Custom Duties 

(Rs crore^ 



1995-96 

T994-95 

1994-95 

1993-94 

1992-93 

1991-92 

1990-91 

1989-90 

1988-89 

1987-88 


Budget 

Revised 

Budget 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 

Gross custom duties (A+B-tC-t-D) 

30803 

" 27559 

26369 

23117 

24599 

22881 

21226 

18.562 

16234 

14059 

Refunds and duty drawbacks 

1303 

1109 

1169 

878 

882 

804 

658 

654 

479 

424 

Net custom duties 

29500 

26450 

25200 

22239 

23717 

22077 

20568 

17908 

15755 

13635 

(A) Import duties 

30327 

27052 

25873 

22655 

24136 

21839 

20962 

18326 

16019 

13815 

• 

(29038) 

(25955) 

(24713) 

(21784) 

(23261) 

(21047) 

(20308) 

(17675) 

(15546) 

(13405) 

Of which 

(1) Fniits (dried (uid fresh) 

175 

163 

140 

139 

107 

92 

93 

80 

77 

63 

(2) Animal or vegetable oils and fats 
and ihcircleavage products prepared 

edible fats, animal or veg waxes 

329 

307 

145 

128 

101 

148 

429 

249 

626 

619 

(3) Mineral substance 

149 

135 

213 

170 

215 

216 

206 

153 

120 

89 

(4) Petroleum oils and oils obtained from 

bituminous minerals and crude 

2936 

3480 

4200 

4549 

4053 

3344 

3145 

2149 

1917 

1862 

(5) Petroleum oils and oils obtained from 
bituminous minerals other than crude 

2843 

2144 

2325 

1988 

1227 

731 

555 

282 

396 

274 

(6) Organic and inorganic chemicals and 

pharmaceutical.s 

3004 

2513 

2117 

1804 

1977 

1916 

1742 

1613 

1408 

995 

(7) Dyes, colours, paints and varnishes 

180 

163 

170 

140 

174 

155 

164 

131 

100 

91 

(8) Photographic and cinematographic goods 429 

,373 

388 

.302 

335 

286 

241 

182 

155 

131 

(9) Plastic and articles thereof 

1144 

1078 

1200 

876 

1516 

1782 

1332 

997 

869 

703 

(10) Rubber and articles thereof 

359 

332 

351 

324 

378 

321 

290 

210 

174 

149 

(11) Manmade filaments and staple fibres 

209 

195 

100 

99 

84 

127 

396 

328 

219 

198 

(12) Primary matenals of iron and steel 

448 

389 

.339 

252 

509 

392 

538 

433 

271 

137 

(13) Iron and non-alloy steel 

968 

880 

726 

612 

876 

864 

808 

754 

776 

677 

(14) Stainless steel 

167 

152 

80 

105 

102 

149 

136 

156 

131 

90 

(15) Other alloy steel, hollow drill. 

bars and rods 

242 

220 

267 

207 

387 

341 

299 

264 

201 

172 

(16) Articles of iron and steel 

293 

267 

407 

325 

386 

488 

364 

318 

283 

264 

(17) Copper 

1091 

1012 

678 

741 

693 

530 

505 

439 

431 

401 

(18) Machinery excl machine tools and 

ball or roller bearings 

2748 

2234 

2300 

1971 

2214 

1835 

1945 

1541 

1065 

921 

(19) Machine tools (parts and accessories) 

525 

474 

155 

241 

202 

225 

209 

164 

135 

108 

(20) Ball or roller bearings 

542 

513 

266 

217 

256 

232 

232 

144 

141 

119 

(21) Electrical machinery 

2543 

2109 

1850 

1328 

1859 

1654 

1589 

1733 

1348 

797 

(22) Motor vehicles and ports thereof 

756 

691 

533 

450 

300 

294 

352 

297 

265 

235 

(23) Instruments (optical, surgical, etc) 

518 

450 

529 

447 

473 

315 

381 

317 

193 

175 

(24) Project imports 

2458 

2027 

1450 

1242 

1360 

1874 

1291 

. 960 

1154 

1710 

(25) Baggage 

737 

670 

1260 

659 

664 

487 

619 

586 

453 

364 

(B) Eiportdutici 

60 

50 

48 

41 

130 

16 

1 

6 

26 

49 


(58) 

(49) 

(46) 

(40) 

029) 

(16) 

(i) 

(5) 

(23) 

(47) 

(C) Ccn on exports 

97 

81 

83 

66 

55 

47 

35 

32 

30 

25 

(96) 

(80) 

(82) 

(66) 

(54) 

(46) 

(35) 

(32) 

(30) 

(24) 

(1) Coffee 

4 

4 

3 

3 

3 

3 

2 

3 

3 

1 

(2) Tobacco unmanufactured 

1 

1 

2 

2 

2 

2 

1 

1 

1 

1 

(3) Marine products 

20 

16 

14 

13 

II 

9 

6 

5 

4 

4 

(4) Iron ore 

14 

12 

6 

5 

3 

3 

3 

2 

2 

2 

(D) Otlwr receipt iiicl sale of goMniul 

319 

376 

365 

355 

279 

979 

228 

198 

159 

161 

sUver confiscated 

(308) 

(366) 

(358) 

(351) 

(274) 

(%9) 

(224) 

(1%) 

(156) 

(159) 


Notes: Figures in jbrackets are net of refunds and duty drawbacks^ Due lo rounding off totals may not tally. 
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Table 5: Revenue from Unioa ExdM Dudes 

■ (Rscror*) 



1995-% 

Budget 

1994-95 

Revised 

1994-95 

Budget 

1993-94 

Actuals 

1992-93 

Actuals 

1991-92 

Actuals 

1990-91 

Actuals 

1989-90 

Actuals 

1988-89 

Actuals 

1987-88 

Actuals 

Groii union eidie duties 

43930 

37900 

37800 

326% 

31362 

28585 

24881 

22670 

19122 

16591 

Refunds and drawbacks 

1150 

1000 

1100 

824 

710 

465 

430 

380 

296 

169 

Net union excise duCks 

42780 

36900 

36700 

31872 

30652 

28120 

24451 

22290 

18825 

16422 

(A) Basic excise duties 

36939 

31694 

31516 

27193 

26412 

23557 

20036 

17719 

15308 

13216 


(35589) 

(30694) 

(30416) 

(26368) 

(25702) 

(23092) 

(19606) 

(17339) 

(15012) 

(13047) 

Of which 

(1) Tea inci tea waste 

_ 

_ 

_ 


68 

75 

76 

79 

77 

77 

(2) Vegetable fats and oils partly or 

wholly hydrogenated 

II 

10 

25 

16 

45 

49 

50 

103 

100 

104 

(3) Cane or beet sugar and chemically 

pure sucrose in solid fonn 

321 

314 

355 

338 

311 

284 

216 

200 

185 

164 

(4) Molasses resulting from extraction 

or refining of sugar 

120 

99 

95 

81 

90 

75 

58 

52 

26 

16 

(S) Tobacco manufactures 

2242 

2132 

2363 

2116 

2134 

1842 

1602 

1506 

1291 

1158 

(6) Cement blinkers, cement of all soits 

2127 

1917 

2275 

1887 

1769 

1281 

1086 

951 

898 

870 

(7) Motor spirit 

1495 

1583 

1515 

1359 

1287 

1245 

1202 

1201 

1034 

903 

(8) Kerosene 

387 

389 

305 

247 

239 

246 

255 

268 

241 

250 

(9) RDoil 

1231 

1285 

800 

795 

743 

703 

693 

731 

683 

646 

(10) Caustic soda and potash. 

peroxides thereof 

191 

151 

138 

119 

117 

111 

118 

95 

71 

56 

(11) Soda ash 

222 

175 

155 

131 

125 

98 

79 

69 

63 

44 

(12) Organic chemicals 

1194 

1046 

790 

653 

714 

633 

437 

288 

246 

170 

(13) Pharmaceuticals 

851 

673 

670 

551 

527 

426 

353 

311 

292 

1^3 

(14) Paints and varnishes 

356 

295 

378 

289 

294 

239 

187 

138 

119 

81 

(15) Essemiol oils, resinoids, perfumery, 
cosmetics or toilet preparations 

380 

315 

311 

264 

295 

263 

226 

188 

167 

• 

136 

(16) Soaps 

387 

290 

345 

254 

216 

186 

152 

118 

111 

120 

(17) Organic surface active agents 

225 

180 

375 

285 

255 

164 

129 

112 

95 

85 

(18) Plastic and articles 

1811 

1449 

1900 

1417 

1221 

792 

488 

441 

359 

280 

(19) Tyres, tubes, flaps 

1350 

1138 

1100 

1051 

837 

811 

803 

629 

676 

557 

(20) Paper and paper board, articles of 

paper pulp or paper or paper board 

720 

570 

525 

488 

430 

388 

340 

313 

250 

221 

(21) Colton and cotton yam 

555 

504 

352 

331 

295 

191 

185 

129 

118 

119 

(22) Synthetic filament yam and sewing 

thread, etc 

1750 

1521 

2000 

1541 

1503 

1630 

1401 

1049 

924 

1047 

(23) Artificial or synthetic staple fibres and 

tow including waste 

405 

347 

478 

376 

298 

256 

249 

227 

221 

248 

(24) Iron and steel and articles 

4056 

3499 

2735 

2359 

2009 

1431 

1181 

1070 

829 

631 

(25) Aluminium and articles 

608 

527 

578 

538 

615 

653 

582 

523 

271 

194 

(26) Refrigerator and air conditioners 

and ports 

425 

340 

300 

264 

261 

271 

196 

180 

153 

126 

(27) Machinery tools 

54 

43 

41 

36 

60 

88 

61 

32 

24 

20 

(28) Ball or roller bearings 

232 

192 

200 

173 

186 

184 

139 

111 

64 

5! 

(29) Reception apparatus, radio broadcasters, 
television receivers, incl video 

monitoR and projectors 

220 

167 

250 

194 

189 

232 

264 

216 

139 

114 

(30) Insulated wines, cables, electrical 

conductors 

575 

426 

475 

404 

421 

271 

205 

20Z 

188 

143 

(31) Tractors 

50 

42 

24 

22 

79 

82 

59 

46 

43 

26 

(32) Motor cars and other motor vehicles 

for transport of persons 

1008 

824 

725 

597 

711 

779 

608 

391 

291 

242 

(33) instnimcnts (optical, photographic. 

surgical) 

118 

97 

115 

92 

101 

93 

79 

65 

59 

51 

(B) AddlUonal duties on textiles and products 

555 

484 

494 

462 

378 

348 

275 

209 

189 

176 

(C) AddRIonnl duties In lieu of sales tax 

2980 

2673 

2701 

2438 

2177 

1868 

1490 

1475 

1276 

1147 

Of which 

( 1) Cone or beet sugar and chemically 
pure sucrose in solid form 

360 

352 

4 

397 

368 

339 

314 

244 

229 

226 

197 

(2) Tobacco mamifactures 

1005 

956 

1062 

944 

933 

811 

708 

656 

526 

508 

(3) Textile products 

1607 

1356 

1232 

1121 

899 

735 

534 

584 

520 

438 

(D) Cess on coounodltles 

3656 

3050 

3090 

2603 

2395 

2812 

3080 

3267 

2348 

2052 

(I) Sugar 

161 

158 

175 

168 

163 

160 

142 

134 

133 

117 

(2) Indigenous cmde oil 

3222 

2655 

2680 

2214 

2169 

2466 

2757 

2947 

2029 

1770 

(3) Cool and coke 

97 

92 

92 

91 

80 

73 

70 

70 

65 

58 

(4) Televisions 

- 

- 

- 

- 

4 

32 

36 


48 

39 


1130 
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Notes: In the absence of final accounts under all of the above heads of resource transfers, revised estimates as contained in the centre s Budget at a Glance for all the years are presented in this table except 
for interest payments in item 9 for which accounts data for 1986-87 to 1993-94 arc available in the budget documents. 

States' share of taxes and duties in item I includes estate duties of Rs I crote in 1988-89. Rs 6 crorc in 1987-88. Rs 10 crore in 1986-87. 
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The ICRA Sector Focus Series highlights specific issues while making in-depth analyses 
of industry. It is oriented towards those who have an interest in contemporary developments 
in die Indian economy and in the specific industries covered. Researchers, academics, 
students, practitioners in the financial services world and corporate managers would find 
these publications useful. 
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ICRA Sactor Focus Series # 3 

THE CEMENT INDUSTRY IN INDIA The Competitive Structure, Profitability and Prospects 
by SuBiR Gokarn & Rajendra Vaidya 

This study examines the Indian cement industry using quantitative modelling techniques. It uses a mathematical model to 
ascertain the factors which explain differences in profitability for thirteen leading cement companies dunng the period 1988-^9 
and 1992-93. This model is a development on the Cochran-Orcut profit function. The basic data is drawn from the Annual Reports 
of 21 cement companies. It throws up interesting results which go towards clarifying the complex of factors, the interplay of which 
results in profit differentials. 

It critically analyses the outlook for cement demand and concludes that with new capacity creation investments underway, 
an excess supply situation is likely by 1998-97 unless economic growth and consequential construction investment accelerates 
significantly. Cement exports which have risen sharply in recent years is likely to be the focus of corporate strategy. 

Professor K.L. Krishna of the Delhi School of Economics has written the Foreword. Subir Gokarn and Rajendra Vaidya are 
on the faculty of the Indira Gandhi institute of Development Research, Bombay. 

ICRA Sector Focus Series # 4 

THE INDIAN STEEL INDUSTRY Investment Issues and Prospects Part IL Technology Choice and Investment 
by Ramprasad Sengupta 

This is the second part of the study on Indian steel. It looks at the aggregate demand projections made in the first part of the study 
in light of the experience of the past year and a half It further specifically examines the composition of the demand outlook 
between flat and non-flat products. 

The second section evaluates alternative technologies available for iron and steel making and their relative cost-economics. 
The third and concluding section dwells on the specifics of the experience of Rashtriya Ispat Nigam Ltd and issues relating to 
project management at TISCO and SAIL. 

Ramprasad Sengupta is Professor of Economics at the Centre for Economic Studies and Planning. Jawaharial Nehru 
University, New Delhi. 

Earlier PubHcationa In the Sector Focus Series 
ICRA Sector Focus Series 01 

COTTON YARN SPINNING IN INDIA The Competitive Advantage and Prospects 
by Saumitra Chauohuri 

ICRA Sector Focus Series 0 2 

THE INDIAN STEEL INDUSTRY Investment Issues and Prospects Part I Market Demand and Cost Competitiveness 
by Ramprasad Sengupta 

Publicatlona in the Industry Watch Series 
ICRA Industry Watch Series 01 

THE INDIAN CEMENT INDUSTRY, Main Report in August 1994, First Update in December 1994. Second Update Forthcoming 
by ICRA Research Omsion. 

ICRA Industry Watch Series 0 2 

THE INDIAN SUGAR INDUSTRY, Main Reporl forthcoming,, by ICRA Research Division. 

For enquiries write or contact us at: 

ICRA Limited, head office at 4th Roor, Kailash, 26 Kasturba Gandhi Marg, New Delhi 110 001. 

Tel: (11) 371 9017/18,375 5289/93; Fax: 372 4014 or at any of our offices in other cities. 

Branches: Bombay (22) 285 2826/3537/3539; Calcutta (33) 40 6617,247 0728, Madras (44) 434 0043,3663; Ahmedabad 
t79) 42 3061; Bangalore. (80) 559 7401/4049; Hyderabad. (40) 29 5061 
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m INDIAN ECONOMY SINCE 1991 ; TRADE, PRICE 
AND EXCHANGE RATE BEHAVIOUR 

a CHRAR-E-SHARIEF: VICTORY FOR 
HARDLINERS ON BOTH SIDES 

■ INTEREST RATES: REVERSAL OF POLICY 

■ POOLING OF CENTRAL TAXES 
FOR DEVOLUTION 

■ BURDEN OF MARX AND MORALS 

■ HEALTH AND STRUCTURAL 
ADJUSTMENT 

■ INDIAN LAW AND ENRON 
AGREEMENT 

■ LITERACY CAMPAIGNS: ISSUES, TRENDS 
AND DIRECTION 






A Premier 
Financial Institution 
in the 

Developing World 

Industrial Development Bank of India, set up in 1964, is a 
key player in India’s Industrial transformation. Through its 
innovative policies and operations and nation-wide 
presence and coverage of assistance, IDBi has brought 
about directional changes in the flow of Industrial credit, 
helped capital formation and contributed to India’s 
Industrial development througn suppoil to new 
entrepreneurs, new technologies and ventures Its new 
thrust on competitiveness, total quality management and 
customised finance will help the Indian industry turn a new 
leaf. As a forward-looking DFI, IDBI is equipped to face the 
emerging challenges. 


A PROFII.F _ _ _ _ 

CAPITAL AND ASSLIS (As at erid-Sept 19^ 

Paid-up Capital 

Reserves ana Reserve Funds __ 

Total Assets^____ 

Profit during 1994-95 (Six Months) 

After providing for tax) 

Industrial Development Bank'of India 

Developing India Through Industrial Finance 

IDBI Tower, Cuffe Parade, Bombay-400 005, India 
Phone; 2189111 Telex; 0118-2193, 0118-4812 
Fax; 2180411,2188137 Cable; INDBANKIND 
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Literacy Campaigns: The Future 


In matters of literacy practice, the intentions of the dominant do not 
necessarily work out as the discourse of the subaltern. Heightened 
aspirations generated on a mass scale and enabled through literacy have 
unpredictable consequences. The test for the progressive direction of the 
literacy campaigns would be their capacity to innovate forms of people's 
organisation and thus institutionalise from below their positive social 
impact. An analysis of the literacy campaigns conducted in selected 
districts of Maharashtra and in Goa between 1990 and 1992 to identify the 
critical issues in literacy programmes, bring out the trends emerging from 
the data and suggest the directions that such campaigns might take. 1172 
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Does the cxctiange rate of the rupee significantly influence the levels 
of exports and imports? A study of trade, price and exchange rate 
behaviour in the period of economic reform. 1197 


IVagedy of Chrar-e-Sharief 


The government’s version of the 
burning down of Chrar-e-Sharicf and 
the events leading up lo it are full of 
holes, hui more important is it that the 
destruction of the revered SuH .shrine 
ha.s dealt a blow lo the efforts of 
Kashmiri leaders such as Shabir Shah 
and Yasin Malik who have been 
working courageously to bring the 
gun under political control in 
Kashmir. 1J51 


Narrow View 


The pooling of central taxes for 
devolution to the states, as recommended 
by the Tenth Finance Commission 
under its ’alternative scheme’, is 
very narrowly conceived. The 
commission ignores possible 
allemalives such as transfer of the 
entire field of domestic trade 
taxation to the slates. 1163 


Marx and Morals 


The burden ol the anii-feudal .struggle 
in third world societies such as India 
falls on Marx, but not Marx alone. It 
calls for u certain broadmindedness on 
the part of' Marxists here to rccognt.se 
the strength and autonomy of their 
progressive companions in the dal it. 
women's and adivasi movements and 
also a reciprocal response on the pan 


Dear Money 


The policy of treating the money 
market as the fulcrum of central 
banking intervention ha.s led to 
intere.st rates, which a few months 
ago hud been set to decline to aid the 
growth of the real sectors, having 
had to be pushed up sharply. 1144 


Enron and Indian Law 


The Power Purchase Agreement 
(PPA) between the Dabhol Power 
Company and the Maharashtra State 
Electneity Board raises two 
important issues in law. First, the 
stipulation in the PPA for settlement 
of disputes by arbitration in UK is 
legally untenable. Second, the PPA 
violates the law of the Indian 
Constitution on public utilities. 1153 


Health and Economic 
Reform 


Drastic changc.s in the direction and 
content of development of health 
services have been urged upon third 
world countries as pan of structural 
adjustment. Assessment of the 
conceptual, methodological and 
empirical strengths and weaknesses 
of thc.se changes i.s an essential .step 
both in formulating a cohesive 
people-onentcd ultemutive and in 
acknowledging some of the positive 
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of the others. But their unity and 
autonomy in the current sectarian 
struggles can never be accomplished 
on a philosophical plane of 
idealism and voluntarism. _ 1202 

Ethnicity and Omimunalism 

Internal power struggles goaded the 
Bode movement into acts ot ethnic 
chauvinism, culminating in the 
massacre of Muslims in Barpeta 
last year 1154 
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in India in the pa.st. _ 1156 

After Deng 

Deng Xiaoping’s very success, 
paradox teal iy. leaves to his 
successors a host of tundamental 
problems related to ideology, 
the balance between economic 
and political reforms and the 
institutions of the party and 
the army. 1161 






LETTERS TO EDITOR 


Destruction of 
Chrar-e>Sharief 

I 

WE express our anguish ai the destruction 
of Chrar-e-vSharief, the shrine of Sheikh 
Not>r-ud-din, on the day of Id-ul-Zuha At 
this moment o! crisis we share the grid of 
the people of Kashmir. Burning down of the 
shrine means a permanent loss of a source of 
solace and strength to the Kashmiris in their 
limes of despair. 

The foremost responsibility of the 
government of India and its forces was to 
protect the shnne In this task the government 
has proved to be a total failure. In fact it shows 
how far the rulers of India have moved Irom 
the values cherished by the people of the 
subcontinent. The presence of50-60 militants 
atChrar-c-Shanef could not have represented 
a mighty threat to the Indian stale The 
precipitating of a crisis which led to the 
destruction of the shrine of the most revered 
vSufi saint of Kashmir on the auspicious day 
of Id-ul-Zuha will only lead to further 
alienation of the people of the valley. 

The first ever Pakistan-India People’s 
Convention on Peace and Democracy had 
called fora peaceful and democratic solution 
to the Kashmir dispute. We fear that in the 
wake of the destruction of Chrar-c-Sharicf 
anti-democratic forces and war-mongers in 
the subcontinent would gam the upper hand 
We therefore appeal to the peace-loving 
people of India and Pakistan to press for a 
pcacelul and democratic rcsoluiion of the 
Kashmir dispute. 

I'ArAN K Bosi 

C'o-ordinator, 

Pakistan-India People’s Forum 
for Pc«ice and Democracy, 

New Delhi. 

II 

DESTRUCTION of Sheikh Nin^r-ud-dm’s 
shrine pKipularly known as Chrar-c-Shanef 
on May 11 reconfirms our worsi fears For 
the fast six’years we have been warning thai 
the Kashmir situation can take calamitous 
turn if the government of India docs not roll 
back Its regime of tyranny. For weeks the 
government of India has been claiming that 
the militants who took shelter in the shnne 
had laid explosive devices. Even it the 
allegations were true the wwxlcn structure 
of the shrine made it incendiary. Therefore, 
any firing on the shrine by the security 
forces wa.s fraught with danger. This was all 
the more true since Chrar-c-Shancf was one 
of the holie.st shrines of Kashmir. 

The fact that the shrine was destroyed on 
the day Muslims celebrate as ld-u)-Zuha, 
that there was no pressing reason to act 
against the militants who had taken shelter 
in the shrine from March only go to confirm 
that (he government of India remained 
unconcerned about the consequences of its 
policy and was determined to bring an 
estranged people to submission. 


We denounce the militaristic approach of 
the government of India which offers no 
respite to a people rebelling against 
oppression. We believe that the approach of 
the government of India towards Kashmir 
has lent f urther legitimacy to the demand for 
the right of self-determination. 

Gahvam Navlakha 

Committee for Initiative on Kashmir, 

New Delhi 

III 

WE share the grief of the Kashmiri people at 
the wanton destruction of the 15th century 
shnne of Sheikh Noor-ud-din Noorani, 
known popularly as Chrar-c-Shanef. While 
armed militants desecrated the sanctity of 
the shnne by taking shelter there, it still docs 
not absolve.the government of India of its 
primary responsibility to protect the shrine 
There was no pressing need to I roe the 
shnne of the 45-50 militants who in .iny case 
did not po.se a challenge to the might ol the 
Indian stale. What is more by denying access 
to Kashmiri leaders and journalists the 
government jeopardised its own claims In 
the wake of the destruction, no Kashmiri is 
willing to accept the government’s version As 
a result, hardliners on both sides, in Kccshmir 
and rest of the country, have gamed the upper 
hand. Po.ssibi lilies ofapolitically negotiated 
solution have receded. And al ter six years ol 
repression the people of Kashmir arc once 
again con Iron led with escalation ol violence 
SuDKSii Vaio, MANORA^■J^N Mohanty. 
F A Sr UA.STiAN, Jagmohi n Si.noh, 

K Balai'.opal, MANAfa k Pam>i s , 
SOMANIA BaNIvKII.I AND 47 OttH kS 
New Delhi 

IV 

PEOPI.E’S Movement for Secularism 
condemns the destruction of Sheikh Noor- 
ud-din Noorani’s shrine, p(3pularly known 
as C'hrar-c-Sharicf on May 11 While by 
seeking shelter there the armed miliianis 


acted mo.st irresponsibly, we unequivocal! 
fault the government of India for failing i 
its primary responsibility to protect the peopl 
and places of public importance. Havin 
disallowed journalists and Kashmir leader 
access to Chrar-e-Sharief a week after th 
army moved in on March 8 to take u 
positions around the town there is m 
independent corroboration for any of th 
claims made by the officials. Furthermore 
there had been m> effort to resolve the issu 
along the lines of the Hazratbal incideir 
Not surprisingly there exists a shar 
difference between the accounts of th 
residents and the officials about who is i 
blame for the burning down of the shnnt 
What undermines the official account of th 
sequence of events is the revelation that th 
army tried to pass oft five bodies of villager 
killed an May 1 i as those of militants. Thi 
has rekindled niemoncs of the deslruciio 
ol Akal Takhl m June 1984 by the army an 
of the connivance of the central and slat 
governments in the demolition ol Babi 
ma.s)id m December 1992. What is more, th 
government has treated every crimini 
activity of the Hindulva brigade with ki 
gloves. Since parliament and the medi 
have also made much about the desecralio 
of the shnne by the militants there is need l 
point to the official double-speak. There i 
tu) single instance of government actio 
against the misue of religious places an 
gatherings by the various wings of Hindutv. 
As a result, the government of India i 
idcniilicd as an appeaser ol Hindulva lorcc' 
especially their politics ol haired, and 
persecutoi of the cultural and politic, 
minorities We thcrclore appeal to th 
dcrnoci alic conscience ol our fellow citi/.en 
not to allow the government to escap 
scrutiny and accounuibility under the gui.s< 
ol lighting lerronsin or a proxy war. 

Sia ma Musi ai 

People’s Movement (or .Secularism, 

New Delhi 
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Lost Opportunity 


E ven as the monih-long review meeting on the nuclear 
Non-Prolireralion Treaty (NPT) began last month, it was 
evident that the most important question was not whether the 
treaty would gel an extension. That appeared a forgone 
conclusion A lot of arm-twisting and a little bit of the carrot 
and stick approach together with the sclf-inlcrcsi of the non¬ 
nuclear nations would ensure that the nuclear club remained 
exclusive In the circumstances, the positions taken by the 
non-nuclear, non-aligned movement countries, incoherent 
and unconvincing, proved an inelfcctivc intervention. The 
debate thus shifted rapidly to how the extension was to be 
achieved, by consensus, secret ballot or open show of hands’ 
for a simple majority. 

When it came into being m 1970, the NPT was jusiihahly 
claimed to he the beginning ol a pr(x:css of nuclear dis* 
armament, even while the discriminatory nature ot some of 
Its clauses was evident Aimed ostensibly to prevent the. 
spread ot nuclear arms beyond the nations which alicady 
possessed them, it garnered support trom 170 non-nuclear 
nations as well. The treaty required nuclear nations not to 
iransici nuclear weapons or other nuclear explosive devices 
or lechnologyrio non-nuclear members and bound the latter 
not to accept such transfers. Every non-nuclear weapon stale 
undertakes to accept saleguards and allow inspections by the 
International Atomic Energy Agency (IAEA) lb? verifying 
that nuclear energy is not being diverted for producing 
weapons or explosive devices, Further, member stales also 
agree not tosupplynucleai technology, equipment or material 
U) a non-nuclear nation unless such a country accepts 
safeguards such as IAEA inspections and so on. While the 
irealy allowed these nations to pursue research in using 
nuclear energy for peaceful purposes, most importantly it 
required all signatories to conduct negotiations to move 
towards disarmament; “Each of the parties to the irealy 
undertakes to pursue negotiations in good faith on effective 
measures relating to cessation of the nuclear arms race at an 
early date and to nuclear disarmament, and on a treaty on 
general and complete disarmament under strict and effective 
international control.” The discriminatory n.UMrc '9 ihc 
treaty is particularly evident in this last clause, by which 
nuclear states are bound only to conduct negotiations in good 
laiih and with no lime constraint to move towards disarma¬ 
ment. The main demand of the NAM signatories to the 
NPT, as well as India, has been that there should be a time- 
for elimination of nuclear weapons. Moreover, the 
iiy is also considered discriminatory in the demands it 
‘ *>^es on its nuclear and non-nuclear weapon signatories. 
For instance, while under NPT the non-nuclear states have 


to submit all their atomic installations to IAEA inspection, the 
nuclear nations are not so obligated and there is no provision 
for ensuring the non-transfer commitment on the part of the 
nuclear states. Thus, for instance, the repeated reports of 
China’s transfers of technology to Pakistan and West Asia 
have not been subjected to any sort of verification. 

Nevertheless, the NPT remains the centre-piece of the non- 
prolifcraiion framework of which, ironically enough, India, 
a non-signatory of the NPT and a non-participant at the UN 
review, was among the architects. For, while it is true that the 
stockpiles of nuclear armaments are larger today than they 
were 25 years ago, it cannot be denied that the NPT has paved 
the way for the START discussions and agreements on 
strategic arms. These have ensured the dismantling of a range 
ol weapons and have also been instrumental in evolving 
means of destroy ing these weapons and inspection procedures. 
Other agreements being discussed arc the Comprehen;sive 
Test Ban Treaty which, although it has been bogged down for 
long, appears to be making some progress. Among the 
slicking points in the CTBT discussions are the ceiling to be 
prescribed for nuclear explosives, with the US seeking a five 
kiloton ceiling, the French 100-300 kilotons and the Russians 
1,0(K) kilotons, and inevitably the mechanisms for monitoring 
the agreement. There are also the ongoing discussions on a 
cut-off deadline for the production of fissile materials. Such 
an agreement was demanded by the UN General Assembly in 
1983 and supported by India. The US, for instance, .stopped 
military production of plutonium in )9KH, making it official 
policy in 1991. Other countries, such as Russia, continue to 
produce plutonium viewing it as a valuable energy source in 
a future generation of breeder reactors. Closely connected 
with these negotiations have been the progressive 
developments in Ihc mechanisms to monitor the agreements. 
The role of the IAEA has come into prominence with some 
countries suggesting the need for a separate agency after 
what has been seen as its failure to monitor the production 
of nuclear material in the Gulf. The IAEA in a recent 
review meeting, however, sought a larger role in curbing 
nuclear arms, although it postponed final decisions till after 
the NPT review. Related to the nuclear disarmament 
process and following its lead are other conventions such as 
the one on chemical weapons signed in 1993 and that on 
biological weapons, both of which need to be strenghtened 
further. All of these, not surprisingly, contain loopholes 
which may be exploited by nations without prejudicing 
their signatory status. There is much that needs to be done 
to strengthen current agreements within the framework 
of disarmament. 
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India played a nuyor role in the evolution 
of a non*pro)iferation regime when the 
negotiations which led to the NPT began. 
However when the US and other nulcear 
states proposed the present framework of 
the treaty, it more or less withdrew from 
further involvement, refusing to sign the 
treaty on the ground that it was dis¬ 
criminatory to third world nations which, 
like India, had established large, well 
developed civilian nuclear programmes. The 
debate in India, therefore, centred on whether 
India should or should not participate in 
th^ review meeting. However, as some 
commentators have pointed out, such a 
position completely foreclosed discussion 
of the possibility of strengthening the 
disarmament process and obtaining 
concessions from the nuclear nations. 
Indonesia as the head of the NAM and 
South Africa put forward proposals for a 
short-term extension of NPT with periodic 
review which were unacceptable to the 
assembly. Some unsucce.ssfu) attempts 
were also made to ensure a time-limit for 
nuclear nations to reduce nuclear arms. 
However, within a framework which was 
committed to opposing the NPT there were 
few options. The continuation of the treaty 
in perpetuity with little or no change is the 
inevitable outcome of not considering 
multiple options and of NAM’s inability to 
function independently of super power 
machinations. 

EMPLOYMENT 

Against Conventional 
Wisdom 

ON the eve of the first ever world .summit 
on social development, the International 
Labour Organisation (ILO) prepared a 
report analysing employment problems the 
world over and proposing national and 
international action to solve them. The 
report. World Employment 1995, the first 
of a proposed regular series, combines 
insights into policy formulation at the 
national and international levels with the 
findings of empirical studies on labour 
market trends. 

Disappointingly however, the report 
tries to canvass propositions which do not 
follow from the facts presented. First, it is 
argued that employment problems are not 
the outcome of processes such as globalisa¬ 
tion and technological change, but ot .social 
choices, omissions and commissions of 
economic and social policies and short¬ 
comings in institutional arrangements. But 
arc not social choices themselves deter¬ 
mined by the aggressive promotion of 
globalisation and laissez-faire by the ad¬ 
vanced economy governments? This has 
imposed severe constraints on governments’ 


freedom of action in the *policy-taker’ 
countries, but even the manoeuvrability of 
the industrialised countries themselves has 
been curtailed. It is for this reason that 
despite the US president’s initiative on a 
jobs conference of industrialised countries, 
the OECD Jobs Study (1994) and the 
European Commission’s white paper on 
growth, the governments of these countries 
seem to have run out of ideas on how to 
cope with the problems of unemployment, 
undcr-employment and low pay and 
consequential low earnings, poverty and 
inequality. 

The other proposition advanced by the 
ILO report is that pessimism in dealing 
with unemployment is unwarranted. 
Optimism and hope should, of course, be 
the guiding principles of international or¬ 
ganisations such as the ILO, hut should this 
mean ignoring grass roots reality? This 
should apply particularly to a blueprint 
prepared to be presented before a confer¬ 
ence meant to be an occasion lor "the inter¬ 
national community to reaffirm its commit¬ 
ment (o full employment and lo signal (he 
importance of launching new mitialivcs to 
deal with the mounting global unemploy¬ 
ment and attendant social evils'’. 

Arguing that globalisation ha.s already 
re.suited in a reduction of national policy 
autonomy in a number of areas, the report 
slates that "the loss of national policy 
autonomy has to be compensated by the 
development of an international policy” 
The integratioh ot international financial 
markets and free cross-border movements 
ot capiial. for instance, have curtailed 
national autonomy in macro-economic 
policy-making, but the near-impo.ssibility 
of instituting any viable mechanisms for 
international co-ordination of macro- 
economic policies as well as reform of the 
international monetary system have been 
brought out repeatedly by the deliberations 
of international bodies such as the IMF, 
World Bank and UNCTAD. Yci the ILO 
sermonises that "the objective should be to 
reduce destabilising effects on exchange 
and interest rates, to channel a greater 
proportion of world savings to productive 
real investments, and to lower real long¬ 
term interest rates”. 

Problems arising from the large increase 
of speculative financial flows in the foreign 
exchange and financial derivatives markets 
need lo be resolved: and proposals ad¬ 
vanced for the reform of the international 
monetary system, such as a transactions lax 
on financial Hows and target zones for 
exchange rates, deserve serious considera¬ 
tion. not least for their potential contribu¬ 
tion to attaining high levels of employment. 
Recent experience docs not, however, 
inspire optimism about attempts at inter¬ 
national co-operation and policy co-ordina¬ 


tion among the advanced countries. 
Bilateralism and regionalism continue to 
rule the roost, even after the developed 
economies have extracted the best of terms 
for themselves at the Uruguay Round trade 
negotiations on, among other things, tariff 
liberalisation, foreign investment, intellec¬ 
tual property rights and trade and invest¬ 
ment in services. 

Its analysis of unemployment in the in¬ 
dustrialist countries is the most illuminat¬ 
ing part of the report. Contrasting the 
current .situation of growing unemployment 
with that which prevai led between 1950 and 
1973 when these countnes enjoyed full 
employment, the report argues that the 
latter was made possible because of three 
key factors: a social con.sensus on the 
distribution of national income that made 
non-inflationary growth feasible; the high 
priority given lo the objective of full em¬ 
ployment by the international economic 
system: and stable monetary and trading 
arrangements. The breakdown of ihe.se, in 
particular the Brction Wood.s system, 
accompanied by mas.sive increase.s in 
speculative capital Hows, has imposed 
severe constraints on national macro- 
economic policies and created a bias 
towards restrictive demand management, 
bereft of any creative ideas on achieving 
non-inflalionary growth. 

Analysing the current unemployment 
situation m the industrialised countries, the 
report argues that all the three models, 
namely, American, European and Scandi¬ 
navian. have failed and the failure is 
attributable to (heir management of eco¬ 
nomic growth since 1973. The report’s 
systematic rebuttal of the conventional 
wi.sdom that differences in labour market 
regulations and rigidities are central to the 
contrasting employment performance of 
countnes is among its more important con¬ 
tributions. It is often argued that strong 
trade unions and high wages, stringent em¬ 
ployment protection, generous welfare pro¬ 
visions and other such labour market 
rigidities in Europe, in contrast to the rela¬ 
tively unregulated labour market in the US. 
constitute the main explanation for the poor 
employment performance of Europe. But 
the ILO report points out, first, that coun¬ 
tries in Europe had abandoned automatic 
wage indexation by the mid-19K()s and wage 
increa.scs had been kept below productivity 
growth. Even so. European unemployment 
has remained high. The impact of changes 
in relative (actor prices on capital-labour 
substitution is slow since it operates at the 
margin through new investment. Moreover, 
evidence on the impact of labour costs on 
employment show that very large wage cuts 
arc required to secure even small increases 
in employment. Second, the claim that 
decentralised bargaining structures yield the 


1136 


Eamomic and Political Weekly May 20,1995 



best employment outcomes because they 
ensure the most wage flexibility is also not 
valid. The ILO has found that flexible 
adjustment of wages can occur under 
widely differing industrial relations sys¬ 
tems. Third, prescription of minimum wag¬ 
es similarly need not have a negative em¬ 
ployment effect since minimum wages re¬ 
sulting from collective bargaining are not 
impervious to market forces. Fourth, the 
effect of unemployment benefits available 
over long periods on the duration of unem¬ 
ployment has been found to be small. On the 
other hand, the economic advantages of a 
well-functioning unemployment benefits 
system are clear. Finally, studies have also 
shown that job security is not a major factor 
in explaining high unemployment. A num¬ 
ber of European countries had relaxed job 
security rules in the 1980s in the expecta¬ 
tion that this would increase employment, 
but instead the main effect was to shift the 
structure of employment towards tempo¬ 
rary or fixed-term jobs. Employment pro¬ 
tection, on the other hand, reduces employ¬ 
ment fluctuation over the economic cycle, 
leaving overall employment relatively un¬ 
changed 

THE CONGRESS 

Farce This Time? 

THE Sight of all the big chiefs of the once 
great Indian National Congress prostrating 
themselves, one after the other, before the 
widow of the late Rajiv Gandhi has been 
widely remarked upon. The one redeeming 
aspect of the uncditying spectacle is, of 
course, the low order calculation of scll- 
intcresi which is only too clearly visible 
underneath the veneer of sycophancy. 
Congressmen, high and low, have appar¬ 
ently drawn the lesson from the eleci(|pl 
reverses which have come thick and fast in 
recent months that only a miracle can 
ensure their political survival come the next 
Lok Sabha elections. In their present mood 
the current breed of Congressmen's sen.se 
of history is just about enough to take their 
thoughts back 25 years to what Indira 
Gandhi had been able to achieve after the 
Congress split then. 

The other redeeming aspect of (he goings 
on in the Congress is that the partymen's 
calculations are not only of a low order 
but also very likely simple-minded. The 
mid-1990s are not the late 1960s after all. 
With her 'garibi hatao' programme Indira 
Gandhi had been able, lor howsoever 
short a time, to convince the people that 
she had something definite and distinctive 
to offer them, whereas the one distinguish¬ 
ing mark of today’s Congress, all parts of 
it, is the absence of an identity of any sort. 
After the half-intelligent pursuit of essen¬ 


tially externally-imposed economic liber¬ 
alisation for four years, the 1995-96 budget 
has been widely seen for what it is ~ 
evidence that the prime minister has 
developed cold feet, though once again 
without the will to do very much about it. 
Similarly, under Narasimha Rao the party 
has been alternately engaged in trying to 
steal the BJP’s clothes with ill-concealed 
pandering to Hindu communal sentiment 
and attempting to wex) back the party’s 
traditional Muslim vote banks. The 
fuzziness affects all the groups and 
factions of the party 

Even more material are the changes that 
have taken place in the country's political 
landscape. When the Congress split a quar¬ 
ter century back, (he Congress(I) and the 
Congress(O) were the principal contenders 
for poll deal power nationally. Today the 
break-up of the party is threatening to polit¬ 
ically marginalise all the groups. The 
geographical spread of the BJP’s support 
across the country is now such as to lend a 
measure of credibility to its claims of emerg¬ 
ing as the largest single party in the Lok 
Sahha in the next polls. And the challenge to 
the BJP is increasingly coming not from the 
Congress as from we 11-entrenched regional 
political formations, with the Congress al¬ 
ready having got pushed into also ran 
positions in some of the state assembly 
elections. This explains the current most 
improbable revival of tortuncs of the so- 
called National Front which is nothing 
more than a cobbling together of the many 
regional panics. 

Congressmen's efforts to get history to 
repent itself thus stand every chance of 
ending up as a farce. Soma Gandhi and her 
advisers are apparently not oblivious to this 
eventuality. That and not any of the numer- 
ou.s explanations that have been advanced is 
probably the reason for her reluctance to 
take the plunge to ‘.save the party and the 
country*. 

KARNATAKA 

Unsure Steps 

THE Deve Gowda ministry in Karnataka 
holds power in the state by nonc-too-largc 
a margin, with its 116 seats. It has been 
trying lo gain time by espousing populist 
measures. This is particularly important in 
the context of the rising B.1IP support in the 
state. But it is a moot question whether these 
measures arc going to strengthen popular 
support for the ruling parly or in fact cast 
Serious doubt about its ability lo manage 
state affairs. 

One of its first announcements came dur¬ 
ing the first assembly session after it took 
office* to waive interest on loans to farmers 
from co-op»erativc banks as long as they 


repaid the principal amounts by March 1995. 
However, the National Bank for Agricul¬ 
ture and Rural Development ((MABARD). 
objecting to the move on principle, prompt¬ 
ly announced that it would withhold fund¬ 
ing to the state’s co-operative banks. With 
NABARD denying funds, the co-operative 
banks have to rely on the state government 
to bail them out. This reportedly will in¬ 
volve Rs 110 crorc which the state exche¬ 
quer can ill-afford. But the government has 
stuck to its decision and has promised to 
reimburse the amount, extending the date 
for return of principal amounts to May 31. 
As of now lending for the kharif season is 
already suITenng, particularly in the irrigat¬ 
ed regions of Bellary, Bijapur, Belgaum 
and Raichur in northern Karnataka ami 
Shimogd, Mysore and Tumkur, with small 
and marginal fanners being particularly 
affected. According to reports, an estimat¬ 
ed half-a-million fanners will be adversely 
affected. While this section of farmers is 
not a major concern of the militant Karna¬ 
taka State Farmers' Association, it could 
well make a political issue out of the situa¬ 
tion, especially after its abysmal perform¬ 
ance in the assembly Tsiections. 

The government's other decisions have 
been equally controversial and difficult to 
implement. The latest of the.se is the order 
seeking to make it mandatory for private 
employers lo ensure that 80 per cent of 
recruitment ai the supervisory/managerial 
level and 100 per cent at the lower grades 
arc reserved for Kannadigas, that is, those 
who have been resident in the state for 15 
years. Earlier the Ramakrishna Hegde 
government had sought to bring in such an 
order and had constituted a committee to 
review the situation The new order has 
apparently caused considerable conster¬ 
nation among industrialists, especially those 
setting up new units. The other problem is 
that (he order docs not specify a monitoring 
mechanism, without which it will remain 
only on paper. The government has also set 
a deadline for foreign companies who have 
signed memoranda of understanding 
(MoUs) to start their projects in the state 
within a month, failing which the govern¬ 
ment will withdraw from the agreements. In 
support the government has pointed out that 
of the 253 MoUs .signed since 1991. work 
on only eight had actually started. Similarly, 
the government has also decided not to 
allow non-Kannodigas to appear for the 
joint entrance examinations for professional 
courses. This means that non-Kannadigas 
cannot hope to get merit scats in the state's 
numerous professional colleges, a move 
which obviously favours the managements 
who can now charge exorbiiaiii amounts for 
admission. 

Political observers have also pointed 
out that the government, which won a 
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major proportion of its seats in northern 
Karnataka, has been rather lackadaisical 
about giving representation to the region in 
the cabinet and about taking decisions, 
such as on the use of Krishna waters, which 
are crucial to the development of the region. 
The Upper Krishna project, designed to 
irrigate six lakh hectares, has made little 
progress because of lack of resources - an 
estimated Rs ],()00 crore over the next 
five years. 

On the law and order front, the govern^ 
mentis handling of the growing tensions in 
the Gokak mills region in Belgaum, which 
subsequently lead to violence resulting in a 
police firing killing 11 people, has come in 
for severe criticism. The commissioner of 
police has been forced to call tor a review of 
police handling of various situaiions in the 
recent past. 

The coming months will thus be crucial 
for the Devc Gowda govcrnmeni. it will 
have to do more than just pass orders, but 
will have to act on them. 

PUBLIC SECTOR 

The Show Goes On 

IN this, the fifth year of the era of economic 
reform, it is startling to come across any 
mention of the social responsibilities ol 
public enterprises. Yet this is the theme ot a 
recent report ot parliamcnf s Committee on 
Public Sector Undertakings (PSUs). The 
report actually deals with the action taken 
by the government on the committee’s 
recommendations in an earlier report on 
the subject presented to the Lok Sabha in 
December 1993. 

The report is nothing if not blunt. The 
committee ticks oM the government and the 
PSUs for their "callous" attitude to the 
PSUs* social responsibilities. The govern¬ 
ment, the committee is "greatly distressed" 
to find, has in all ol the four decades of 
planning and promoting the public sector, 
studiously avoided spelling out the sixrial 
objectives and obligations ol PSUs. As a 
result, **while some PSUs undertake social 
responsibilities of their own choice involv¬ 
ing huge expenditure in some cases, thcic 
are others who seem to he totally unaware 
of such an obligation". But no matter, it i.n 
never uk) late. The committee tells the 
government very firmly to enunciate the 
social objectives and obligations of the 
public sector and apprise it of the same 
**within a period of six months from the 
presentation of this report". 

In the meantime, the committee is not 
without some ideas of its own on what the 
social obtigaiions of PSUs ought to be. 
Among these is the rehabilttution of those 
displa^by public enterprises. The com¬ 
mittee finds that "the only facility that was 


being extended to Project Affected Persons 
(PAPs) by most of the public enterprises 
was providing employment to one person 
from each displaced family", but even 
that had been discontinued from I9H6 lol- 
lowing a directive to that efleci Irom the 
govcrnnieni’s department ol public cnier- 
pri-scs on grounds of ensuring the com¬ 
mercial viabilily of the PSUs and guarding 
against over-manning. Among other .social 
obligations which the committee winild like 
to sec the P.SUs drschurge arc rendering 
benefit to the local population by awaiding 
minor contracts lor construciitm, mainte¬ 
nance. transp<iriation, etc, to eligible people 
trom the region, encouragement ol ancillar- 
ics and small-.scalc industries and even 
preferential ircaimcni for companies run 
by NRIs when PSUs have to deal with 
companies abrviad -- by way ol dlustiating 
which the comniiltcc does not hesitate to 
name names and says that "public under¬ 
takings like VSNL musi give prcicrcnce (o 
NRI-owncd iclccommunicaiions carncr.s 
like Staricch esiablished and run by NRIs in 
Washington, DC" 

Faced with the commilicc's impressive 
list of social obligations lor the PSUs, all 
that the government, in its replies to (he 
recommendations ol the commiliec's 
original report ol 1993, is prepared to con¬ 
cede IS that "the policy relating to reserva¬ 
tion ol posts lor certain weaker sections ol 
society IS unitormly applicable to all 
PSEs". For the rest, the govcrnmeni 
.suddenly turns very zealous ot the auto¬ 
nomy of the PSUs ~ It would like the matters 
raised by the parliamentary committee lo he 


decided on by the boards of directors and 
managements of the enterprises without 
outside interference, certainly not irom the 
government. 

The makc-bchef of the parliamentary 
committee’s innocent dismay at the 
government’s casual altitude to the public 
.sector’s .social obligations and the govern¬ 
ment’s assumed distaste tor involving 
ilscll in the alfairs ol ihe PSUs is empha¬ 
tically rcinttMccd by the inlonnation that is 
presentee] about the mechanics ol prepara- 
iion ol the commilicc’s report For the 
purpo.se ol considering Ihe leport, the Com¬ 
mittee on PiibliL Undertakings had met on 
January 12 lor precisely 30 minutes "from 
I.S,I3 hrs to 15 45 hours" The meeting 
considered and adopted the report as ap¬ 
proved by tile commiliec’s Aciion Taken 
.Sub-Cimimiiioe And how olicn and when 
had the sub-tom mil tec met to consulcr ihe 
replies rccciveil Irom the government ii>the 
commilice's December 1993 report and to 
prepare ami appnwe the dralt aclitm taken 
report lor tlic lull committee’s lonsidcr- 
alion'^ Once the same day. .laniiary 12. 
though we arc not told when and lor how 
many minutes 

All said and done, (lien the ihiriy-eighlh 
leport ol the Conumtiee on Publii* Under¬ 
takings 1994-95. ol the Tenth Lok Sabha, 
on the Social Responsibilities and Public 
Accountahililv ot Piihln. Undertakings’, 
while II will probably not do much to 
rcsu.sciiaic the long-lost cause ol making 
public undertakings more socially respon¬ 
sible, docs tell us somcifiing ol Ihe ways of 
our parliament. 


MD 
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CURRENT STATISTICS 

The annual intlation rate has shown a decline in recent weeks because of u few coininodilies The financial year 1^94-9^ ended with increases 
ot 9 7 per cent and 10 6 pei cent, respectively, in the CPI for industrial workers and agricultural labourers Though overall monetary growth ^ 
remains u^xieratc, net bank credit logoverninenvn particuiai RBI ciedit t{» the centre, has registered a phcnoincnal increase in the new fiscal year 
so far Net toieign exchange assets have shown a loss ol Rs 1.461 croie since March end Equity prices have been on the dei line with the BSE 
Sensex showing u 70 per cent loss since the |^uK in Septeinbei 1994 

Macroeconomic Indicators 



Weights 

May 06. 



Variation I 

[Per ( eni)’ 

Poinl-to Point 



Index Numbers of Wholesale 


IWS 

Over 

Over 12 

Months 

Fiscal Year So Far 

1994-95 

1993-94 

1992-91 

1991-92 

Prices <IS>8I-S2=i0f)l 



Month 

Latest 

Previous 

1995-96 

1994-95 





All Commodities 

lOO 0 

287 4 

1.0 

8 N 

12 0 

1 I 

2 6 

10 0 

10 8 

7 0 

13 6 

Primary Articles 

Food Articles 

\Z 

297 1 

I.O 

9 6 

150 

1 3 

4*7 

M? 

11.5 

3 0 

15 3 

174 

7 

1 6 

9 1 

8 0 

2.1 

5 8 

13 1 

44 

54 

20 9 

Non-Food Article.^ 

10 I 

1 

0 » 

1 i 4 

28 8 

04 

3 5 

14 9 

24 9 

„| 4 

8 1 

Fuel. Powei. i.ight and Lubricants 

10*? 

284 7 

1 2 

2 4 

10 4 

1 2 

0 0 

1 2 

13 1 

152 

n.2 

Manufactured Pioduci'- 

.S7 0 

282 S 

1 (I 

9 1 

10.6 

i 0 

1.8 

too 

99 

79 

12 6 

Food Prtxlucis 

10 t 

277 ? 

1 2 

6 

M2 

1 6 

4 2 

8 2 

12 3 

68 

10 2 

Food index icoinpuicth 

27 ^ 

M)6 6 

1 S 

7 9 

9 8 

1 9 

5.3 

II 4 

7 0 

5 8 

17 1 

All rominodihcs lAvciage Basis 












Over the year) 












(ApnUMoyOo, I99S) 

100 0 

286 0 


9 6 

8 9 

87 

) 1 9 

10 9 

8 t 

10 1 

137 



Latest 



Vurialioii 1 

iPei Cent) 

Point to-Point 



Cost of Living Indices 


Month 

Over 

Over 12 

Months 

Fiscal Year So Far 

199 V 94 

1992 93 

1991-92 

1990 91 




Month 

L ales! 

- “ 

Previous 

1994-95 

1993-94 





Indusiiial Workeis M9S2-H)0) 


291 ‘ 

0 7 


9 9 

9 7 

99 

9 9 

6 1 

13 9 

13 6 

Urban Non-Man Fanp i I9K4 8*>-IO() 

t 

242' 

0 8 


7 8 

9 0 

7 8 

- 

6 8 

13 6 

13 4 

\gn Lab (July ^0 to lune 6I”I()0) 


iW)* 

0 1 

10 6 

M 6 

10 6 

1 I 6 

11 6 

0 7 

21 9 

166 



Apiil 28 




Variation 



Money and Banking i Ks croie; 

1995 

Over 

Month 

Fiscal Yeai So Far 

1995-96 1994-95 

1994-95 

199 3 -94 

1992-93 

Money vSii<»ply IM, • 

529t86 

28^4 *0 5) 

2874 (0 5) 

1170 ( -0 3) 

75167 (16 7) 

''"724(77 (7977 

50484 (15 4) 

C'uneiicy with PiihlK 

106632 

5762 (5 7‘ 

.5762 (5 7) 

5308 (6 5) 

18990 (23 2) 

I40()7 (20 7) 

7111 (II 7) 

l)e|H)siis with BonkN 

416732 

-5526 t 1 3i 

-5526 ( I V 

5905 (-16) 

55321 (15 1) 

57185 (18 5) 

42945 (16 1) 

Net Bank Credit to Govi 

23162^ 

12032 (5 5) 

12032 (5 5) 

6214 (3.0) 

14380 (7 0) 

29376 (16 7) 

17903 (113) 

Bank Credit to Coinml .Sector 

288746 

856 (0 3) 

856 (0 3) 

-4021 (-1 6) 

43796 (17 9) 

16591 (7 3) 

30187 (15.3) 

Net Foreign Exchange Assets 

74975 

949 t-| 2) 

-949 ( 1 2) 

-2291 (4 3) 

22197 (41 3) 

28775 (115 3) 

3747 (17 7) 

Reserve Money 

174739 

573} (34) 

5731 (3 4) 

3096(2 2) 

30186 (21 9) 

27843 (25 1) 

11274 (113) 

Net RBI Credit lo( eiuic 
.SclK'duled Cnmmercul Bank*^ 

109663 

10985 (III) 

1098^ (III) 

1742 (-1 8) 

949 (1 0) 

1306 (1 4) 

3586 (3 9) 

Deposits 

^'’6113 

-6387 ( 2 0) 

-6387 1-17) 

-6747 (-2 0) 

49271 (14 8) 

52144 (186) 

mn (16 1) 

Advances 

209809 

i03 (OOi 

103 (0 0) 

-4030 v-2 4) 

38784 (22 7) 

11566 (7 3) 

23757 (17 5) 

Non-F'oooi Advances 

1971 ^7 

294 i-O.I) 

294 (01) 

‘ 3269 (-2 0) 

37416 (23 4) 

7402 (4 9) 

21684 (166) 

Inveslrneiil.s 

1 sot 38 

884 10 6; 

884 (0 6) 

70,37 (5 2) 

I4I72 (10 5) 

28435 (26 7) 

16820 (18 7) 


tMonetarv and banking data are ba.sed on March ^1 OgurcN belore closuic ol goveinmeni accounts) 


Index Numbeni of Industrial 

Weights Dec 

Average lot Fiscal Year So Fai 


Vaiiaiioii (Per 

Ceni) 

Fiscal Year Avera 

— 

ges 

Producfioii (I9K0-X 1 = 1(8)) 

1994 

1994 -95 

19U3 94 )99V94 

1992-93 1991-92 1990 91 

1989-90 

I9H8-R9 

1987-88 i 

Cjcneiai Index 

100 0 7’’()4 

240 2 (8 1) 

221 8 ( 1 8) 

3 0 

2 3 

0 5 

8.4 

86 

8 '• 

7 3 

Mining and Quartying 

1 1 5 280 J 

J2VX(7 0) 

214 8(3 2) 

2 5 

0 5 

0 9 

4 5 

6 3 

9 

3 8 

Munufuctuniig 

11 1 258 3 

231 7 (8 5) 

2l3 6i4 6) 

2 2 

2 1 

3 0 

9 1 

86 

h 7 

7 9 

Hlecinciiy 

114 341 7 

V)K .1 («5| 

284 1 (7 4) 

7 1 

5 1 

8 5 

7 8 

10 8 

9 5 

77 

Capital Market 

May 19, Month Year 

1995-96 S( 

) Far 

1994-95 

■ 

End ol Fiscal Year 


1995 

Ago Ago 

Tiough 

Peak 

Trough 

Peak 

1994 9^ 

I99-V94 

1992-93 

BSE Sensitive Index (1978-79= 

-1(8)) 3228 

3363 1809 

3015 

3484 

^217 

4604 


3261 

3779 

2281 


1-15 3) 

(64 9. 





(- 

13 7) 

(65 7) 

i 46 8) 

Naiiimal Index (1983-84=100) 

1587 

1631 1844 

1482 

l(»9l 

1572 

2176 


1606 

1830 

1021 


'-I M)) 

(74 3) 






122) 

(79 2) 

( -48 1) 


Foreign Trade 

Mui 



Full Fiscal Vear 



1995 

1994-95 

1991-0.; 

1992-93 

1991 92 

(990-91 

1989 90 

Expoits: Rs croie 

92 s” 

82330 (18 4. 

69547 (29 5) 

53688 (21 9) 

44042 (35 3) 

12553 (17 6) 

27681 (36 8) 

US S mil 

2922 

26233 (18 3) 

22173 (19 6) 

18537 (3 8) 

17866 (-1 5) 

18143 (9 1) 

16626(19 0) 

Inipoits: Rs erore 

9()f>2 

88705 (21 8) 

7280(1 (14 9) 

(i3375 (32 4) 

47851 (10 8) 

43193 (22 0) 

3.5416 (25 4) 

US S nin 

2863 

28251 (21 7) 

23212 (6 1) 

21882 (127) 

19411 (-19.4) 

24071 (13 2) 

21272 (9 1) 

Non-POL US $ inn 

2112 

22538 (29 1) 

17456 (10.6) 

15782 (12 3) 

14047 (-22 2) 

18045(3 I) 

17.504 (6 2) 

Balance of Trade: Rs erore 

189 

-6375 

3259 

-9687 

-3809 

-I0(>40 

-7735 

US S mn 

59 

-2018 

-1039 

-3345 

-1545 

-5930 

-4646 


May 12. May !>. Mar .11 Variation Over 


Foreign Exchange RcMirvcs 

1995 

I9‘>4 

1995 

Month 

Year 

Fi-scal Year So Far 

1994^95 

1993-94 

1992 9 1 

1991-92 

(excluding gold) 




Agi» 

Ago 

1995-96 

1994-95 





Rs Cl ore 

64567 

48420 

66028 

64567 

16147 

-1461 

794 

18402 

27430 

5385 

10223 

US S mn 

20230 

15356 

20816 

20230 

4874 

-586 

180 

5640 

8724 

731 

V383 
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Industrial Production 

Index Niimberi of Induitrial 
Production: Major Group Wlae 
(l980-gUI00) 

Weights 

Oct-Dec 
1994 

Ouaneriy Variations 
Jul-Sep Apr-Jun Jan-Mar Oct-Dec 
1994 1994 1994 1993 

Jut-Sep Apr-Jun 
1993 1993 

Full Fiscal Year Variations 
1993-94 1992-93 1991-92 1^-91 

General Index 

1000.00 

254.2 

241.5 

225.0 

251.4 

234.2 

221.5 

209.7 

229.2 

218.9 

213.9 

212.6 



(8 5) 

(90) 

(7.3) 

(4.4) 

(6.4) 

(6.5) 

(1-3) 

(4.7) 

(2.3) 

(0.6) 

(8.2) 

Mining and quarrying 

114 64 

259 1 

2192 

210.8 

276.3 

233.5 

204.6 

207.0 

230.2 

223.4 

222.5 

221.2 



(110) 

(7..5) 

(1.8) 

(2.1) 

(2 9) 

(4.9) 

(1.9) 

(3.0) 

(0.4) 

(0.6) 

(4.5) 

Manufacturing 

771 07 

243.1 

235 9 

216.1 

239.4 

226.0 

215.1 

199.6 

220.0 

211.5 

206.2 

207.8 



(7-6) 

(9.7) 

(8,3) 

(2 7) 

(7.2) 

(6.3) 

(0.1) 

(4 0) 

(2.6) 

(-0.8) 

<9.0) 

Electricity 

114.29 

323.5 

301 8 

299 5 

307 1 

290 4 

281.9 

280.1 

289 9 

274.2 

257.0 

236,8 



(114) 

(7.1) 

(6.9) 

(3.9) 

(2 3) 

(8 7) 

(8.6) 

(5 7) 

(6.7) 

(8.5) 

(7.8) 

Index Numhcii oflnductrial 













Productloa: Uae-Based 













CiMriflartton 













Ba|ic industries 

394.18 

270.3 

246.9 

242 6 

269.2 

254,0 

245.6 

228 9 

249.5 

232 9 

226.9 

213.1 



(6 4) 

(0.5) 

(6.0) 

(4 7) 

(7 5) 

(11.4) 

6 0) 

(7.1) 

(2.6) 

<6..*i) 

(6.9) 

Capital goods industnes 

164 27 

305 9 

323 7 

247.6 

294.0 

265 8 

237.4 

214.5 

252 9 

266 4 

267.2 

291 7 



(15.1) 

(36 4) 

(15.4) 

(-2 4) 

(1.2) 

1-9.4) 

(-10.4) 

(-5 1) 

(-0 3) 

(-8.4) 

(16.0) 

Intennedioie goods industries 

205 07 

214.4 

212 1 

204 1 

210.9 

205 7 

204i> 

193 5 

203 6 

182.6 

173.2 

176 9 



(4.2) 

(3 9) 

(5.5) 

034) 

(109) 

02.6) 

(9,0) 

(11.5) 

(5 4) 

(-2.1) 

(4.8) 

Consumer goods industries 

236.48 

225 7 

200.8 

198.0 

227 1 

204 1 

185.1 

188.2 

201.1 

194 3 

190.8 

189.0 



(10.6) 

(8.5) 

(5.2) 

(3.4) 

(5 0) 

(6 9) 

(-0 8) 

(3.5) 

(1.8) 

(1.0) 

(6.8) 

Consumer durables 

25.50 

399.5 

377.7 

.376 8 

418 2 

36X.2 

351 0 

.328 2 

366 4 

317.8 

320 6 

359.7 



(8 5) 

(7.6) 

(14.8) 

(20.1) 

(13.9) 

(19.8) 

(6..S) 

(J5.3) 

(-0 9) 

(-10 9) 

(10 7) 

Consumer non-duiables 

210 98 

204.7 

179 4 

176.4 

203.8 

184 3 

165.1 

171,3 

181 1 

179 4 

175 1 

168.3 



(Ml) 

(8.7) 

(3.0) 

(-0.2) 

(3 1) 

(4.0) 

(-2.3) 

(0.9) 

(2-5) 

(4 0) 

(5 8) 

Groopwkie Index Numbers 













, of Industrial Production 













20-21 Food products 

53.27 

205.9 

112.1 

125.1 

235 1 

176 4 

102.5 

129 6 

160 9 

175 3 

178 0 

169 8 



(16.7) 

(9.4) 

(-3 5) 

(*-6.3) 

(3,9) 

(-1.8) 

<-26 3) 

)-8 2) 

(-1-5) 

(4 8) 

(125) 

22 Beverages, tobacco and 

1571 

117.9 

122.7 

149.9 

179 8 

no.3 

119.9 

141'4 

137 9 

1137 

107.3 

104.8 

tobacco products 


(6,9) 

(2 3) 

(6.0) 

(42 8) 

(4.6) 

(H 1) 

(25,5) 

(21 3) 

(6 0) 

(2 4) 

(1.7) 

23 Cotton textiles 

123.09 

I56.I 

154.8 

155.1 

157 9 

160.8 

159.2 

L58.I 

159 0 

ISO I 

139 0 

126 6 



(-2.9) 

(-2 8) 

(-1.9) 

(-0 7) 

(9 5) 

(6 1) 

(9.3) 

(5 9) 

(8 0) 

• (9.8) 

(12.7) 

25 Jute, hemp and mesta textiles 

1999 

108 7 

82.7 

79.2 

102 6 

107.2 

103 0 

99 9 

103.2 

87 0 

90.8 

101.6 



(1.4) 

(-197) 

(-20.7) 

(13,1) 

(24.7) 

(22 3) 

(15 0) 

(18.6) 

(-4.2) 

(-10.6) 

(4.3) 

26 Textile products (inci wearing 

8.17 

78.7 

79.4 

77.2 

77 6 

82 5 

72 0 

61 5 

73-4 

75 8 

97.2 

103 2 

apparel other than footwear) 


(-4.6) 

(I0,.\) 

(25.5)' 

(10 5) 

(7 8) 

( 7.6) 

(-21 8) 

(-3.2) ( 

-22 0) 

(-5.8) 1 

(-32 0) 

27 Wood and wood products. 

4.48 

202 7 

195 1 

202.9 

204.8 

198 4 

198.5 

193,3 

198 8 

190 5 

185.0 

197 2 

fumiturc and fixtuies 


(2 2) 

(-1 7) 

(5 0) 

(-1.2) 

(118) 

(1.6) 

(6 3) 

(4 4) 

(3 0) 

(—6.2) 

(120) 

28 Paper and paper products and 

• 












printing, publishing and • 

32..35 

259.7 

254 1 

239.6 

2.35 2 

230 K 

218 7 

2144 

224 4 

2109 

203 0 

198.0 

allied industries 


(12.5) 

(16.2) 

(11.8) 

(11.8) 

(8 1) 

(1-4) 

(5.0) 

(6.6) 

(3 9) 

(2.5) 

(9 1) 

29 Leather leather and fur 

4.89 

191.1 

220 4 

221.7 

194.7 

197 8 

201 i 

211 1 

201.2 

187 7 

■ 181.3 

194 3 

products (except lepair) 


(-3.4) 

(9.6) 

(5.0) 

(-5 6) 

(2,9) 

(116) 

(22.6) 

(7.2) 

(3.5) ' 

(-6 7) 

(3 2) 

30 Rubber, plastic, petroleum and 

40 00 

177.0 

192.8 

177 0 

181 6 

169 1 

172 5 

175 6 

174 7 

174.6 

172.0 

174.0 

coal pnxlucis 


(47) 

(11.8) 

(0.8) 

(2 9) 

(-4.4) 

(1 0) 

(0.7) 

(0 1) 

(1.5) 

(-1.1) 

(0.3) 

31 Chemicals and chemical 













products except petroleum 

125.13 

340.6 

.320 9 

.308.3 

307 3 

305 8 

300.9 

277.9 

298.0 

277 0 

261.3 

254 1 

and coal products 


(11.4) 

(6.6) 

(10.9) 

(6.5) 

(6.80 

(9 8) 

(7.4) 

(7 6) 

(6 0) 

(2-8) 

(2.6) 

32 Non-metallic mineral products 

29.99 

231.5 

218.1 

232 1 

241 7 

205 0 

204 7 

2179 

217.3 

209.0 

205.2 

19.3.1 



(129) 

(6.5) 

(6.5) 

(8.4) 

(2.4) 

(-2 4) 

(7.3) 

(4.0) 

(1 9) 

(6.3) 

(1.7) 

33 Basic metal and alloy industries 

98 02 

190.5 

188.0 

178.6 

195.2 

2146 

2.34 9 

169.8 

203 6 

168.4 

167 9 

158 8 



(-11.2) 

(-20.0) 

(5.2) 

(8.4) 

(25 1) 

(46 7) 

(4 9) 

(20 9) 

(0 3) 

(5.7) 

(10.5) 

34 Metal products and parts 













except machinery and 

22 88 

150.4 

148.3 

144.0 

131.0 

127.2 

126 6 

120.5 

126 3 

1246 

133 J 

143.1 

transport equipment 


(182) 

(17.1) 

(19.5) 

(6.9) 

(3.3) 

(1.2) 

(-5.6) 

(1.4) 

(-6 4) 

(-7.0) 

(0 4) 

35 Machinery, machine tools 













and pans except electrical 

62.40 

201.2 

184 1 

177 4 

202.8 

197 9 

1H6.4 

168.6 

188 9 

180.6 

183 3 

186.9 

machinery 


(1.7) 

(-1.2) 

(5.2) 

(4 9) 

(8.2) 

(6 7) 

(-17) 

(4.6) 

(-1 5) 

(-1.9) 

(8.7) 

36 Electrical machinery, apparatus 

57.79 

570 8 

654.1 

455.7 

542.5 

468 0 

418.2 

.381.5 

452.6 

483 6 

493.7 

,563 6 

and appliances 


(22.0) 

(56.4) 

(19.4) 

(0.0) 

(-1.2) 

(-13 8) 

(-11.9) 

(-6.4) 

(-2.0) 

(-12.4) 

(22.7) 

37 Transport equipment and parts 

63.86 

244 2 

225.2 

212.2 

250.8 

224.4 

192.2 

176.9 

211.1 

200.7 

191.1 

192.5 



(8.8) 

(17.2) 

(20.0) 

(9.5) 

(10 1) 

(3.3) 

(-3.7) 

(5.2) 

(5.0) 

(-0.7) 

(6.3) 

38 Other manufacturing industries 

9,05 

264.9 

256.6 

243.2 

254.4 

250.3 

291.2 

265.5 

265,4 

279.8 

269 9 

321.8 



(5 8) 

(-11.9) 

(-8.4) 1 

1-16.9) 

(-7 0) 

(11.9) 

(-6.4) 

(-5.1) 

(3 7) 

(-16.1) 

(-3.4) 


Nmes: (i) Superscript numeral denotes month to which figure relates, e g, sujSbrscripc * stands for April, (ii) Figures in brackets are percentage variations 
over the period specified or over the comparable period of the previous year. 
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COMPANIES _ 

COLGATE-PALMOLIVE (INDIA) 

Diversification Plans 

COLGATE-PALMOLIVE (INDIA), a sub- 
sidUry ofColgate-Palmolive, US A^dcclarcd 
a dividend of 53 per cent ior 1993-94. Net 
.sales were up by Rs 103.65 crore (23 per 
cent), operating prolli by Rs 19.16 crore 
(18 per cent) and net profit by Rs 9.26 crore 
(19 per cent). Taxation was up by Rs 8.17 
lakh (16 per cent) and interest charges by 
Rs 6 lakh (75 per cent), while depreciation 
fell by Rs 19 lakh (3 per cent). Other income 
ro.se by Rs 7.86 lakh (363 per cent;, while 
non-operating surplus fell by Rs I 86 crore 
(86 per cent). Exports were up by l()4 per 
cent and imports by 52 per cent. Long-term 
loans were up by Rs 44 lakh 

Earning per share Icll by Rs 5 for the ycai 
While sales to total assets were 252 per cent 
in 1992-93 and 188 per cent in 1993-94, 
sales to gross lixcd asset rose from 707 per 
cent to 804 |)cr cent over the same peruKi 
Inveniones as a percentage of sales were 
down at 12 per cent. Gross saving to gioss 
fixed capital tormaiion rose by 81 percentage 
points lor the year. Gross prolii to total 
assets fell. Raw materials consumed fell by 
6 percentage jwints Operating profit to gross 
value added rose by 5 peiceniagc |K)inis 

The company issued and allotted 
1,12,92,735 equity shares o( Rs 10 to 
Colgate-Palmolive, USA. so as to enable it 
to increase its share holding in the company 
from 40 to 51 per cent. A 1; I bonus issue 
was aKso made in January. In March a 1,10 
rights issue was made. Consequent to the 
above issues the paid-up capital of the 
company increased to Rs 135.51 crore. The 
company acquired Hindu.stan Ciba-Geigy’s 
oral hygiene and healthcare business lor 
Rs 131 crore. In the toothbrush market, 
Colgate and Cibaca would now command 
nearly 70 per cent ol the market. Colgate 
had a 55 per cent market share prior to this 
acquisition. The company also plans to go 
into vertical integration projects and al.so 
diversify into high technology areas to 
effect import substitution for a range of 
raw materials. 

The company invested Rs 56 lakh in Us 
R and D activities in the year. It decided to 
replace aluminium tubes with laminated 
tubes, for which it entered into an agreement 
with EsscI Packaging. 

CASTROL INDIA 

New Plant 

Castro! India, affiliated to Burmah Castrol 
PIc of UK, IS the largest pnvate sector 
company in the lube oil market with a 20 
per cent market share. The performance of 


the company has been good for the ye.^r 
ended December 1994. Net sales have gone 
up by Rs 102.98 crore, operating profit by 
Rs 53.80 crore and net profit by R.s 32.54 
crore. While other income rose by Rs 8.33 
crore and non-operating surplus by Rs 92 
lakh, interest charges leil by Rs 2.34 crore 
and depreciation and taxation rose by 
Rs 57 lakh and Rs 5 10 crore, respectively. 
Thus, the rise in depreciation and taxation 
was offset by the rise in other income 
coupled with the use in non-operating 
surplus and decrease in interest charges. A 
dividend ol 55 per tent was announced for 
the year. The company issued 1:1 bonus 
shares during the year 

Debt-equity ratio Icll from 18 per cent 
in 1991-92 to 15 per cent in 1992-93 and 
7 per cent in 1993-94 because of the fall 
m long-term borrowings. Short-term bank 
borrowings Huctuaicd at 10 per cent in 
1991-92, 3 per cent in 1992-93 and 21 per 
cent in 1993-94 While sales to total as.sels 
fell steadily in the past three years, sales 
to gross fixed assets fluctuated in the 
same period. Earning per share lell to Rs 
18 in 1993-94 trom Rs 20 in 1991-93, 
Remuneration to employees fell for the 
year. Consumption of raw materials fell by 
! percentage pmnl in 1992-9.^ and by 9 
percentage points in 1993-94. Current 
dividend to total paid-up capital rose by I I 
percentage points. This may be attributed to 
the payment of dividend on the bonus shares 
that were allotted. 

To meet demand, the company is setting 
up a plant at Sil vassa at a cost of R.s 50 crore. 
The new plant is to have sialc-of-thc-arl 
technology lor lubncani blending. The total 
capacity ol the plant will be I,50,(XK) kis 
perannum. It is u> have mulliproduct blending 
capacity with integrated facilities to .suit 
automotive, industrial marine and other 
.specialised lubricant products. The company 
IS also undertaking modcrnisalion-cuin- 
expansion ol its six plants at a cost 
of Rs 20 crore The company has entered 
into tie-ups With automobile manufacturers 
like Maruli and other companies like Eichcr 
and Hindusthan Powcrpliis to supply first- 
fill and scrvice-fill lubes. It also introduced 
a new range ot high cost speciality lubes 
branded Tnbol and Optimcl 

The reseaich ,ind development centre at 
Wadaia was upgraded. Evaluation capa¬ 
bilities in the aicas ot automated wear 
metal analysis, 2-strokc engine tests and 
grease performance tests were added on. 
The company’s technology group deve¬ 
loped and conducted successful user trials 
of low smoke 2-strokc products, metal 
rolling oils, super high performance diesel 
engine oils and greases to meet export 
specifications. 


EPW Research Fouitdalioii 


ESCORTS 

Corporate Restructuring 

Escorts, the two-whcelcr giant has posted 
good results for 1993-94. Net sales were 
up by 7 per cent (Rs 6.42 lakh), operating 
profit by 13 per cent (Rs 73 lakh) and net 
profit by 28 per cent (Rs 26 lakh). 
Depreciation and inleresl charges 
increased by 6 per cent and 9 per cent, 
respectively Other income fell by 11 per 
cent while non-operating surplus was up by 
4 per cent. Exports were higher by 96 per 
cent. A dividend of 30 per cent was 
announced for the year which is 10 per cent 
higher than for the previous yeai. 

Debt-equity ratio rose from 80 per cent in 
1992-93 to 109 per cent in 1993-94. Earning 
per share was up at Rs 3 for 1993-94 as 
against Rs 2 in 1992-93. Short-term bank 
bom>wings fell from 76 per cent in 1992-93 
to 41 percent in 1993-94. Sales to total a.ssets 
and sales to gross fixed assets were up by 3 
percentage points and 9 percentage points 
for ihc year. Raw material consumption 
increased marginally, while inventories to 
sales were down by 2 percentage points. 
Value addition to value of production rose 
while remuneration to employees remained 
the same. 

The company has done well in the tractors 
and motorcycle markets. It has embarked on 
a modernisation plan whereby the group 
companies are to be made independent 
and autonomous entities. The company is 
m the process ot progressively creating 
independent corporate identities for its 
biwhcelcr, construction equipment and 
telecom acli vines AI ter this disinvestment, 
the company is ici concentrate on the core 
activity of agri-business, auto and railway 
ancillary products. The research and 
development activities of the company 
involved an expenditure ol Rs 39 lakh 
tor 1993-94 The activities included 
reverse engineering of raw materials, sub¬ 
system for technology absorption and 
indigenisution, modifications of products, 
import substitution and cost reduction by 
value engineering which helped the 
company increase its sales. 

Among the subsidiaries of the company. 
Escorts Henon posted a marginal profit for 
Ihc year which is attributed to the reces¬ 
sionary conditions which then prevailed 
in India and Europe Escorts JCB and Escorts 
Holdings did well, while E.scorts Claas in its 
maiden year of operation suffered a loss. 

The company’s turntwer rose by 33 per 
cent in 1994-95. Tractor and motorcycle 
sales rose sharply. The group turnover is 
also said to Ik impressive. The growth is 
being attributed to the re-cngineering*^cum- 
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The Week^s Companies 


(Ks lakh 

Colgate* Castrol India Escorts Rhone* Indian 

Financial Indicators Palmolive (India) ___ Poulenc Dyestuffs 

March March Dec Dec March March March March March March 

1994 1993 1994 1993 1994 1993 1994 1993 1994 1993 


Incomc/appropriatlons 

1 Net sales 

2 Value of production 

3 Otherincome 

4 Total mamte 

5 Raw matchals/siorcs and spares 
consumed 

6 Other manufacturing expenses 

7 Remuneration to employees 

8 Other expenses 

9 Opemtinfi profit 

10 Interest 

11 Cross profit 

12 Depreciation 

13 Profit Iwfotr tax 

14 Tax provision 

15 Profit after tax 

16 Dividends 

17 Retained profit 
Liabilities/assets 

18 Paid-up capital 

19 Reserves and surplus 

20 Long term loans 

21 Short term loans 

22 Of which bank borrowings 

23 Gross fixed assets 

24 Accumulated depreciation 

25 Inventories 

26 Total assets/liahilities 
Miscellaneous Items 

27 Excise duty 

28 Gross value added 

29 Total foreign exchange income 

30 Total foreign exchange outgo 

Key financial and performance ratios 

31 Turnover ratio (sales to total assets) {%) 

32 Sales to total net assets (%-) 

33 Gross value added to gioss fixed 
aitsets {%) 

34 Return on investment (gross piofii 
to total assets) (9^ ) 

35 Gross profit to sxilcs (gross margin) ) 
36^ Operating profit to sales {%) 

37 Profit before fax to sales (7<) 

38 Tax provision to profit before tax (7 ) 

39 Profit after tax to net worth 
(return on equity) (%) 

40 Dividend (%) 

41 Earning per share (Rs) 

42 Book value per share (Rs) 

43 P/E ratio (hosed on latest and 
corrcs|H)nding last year's price) 

44 Debt-equity ratio (adjusted for 
revaluation) (%) 

45 Short term bank borrowings to 
inventories (%) 

46 Sundry creditors to sundry debtors (%) 

47 Total remuneration to employees 
to gross value added (%) 

48 Total remuneracion to employees 
to value of production (%) 

49 Gross fixed assets formation (%) 

50 Growth in inventories (%) 


54560 

44195 

50034 

39736 

9029 

54785 

43860 

51055 

41781 

8981 

1002 

216 

1845 

1012 

241 

55787 

44076 

52900 

42793 

9222 

15419 

14825 

32715 

30438 

3836 

17901 

12389 

129 

99 

2772 

1284 

1081 

1476 

1150 

10^)1 

9040 

5554 

5997 

3903 

911 

12143 

10227 

12583 

7203 

612 

14 

8 

827 

1061 

476 

12158 

10434 

12116 

6410 

291 

512 

531 

258 

201 

174 

11646 

9903 

11852 

6204 

117 

5X83 

5066 

4554 

2160 

0 

5763 

4837 

7298 

4044 

117 

4635 

3018 

2894 

1232 

102 

1128 

1819 

4404 

2812 

15 

12319 

5030 

3859 

19^0 


7153 

(>420 

16120 

n.591 

1470 

127 

83 

1573 

2449 

1988 

33 

33 

3418 

2314 

758 

0 

0 

2719 

360 

564 

6783 

6243 

5175 

3849 

L520 

2131 

1655 

1707 

I46() 

1510 

7033 

6396 

12452 

10459 

1349 

28901 

17497 

38881 

28188 

7443 

5637 

5275 

4612 

326 

1 118 

13080 

11743 

14231 

8461 

2010 

352 

172 

208 

75 

20? 

1758 

899 

12260 

6495 

47 

188 8 

252 6 

128.7 

I4| 0 

1213 

277 9 

382 1 

. 2(8)4 

195 9 

198 2 

192 8 

188 1 

275 0 

219.8 

57 1 

42.1 

59 6 

31.2 

22.7 

3 9 

22 3 

23 6 

24 2 

16.1 

3 2 

22 3 

23 1 

25 1 

18 1 

(> 8 

21 3 

22 4 

23 7 

15 6 

1 3 

50 5 

51 2 

38 4 

34 8 

0 0 

29 6 

42 2 

36 5 

26.1 

6,5 

53.00 

60 00 

55 00 

55 00 

30 00 

4.68 

9 62 

18.91 

20 95 

3 45 

15.8 

22 8 

51 K 

79 6 

47 9 

100 5 

0.0 

25 9 

57 4 

37.7 

0.7 

0 7 

79 

15 9 

122.5 

0.0 

0.0 

21.8 

3 4 

41.8 

119.4 

25,8 

159.0 

160 9 

96.4 

98 

9.2 

10.4 

13.6 

54 3 

2 3 

2.5 

2.9 

2.8 

12.1 

8.6 


34.5 

32.7 

4.0 

9,96 

* 

19 06 

33 92 

-4 53 


8387 

11290 

9900 

28089 

28511 

8424 

11185 

10333 

29047 

28942 

271 

442 

314 

989 

1143 

8695 

11627 

10647 

3(M)36 

30085 

3486 

5896 

5359 

14573 

15828 

2894 

1623 

1170 

4204 

3678 

993 

2041 

2225 

4.344 

4092 

783 

1323 

1382 

2766 

2340 

539 

744 

511 

4149 

4147 

433 

170 

239 

2291 

1959 

255 

784 

253 

1873 

2183 

164 

368 

238 

822 

856 

91 

416 

15 

1050 

1325 

0 

285 

0 

357 

548 

91 

131 

15 

693 

777 

68 

90 

81 

283 

283 

23 

41 

66 

410 

494 

139 

4.50 

4.50 

1131 

1131 

1463 

8646 

5878 

4221 

3958 

1458 

689 

905 

7730 

6154 

1321 

665 

831 

6957 

7070 

1074 

665 

831 

6772 

5608 

3386 

9215 

652) 

19370 

18039 

1350 

2144 

1849 

12398 

1 1724 

1413 

2561 

2848 

7.302 

6332 

7056 

12257 

9965 

27588 

25560 

1007 

79 

106 

4743 

5027 

1812 

2922 

2442 

8551 

8234 

97 

293 

2 \(^ 

5071 

7074 

44 

1090 

813 

2455 

2231 

1189 

92 1 

99 ^ 

101 9 

1115 

183 1 

108 0 

122.8 

140 2 

155 7 

53.5 

31 7 

37 4 

44 1 

45 6 

3.6 

64 

2 5 

6 8 

8 5 

.1 0 

6 9 

26 

6.7 

7 7 

6 4 

6 6 

5 2 

14 8 

14.5 

1.1 

3 7 

0 2 

3 7 

4.6 

0.0 

68 5 

0 0 

34 0 

41.4 

5.0 

1.4 

0 2 

129 

15.3 

20 00 

20.00 

18 00 

25.(K) 

25.00 

2 68 

2.91 

0.33 

61 27 

68,70 

47.4 

202.1 

140.6 

408 4 

369.1 

0.0 

0.0 

0.0 

0.0 

0.0 

90.7 

7-6 

14.3 

167.4 

147.4 

76.0 

26.0 

29.2 

92.7 

88.6 

86 9 

88.8 

107.1 

49.9 

54,3 

54.8 

69.8 

91.1 

50.8 

49.7 

n 8 

18.2 

21.5 

15 0 

14 1 


41.3 

- 

8.5 

8.1 

- 

- I().(MI 

- 

15.32 

3.82 
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orgafiisation undertaken by the company 
and the recovery of ihc economy from 
recessionary conditions. 

RHONEPOULENC 

Margins under Pressure 

Rhone-Poulcnc, the multinational drug 
major which experienced decreased 
profits in 1992-93, has done well in 
1993-94. Net sales increased by Rs 13.90 
crore (14 per cent), operating profit by 
Rs 2.33 crore (45 per cent), and net 
profit by Rs 1.16 crore (773 per cent). 
Taxation absorbed Rs 2.85 crore. Depre¬ 
ciation went up by 54 percent while interest 
charges felt by 28 per cent. Both exports 
and imports rose by 35 per cent and 33 per 
cent, respectively. An enhanced dividend 
of 20 per cent was declared for the year 
as against 18 per cent in the previous year 

Debt equity ratio fell by 7 percentage 
points for the year and short-term bank 
borrowings by 4 percentage points. Both 
short-term and long-term loans declined. 
Raw materials consumed rose marginally 
Earning per share was up at Rs 2 

Since two-ihirds of ihe company ’ s products 
of humanrhealth formulations are covered 
under DPCO, margins remained under 
pressure. Remuneration to employees tell 
substantially which can be attributed to the 
remtroduction ot the voluntary retirement 
scheme. The company incurred a huge 
restructuring cost which affected its profit¬ 
ability in the previous year In 1993-94, the 
company experienced a resurgence in 
margins, essentially the result of the restruc¬ 
turing cflons. The company revalued its 
land, building and plant and machinery and 
It had to make additional provision for 
depreciation to the tunc ot Rs 2.67 crore for 
the year. 

Of the Rs 113.69 trorc .sales ot the 
company. Rs 19 crore were accounted for 
by Us trading activities. Sales of tablets, 
capsules and liquids accounted for 66 per 
cent of total sales. Capacity utilisation was 
31 per cent for tablets and capsules and 90 
per cent for liquids. The company 
introduced a new anti-protozoal molecule 
in conformity with WHO guidelines. The 
product is said to have been well received 
by medical protessionals. 

Rhone-Poulenc spun off its chemical 
unit, which was its KX) per cent .subsidiary. 
The unit is to be the .subsidiary of Rhone- 
Poulenc SA France, which would pick up 
50.5 per cent .stake in the unit. Earlier the 
company had diluted its stake in another 
of its subsidiaries, Rhone-Poulcnc 
Agrochemicals. A 50.5 per cent stake in 
it too was picked up by Rhone-Poulcnc 
Agrochimie SA 

An expenditure of Rs 29 lakh was incurred 
on research and development activities. 
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Development of new drug.s, clinical trials, 
quality improvement, development of new 
analytical methods were the activities 
undenaken- 

INDIAN DYESTUFFS INDUSTRIES 

Lower Sales 

Market leaders in the vat dye .segment, Indian 
Dyestuffs Industries is the tlagship company 
of the Sun-Gracc Malatlal Group. The 
company has not posted good results for 
1993-94. Net sales fell by 1 per cent 
(Rs4.12 crore). operating profit fell 
marginally and profit after lax fell by 10 per 
cent (Rs 84 lakh). The effect of fall in 
other income by Rs I.54crorcandaRs 3.32 
crore rise in interest charges was diluted by 
the incrca.se in non-operating .surplus by Rs 
20 lakh, fall m depreciation by Rs 34 lakh, 
other provision by Rs I lakh and taxation 
by Rs 1.91 crore. Exports fell by 29 percent 
for the year, while imports were up by 21 
per cent A dividend of 25 per cent was 
declared for the year. 

Earning per share niicluated at Rs 64 in 
1991-92. Rs 68 in 1992-93 and Rs 61 in 
1993-94. Con.sumpiion of raw matcrial.s Icll 
by 5 percentage points lor 1993-94 and had 
risen by I percentage point lor 1992-93. 
Return on investment Icll by 1 percentage 
point for 1992-93 and by 2 percentage points 


for 1993-94. Short-term bank boftowings 
rose by 12 percentage points for 1992i-93 and 
by 4 percentage points for 1993-94. Sundry> 
creditors to current assets fell from 28 per 
cent in 1991-92 to 23 per cent in 1992-93 
and 21 per cent in 1993-94. interest charges 
for the year were high. Sales of phthalic 
anhydride suffered dunng the year due to 
catalyst change related production loss. 

A new company under the namcof Matatlal 
Rose Color Industries wa.s incorporated for 
the implementation of the projfeci for 
establishing production facilities at Ranoli 
in Baroda district for manufacturing 
speciality dyes with technical know-how 
and financial participation of Rose Color inc 
of USA. Rose Color Inc is to have an equity 
stake of 49 per cent while IDI is to have 51 
per cent equity stake. The diketenc project 
was put on hold due to high prices of acetic 
acid making the project unviahic. Initially, 
the company had planned to set up a 2.0()0 
tonnes per annum project at Tarapur in 
tccijnicul collaboration with Nippon Gohsei 
of Japan who arc the world leaders in diketene 
production. 

The company expended Rs 128 lakh for 
Its R and D activities for the year. Process 
improvement, technology upgradation and 
quality control, development of new ranges 
of dyestuMs and intermediates and 
development and evaluation of alternative 
raw materials were the activities undertaken. 
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MONEY MARKET REVIEW 


Interest Rates: Reversal of Pcdicy 

The policy of treating the money market as the fulcrum of central 
banking intervention^ has led to interest rates, which a few months ago 
had been set to decline so as to aid the growth of the real sectors, 
having to be pushed up sharply. 


Credit Policy 

THE new monetary and crcdii policy for 
1995-96, announced by the Reserve Bank 
ot’ India (RBI) on April 17. reflects the 
constraints faced by the authorities in 
administering a policy framework that treats 
money market as essentially the fulcrum of 
central banking intervention, when some of 
the basic preconditions for it arc not met 
As the policy statement admits, the 
persistence of large fiscal deficits makes it 
difficult to undertake open market operations 
to a'desired extent without raising interest 
rates to unduly high levels. The situation is 
not only one of large fiscal deficit hut also 
that of an unprecedented level of revenue 
deficit. In such a situation, the burden of 
inflation control cannot he solely home by 
monetary policy and that too a policy that 
prefers to rely on indirect inscrumcnis. 
Secondly, as a consequence of this policy, 
the general level of interest rates, which was 
set to decline only a few months ago so as 
to aid real sector growth, has had to be 
pushed up. In fact, a Week before the RBI's 
announcement raising banks' term deposit 
rate for 46 days to 2 years and above to a 
high level of 12 per cent which induced the 
banks and financial institutions to firm up 
their pnmc lending rates, two foreign hanks. 
Standard Chartered and Deutsche Bank, hud 
raised their prime lending rates by ;i lull 
percentage |H>ini to 16 per cent each. That 
they did not wait for a week to sec the stance 
of monetary policy speaks for the recalcitrant 
way the foreign banks operate m India; that 
apart, the hanking system had already begun 
to feel the pinch of liquidity strain, not .so 
much due to any fresh competition from 
non-hanking financial intermediaries as due 
lou general shortage of liquidity. And. finally, 
the liquidity shortage is the end result of 
living beyond the economy's means and 
raising excessive expectations ol growing 
financial resources in the economy because 
the market was filled to the brim with 
artificially-generated liquidity from foreign 
inflows and because that liquidity got stuck, 
not in productive activities, but essentially 
in inflated values of equity shares and other 
financial assets and in real estate prices. As 
a result, the government was enticed to 
indulge in both large tax reductions and 
si/eablc fiscal deficits during 1993-94 and 
1994-95 and the private corporate sector m 
massive amounts of commercial credit Irom 
banks during 1994-95. 

Though inflation control has remained the 
primary goal, the latest credit policy measures 


announced in April aim at achieving u 
multiplicity of objectives; maintaining the 
competitive position of banks vw-«-vw non¬ 
bunks, gradual dilution of scctor-spccific 
refinance for the export .sector, ensuring a 
transparent degree of prudence in bank 
lendings the burden of which cannot be 
solely borne by the supervisory system, and 
expanding the number of players in the call 
money market. The one percentage point 
hike in the term deposit rale to 12 per cent, 
over Rs 2,(X)0 crorc reduction m export 
refinance limits, increasing the importance 
of loan system as against cash credit in bank 
lendings, reduction in overall limits of 
borrowings by non-banking financial 
companies (N BFCs), banning of bridge loans 
by banks and financial institutions to all 
companies (including financial companies 
as hitherto), permi.ssion granted uLso to private 
sector mutual funds to access call/noticc 
money/hills rediscounting market as lenders, 
and re.stricting the rediscounting vif com¬ 
mercial bills and derivative u.sance promts- 
.sory notes to a minimum pentxJ of 15 days 
- all of these measures have had a ripple 
effect on the operations of the money market 
during April. 

Indications of deepening liquidity strin¬ 
gency and rising interest rates were, as said 
earlier, already in evidence prior to the credit 
policy announcement. Since November 
when the foreign exchange in How began to 
Hag, short-term funds began to get dearer. 
On the one hand, bank deposit growth has 
been moderate, while on the other there was 
a sudden spurt in bank credit. Interest rales 
in the call money market have gradually 
firmed up. This also made government 
borrowings both difficult and expensive. In 
the foreign exchange market, the rupcc- 
dollar spot rate has pierced through the 
stubborn RBI reference rate of Rs 31.37 per 
US dollar and stabilised higher at Rs 31.40 
per dollar; simultaneously there has been a 
gradual firming up of the forward premia 
for the US dollar in the domestic market. 

Money Market Measures 

The measure taken to allow pri vate mutual 
funds to operate in the call money market 
as lenders, though with a view to providing 
them with a level-playing field along with 
publicscctor mutual funds and othcrfinancial 
institutions and to extend to them also an 
avenue for investing short-term surpluses, 
will have a deleterious effect on the effective 
operations of monetary policy and on the 
long-term growth of various money market 
instruments. On the one had, the RBI has 
been constantly admonishing banks for 
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lending beyond their means, while dn the 
other it has facilitated banks to access larger 
amounts of funds through the call money 
market by permitting over 50 non-bank 
financial institutions to lend in the market 
and thus, albeit indirectly, encouraged banks 
to lend in excess of their own resources. To 
that extent, the monetary policy signals will 
be obviously attenuated. The disruptions 
caused in the money market by such large 
non-bank players arc loo evident. Entry or 
withdrawal of large players like the Unit 
Trust of India (UTI) has always had senous 
destabilising effects on the liquidity in the 
market. Rather than correcting the distortions 
inflicted by such players, the Reserve Bank 
has, by permitting entry for private sector 
mutual funds, only tended to reinforce them. 
A more adverse effect to follow from this 
policy has been the absence of depth and 
vitality in markets for other money market 
instruments, panicularly the rediscounting 
of bills. If financial institutions with surplus 
funds arc induced to seek investment outlets 
in such .short-term instruments, the instru¬ 
ments should gel a shot in the arm. The 
institutions now have no incentive to seek 
.such outlets or to innovate otherwise. The 
flaws in policy can be avoided by ensuring 
that the call money market remains essen¬ 
tially an inter-bank market as in many 
developed countries. In the US, for instance, 
only banks and depository institutions 
(savings and loan associations, savings 
banks, credit unions, and foreign bank 
branches) participate in the Federal Funds 
market. The Federal Funds rate have also 
been generally pegged by the Fed. Between 
Ociol^r 1979 and 1988, it allowed the Federal 
Funds rale to fluctuate over a band, but since 
then the Fed has gone back to pegging the 
Federal Fund.s rate and generally announcing 
its revisions along with revisions in the 
discount rate. 

Depository in.stitutions in the US are all bank- 
like institutions unlike in India where public 
financial institutions like the UTI. IDBl and 
IFCI are allowed to keep accounts with the 
RBI. The latter institutions have greater link 
with the capital market and their entiy' and 
withdrawal from the money market will have 
adverse impact both on the mono tary policy 
impulses and on the money market itself; above 
all. it will prevent the emergence of a strong 
market for other nxiney market instruments, 
particularly the bills rediscount market. 

Liouidity Situation 

After the initial disruption due to year-end 
bulge in bank deposits and bank credit, the 
banking system settled down to normal cor¬ 
rection of those year-end aberrations. Aggre- 
gnic bank deposits declined fiomRs 3,82,500 
crore as on March 31, 1995 to Rs 3,76.) 13 
crorc as on April 28 or by Rs 6,387 croire, 
which was however no more than the decline 
in the corresponding period last year 
(Rs 6,747 emre). However, in bank credit 
la.s( year there was a decline of Rs 4,030 
crore during the period, whereas this year 
there has not occurred any decline. However, 
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rc}>tniin( iio Ivitik credit ic» NBFC< nnd in 
particular ban agaiiiM bridge tuan^ Ki non- 
hnancial cumpanicK have arrestci) Kink 
credit growth in recent weeks and in turn it 
seems to have cased the lic|indily situaiion 
Mimewhat. tifheii tcinponinly. It is iiiuler- 
sIikkJ that of the total iiicremenial credit 
during the i|iiarter (kitiber-IVccmbei 1994, 
as much as 60 pci cent went to NBl'Cs. 
Besides, inicicst receipts Iroin the go\em¬ 
inent on t*ill-edgcil securities, inter^si 
cieditnigiMi ilepoMt accounts, and rciyciing 
ot PSii tunds obtained tnmi the yeat-end 
releases, have piovulcU some breather in the 
otherwise light liquidity situation. Iltc RBI 
was quick to absorb this liquidity through 
an aggressive open market operations |)olicy 
during the month. 

Mar KIT Ow-RAnoN.s 

There was a brief lull in open market 
operations ot the RBI after the first ever open 
market o|vraiton through the auction process 
was aborted towards the end of March. Subse¬ 
quently, hectic activity was resumed by the 
RBI immediately after announcing the new 
credit policy on Apnl 17 The Reserve Bank 
announced a list of sccunttes for sale on 
April 18, revised it on April 26 and 27. and 
funher revised it on April 28, as seen in 
rahle A. 


1 AMI I A . Oil N M SKKhl'OPIlRATION.S IN ApRIL 1995 



Sccunlies 

Pnee 

Yield 


Offered lor 
Sale (Per Ccni, 
Maiunty Year) 

(in Rs) 

(Per Cent) 

April 18 

10.50. 1998 

95..57 

12.25 

11.75. 2001 

95.53 

12.79 


11.50. 2006 

91.25 

13.01 

April 26 

I2.(X); 1999 

96.76 

13.07 

April 27 

12.00, 1999 

96 77 

n.04 

I2..5(). 2(H>6 

88 88 

I.V46 

April 28 

12.00. I9<>9 

96.77 


11 50: 2006 
(11 .series) 

88 67 




12.50. 2007 

94 M) 



11.50. 2(KW 

87.96 


May 2 

I2(K). I9<I9 

97 02 

n 14 


Having signaiJccI a high interest rate 
regime on just the previous day in the new 
credit policy, when the RBI announced 
lower yields on government paper on April 
18. ranging from 12.25 per cent to 13 per 
cent, the market naturally got confused and 
did not come forward to buy. It was only 
when the RBI offered to sell at a price 
giving yield to maturity (YTM) of more 
than 13 per cent that it could mop up some 
liquidity: Rs 100 crore through 12 per cent 
1999 at an YTM of 13.0714 on April 28, 
and Rs 457.47 crore through 11.50 per 
cent 2006 at an YTM of 13.46 per cent 
on April 29. 

Valuahon of SmuRmiis 

The Reserve Bank issued instructions 
regarding valuation of securities portfolio of 
banks for the Financial year 1994-95. 'fhe 
practice of the RRI announcing the yields 
ot government securities began at a time 
w'hen the secondary market in gilt-edged 
was not very active. Most of the securities, 
though li.sted on the stock exchanges, did 
not trade in the market. There was thus no 
benchmark on the basis of which banks 
could evaluate iheir securitie.s portfolio for 
the annual audit. It was mainly for the auditing 
purpose that the Reserve Bank announced 
yields of the government paper and those 
yields became the benchmarks for making 
provisions in banks' balance sheets. Now 
with the secondary market in government 
securities gaining momentum and banks 


bet^ required to make provisbuiseven for 
their gtll-edgod holdings. YTMs al the end 
of the year have become .significaiit 

According to the RBI insimctkm. hanks 
will have to now classify their investment 
portfolio into six categories; government 
securities, including zero coupon bonds, 
otherapprovodsecuriiics,.shares, dehentuies 
and bonds, subsidiaries and joint ventures 
(sponsored institutions) and others which 
would include CPS. mutual fund units, etc. 
Banks will have to value .vccuntics under 
each category scripwise and measure the 
extent of depreciation or appreciation in the 
investment portfolio. They have also been 
asked to charge depreciation to the profit and 
loss account and ignore appreciation. For 
calculating the valuation under the permanent 
portfolio, the RBI has asked banks to book 
the gam urrsing out of the sale of securities 
in the permanent category first in profit and 
loss accouni and then appropriate it to the 
capital re.serve account. 

The yields pre.scribed by the RBI are 
expectedly smooth with an upward .slope, 
ranging from 11.23 per cent for one-year to 
13 per cent for 10-ycar maturity. The RBI 
instructions are undoubtedly guided by 
conservative prudential requirements. It is 
sometimes argued that banks themselves 
could have established a market price for 
each of the unleaded .securitic.s by some 
mutual trading specifically for this purpose. 
For audit purposes what is required is u 
market price. For the securities which were 
not traded in the marker pnor to closing of 


Table 2: AumoNS of 364-Day Trcasury Bills 

{Amount in rufites. mirrl 


Date of 

Bid.s Tendered 

Bid? Accented_ 

Cut-off Pnee 

CulHilf 

Auction 

No 

Fttce Value 
(Amount) 

No 

Face Value 
(Amount) 

Pnee 

(Rupees) 

Yield Rate 
(Per Cent! 

1994 

Apnl 13 

130 

28H0.50 

53 

895.50 

♦H) 96 

9 94 

April 27 

113 

3368.00 

32 

1140.00 

9102 

9.87 

1995 

April 15 

7 

9.00 

7 

9.(K) 

22 

12.08 

April 26 

8 

94.95 

4 

90.95 

K9 12 

12.21 


TABLh I Al -< TioNs I )i 91 -Day Treasury Biijji 

(Amount in rupees, i rnrei 

Dull: of Notified Bids Tcruicrcd Bids Accepted Subscription Cui-ofT Cut-oH Aiuounc Outstanding i Rupees)*' 

Auction Amount No I'ucc Value No Face Value Devolved Pnee in Yield Kate Total With Outside 

(Rupees) i Amount) (Amount) on RBI (Rupees) (Per Cent) RBI RHI 

(Amount) 


1994 


April 7 

3(K) 

46 

960 

25 

3(H) 

April 15 

.500 , 


885 

12 

5(K) 

Apnl 22 

500 

21 

8(X) 

II 

5(H) 

Apnl 29 

1995 

5(X) 

19 

407 

16 

377 

Apnl 7 

50 

7 

7 

1 

1 



(2) 

(KK)) 

(2) 

(49) 

April 15 

50 

7 

7 

1 

1 



(2) 

(100) 

(2) 

(49) 

Apnl21 

50 

19 

131 

3 

40 


C3) 

(120) 

(3) 

(10) 

April 28 

l(N) 

31 

2.56 

1 

60 


(3) 

(170) 

(3) 

(40) 


Figufcs in brockets ropresem numbers and amounts ot non-coinpetitive bids 
C)utsiandiiig amounts are estimated for all weeks of February 199S. 


0.00 

98.20 

7.33 

1807 30 

605 (H) 

1202.30 

0.00 

98.22 

7.25 

1926.30 

254,(H) 

1672 30 

0.00 

98.22 

7 25 

2148 30 

16(H) 

2132 30 

123 (K) 

98.22 

7 25 

2648 .30 

139(H) 

2509.30 

O.IH) 

97.09 

11.99 

696.(H) 

67.50 

628..50 

U.(K) 

97 08 

12 03 

646.00 

()(H) 

646.00 

0.00 

97 II 

II 90 

646.(X) 

0(Ht 

646(H) 

0.00 

97.23 

tl 40 

696.(H) 

0.00 ' 

696.00 


which are not included in the total. 
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Orai»h A: Cirr-OfP Yii^lds of 9|-Day awI> 364-Day Treasury Bills 
. (Primary Auctions) April 1993 to April 1995 


Graph B: Qaily Quotations of HtoHs ano Lows of 
Call Money Rates March 1995 and April 1995 



the financial year, all the banks needed to 
do was to strike small one/two crore rupee 
deals in each security that was not traded 
in order to get a market price for those 
securities. But, considering the lack of 
smoothness in the yield to maturity curve 
today, there is certainly no guarantee that 
the yields doctored by the banks for audit 
purposes could have been any better than 
what the RBI has prescribed. 

n 

Government’s Market Borrowing 

Dated SECTjarniLS 

The government of India began its market 
borrowing programme for 1995-96 towards 
the end of the month. It offered on April 21 
Rs 7,603.44 crore worth of 364-day treasury 
bills for conversion into a five-year security 
on an auction basis. The time for initiating 
government* s market borrowing programme 
was ripe as some easiness in liquidity, albeit 
temporarily, prevailed in the market for most 
part of April. 

The government's aiiempi to convert its 
short-term debt into medium-term paper was 
understandable as it has a large stock of 
maturing 364-day bills which were used to 
mop up excess liquidity last year and thus 
finance more than anticipated gross fiscal 
deficit. The implicit yields on 364-day 
treasury bills issued between April 29 and 
November 25,1994 were just about 9.82 to 
l().()4 per cent. These are much lower than 
the 12.08 to 12.21 per cent yields offered 
at the current fortnightly auctions of this 
paper. All policy and market trends have 
clearly indicated that the government would 
have to offer a high yield for the converted 
.security. Even so, the market response was 
lukewarm, with major holders preferring 
redemption rather than conversion; it was 
understandable because in a situation of 
excess investment of the past, reduced 
SLR obligations, slower growth in bank 
deposits, and growing demand for credit. 


the preference for government paper 
would be at a discount. The Reserve Bank 
received bids for Rs 1936.58 crorc which 
was only 25.47 per cent of the total amount 
offered for conversion; the accepted 
amount was even tower at Rs 1653.58 crore 
or 21.75 per cent. 

That the government will have to pay a 
high return was a foregone conclusion. It 
paid 13.25 per cent. The government hud 
paid 12.75 per cent on a five-year paper 
(zero coupon bonds)only three month.s hack. 
The five-year security in the secondary 
market on the other hand was trading at 
13.12 per cent. This was in sharp contrast 
to the funding operation conducted by the 
government in early 1994-95. It had 
converted 91-day treasury bills into 12 per 
cent 1999 stock and 364-day treasury bills 
into 11,75 per cent 2001 .stock each with 
about 80 per cent successful conversion. It 
is true that the latest pcrtormancc was 
somewhat more encouraging than the earlier 
conversion offer in December last, when the 
market opted to convert into a 11 per cent 
1997 loan only tor 2.77 per cent of Rs 3,720 
crorc worth of 364-day treasury bills then 
eligible for conversion. Lack of repo facility 
on the converted slock, then as now. is one 
of the reasons cited by banks for the poor 
response. 

Subsequently, the government announced 
one more fresh borrowing with the auction 
of u lO-year paper worth R.\ I ,(XX) crorc on 
May 4. The RBI received 98 bids worth Rs 
1,299.10 crorc but could accept only 55 bids 
for an amount of Rs 959.10 crore despite 
offering a cut-off yield to maturity of 13.75 
per cent. The balance of Rs 40.90 crore was 
met by the RBI. The first tranche of stale 
government borrowings of Rs 5t)0 crore has 
been launched in May at a coupon rate of 
14 per cent. 

Tbe implications of such high yield rates 
on government securities, accompanied by 
tna^uate market response, would he indeed 
serious for government finances this year. 
To begin with the government has a massive 


borrowing programme during the year. As 
against the targeted amount of about Rs 8,0(X) 
crore, the market has been prepared to take 
only Rs 2,9(X) c/ore so far in the initial 
offerings. Its gros.s market btrrowings are 
estimated at Rs 9,255.58 crore which is 
double the gross borrowings of last year. 
Through medium and long-term borrowings, 
the government plans to rai.se another 
Rs I9,(X)() crore and through short-term 
borrowings (364-day TBs) a further 
Rs4,387.(X) crorc (net). Raising a total of 
R.S 32.642.58 crore from a market strapped 
for liquidity could be con.sidered quite 
difficult. In any case, the central government 
is already budgeted to pay 51.5 per cent of 
Its revenue receipts towards gross interest 
payments during 1995-96. 

Treasury BtLus 

After a lull in activity in the primary 
market for 91-day and 364-day treasury 
bills, the second half of April saw u revival. 
The market came forward once again for 
subscribing to these short-term papers, 
indicating its distinct preference for short¬ 
term liquidity. Takii)g a cue from the initial 
market response, the government doubled 
the notified amount for 91-day bills I mm 
Rs 50crorc. which it held now for 13 auctions, 
to Rs 100 crorc in the last auciinn in April 
The issue wu.s fully subscribed, though the 
participation in these auctions from non¬ 
competitive bidders, which arc understood 
to be state governments, has been increasing 
both in terms of the number of bidders and 
the amount than in the first (Table I). 

However, these successful borrowings 
through the short-term bills have been 
at high yield rates. For 91-day treasury 
bills, they ranged from 11.40 per 
cent to 12,0 per cent (Graph A), beyond 
four percentage points higher than a 
year ago when the cut-off yields were 
only 7.25 to 7.33 per cent. Likewise, for 
364-day treasury bills the cut-off yields 
this year have been 12.08 to 12.21 per 
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cent against 9.87 to 9.94 per cent last 
year (Tabic 2). 

m 

Money Market Opemtiona 

Call Money 

The month of April which coincides with 
the onset of the traditional slack season 
witnessed a gradual softening of overnight 
money rates. The first week of the month 
ending April 7 opened with high call rates 
ranging from 16 to 19 per cent during April 
3-4 when the RBI is reported to have injected 
Rs 750 crore worth liquidity through repo 
deals with the DFHI and STCl; repo deals 
worth Rs 881 crore were reported in the SGL 
transactions on April 4. Even so the call rates 


ruled 19 per cent in the initial hours but 
began descending and closed at 14^ per 
cent. Except for the occasional spurt to 18.5 
per cent on April 6, the lestof the week saw 
the rates Sliding down and closing at 10 per 
cent, which was regarded by the market as 
the resistance level. The entry of Slate Bank 
of India as a lender due to the year-end flow 
of PSU funds, as also the continued presence 
of the DFHI and STCl with repo facilities, 
eased the pressure on the call money rates 
throughout the month thereafter. Besides, 
the rdaxation of the daily CRR norm from 
85 per cent to 50 per cent for the fortnight 
ending April 14 because of a number of 
holidays (but the problem got compounded 
because of two more unscheduled holidays) 
and relatively reduced incidence of window¬ 


dressing of the March 31 figyies by banks 
(which coincided with a eeportiRg Friday) 
helped to ease the call money rates in the 
second half of the month (Oraph B). 

As the Bombay market only two days 
of the week ending April 14 to operate, the 
Calcutu centre saw the call rate jumping to 
18 per cent on April 13. The volumes were 
generally limited and the rates otherwise 
ranged between lOand 12 per cent. Towards 
tbe closing days of the week and the euiy 
part of the next week ending April 21, thi 
market faced uncertainties arising from the 
impending credit policy scheduled for April 
17. IbeRBl's firm announcement lestraintng 
bank lendings to NBFCs and grant of bridge 
loans to manufacturing firms has had a 
salutary effect in that the excessive demand 


Table 3:Daily Call Money Rate Quotations of Highs and Lows in Per Cent: 

SlMPli: STAHSTK'AL CHARACTERISTICS 



All Four 
Weeks of 
the Month 

April 1995 Week Ended 


All Five 
Weeks of 
the Month 


March 1995 Week Ended 


28 (RF) 

21 

14 (RF)# 

7 

31 (RF) 

24 

17 (RF)* 

10 

3<RF) 

Mean 

11.04 

7.00 

10.65 

12.42 

1,5.55 

13.81 

13.75 

16.35 

12.68 

15.10 

10.45 

Standard Deviation 

4.31 

2.78 

2.44 

3.26 

3 14 

4 17 

494 

1 49 

4.83 

1.41 

2.80 

Coefficient of 

39.04 

39.71 

22 91 

26.25 

20.19 

30.20 

.35.93 

9 M 


9.34 

26.79 


Vanaiion (percentage:^) 


# For week ended April 13 a.s April 14 wa.s a holiday. * For week ended March 16 as March 17 Was a holiday in Bombay. 

Table 4 Call Money Ratios 

i Per vetn tmnum) 


_ mum _MiighJ795_ 

Iteias 28(RF) 21 I4(RF)^ 7 3I(RF) 24 I7(RF) 10 3(RF) 


Weekly range 1.00 10.50 7.5-14.5 800-1800 I9.(K)-I0(K) I3(X)-I.OO 16.50-18.00 17.00-1.00 13.50-17.50 13.50-1.00 

Week end (Friday) 1.00-1.25 10.00-8.00 I8.(X)-15.(X) 11.50-I().(X) I3.(X>-I.(X) 16.00-18.00 I.CX)-l6.a0 16.00-17.50 9.00-1.00 

Weekly weighted average* 7.5.3 10.26 10.71 14 68 14.2.3 15.80 11.92 14.89 11.40 

DFHI lending rates (range) I1.00-.3.00 14.00.8.25 11..50-1U.00 17.75-10.50 I3.2.S-I8.00 15.50-17.00 I6.00-9(K) 16..50-I4.00 13.50-7.00 


* Weighted average of borrowing rate.s repotted to the RBI by selected bonks and DFHI. weights being proportional to uiikhwhs borrowed. 
Due to holidays, operaiioas cover only two days April 8 and 10. 

Table 5: Operations of National Sioc k Exchange (NSE) during April 1995 


Dcscripters _ Week Ending February. Amount in Crore of Rupees 


28_ _21_ _14^;_ _ 7 Total during the April 


Order Actual 

Order Actual 

Order Actual 

Order Actual 

Older Actual 

Traded 

Traded 

Traded 

Traded 

Traded 

Buy Sell Amount 

Buy Sell Amount 

Buy Sell Amount 

Buy Sell Afoouni 

Buy Sell Amount 


1 Treasury bills 

1) 91-day bills 















ii) 364-day bills 

8I.0() 

71.00 

70.00 

239.00 

239.00 

239.00 

11.00 

21.00 

11.00 

193.00 

20XW I83 ()0 

524.00 

534.00 

503.00 

Sub-total: Traded 
value 

81.00 

71.00 

70.00 

239.CX) 

239.00 

2.39.00 

11.00 

21.00 

11.00 

193.00 

203.00 I8.3;00 

524.00 

534.00 

503.00 

2 Dated securities 

A (301 securities 
i) Converted 220.90 

240.00 

189.00 

324.81 

331.81 

266.81 

35.00 

35.00 

35.00 

342.00 

389.00 374.00 

922.71 

995.81 

764.81 

ii) Regular 

47.57 

57,57 

47.57 

65.00 

65.00 

6S.OO 

xsoo 

35.00 

25.00 

5.00 

3S.O0 5.00 

142.57 

192.57 

142.57 

III) Zero coupon 

- 

- 

- 

5.00 

20.00 

5.00 

- 

- 

- 

- 

* - 

s.oo 

20.00 

5.00 

B State sovts slocks 

1.8.3 

3.83 

1.83 

0.42 

0.42 

0.42 

0.23 

0 23 

0.23 

2.99 

3.99 ■ 2.99 

5.47 

8.47 

5.47 

Sub-total: Traded 
value 270.30 

301.40 

238.40 

395.23 

417.23 

337.23 

60.23 

70.23 

60.23 

.349.99 

427.99 281.99 

1075,75 

1216.85 

91785 

3 PSU bonds 
i) Tax ftee 

11.53 

14.53 

11.53 

2.00 

10.00 

2.00 




5.50 

10.50 4.50 

19.03 

35,03 

18.03 

li) Taxable 

' 8.66 

33.73 

8.66 

2.86 

55.86 

1.86 

0.25 

0.25 

0.25 

5.01 

5.00 5.00 

16.78 

94.84 

15.77 

Sub-total: Traded 
value 

20.19 

48.26 

20.19 

4.86 

65.86 

3.86 

0.25 

0.25 

0.25 

10.51 

15.50 9.50 

35.81 

129.87 

33.80 

4 Commeicial papers 

3.00 

6.00 

2.00 

20.00 

22.00 

28.00 

5.00 

5.00 

5.00 

19.00 

19.00 19.00 

47.00 

52.00 

.54 00 

5 Debentures 

0.10 

0.69 

- 

- 

- 

- 

- 

0.69 


- 

- - 

0.10 

1 38 

- 

6 Ortificafes of depo.sit 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

0.00 

- 

- 

7ID-HB 

- 

6.76 

- 

0.30 

10.36 

- 

0.20 

0.20 

0.20 

- 

2.17 

0.50 

19.49 

0.20 

Grand total (volume) .374.59 

434.11 

330.59 

659.39 

754.45 

608.09 

76.68 

97.37 

76.68 

572..50 

667.66 493.49 

1683 16 

1953.59 










(117.68V 

IP 



(1S49.85>«^ 


(-) No trading ID: OMNI Bonds IB : Institutional Bonds ^ Because of four eontecudve holidays, available details relate to only April 10: fiftues 
vnthin brackets cover data for two days April 8 and 10. , 
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OitAni C: Annualisco Daily 6^Moktm Pcniwaro Pmmia in PeKCCNTAoes 
FOR THB US Dollar in ftis Domestic Inter-Bank Market 



Orapm D: Yhslo Curves for 364«Day THhasury Bilu anO 
Da FED SEcimmss - Wwohtbd Averaos for the 
Last Week Ended Afril 1%, 1995 




J 


Dated Securities (Lost maturity in 20l 1) 


—nf -* *£• 

/ 3D4>Day Treasury Bills 
/ (Last maturity in Apr 96) 


Working Days 


Pcnod to muiuriiy in ascending order 


Graph E: Yield Curves for 364*Day Thkasi ky Bili^ and GOI 
Securities- Weiohted Average for April 1995 

U A r-- 



Dalcd SeciinTics 
(^sl maiunty in 201)) 


364-Day Bills 
(Lastmaluriiy in Apr 96) 


Pcnod lo maturity in Rscending order 


Graph F: Yilld Curves for Dated GOI Securities and State 
Govt Sm'iirities - Weighted Average for April 1995 


I Central Govt Securities (Last maturity in 2011) 


2 

> 



/ State Govt Securities 
/ (Lost maturity in 2008) 


j 




flf- 


Penod to maturity in ascending order 


for bank credit was eased and the call rates 
steadily declined to a range of 8 to 10 per 
cent in the third week and further to 6 to 
6.5 per cent for most of the fourth week 
ending April 28. 

As shown in Tables 3 and 4, there has been 
a steady decline in the weekly averages of 
daily quotations of call rates; so also in the 
weekly weighted average from 14.7 per 
cent in the first week (o 7.5 per cent in the 
fourth week. Even the volatility in the 
rates, as evidenced by the coefficient of 
variation, remained moderate; a slight 
increase in the fourth week was essentially 
because of the reporting Friday lows. On 
Afiiril 28. they reached LO to 1.25 per cent 
to recover to only 8.25 to 11.75 per cent the 
next day. 


To what extent the latest nicusurc of a 
minimum lock-in period of 15 days, effective 
from April 29. for the bills rediscounting 
facilities will have its effect in narrowing 
the fluctuations in the call money rates is 
to be watched. Because of the implications 
for CRR/SLR obligations when call money 
liabilities are increased on a reporting Fnday. 
banks used to circuinvem this by using 
rediscounting facilities and den vati ve usance 
promis.sory notes tor a.s short a period as one 
day as a substitute in nomenclature for call 
money. 

Foreif^n Excltange Market 

The operations in the foreign exchange 
market during April appear^ somewhat 
detached ffom the fluctuations iis the domestic 


tall money market. First, due to a fairly 
comfortable level of foreign currency 
supplies, the spot rupee-dollar rate was 
mostly stable in the range of Rs 31.40- 
Rs 31.41, which wasalso lower than the rate 
that prevailed during March (ranging from 
Rs 31.46 to Rs 31.96 a US dollar). Secondly. 
in the initial part of the month, due to 
sustained demand from importers and, of 
course, the easiness in the call rate, the 6- 
month forward premia, gradually increased 
and touched the peak of 8.5 per cent in the 
Child week; ther^er following increased 
foreign exchange inflow out of export 
proofs, report^ inward remittances from 
the Gulf and Fils* portfolio funds, con¬ 
currently with moderate demand from 
impofiers, helped to bring down the forward 
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premia fm* the doHar m the ctomesiic market 
to ttooui 7.50 per cent (Graph C). 

Secondary Market in Government Paper 

While the secondary maricei activities in 
91 -day treasury bills continues to be meagre, 
those in 364-^y TBs have been brisk as 
ever. In April, there were transactions worth 
Rs 1145.58 crorc in the latter bills which 
compared with those in dated government 
securities worth Rs 1617.97 crorc. In .364- 
day TBs. those maturing on April 28 and 
Augu.st 18 have been the ones to be traded 
briskly at YTMs which ranged from 13.12 
to 8.17 per cent and 13.21 lo 11.76 per cent, 
respectively. 

A distinct I caturc of I he .secondary market 
operation.s in government paper during April 


was a gradual casing of selling pressure as 
banks had to backtrack on their loaning 
spree following the new credit pcriicy. As 
a result, the declining trend in securities 
prices was arrested in the last week of the 
month. For example, the 12 percent 1995, 
which was traded below par at Rs 99.65 to 
Rs 99.75 with YTMs of 12.75 to 12.53 per 
cent in the third week, was traded at Rs 1(X).I5 
(YTM; 11.63 per cent) on April 29 and at 
Rs 100.40 (YTM: 11.03 per cent) on May 
3. Active trading continues to take place in 
converted securities as many of them also 
enjoy repo lacilitics. Yet another feature of 
the secondary market trading in government 
securities has been the intra-day price 
variations in the .same scrips as recorded in 
the SGL transactions. On April 20. for 


instance, 12,75 pm* cent 1996 was recorded 
as having been traded at prices ranging 
fromRs 99.75 to Rs 100.05, with the 
correspondingly YTMs of 13.02 per cent 
and 1169 per cent, respectively. Similarly, 
12 per cent 1995 was record^ as having 
been traded at Rs 99.18 (13.80 per cent) 
and Rs 99.90 (12.21 per cent) on April 21. 
This truly reflects the inefficiency of the 
market. 

Relatively High Real Interest Rate 

The phenomenon of inverted yield curve 
for dated government securities, which was 
observed a few months ago, stands corrected 
now (Graphs D and E). This is true of even 
stale government securities where con¬ 
siderable secondary trading now takes place, 


AKM-NtHX T Afii.! Si 1 lyNDAMY MoNEY MARKET OPERATIONS: RBI's SGL Data 

(Anufunt m rupees, enure) 

Descnptions Week Ending Apnl 1995 Yield to Maturity on Actual Trading Total for the Month 

_ 28 _2J__14_ 7 _ of April 1995 

Aim YTM CY 'Ahu YTM CY Ami YTM CY Amt YTM CY Amt YTM CY 


1 Treasury Bills 

A 91-day bills 

1 ) Apr 29.1995 

1.94 

6.26 





B 164-Duy Bills 

1 ) Apr 28.1995 

6 50 

8 17 


50.00 

9.48 


ii) May 12,1995 

11.50 

10.1.3 


66.00 

10.77 


iii) Aug 18.1995 

171 50 

11.76 


319,95 

12.63 

- 

iv) Sept 01.1995 

- 

- 


10.90 

13.37 

- 

V) Ocl 1.3,1995 

. 

- 


. 

- 

- 

VI) Oct 27.1995 

5.(K) 

II 62 


. 

.. 

- 

vii) Mar 29,1996 

2(X) 

11.42 



- 

. 

viii) Apr 15,1996 

5.(K) 

II 48 



- 


Sub total (volume)* 

201.50 

11.54 


446.85 

12.02 

- 

2 GOI Dated Securities 

A Converted (Per Cent* 
1) 12.00, 1995 

Year) 

159 (X) 

12 11 

1200 

198 20 

13.06 

12.06 

ii) 12.75, 1996 

118.00 

12.57 

12 73 

161 00 

13.03 

12.78 

ill) I2.(X), 1999 

- 

- 

- 

1.00 

12.97 

12.36 

IV) 11.75, 2(K)r 

85.02 

13.00 

12.41 

17.00 

13.10 

12.47 

V) 12.50.2004 

50.00 

l.3.(X) 

12.83 

9.59 

13.32 

13.05 

Sub'iotal (volume) 

412,02 

12.53 

12.40 

386.79 

13.05 

12.40 

B Regular (Per Cent. Year) 
i) 10.50, 1996 


. 

5.00 

12.19 

10.68 

li) 10.75. 1996 

55.(X) 

12.89 

11.06 

35.00 

13.18 

11.11 

lii) 13(K). 1998 

4.90 

12.69 

12,90 

- 

- 

- 

IV) M.12. 1999 

4 IK) 

12.91 

13.04 

- 

- 

- 

V) 11.64, 2(KK) 

- 

- 

- 

20.00 

13.22 

12.37 

VI) 11 50. 2011 

10.00 

13.00 

12.79 

- 

- 

- 

Sub-total (volumcl 

73.90 

12.89 

11.53 

60.00 

13.11 

JI.49 

(A+B)* 

485,92 

12.59 

12.26 

446.79 

1.3.06 

12.28 

C Zero coupon (Per Cent: Year) 
i) 0.00, 1999 5.00 

13.25 

11.09 

5.CX) 

13.24 

11.10 

D RBI's Open Market 
Operations 

lUO.O 

13.07 

12.41 



_ 

(A+B+C+D> 

590.92 

12.67 

12.28 

451.79 

13.06 

12.27 

3REP09 

i)9l-dayTbill 

15.00 






ii) 364Hiay T bill 

37,00 

- 

- 

88.00 

- 

- 

iii) Govt secunties (Per Cent: Year) 

12.00. 1995 5.00 


149.00 



12.75,1996 

12.(X). 

- 

- 

71.00 

- 

- 

12.00. 1999 

5.00 

- 

- 

- 

- 

- 

12.50, nm 

150.00 

- 

. 

258.00 

- 

- 

Zero coupon 2000 
Sub-iotal( volume) 

224.00 

. 


45 

611.00 



^ Excluding RBfs 14-day lepos 

4 State Govt Securities (f^r Cent: Year) 
Suh-toiaHvoluiiic) 0.80 11.60 

11.71 

0.72 

iG.;i3 

10.40 

Grand lotal(voluine) 

1019.16 



1510.36 




- 

- 

- 


- 

- 

1.94 

6.26 


10.00 

13.61 


38.00 

13.12 

_ 

104.50 

11.12 


- 

- 


8.(X) 

13.55. 


85.50 

10.94 


26.90 

13.23 


383.(X) 

13.21 


901.35 

12.73 


0.40 

13.05 


25.93 

13.28 


37.23 

I3..30 


5.00 

1.3.21 


- 

- 


S.OO 

13.21 


- 

- 


- 



5.00 

11.62 


- 

- 


- 

- 


2.00 

11.42 


- 

- 


- 

. 


5.00 

11.48 


42.30 

13.32 


454.93 

13.21 


1145.58 

12.46 





85 00 

11.73 

11.99 

442.20 

12.46 

12.02 

155.00 

13.06 

12.44 

235.26 

12.55 

12.73 

669.26 

12.79 

12.68 

- 

- 

- 

- 

- 


1.00 

12,97 

12.36 

r 

- 

- 

10.00 

13.25 

I2..55 

112.02 

13.04 

12.43 

- 

- 

- 

- 

- 


.59.59 

13.05 

12.87 

1.55.00 

13.06 

12.44 

330.26 

12.36 

12.53 

1284.07 

12.71 

12.44 

. 






5.00 

12.19 

10.68 

90.00 

1.3.38 

11.15 

- 



180.00 

13.19 

11.11 

- 

- 

- 

- 



4.90 

12.69 

12.90 

- 

- 

- 

- 



4.00 

12.91 

13.04 

- 

- 

- 

- 



20.00 

13.22 

12.37 

- 

- 

- 

- 



10.00 

13.00 

12.79 

90.00 

1338 

11.15 

- 

- 


223.90 

13.15 

1L36 

245.00 

13.18 

II 97 

330.26 

12.36 

12.53 

1507.97 

12.77 

12.28 

- 

- 

- 

- 

- 

• 

10.00 

13.25 

11.09 

245.00 

13.18 

11.97 

330.26 

12.36 

12.53 

1617.97 

12.80 

12.28 


_ 





15.00 



- 

- 

- 

337.00 

- 

- 

462.00 

* 

- 




10.00 



164.00 



- 


- 

- 

- 

- 

83.00 

- 

- 

. 

. 

- 

- 

- 

- 

5.00 

- 

- 

- 

• 

- 

908.00 

- 

- 

1316.00 

‘ 

- 

- 

- 

- 

I255i)0 

- 

- 

2090.00 

- 

- 

0.75 

12.13 

12.25 

8.09 

I2..30 

12.52 

10.36 

12.08 

12-29 

286.05. 


2048.28 



4865.85 

- 

- 


(-) means no trading YTM s Yield to maturity in per cent per inniiro CY = Ciinent yield in per cent per annum * Yield rates of these sub-groups 
of TBS and dated securities have been used for the graphs. 

Niue,v. (I) Yields are weighted yields, weighted by the amounts of each transaction. 

(2) Cui^nt yield has not been worked out for utsosury bilij. 


Economic and Weddy May 20. 199S 


1149 







CtaumO; YTM on D^tbd SocuArnoi CiASsiMeo into Uouftorry Pumiiumi. ExraaBo 

iNnJ^tlON ItATV AND ROAL tflTBIIfiST RaTE (WBIOHTBD AvBRAOE 
Rate in Fa C^nt Pa Annum; Aail 1995) 



albeit in small amounts (Appendix Tabic 
and Graph P). 

The yield curve for 364-day treasury bills 
observes an upward trend in each week with 
the lengthening maturity, suggesting 
generally a normal behaviour (Graph D). 

If the yield curve for dated government 
securities is plotted the way it is done in 
Graph G, with yields being classified into 
liquidity piemium. expect^ inflation rate 
(derived at 9.5 per cent for the period through 
April 1995 using the adaptive expectations 
method) and the real interest rate, the real 
rate of interest works out to about 2.6 percen¬ 
tage points which is truly high for a sovereign 
debt instrument. There is scope for 
modulating the yield rates in such a way that 
they come down to levels at which the real 
rate of interest on this riskless sovereign debt 
- and that too with minimal transaction costs 
for the subscribing banks and institutions - 
is set at around one percentage point. 

New Issues of PSU Bonds and Other 

Insthmtents 

With (he emergence of tightness in bank 
credit availability, PSUs have been finding 
it difficult to raise funds through the bonds 
market. Since the beginning of March, there 
have been only three issues of H UDCO, IPC 
and the Saidar Sarovar Nigam (SSNL) and 
all of them have been hard put to raise the 
lequiiad amounts. Of these, the first one has 


been a tax-free bond, with central government 
guarantee, the second for Rs 2()b crore and 
the third forks 300 crore have been privately 
placed. The IFC bond offered an interest rate 
of 13.5 per cent with an adlditional front-end 
fee, which took the yield t o 14 per cent. The 
SSNL bond worth Rs 300crore with a seven- 
year maturity offering a c oupon rate of 15.5 
per cent payable semi-antnually. Its success 
was to an extent ensured l3ecause of various 
pressures and because the issue was already 
placed with banks. co-opc;ratives, provident 
funds, trusts and mutual funds. 

, While PSUs have faired difficulties in 
raising bond capital, the new credit policy 
has .stimulated some additional activities in 
the market for commercial paper (CP) and 
also inter-corporate deposits (ICD). As a 
result of an improvement in short-term 
liquidity, reduced call money rates, and the 
stiffening of the bank loan nues. banks seem 
to have taken a renewed interest in 
subscribing to CPs. About 10 issues of CP 
have been reported in the second half of 
April with interest rates ranging from 15.5 
to 16 per cent which is in fact the revised 
prime rates of banks and finan cial institutions. 

Inter^Corporate Deposits 

Interesting developments were noticed in 
the inter-corporate deposit .market during 
April. These were; initiationi of credit rating 
for coiporates for inter-oorpofate borrowings 


by the iCICI^SecuritiA (l-See), entry of 
syndication tti the fCD nuurket and delays 
by companies in repayment of CPs a^ 
ICDs. llie inter-corporate deposits market 
has of late been diversifying into vari^ted 
purposes. Prom the traititional function of 
bridging the shoit-term funding of corporate 
finance, the ICDs have been deployed a a , 
source of investment in primary capital 
markets not only in third company issues 
(Lupin) but also for subscribing to one's 
own public issues; it hA also become a 
source of large investment in real estate 
(Videocon). 

In order to create a healfhy market in 
ICDs, l-Sec, the securities arm of ICICI, 
announced that it will rate companies for the 
ICDs market. Rating hopefully will lead to 
developing healthy and transparent practices 
in this market. In another development, the 
credit policy measure of ban on bridge loans 
against public issues hA tended to increase 
the demand for ICDs whose reported rates 
of interest have shot up from 14.5-19.5 per 
cent to 15-20.5 per cent. While the higher 
demand will put pressure on the rates in this 
source of funds, the tight money condition 
has also led to another interesting 
development. As no .single lender is able to 
give large amounts of funds, finance com¬ 
panies have started arranging for syndication 
at rates ranging from 18 to 30 per cent 
depending on the borrowers’ credit risk. 

Secondary Transactions 

The secondary market trading in CP wa 
very limited as reflected in the NSE screen 
of Rs 90 crore in the first week, Rs 5 crore 
in second, Rs 28 crore in third and Rs 2 crore 
in the fourth week of the month (Table 5). 
The month also witnes.sed a disturbing 
phenomenon, for the first lime in the CP 
market, of delays in the .settlement of matured 
CPs. thereby creating a sen.se of uncertainty 
on the credit ratingof such companies. Some 
of the big companies which reportedly 
defaulted on timely payments were Essar. 
Videocon, Lupin and Kesoram. When Lupin 
defaulted with Dena Bank, it had to pay a 
penal interest rate of over 21 per cent. Delayed 
payments of matured ICDs is another 
phenomenon afflicting this segment of the 
money market. Recently, u reportedly 
habitual defaulicr, Shaw Wallace, ^faulted 
once again to honour its ICD. On the top 
of that, the company’s latest PCDs have got 
good rating CA’ category) by CRISIL on 
the ground that rating for PCDs was of 
longer maturity and defaults in the ICD 
market by Shaw Wallace must not be linked 
to this; this is indeed queer logic and it tends 
to question the validity of the whole 
instrumentality of rating; ratings of company 
debt instruments cannot be such a truncated 
and narrowly conceived phenomenon. 

Simultaneously, selling pressure ofi PSU 
bonds has increased over the weeks of April; 
so were the actual traded amounts, ranging 
from Rs I crore to Rs IQ crore in the fini 
three weeks to R^ 20 crore in the last week 
of the month (Table 5). 

(V P Frasanth undertook the statistical 
computatiolis for this paper.] 
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Oirar^Sharirf 

Victory for Hardliners on Both Sides 

Gautam Navlakha 


The government's version of the burning of Chrar-e-Sharief and the 
events leading up to it are full of holes, but more important is it that 
the destruction of the shrine has dealt a blow to the efforts of Kashmiri 
leaders such as Shabir Shah and Yasin Malik who have been working 
courageously to bring the gun under political control in Kashmir. 


THE burning down of the shrine of Sheikh 
Noor-ud-din Noorani, regarded as the patron 
saint of all Kashmiris, in the early hours of 
May 11 confirms the worst fears about the 
evil consequences of a military response to 
the democratic aspirations of a people. Just 
as Operation Blucstar took place on Guru 
Aijun Dev's anniversary, Id-ul-Zoha became 
the day for the burning of Chrar-c-Shanef. 
On May 8, two days before the shrine was 
destroyed, about a thousand buildings 
around the shrine were burnt to cinders. 
Since journalists and other observers have 
not been allowed anywhere close to the 
shnne after March, there is no independent 
confirmation of the death toll or even about 
the allegation that the militants had planted 
cxplo.sives in and near the shrine. The fact 
that Kashmiri leaders such as Yasin Malik 
of the JKLF and Shabir Shah and Abdul 
Ghani Lone of the Huriiyat Conference 
were stop|x;d and arrested and journalists 
disallowed from visiting the shrine to see 
the damage cau.sed by the fire on May 8 
strengthened the apprehension that security 
forces were anticipating if not preparing the 
ground lor some action. 

As expected, the government, after initial 
fumbling about the sequence of events 
leading up to shrine* s destruction, has blamed 
*Pukistan<irained mercenaries*. The minister 
of state for internal security, Rajesh Pilot, 
upped the ante by warning Pakistan that ''we 
shall have no option but to accomplish the 
unfinished task** - threatening to declare 
war, in other words. This sabre-rattling 
appears to be an attempt at deflecting public 
attention by building up anti-Pakistan 
hysteria. Official statements, accepted 
unquestioningly by the media and political 
commentators, arc full of holes. Officials 
claim that the army did not move towards 
' the shrine or return fire until after the mi litants 
had burned down the shrine. They add that 
no more than 10 militants were killed in the 
*'gun battle when troops foiled the 
mercenaries' bid to escape". Officials argue 
that the militants and 'their masters’ wanted 
to upset the speedy improvement in the 
situation in Kashmir, especially the govern- 
menf s etlorts to reintroduce democratic 
processes through elections. However, 
police sources have staled (The Tribune, 
May 12) that the army had come under 


heavy fire by 11 30 p m on May 10 and 
major exchange of fire had taken place 
between the two sides when "the soldiers 
had started moving forward to prevent 
foreign mercenaries from blowing up the 
shrine". Thi.^ lends some credence to the 
militants* claim that the army had advan¬ 
ced towards the shrine and fired mortar 
shells and that 32 militants in all had been 
killed. 

The other claim ol the officials - that 
militants had burned the 1.000 buildings on 
May 8 to intimidate the local population - 
is even more incredible. It makes no sense 
for the militants toclearthe area surrounding 
the shrine when they were running out of 
ammunition. The buildings ob.structed the 
armed forces and to that extent protected the 
militants. The militants would certainly not 
have wanted to give the army a clear range 
and offer themselves as sitting ducks. Indeed 
the May 8 arson, according to residents of 
Chrar-c-Sharief (The Hindustan Times, 
May 9) was cau.scd by the army firing 
mortars. The fact that the fire brigade could 
enter the area and douse the fire close to 
the shrine also rai.ses doubts about allega¬ 
tions that the militants had planted land 
mines, explosives, etc. Let us also remember 
that in the early days when journalists still 
had access to the area no such allegations 
had been levelled. These charges began to 
be made only after the authorities clamped 
down on the journalists' access to Chrar-e- 
Sharief. 

Whether the May 8 fire which cleared the 
shnne of the surrounding 'ob.structions* was 
intentional or not, the fact remains that for 
the first time Indian security forces had the 
shrine within the unobstructed range of their 
firearms. The 50-60 militani.s inside the shnne 
did not pose much of a problem for the 
Indian administration and there was no 
pressing need to engage in retaliatory strikes, 
especially if it were true, as the government 
claims, that the militants had laid explosives 
in the shrine. In any case, it was common 
knowledge that any direct hit on the shrine 
by the security forces, even minus explosi ves, 
carried the risk of the more than 500-years- 
old wooden shnne catching fire. Therefore, 
the decision to attack or even retaliate must 
have been cleared by the highest govern¬ 
ment authority. 
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oourageoMsIy to bring the gun tti^pcilitical 
control/ It IS a double del^ for them 
becauiic for Che first lime in years they 
had begun to reach out to the l^ian public. 
The desiniciion of the shrine fa n victory for 
hardliners on both sides. 

The prime minister has nilcdoui a judicial 
inquiry into the destruction of Chrar-C' 
Sharief on the ground that it ms an ''opera¬ 
tional matter** and these are *^vcr made the 
subject of judicial inquiries**. This was hardly 
surprising, though the government has 
imisted that the blame for homing of Chrar 
town and the shrine lay witli the Pakistan- 
hacked mercenaries and that the government 
had irrefutable evidence to that elfcct. Once 
again, thca* was no proteitt m parliament 
over the rejection of the demand for an 
independent probe. The MPs only chastised 
the government for failing to foil the 
alleged conspiracy of the Pakistan-hacked 
mercenaries to destroy the shrine. The 22- 
member all-party dek^iqn of MPs which 
visited Chrar and wa.s confronted by the 
vicrims of the fire who shouted slogans 
against the Indian army whom they blamed 
for burning the shrine, hod nothing to say 
to assuage the people's sense of hurt. Indeed 
a few days earlier CPI leader Indaijit Gupta 
had deprecated reports in a section of the 
press that, according to him. 'maligned* the 
army by blaming it for destruction of the 
shrine. He advised the press to exercise 
'restraint* in such matters. 

OnMarchSI some ZSjnumalists had been 
attacked and beaten up by the CRPF in 
Jammu when the Jammu Press Association 
took out a peaceful procession from 
Residency Road to the state secretariat to 
protest against interference by police and 
security forces in the day-to-day functioning 
of newspemons. Neidwr the Press Council 
nor the liters* Guild was moved to protest 
against the attack. Two weeks before this 
incident, on March 1 71 restrictions had been 
placed on the'entry of journalists and 
'outsiders* into Chrar. This was done after 
the army moved in and took positions 
around Chrar-c-SKarief. Between then and 
the May 8 arson which destroyed a large 
number of buildings around the shrine, the 
Indian media did not once protest against 
the restrictions placed on the press in 
Kashmir. 

Throughout the period of the siege of 
Chrar-e-Shariel, Bjp MPs routinely 
accused the government of adopting a soft 
policy vis-a-vis the 'mercenaries*. On 
March 20 the BJP said that concern for the 
safely of the shrine should not he mode an 
excu.se for inaction. They demanded that 
.secunly forces be given a free hand deal 
with the militants. 

DiacnePANCiBS in Omc'iAL Claims 

As early as on February 24 the army chief 
had told the press at Pune that "nearly 100 
militants** had jaken shelter in Chrar-e- 
Sliarief. Rut ha* hastened to add that the 
number of mililanis was no more than a 


guess. On March 11 general J S Dhillon 
told reporters in Srinagarthat "for the capture 
of 30 111 40 militants there in the town we 
cannot ri.sk the life and property ol people**. 
This was later confirmed after the burning 
of the shrine by the IcK^al commander at 
Chrar-e-Sharief. brigadier Mohindcr Singh, 
who told BBC on March 12 that there were 
no more than 35 militanLs in Chrar-e-Sharief. 
Yet oificials and the media have quoted 
fanciful figures of anywhere between 100 
and SOO militants holed up in Chrar-c- 
Sharief. When no more than 32 are said to 
have been killed by the security forces, no 
one seems to know what has happened to 
the rest of the militants. Of the 14 bodies 
shown to the press, five turned out to he 
those of local residents, even though the 
army commander had claimed that there had 
been no civilian casualties i/iitsincxs 
Statulard, May 13). 

Even on the presence of foreign militants 
in Chrar, there have been discrepancies in 
official statements. The army commander in 
Chrar has said that these were from Pakistan- 
held Kashmir and Pakistan and that there 
were none from Afghanistan [The Times of 
India, May 13). The same day the union 
home ministry stated that "there were m all 
seven confirmed foreign mercenaries... 
Mast Gul... IS an Afghan national...another 
was a Sudanc.<te mercenar>'** (Asian Age, 
May 13). 

General J S Dhillon, corps commander, 
told correspondents on May 12. "we had 
envisaged that after the winter the militants 
would come out of the shrine. When at the 
end of March wc found no sign of their 
coming out. troops were called to patrol the 
outskirts of the town". He also claimed (hat 
(he army neither laid siege to (he town nor 
moved into the town until May 11 morning 
after the shrine was burnt down (The 
Tribune, May 13). But this is contradicted 
bytithcr reports. The army had moved in 
and taken positions around Chrar by March 
8 and from then on there were reports of 
regular exchange of fire. This would suggest 
a decision to engage the militants in 
intermiuent gun battle to test their resolve 
and make whatever advance was possible to 
gain advantage. There had hccu heavy 
exchange of fire between the two sides 
between March 23 and 28 which hod caased 
panic among the people (Aston Age, 
March 30). This situation continued until 
April 22 wlicn, according to (he police, the 
unny succeeded in taking up positions on 
two hills. Naful Teng and Dekhin Bal, inside 
Chrar (own. This brought them within 800 
.metres ol the shnne. On April 23 a police 
constable wa.s killed when the army opened 
lire on a police bus coming from Chrar 
(The Times of India, April 25). On April 26 
an army spokesperson claimed (hat Mast 
Gul had told the local SHO that he would 
blow up the shrine. The SP ol Badgam 
protested against the army claim and 
expressed the fear that such claims 
could result in the SHO being killed. On 
April 27 BhuvaneshChaturvedi. minister of 


state in the PMO. ina written 
K L Sharma said that tfef^tvernmt^t vibilid 
consider Hushing out fnilitants and foreign 
mercenaries holed up inside Chntr-c-Sharic( 
and conlirmed that there had been intermii * 
tent exchange of fire between the two skies. 
The UN Human Rights Commissioner 
lamented after the destruction of the .shrine 
that the government had failed to protect the 
shrine despite the a.ssurancc given to him. 
What all this suggests i.s (hat the army had 
heenfircparingforaction. 'fheprime minister 
said on May 12 that the stole administration 
.ind the security forces on the spin nod been 
"given full nuthoniy" to deal with the 
situation in Chrar-c-Shanci. 

Fire bngade personnel have accused (he 
army of having ordered them to remain 
inside throughout the night of May 10-11. 
warning them of dire ccmscqucnces were 
they to attempt to douse the fire. Earlier, 
on May K. fire iciKicrs had been allowed to 
pul out only fires close to the .shrine. Tlie 
police say that there was heavy firing by 
11-11.30 p m on May 10 when the army 
began moving towards the shrine. A report 
by the correspondent of The Tribune 
(May 12) cites IcKal police as saying that 
by I l.30p m on May 10 "a major exchange 
ol' fire took place between the militants and 
the tnxips. After three hours of crossfire... 
in which UMGs and LMGs were also used, 
the shrine of the Sufi saint wils seen in 
names". Former governor Gtrish Saxenn 
made an oblique criticism of (he army's 
moves in a recent interview; ''As it is 25 ()dd 
militants are killed every week, and more 
than that number are captured. There is. 
thcrclorc, no great advantage in killing a 
dozen or two dozen ultras in u place ol 
worship. The administration generally 
avoids a showdown at a shrine or any 
other densely populated place where it could 
be placed at a disadvantage politically or 
psychologically" (The Hindustan Tones, 
May 21). 

The initial efforts to shift the blame on 
to Pakistan and (he bombast of government 
spokespersons warning Paki.sian and even 
threatening war have come to nought. That 
the government has not been able to provide 
any evidence of Pakistan's role in the 
destruction of the shnne and that it has not 
lodged a formal protest with the Pakistan 
government through diplomatic channels 
makes it clear that its extra vagent accu.sations 
were meant for domestic consumption. To 
di ven attention once again the prime minister 
has been harping on the government* s resolve 
to hold elections in Kashmir. He also said 
in parliament on May 16 that the govemment 
would "consider" anything .short of "azadi" 
within (he framework of the Constitution in 
Ka-shmir. The BJP promptly warned that 
"conferring autonomy on the state would 
give a fillip to fissi|MUt>us and cmiribigal 
forces all over the country". 

This shadow-boxing between the Con¬ 
gress and the BJP will continue to invert 
attention from the real issues and tasks in 
Kashmir. 
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Ibdiaii Law (uri file *Eiinm 


The Pca^er Pwchase Agreement (PPA) between the D<Ahol Power ^ 
Company and the Maharashtra Electricity Board raises two important 
issues in law. First, the stipulation in the PPA for settlement {^disputes 
by arbitration in UK is legally uraeruible. Second, the PPA violates thex 
taw of the Indian Constitution on public utilities. 


THE Power Purchase Agreement signed by 
the Dabhol Power Com^goy (DPC) with the 
MaharashtraState Electricity Board (MSEB) 
raises two important issues in law. Pirst« 
since the PPA stipulates that any dispute 
must be settled by arbitration in the UK, the 
question arises as to whether a foreign 
arbitration is appropriate in this dispute; and 
whether MSEB may subject itself to a foreign 
jurisdicton. And, secondly, it may violate 
the law of the Indian Constitution on public 
utilities. 

Arbitration 

Clause 20.3 of the PPA says: “Where any 
dispute is not resolved as provided for in 
Clause 20.2, then the following provisions 
shall apply: 

(a) The dispute shall be submitted to 
arbitration at the request of either party upon 
written notice to that effect to the other party 
(a ‘Notice of Reference*) in accordance with 
the provisions of the UNCITR AL Rules for 
International Arbitration in force at the date 
of this agreement. Any arbitration pursuant 
to this clause shall be an international 
arbitration conducted under the New York 
Convention of 1958 and shall not be deemed 
to be a domestic arbitration under the la^s 
of India or any other country. 

(b) The place of arbitration shall be 
London... 

(d) (ii) in the event that the parties are 
unable to agree as aforesaid upon an 
appointing authority, the arbitrator(s) shall 
be appointed on the application of either 
party by the president from time to time of 
the Electrici^ Supply Industry Arbitration 
Association of ^gland and Wales (the 
‘president’) the decision of whom as to the 
identity of the arbitratoits) shall be final.” 

Now this agreement was made by MSEB 
with Dabhol Power Company - which 
contrary to popular impression is nota foieign 
company, but registered in India - and 
ther^ore an Indian juridical person. So here 
we have the unusual situation of two Indian 
companies both resident and dondciled 
and carrying on business in India -choosing 
a foreign jurisdiction to settle their dispute. 

Under private intematiohal law the 
entire question of the choice of law arises 
when - betWeentwopaitiesofdilfeiefajur^ 
dictions-die convenient and appropriate 
forum needs to be decided. The question 


then arises, to which jurisdiction the two 
parties are most closely connected. In that 
case the forum can then be that of either 
party or a third, and neutral, forum. 

Disputes about the choice of forum have 
always arisen when parties have belonged 
to two different jurisdictions, not the same. 
But the intention of the law is implicit in 
Supreme Court judgments such as British 
fndia Steam Navigation Co Ltd v 
ShanmughavUas Cashew Industries, 
written by justice K N Saikia in 1990, 
which quotes Westlake's Treatise on Private 
International Law: 

‘The principal grounds for selecting a 
particular national jurisdiction in which to 
bring an action are that the subject of the 
action, if a thing, is situate, if a contract, was 
made or was to be performed, if a delict, was 
committed, within the territory: hence the 
forum situs, or rei sitae, contractus, delicti, 
the two latter of which are classed together 
as the forum speciale oUigathms. Or that 
the jurisdiction is that in which all the claims 
relating to a certain thing or group of things 
ought to be adjudicated on together, the 
forum concursus; or that to which the defen¬ 
dant is personally subject, the forum rei.*' 

But this choice is not available to two 
domestic parties who attempt a foreign forum 
to resolve their dispute. The UNCITRAL 
Rules of Arbitration exist for the puipose 
of resolving disputes between persons of 
two different jurisdictions. An arbitration 
couldtake place under UNCITRAL between 
Enron and MSEB. But there is in fact no 
agreement between them. 

The arbitration of an agreemenb between 
DPC and MSEB under Indian law can only 
take place in India. The entire PPA is 
consequently affected by this infirmity. 

Moreover, the balance of convemence 
may demand an Indian forum. The artn- 
trators cannot compel witnesses to appear 
in London. Nor can they compel production 
of all' relevant documents. In order to take 
evicfence from overseas, the mbitrators can 
appoint a commission. On die other hand, 
such a commission will have very limited 
powers and can do po more than passively 
take evidence. Should, the award not be 
given on time, would it stil] be valid? 
Would an extension of time be valid? What 
if it becomes necessary to remove the 
arbitrator? 


Mow the argument has been made chai 
OPC is Indian only in a nominal sense since 
it is an unlimited liability company wholly 
composed of the holdings of mree foreign 
companies. So. runs DPC’i argument, it is 
in some sense a foreign company and even 
assuming that one Iqdian party cannot 
litigate apinst anochet abroad, does 
not fall within the ambiijof this proscription. 

But even should we |>teree the corporate 
veil we shall arrive at po more assets than 
of those shell Mauritiis firms. Unlimited 
liability exists hereonl} to be taxed in India 
, as an Indian company |(and not as a mere 
branch of a multinationsh in India). So clearly 
DPC is an Indian juridical person. And DPC 
and MSEB’s clandestine attempt to oust 
Indian jurisdiction could be held illegal. 

The government of Maharashtra has 
waived its sovereign immunity. Now the 
limicacions to immunity m wdl recognised - 
for instance, in the casepf ships and aircraft, 
travelling over the world, carrying on 
business or trade all ov^ the world. By this, 
the sovereign has necessarily enter^ the 
market place and submitted itself to a forei^ 
jurisdiction. This is not the case here. Here 
we have the anomaly of a sovereign waiving 
its immunity to permit, itself to be sued by 
one of its own subjects in a foreign forum. 

Moreover, the govemnient of Maharashtra 
has guaranteed MSEB's payments. And the 
Indian government has counter-guaranteed 
Maharashtra’s guarantee - a straight line 
nms from the electricity board’s office to 
the president of India. 

Against that, DPC is owned by three shell 
firms located in offshore tax havens - Enron 
Mauritius, Enterprises Mauritius (promoted 
by Bechtel Enterprises Inc) and GE 
Mauritius. They are insulated by multiple 
screens from Enron and its US co-promoters. 
Although DPC is an unlimited liability 
company, this will not devovie on the US 
parent. 

Evidently, the two parties are dissimilarly 
situated. On one side, any assets of the 
Indian state itueroationally available are at 
risk -such as, say, its embassy in Washington. 
The government could have violated its 
responsibilities in trust by exposing its 
citizens’ interests to disproportionate risk. 

ELBcnucmr under Indian Law 

Now the agreement says that the assets of 
the Dabhol Power Omipany cannot be 
acquired compulsorily. They can only be 
purchased if DPC will sell them, and only 
at ‘fair market value’. Few imeniational 
investors may see anything objectionable in 
that requirement. 

Yet - as Sunip Sen, advocate, Bombay 
High Court, points out, it goes against the 
law of die land as laid do wii by the Supreme 
Court. So Indian couru may intervene and 
strike down such an agreement as abm vim 
the Constitution of India. 
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In important judgments in recent years, 
the Supreme Court of India, construing the 
Directive Principles of State Policy, has 
laid down that electricity constitutes a 
‘^material resource ot the Indian people’* 
which can override a private right to 
ownership of the means of generation and 
distribution and limit profits so enjoyed. 
And when such assets are acquired under 
the statutory provisions of the Electricity 
Acts of 1910 and 1948 this could be at 
book value - not market value. 

These principles were explicitly stated in 
1990 by a Bench headed by chief justice 
R S Pathak which decided Tinsuib/MaE/ec/ric 
Supply Co Ltd V State of Assam, and 
Maharashtra State Electricity Board v 
Thane Electric Supply Board. TTiis is what 
justice Venkatachaliah who delivered both 
judgments said in the latter: 

’The terms on which a franchise is 
created and conferred are amenable to 
unilateral alteration to the disadvantage of 
the licensee include the term pertaining to 
the quantification of the price payable for 
the take over ...The idea of ’market value* 
was done away with and was substituted 
by the concept of an ’Amount’ which was 
to be limited to the ’depreciated book value’. 
There can be no dispute that electricity 
supplied by even a private enterprise will 
amount to ^material resources of the 
community...” 

Sen argues that DPC’s substitution of this 
scheme of compensation with a private 
treaty would seem a violation of those 
statutes as interpreted by the Supreme Court. 
In the Indian Constitution’s scheme of 
government, the Directive Principles - for 
the most part general exhortations con¬ 
cerning public welfare - arc meant to inform 
all .state action. Now, the court cannot give 
a mandamus saying implement this or 
that Principle. But it can intervene and 
restrain gro.ss abu.se. While it may not 
demand nationalisation with nominal 
compensation, Sen maintains it can restrain 
the opposite - especially when it amounts 
to preferential treatment in relation to other 
investors. 

So it is questionable whether the ’material 
resources of the nation’ as declared by the 
Supreme Court can be awardedforeign 
investors for very substantial profit - when 
Indian firms have been taken over at a 
nominal price.So recent amendments to the 
Electricity Acts, made in hasteonly to assure 
the returns of a handful of investors, may 
on this ground be struck down. And, 
secondly, whether the state can create a 
situation when the acquisition of the assets 
of international investors in electricity 
generation would, if taken over, have to be 
compensated at market not book value, in 
direct contravention of the Supreme Court 
judgment. 

It may not be enough for the government 
to say that in 1990 it believed electricity to 


be a public good; but by 1991 decided that 
it should be private. The government will 
have to amend the Constitution if it wishes 
to secure this result. 

And what would be the cost of cancel¬ 
lation? Two months ago, Enron issued a 
statement that should the government seek 
cancellation, it would cost it $ 100 million. 
Last week, a company official said in the 
press that this could amount to $ 200* 


THE post-colonial society in Assam has 
been experiencing very significant social 
transformation. Apodictically, the society in 
Assam has transformed very distinctly into 
a notoriously violent .society without any 
tangible sign of abnegation. Violence has 
been an inseparable part of Assam’s social 
and political development since inde¬ 
pendence. Apart from communal violence 
in the wake of India’s partition, particularly 
in districts of lower Assam, society again 
experienced violence during the two 
important movements based on the linguistic- 
cultural identity of the Assamiyas in 1960 
and 1972. Further, since the A ASIJ agitation 
in the early 1980s, A.ssam has been churned 
in the cauldron of communal, ethnic and 
state violence. The situation has worsened 
due to the violence perpetrated by various 
insurgent outfits fighting for secession from 
the Indian union without any tangible 
mandate from the people whom they claim 
to represent. Besides, the state has 
successfully shifted its burden of the 
insurgents to the civil society however after 
lumpenising them thoroughly. The ‘sur¬ 
rendered’ elements of the United Liberation 
Front of Assam (ULFA) now known as the 
SULFA, too have been indulging in violence, 
except of course, without challenging the 
state authority. Significantly, violence has 
been institutionalised parallel to the state. 
Obviously, therefore, the state violence too 
has multiplied simultaneously. In the process, 
severe strain has been exercised on human 
and democratic foundations of contemporary 
Assamese society. 

In July 1994, the northern parts of the 
Barpeta district in lower Assam witncs.scd 
a series of massacres of the Musiim peasants 
of East Bengal origin, and now largely 
Assamised by Bodo militants. It is estimated 
that about 1,000 people, mostly women and 
children, were killed, thousand injured and 
about 60 villages burnt down to ashes. A 
few weeks prior to the Barpeta massacre, the 


million. Now under Section 74 of ttieliuli4n 
Contracts Act, payments in the event of a 
breach must be ’’reasonable compensation**. 
But the principle is well accepted in 
common law. There cannot really be penalty 
clauses. Such an agreement would be void 
in terrortm - for attempting to intimidate 
and terrorise a contracting party. 

DPC can lawfully only obtain the actual 
costs incurred should the PPA be cancelled. 


Bodo militants organised systematic 
mas.sacre of Muslim peasants in Kokrajhar 
and Bongaigaon districts. The massacres of 
Kokrajhar and Bongaigaon failed to 
adequately alert the state and thcci vil society. 
By and large, both these massacres remain^ 
inconspicuous. However, the Barpeta 
massacre gained limelight mainly because 
the militants not only killed the innocents 
in iheir homes, fields, forests and villages, 
they did not .spare even those who look 
shelter at the Banhbari relic! camp run by 
the state. They were gunned down in the 
midnight by militants with sophisticated arms 
and ammunition. The Bunhban camp became 
one of lho.se rare relict camps wherein the 
unarmed inmates were killed mercilessly. 
Obviously, the state failed to protect the very 
fundamental human right to live. Even people 
in a relief camp opened by the state had no 
protection, not to talk of inaccessible scattered 
vi I lages. I ronically, these trau matised people 
were assured of all kinds of protection by 
the head of the state government on the very 
day of the ma.ssacre. 

The Massa(‘re 

Since all the victims were Muslims the 
massacre was labelled as communal, as if 
whenever victims are'Muslims, it is to be 
characterised so. Though communalism 
played a role, it would be erroneous to 
characterise the Barpeta massacre as simply 
communal one. Here, it is imperative to 
understand how emerging ethnic movements 
have politicised Assamese society, and what 
the state re.sponse has been to these ethnic 
movements and the victimised religious 
minority. 

In India, political violence has both general 
and specific characteristics. The Barpeta 
massacre, too, is no exception. The general 
character of the massacre is that the victims 
were innocent people who had been 
struggling hard for survival like most other 
victims of politically-oriented violence 


Ethnicity, Communalism and State 

Barpeta Massacre 

Monirul Hussain 

Internal power struggles goaded the Bodo movement into acts of ethnic 
chauvinism, culminating in the massacre of Muslims in Barpeta. 
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porpetralpd in Iheninie bfca^ 
in bidijt Ano^ jen^ is the 

successbf fTOVoca^ patroiis of the 

massacte In evading^ legal action for the" 
heinous crime they committed against 
humanity. Eesides, the role of the state is 
in doubt. Some kith and kins of the victims 
leceived relief from the state, some did not. 
Moreover, the actual number of the deaths 
is yet to be ascertained. As yet no judicial 
inquiry has been ordered despite a demand 
for it. f 

The immediate cause of the violence was 
the disappearance for several daysof aperson 
known to be close to a minister belonging 
to the religious minority. In their search the 
police raided several Bodo villages and 
rounded-up few persons. This act enraged 
the villagers. In retaliation, the Bodo militants 
killed several police personnels in a road 
mineblast. Further sharpening ofthe conflict 
led ultimately to the attack of the Bodo 
militants on neighbouring Muslim villages 
and massacre of innocent villagers. Plunder 
followed the killings. Virtually entire 
northern part of Barpeta district was placed 
under curfew for several days. Yet, given 
the lack of proper network of road and 
communication it was difficult to impose 
curfew in inaccessible rural areas. Admit¬ 
tedly, the militants had an edge over the 
Muslim villagers, and even the state police. 

Phase in Bodo Movement 

Nevertheless, it also needs to be taken into 
account that the Barpeta massacre was 
inseparably linked with a particular phase 
of the ongoing Bodo movement similar to 
the way by which the infamous Nellie 
massacre was linked with the most frustrated 
phase of the Assam movement. 

With the demise of (he Assam movement 
(1979-85), it was expected that peace would 
return to Assam after a prolonged penod. 
But this was not to be. The vacuum created 
by the Assam movement was gradually filled 
by the ULFA movement with its secessionist 
demand and by the Bodo movement asking 
a separate state for Bodos. Later, however, 
the Bodo movement gave up its demand for 
separate stale and demanded autonomy for 
(he community within the state of Assam. 

It would be worthwhile to note here that the 
Assam movement became a sort of a refer¬ 
ence group for the Bodo movement. 
Notwithstanding the differences, the Assam 
movement and the Bodo movement are 
remarkably similar in adopting simul¬ 
taneously democratic and violent means to 
reach their apparent and hidden goals. Both 
these movements while mobilising support 
energised prejudice*against those groups 
who were not their suppoiters. The All Assam 
Studems* Union(AASU)becameareference 
group for the All Bodo Students' Union 
(ABSU) while ULFA became a reference 
group for the Bodo Security Force. Both 
ABSU and Bodo Security Force overlapped 


significantly in thdr goals ai^ activities, 
and thus, failed to provide a concrete 
j ideological position for the movement. This 
sharpened the ideological contradictions 
reflected in the crisis of leadership after the 
death of charismatic youth leader Upen 
Brahma. At such a crucial juncture the state 
came in with a half-hearted and ambiguous 
solution in accommodating the movement 
withip its institutional structure. This paved 
the way for an accord between the movement 
and the state in early 1993. 

As a result of the accord, an interim 
Bodoland Autonomous Council (BAG) was 
formed. But lack of clear-cut boundary and 
presence of significant non-Bodo population 
has complicated the question of autonomy, 
the future of the BAG and the relationship 
between ethnic Bodos and non-Bodos living 
in the BAG areas. Some areas proposed to 
be included under the BAG have more than 
50 per cent non-Bodo population. The non- 
Bodos include the Assamiya Hindus of 
virtually all castes, Koch-Rajbonshis (OBG), 
Assamiya Muslims, Rabhas (ST), Muslims 
from East Bengal, Assamiaised but Bengali 
Hindus and oppressed tea plantation workers 
from Jharkhand. 

The pending interim elections of BAG 
intensified factional and individual 
competition for leadership position in the 
Council, particularly among the younger 
generation of leaders involved in the Bodo 
movement. Initially, the ABSU president 
was made the chief executive member of 
BAG in May 1993. However, he had to 
resign in November 1993 to be replaced by 
the head of Bodo Volunteer Force. 
Obviously, the leadership was involved in 
the cut-throat competition among themselves 
for becoming the new junior-most partner 
in the hierarchical coalition of ruling classes 
from Delhi, Dispur to Kokrajhar. As a sequel 
one faction tried to outdo the other factions. 
The state, loo, patronised the sharpening of 
factional rivalry among the leadership of the 
movement so as to weaken the movement 
from within. In the absence of deep ideo¬ 
logical commitment, the leadership of the 
movement allowed itself to be trapped by 
the state and its ruling class’ideology. Such 
circumstances compelled the factions to 
demonstrate their deeper commitment to 
ethnicity by cleansing BAG areas of non- 
Bodos. This urge resulted in the Barpeta 
massacre. 

Muslims as Soft Target 

Finally, besides the dubious role of the 
state in protecting the Muslims, it is crucial 
to understand why the Bodo leaders targeted 
only the Muslims and not other non-Bodos 
of the region. Needless to say, the Muslims 
have emerged today as the softest target for 
collective political violence in India. 
Farticularly, since the late 1960$, with the 
gradual penetration and consolidation of 
majority Hindu cornmunalism in Indian 


politics, it has become apparem that those 
who attack and ctmnive in perpetrating 
violence against the Muslims do not get 
puidshment. Even in a largely non-commurtal 
society like Assam, not a single person was 
punished for the infamous Nellie massacre 
of 1983. Same was the case with Kokrajhar 
and Bongiugaon massacres. 

The Barpeta massacre also reflects the 
contemporary status of the Muslims in a 
regional society where the communal 
ideology is not all pervasive. Even in such 
a milieu, the Assam movement under the 
Assamiya high caste leadership on one hand, 
and the Bodo movement under the sectarian 
leadership on the other, have successfully 
pushed the largely unorganised Muslim 
peasants back against the wall. Significantly, 
the high caste-dominated regional bourgeois 
press in Assam has been consciously 
implicating the Assamese Muslims with the 
outsiders/Bangaladeshis/foreigners, etc. This 
section of the press has been campaigning, 
sometimes tacitly and sometimes blatantly, 
against the Assamese Muslims, for their 
own class interest. Therefore, it would be 
erroneous to blame the Bodo leaders alone. 
Wider issues and processes have conjoined 
in the Barpeta massacre. Notwithstanding 
the gloom and pathos of the Barpeta 
aftermath, one finds hope when one locates 
a small but distinct group of young Muslims, 
Hindus and Bodos in Assam capable of 
comprehending the futility of such massacres 
and retributions. 

[This paper was presented at the XXI All India 
Sociological Conference held at the School of 
Social Sciences, iowaharlal Nehru University. 
New Delhi on December 19-21, 1994.J 
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The World Bank*5 World Development Report 1993 proposes drastic,^ 
changes in the direction and content of health service development, A 
recent seminar in Delhi raised issues regarding the report's conceptual, 
methodological and empirical aspects. 


IN the 198(h, a large number of countries 
in Africa and Latin America initiated a series 
of far-reaching economic reforms brought 
together under the rubric of the structural 
adjustment programme. The negative impact 
of these measures on health policies and the 
health of the people of these countries have 
led to a pall for **a4iustment with a human 
face*'. Over the last few years, at the instance 
of international financial institutionsr. India 
has also embarked upon the structural 
adjustment programme. In this context, the 
World Bank's World Development Report 
1993: Investing in Health, outlining a series 
of policy options for the heatth sector in 
developing countries isof crucial significance 
for ft proposes drastic changes in the direction 
and content of health service development. 

Although some positive features of the 
proposed policies have been commented 
upon by scholars and policy and planners, 
serious questions have ^sobttn raised about 
the methodology adofMed in the World 
Development Report (WDR) 1993 and the 
likely implications of the package of policy 
options recommended in k on the health and 
well-being of the people of India. The faculty 
of the Centre of Social Mediokie and 
.Community Health of the School of Social 
Sciences, Jawaharlal Nehru University felt 
that the issues rSised needed to be debated 
and assessed fbr their conceptual, 
methodologtcaland empirical strengths and 
weaknesses. This wouM be a step in both 
formulating a cohesive people-oriented 
alternative and in acknowledging some of 
the positive efforts within heatth sector 
planning in India in the past. Towards this 
end, the Centre organised a two day national 
seminarenti tied ^ World Development Report 
J993: investing in Health - Implications for 
Health and Family Welfaie in'India* on 
December 8-9, 1994. 

STHucruitAL AotiumoENT 
AND WbLFARE StAIE 

Some of the papers in the first session of 
the seminar chaired by K N Panikkar, 
provided a background to the policies under 


discussion. There are larger political and 
economic forces buttressed by arguments 
in political theory and the philosophical 
discourse of entitlements, justice and 
rights which form the backdrop to a 
document as the one that was to be discussed 
over the two days of the seminar. With this 
background, other papers, devoted to 
health, presented both conceptual and 
methodological issues and problems raised 
1^ the WDR 1993. 

Prabhat Patnaik in his paper entitled, 
'PoUticalEconomy of Structural Adjustment 
Programme: Some Reflections', contex¬ 
tualised the WDR suggesting that it is 
necessary to understand the specific interests 
underlying the programme of structural 
adjustment. He argued that apart from the 
interests of multinational corporations, the 
structural at^ustment regimes imposed on 
many of the third world countries by the IMF 
md the World Bank are in the interests of 
metropolitan finance capital. The long-term 
interests of these sections have a specific 
preference for asset acqui.sition rather than 
capital accumulation because it enables them 
to acquire things of a much higher value 
paying a much lower value. Privatisation 
represents potential gains for all sections of 
finance capital and thereby minimises 
conflicts within it. Likewise, liberalisation 
which removes restrictions upon the 
movement of finance enables all sections of 
finance capital to go in search of potential 
opportunities for profit making, including 
opportunities for speculative gains. In sum. 
a deflation-liberdisation-privatisation and 
ro!ling-back-of-the*state-package is always 
to the advantage of fhiance capital. This is 
not to lose sight of thd interests of the 
multinational corporations, insofar as third 
world markets are opened up for them and 
there is re-impositkm of the international 
division of labour in which the third world 
countries are increasingly forced to stick to 
primary commodity productioii, wMch keeps 
the primary commodity prices low, therd>y 
also keeping inflaiton in the advanced ^ 
countries low. The domestic bourgeohiie 


also gi^iis in the procass way of pmfitt, 
akho^ this proems is led by inetropoUtan 
finance capital. 

The institutionalised dualism found in the 
economy in the form of some sectors doing 
Veil while others languid due to withdrawal 
of state support, is reflected in the WDR as 
well. Methodologically, underlying a lot of 
empiricism, are profound problems. The Brst 
of these is the concept of cost-effectiveness; 
insofar as it is partially applied, it is 
illegitimate. The partial o^imisation 
suggested, not considering the optimal use 
of social resources as a whole, is no 
optimisation at all. A lack 6f understanding 
of interrelationships, which characterises the 
WDR, is the second serious methodological 
problem. As a result the solutions offered 
are partial. An important point Patnaik 
highlighted was the fiscal crisis of the state 
which is compounded by the structuriil 
adjustment programmes. To use the fiscal 
crisis of the state as an argument for imposing 
partial cost-effectiveness is thus not 
legitimate. 

Niraja Gopal Jayal in her paper entitled, 
'The Tender-Hearth Leviathan: Welfare and 
the Indian State', argued that considering 
the definitional criteria of the welfare state 
in western literature on political theory as 
well as differences between the critiques of 
the welfare state in the west and in India, 
the Indian state should be characterised as 
an interventionist and developmentalist state 
with only a limited welfarist orientation. The 
primary purpi^se of interventionism was 
developmentalist along an essentially 
capitalistic path of development. The 
developmental initiatives were directed 
largely to the modem industrial sector. The 
welfarist mitiatives, on the other hand, were 
directed substantially towards redressal of 
inequalities, generated not by the market, 
but those stemming from.the pattern of 1^ 
ownershi p. This disjunction b^ween welfare 
and development is significant in the present 
context. 

The Indian state, then, may be viewed as 
an interventionist state which has taken on 
some welfare functions, but not as a welfare 
state; secondly, even its limited welfarist 
agenda is underpinned by the assumption of 
welfare as a response to need. There is no 
recognition here of welfare as a right, much 
less of welfare as an obligation on the state. 
The rights embodied in the chapter on 
Fundamental Rights in the Constitution are 
essentially libeity rights; welfare rights are 
consigned to the Directive Princi|4es of state 
policy. The need-based conception of justice 
is adhered to in theory, while in practice, 
the philosophy of wdifare is based on charity 
and benevolc^. 

The challenges to the welfarist orientation 
of the state now comes from three distinct 
quancfs. Thequesdons ofeffickney, efficacy 
and moral desirability emanaie from the 
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dictatesoffaiteniatiotial s^des^Ttie second 
challenge to welfarism seeks to kiurice the 
interventionist character of the state more 
amenable to selective redistribution. The 
third challenge to welfarism is from those 
who seek a redefinition of the developmental 
agenda such as popular movements agitating 
for strategies of alternative development for 
meeting basic needs. In this conception of 
welfaie, there is convergence between needs 
and rights as the joint basis of claims to 
welfare. The new forms of democratic 
politics, therefore, help in forging important 
links between development and welfare; the 
concept of welfare in the changing scenario 
will depend substantially on these new forms 
of democratic politics. 

In his presentation Jon E Rhode argued 
that some of the suggestions of the WDR, 
are relevant, especially the specific 
suggestion that the state should concentrate 
on a household's abilities to deal with its 
own health. But investing in education, 
especially universal primary education, 
would be an important step in that direction. 
The state should invest its resources in the 
kind of technology that is reasonably priced 
and can be made easily available. The pri vate> 
public paradox can solved by regulating 
the private sector as it is culturally 
accountable. 

What, however, caused disquiet is the 
WDR*s emphasis on health transition. Will 
this health transition encompass the entire 
population? Would it by>pass the poor, leaving 
them with pre-transition levels of morbidity, 
mortality and fertility? By emphasising the 
diseases of the future, of aging populations 
and of degenerative diseases, the diseases 
of the well-to-do, will the poor continue to 
suffer? The disparities between the rich and 
the poor require priority attention. 

Imrana Qadeer in her presentation argued 
that the primary health care strategy, which 
involved a shift from basic health care to 
comprehensive health care, meant also the 
incorporation of welfare issues within the 
health delivery system. However, this 
approach was questioned by international 
agencies and a select! ve health care approach 
was introduced. At the international level, 
there were several debates which called into 
question the basic tenets of selective primary 
health care. Retracing the changing trends 
in the evolution of concepts in health service 
development revealed the emergence of a 
dichotomy between the public and the private 
sector in health services. This dichotomy 
had distorted public health itself by enforcing 
adisjunction between promoti ve, preventive, 
curative and rehabilitative components of 
public health. 

The WDR ignores the multi-dimensional 
nature of piiblf c health by suggesting curative 
and selective interventions in preventive 
health care. This not only distorts public 
health but alto opens up new areas of health 
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to market forces. While suppoiiedly 
attempting to reduce the financial tmiden. 
dependence on a technology package is 
created. The suggestions inthe WfJRinvol ve 
certain kinds of assumptions which are 
questionable. These include the assunqMion 
that people are willing to pay for medical 
services provided through the efficient 
private sector as against the kieffident 
public sector. It is also wrongly assumed 
that the standard of living of the people 
would be higher enabling them to be able 
to afford this kind of a package, in order 
to once again bring primary health care to 
centre-stage, it is necessary to re-examine 
the experience of public health which had 
evolved earlier and draw our lessons from 
them instead of rushing in where angels 
fear to tread. 

Seeta Frabhu opined that the relevance of 
the points raised by earlier presentations 
ha\’e to be seen in the context of structural 
adjustment. The health sector in India, and 
the financial allocations to it, depended on 
the egalitarian ethos of the state as well as 
its commitment to the social sector. Even 
in the established market economies of the 
world, the share of public expenditure in 
health is quite large in contrast to the 
situation in India. This is particularly crucial 
given the disease profile and burden in the 
country. But what has been occurring is 
that the per capita expenditure on health 
has decelerated in general, and in the 
budgets of the states in particular. To further 
compound the problem, the share of public 
health in the total health expenditure has 
shown a sharp decline. In this scenario, it 
is the poor, dependent on public health 
facilities who bear a disproportionate 
burden of the cut-backs. 

C Sathyamala examined some of the 
methodological limitations of the WDR in 
her intervention. She argued that there is 
little rationale for the categorisation of 
countries adopted in the WDR on both 
demographic and income grounds. While 
considering this categorisation from a public 
health perspective, it is seen, for instance, 
that Sub-Saharan Africa where 50 per cent 
of the mortality takes place at less than five 
years of age has been clubbed together with 
China where 50 per cent of the mortality 
takes place below 64 years of age. For 
equally unfathomable reasons, Cuba has 
been described as a developed country. 
Similarly to put together the former socialist 
economies of Europe with the established 
market economies as demographically 
developed, is nut altogether legitimate as 
they arrived at this situation through entirely 
different paths. Some of the other salient 
methodological limitations include the 
underestimation of the data on the causes 
and distribution of diseases, the unreliability 
of the data utilised and the prioritisation of 
disease interventions which do not match 


with epidemioki^ical priorities, in view of 
the data limitations, the exereises in cost- 
effectiveness serve merely as tributes to the 
superiority of the software that is being 
utilised; they have no real meaning and rerve 
only to obfuscate and give a vene^ of 
scienticism with little basis in the science 
of epidemiology. 

Gender Impucahons of 

SmucTURAL Adjustment 

This session comprised of presentation of 
three papers. Patricia Uberoi chaired the 
session, and in her introductory remarks 
noted that, on the whole, the WDR was 
insensitive to gender issues. On the one 
hand, it reinforced stereotypical and 
traditional concepts of women as nurturers 
and carers bearing the burden of disease, iU- 
health and disability, while on the other, it 
entirely undermined public welfare policies 
which would empower women. The 
document, she suggested, should perhaps be 
read as one with not just an explicit agenda 
but with a hidden agenda as well. 

In her paper 'Gender Implications of the 
New Economic Policies and the Health 
Sector', Nata Duvvury sought to locate the 
gender implications of the WDR in the 
broader context of the ongoing stabilisation 
and structural adjustment programmes. 
Following these policy changes, growth in 
government expenditure has decelerated 
sharply, primarily in public investment and 
in the social sectors. The unavoidable 
conclusion, based on data, is that stabilisation 
policies have resulted in an increase in 
unemployment. To what extent this has 
differentially affected women is difficult to 
assess at present, but it is likely that in a 
period of increasing unemployment, women 
will be the first to be retrenched from the 
labour force. Another consequence of the 
stabilisation policies has been a rise in prices 
which has particularly affected food prices. 
Studies have shown that' the vulnerable 
sections have borne the highest price 
increases: the top decile in rural areas 
experienced an inHation rate of 12 percent 
while the bottom decile had an inflation rate 
of 1 Spercent. Womenconstituteasignificant 
section of the vulnerable poor. According 
to the NSS data, two-thirds of female 
agricultural labourers were below the poverty 
line. Female-headed households constitute 
about 35 per cent of poor households. The 
high rate of inflation adversely affected 
women who shoulder the burden of 
provisioning for the family often at the 
expense of their own consumption. In the 
face of managing the household economy 
with dwindling resources, the other 
mechanism of coping is through an increase 
in daily reproductive work. Women's self- 
exploitation gets compounded by the 
shrinkage of food available to poor families 
under the PDS. 


1995 




Stabilisation policies have also affected a 
contraction in expenditures on special 
programmes that provide income support to 
the poor. Data indicate that the government 
supfxnt to poverty alleviation programmes 
has declined in retd terms. Coupled with the 
overall cut in the social sectors, this would 
imply an increasing burden on women* The 
stabilisation and structural adjustment 
policies inevitably restrain demand, introduce 
austerity and lead to declines in personal 
incomes. This means, for a large section of 
women, declining and limited incomes along 
with an intensified burden of work. In this 
context, the WDR 1993 which aims at 
fundamentally restructuring the health 
system, will further undermine the access 
women have to the public health system, 
inadequate as it is. This could imply an 
accentuation of the gender differentials in 
morbidity and mortality profiles among 
women and children. 

The paper presented by Mohan Rao was 
entitled. 'The Writingonthc Wall: Structural 
Adjustment Programme and the World 
Development Report 1993-Likely 
Implications for Family Planning in India*. 
Retracing the Evolution and growth of the 
family planning programme in India, 
indicated how concern with population 
growth and population control had come to 
contour health policy over the years. While 
it has been repeatedly realised that the success 
of the programme is contingent on poverty 
alleviation through employment generation, 
improvements in the health and nutritional 
status of the population, in infant and child 
survival and in literacy, what the programme 
has been attempting is to find a contraceptive 
technology fix. A technical option raises 
hopes for the programme for some time 
before it soon runs aground. Towards the end 
of the Eighth Plan it was again being 
acknowledged, albeit reluctantly, that the 
prograthme had not been successful and that 
further increases in acceptance of family 
planning would require poverty alleviation, 
increase in employment opportunities, 
especially for women, further reduction in 
infant andchikl mortality andincreasein literacy 
in general, and female literacy in particular. 

Data from countries in Latin Ainerica and 
Africa which have gone through structural 
adjustment reveal the deleterious effects of 
the.se policies on precisely these social 
Structural determinants of fertility. Studies 
convincingly indicate that the adjustment 
programmes worsened the unemployment 
situation. Employment in the unorganised 
sector, reflecting the expansion of 
underemployment, consequently increased. 
This was accompanied by negative changes 
in income distribution. Literature from these 
countries also reveals the growing 
feminisation of poverty. 

Changes brought about by structural 
adjustment has resulted in an increase in the 
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pievalenoe of under-nulrition* especiany 
among women andchildren. Some countries 
have also documented an increase in 
morbidity. Infant mortality and child 
mortality rates, whtdi had shown a decline 
in the past, either stagnated or showed an 
increase. An Increase in school drop-out 
rates among children was documented from 
several countries. This increase reflected the 
feminisation of poverty, the informalisation 
of employment and the entry of children in 
larger proportions into the informal labour 
markft. 

The data on employment and poverty, 
infant and child survival, malnutrition and 
literacy in India reveal the appalling state 
of social sector development in the country. 
In view of the experience of other countries, 
Rao argued that the reforms under the 
structural adjustment programme would 
further erode the already weak ground for 
the acceptance of family planning. The 
family planning programme in India has 
once again now reached an impasse. At this 
juncture, we are faced with the availability 
of new generation hormonal contraceptives. 
The WDR contends that family planning 
services are part of a ^'minimum essential 
clinical package”, and, ominously, that 
"constraints on method availability... 
including excessively restrictive screening 
requirements” be removed. The Expert 
Group on Population Policy chaired by 
M S Swaminathan. which has just 
submitted its report, echoes this stand as 
it endorses "newer hormonal contracepti ves 
for women”. What this augurs, Mohan Rao 
apprehended, was perhaps a clinic-based, 
centralised, provider-controlled approach 
relying on injectables and implants lur 
women, further adding to the morbidity 
load borne by the female population of 
India. 

Padma Prakash's paper cniitled, 
'Genderising Health: Problems and 
Prescriptions', observed that recognising 
gender issues is a political act amounting to 
acknowledging inequalities which denve 
from deep rooted and historically 
consolidated social, economic and political 
systems. Indeed official policy has, over the 
last decade or so, acknowledged this but in 
the process has neutralise? the political 
content of these issues. During the 1980s 
a large number of factors together contributed 
to the emergence of gender a.s a public policy 
issue. A particular concern was with health 
care and the health status of women. Not 
only was the health status of women far 
worse than that of men, but its very definition 
was rooted in a social system prejudicial to 
women. Health documents, lor instance, 
viewed women only a.s agents of 
reproduction. This tendency was accentuated 
by the international and national emphasis 
on family planning. But the growing 
opposition ol women to the pcrpulation 


lobby whiciLby tai^geiiog woioon, 
a (urttier moibidity load on them, led to 
a shift to a reproductive health strategy. 
The World Bank's agenda merely reflects 
this shift as it utilises the symbols and 
concepts of progressive and pro-women 
recommendations for women even as it 
undermines them. In the computation of 
morbidity and mortality, the WDR has not 
paid adequate attention to gender issues. 
Data on morbidity patterns among women 
and differentials in access to health, for 
example, have not been adequately studied. 

In addition to these methodological issues, 
Padma Prakash highlighted the conceptual 
problem in the manner the WDR 
problematises gender. Women are to be 
educated because this will benefit the health 
of their families; they are to have incomes 
so that their children's health improves; 
and most importantly, in the context of 
diminishing availability of resources, 
women's 'natural* abilities to cope with 
limited resources must be enhanced. At a 
more general level, the proposed 
reallocation of investments takes little 
account of women's needs. For instance, 
while the quantum of medical professionals 
is discussed, their scxwise distribution is 
not. There is no persuasive argument for 
a compression of public health spending. 
If it affects health care in general, it 
particularly affects women's access to it. 

Bina Aggarwal pointed out that there is 
a common thread running through all 
discussions of the issue of gender equity. 
These relate to gender iniquities in access 
to resources and their distribution, issues 
in the gender division of labour and access 
to technology and how policies affect all 
these. In this connection an analysis of 
public versus private sector gender 
segmented labour markets is also important. 
Increasing privatisation of public spheres 
has meant increasing the burden on women. 

Sathyamala highlighted the data limitations 
of the WDR, Stemming from this, she argued, 
is the assumption that maternal mortality is 
a major cause of death among females. But 
this is not borne out by data from India. The 
major chunk of deaths among females is, 
in fact, even before the reproductive age 
group. By focusing on maternal deaths, the 
solution to the problem of women's health 
is assumed to be family planning. This, 
however, has only added to the morbidity 
burden of women. The other implication 
of privatisation, she warned, is the 
uncontrolled and unregulated contraceptive 
research by a host of unaccountable private 
groups. Seeta Prabhu added that the 
adjustment programme which is being 
implemented i$ characterised by policy 
iniquity of all types: rich and poor, rural 
and urban and male and female. The basic 
problem, then, is the lack of an egalitarian 
ethos permeating our policy. 
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In his introductory remarks the 
chairperson, L H David, drew attention to 
the need for a critical examination of some 
of the issues concerning financing and 
provision of health services as recommended 
by the WDR, as they are bound to have 
profound policy implications. The WDR 
addresses itself to determining priorities in 
the health sector, the role of the state and 
market and possible mechanisms for ensuring 
cost recovery, The papers presented during 
this session addressed some of these issues 
in greater detail. 

T N Krishnan*s paper entitled, 'Access to 
Health and Burden of Treatment in India: 
An Inter-State Comparison’, examined the 
inter-state variations in the utilisation of 
health services for in-patient care and raised 
the important issue of the cost of treatment 
and the burden imposed by it on lower socio¬ 
economic groups. At the conceptual level, 
he identified certain propositions central to 
any discussion of health care financing and 
provision. These include access to health 
care and the quality of services; the 
importance of building stocks and capital 
formation in health services; the issue of 
cost-effectiveness; and the role of technology 
in determining cost of health care. 

The paper, which was based on an analysis 
of the 42nd Round of the NSS, showed wide 
regional differences in the utilisation of in¬ 
patient services. These differences arc related 
to availability, cost and quality of services. 
Apart from variations across states, the 
distribution is skewed in favour of urban 
areas. In backward states the proportion of 
health assets in rural areas is less than 10 
per cent. The all-India data on hospitali-sation 
showed that on an average 60 per cent of 
in-patients arc treated in pubi ic hospitals and 
the remaining in private hospitals In most 
states people arc paying for treatment even 
in public hospitals, but the cost of treatment 
is much higherin private hospitals Krishnan 
shows that in Uttar Pradesh, for example, 
the poor would have to spend up to two years 
of their income for an episode ol 
hospitalisation in the public sector. This, 
needless to say, would be much higher in 
private hospitals. Clearly, then, the 
recommendations of the World Bank to cut 
back on public services will only add further 
to the burden on the poor. 

One of the important recommendations of 
the WDR 1993 is to rely more on the private 
sector for the delivery of health services. The 
assumption is that there is a large private 
sector in health which is utilised by a 
significant proportion of the population, and 
that this sector will step into the space created 
by the withdrawal of the public sector. Rama 
Baru in her paper entitled. 'Structure and 
Utilisation of Health Services: Xn Inter- 
State Analysis’ critically examined these 


assumptions utilising available data. 
Although there is a paucity of data on the 
private and voluntary sectors in health, an 
Enterprise Survey carried out by the 
government of India during the mid-80s 
provides some information on non¬ 
governmental health services across-states. 
What the survey reveals is that hospitals and 
nursing homes form a small proportion of 
non-governmental health services, and, that 
the majority of these are located in urban 
and semi-urban areas. There is also a sharp 
inter-state variation which, in turn, 
determines the utilisation patterns as revealed 
by an analysis of the 42nd Round of the NSS. 

It is important to make a distinction 
between utilisation of out-patient and in¬ 
patient services. Across states there is a 
fairly high utilisation of the private sector 
for out- patient services. But when it comes 
to in-patient services, especially in rural 
areas, there k significant resort to the public 
sector. With the exception of two slates, it 
is only the top two deciles in the population 
which are utilising private hospitals. The 
underlying assumption of the WDR is that 
the gap created by cutbacks in public services 
will be filled by non-governmental services. 
However, as revealed by the structure of this 
sector, this is highly improbable and will 
result in a widening of the existing rural- 
urban and intcr-rcgional disparities. 
Introducing user charges in public hospitals 
is recommended as a cost recovery 
mechanism. However, Baru pointed out, 
there is a vast amount of literature from both 
the developed and the developing countries 
that this step further marginalises the poor. 

An understanding of the notion of equity 
is crucial to any discussion of the WDR 
1993 The notion of equity docs not merely 
fall within the economic clrimain but raises 
certain ethical and philosophical issues. Shiva 
Kumar’s presentation UKused on equity of 
access to health and health services. Hquiiy 
becomes important because of the implicit 
understanding that since illness is beyond 
an individual’s control, it follow n that there 
.should be equal treatment for equal needs. 
Therefore distribution of health care must 
be independent ol considerations ol class, 
gender and other forms of political and 
economic exploitation. In defining equal 
ircaimcnl for equal needs, il is impoitani to 
focus upon equably of opportunity and access 
rather than equality of treatment. The 
underlying assumption in equality of access 
and the pncing of health care i's that everyone 
can pay the same price However, what it 
does not take into account is that the poor 
may have to make a bigger sacrifice in order 
to pay for the same service. Questions 
concerning equality in distribution of health 
care thus cannot be divorced from those 
concerning equity of distribution of health 
itself. Equity in health is further complicated 
because when it comes to the choice of 


health services, it is again not merely an 
individual’s free decision but one shaped by 
historical and social factors. Therefore policy 
interventions have to take into account health 
risks that are within the control of an 
individual and those that are not, in other 
to decide who is eligible for free services. 

The recommendations of the WDR 
regarding increasing the scope for private 
insurance raises a number of problems for 
the notion of equity. Empirical evidence 
from even the US demonstrates that private 
insurance proi^rarnme': marginalise the poor. 
In India where the proportion of poor is 
substantially higher, inequalities of access 
are bound to increase. In this scenario it is 
evident that there is a need for more public 
investment not only for health services but 
also for other inputs which influence health. 

C M Francis in his paper entitled, 'Public. 
Voluntary and Private Stators in Health Care: 
Collaboration, Competition or Coexistence’, 
pointed out that most voluntary organisations 
are small and dispersed. They can only 
complement the public sector and this 
increases the role of the state in co-ordination 
and planning if resources arc not to be wasted 
or services duplicated. The important aspect 
of planning should involve a need-based 
approach rather than a "demand driven model". 

In his paper entitled ^WorldDevelopment 
Report 1993: Implications for Infrastructure 
Development in Health Care and the 
Pharmaceutical Industry’, Amit Sengupta 
described the WDR as afire-fighttng measure 
which attempts to mitigate the contradictions 
brought to the fore by the structural 
adjustment programme. Much of this is based 
on the experience of Latin American and 
African countries where the conditions of 
ihe poor deteriorated sharply. The 
recommendations of the WDR is to ensure 
the implementation of a safety net in order 
to absorb the shock of the structural 
adjustment programme. This is seen as 
necessary to prevent political instability that 
may perhaps disrupt the smooth functioning 
of markets which is, of course, the major 
concern of the World Bank. 

In this context the recommendations of 
the WDR is u partial retreat from the World 
Bank’s earlier position of complete 
withdrawal of the state from social sectors. 
The recommendations arc essentially 
piecemeal solutions to a number of health 
problems and cost-cffeciiveness is 
supposedly the basis for the interventions. 
This has resulted in a selective health care 
approach. The WDR it self, for instance, notes 
the high prevalence of malnutntion but 
advocates that the state must limit its role 
to telling people what they should eat. 
Similarly in the management of diairhocaJ 
diseases, a major cause of preventable 
morbidity and mortality, they propagate the 
use of oral rehydraiion therapy but not public 
funding of safe drinking water. The approach 
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L then clesdy to mani^ morbidly 
I technical fix but not to' get to the aouice 
1 of the pioUeni. The gennafie queatkm 
is not raised in the WDR is whether health 
infrastructure will be and can be created by 
(market forces. The experience of the 
^ \ developed worid indicates otherwise. The 
recommendations with reference to the 
pharmaceutical industry, he concluded, 
would oomi^etely undermine what headway 
has been made towards a self-reliant industry 
and a rational drug policy in India. 

Seeta Prabhu in her intervention focused 
on the acute financial problems faced by 
state governments and how this will affect 
the type of infrastructure provided. The share 
of <^tal expenditure in the total medical 
expenditure is quite low and also there are 
significant variations across states. An 
additional point isthat the share of the subsidy 
burden for health is higher for the states than 
it is for Che centre. The bulk of this subsidy 
is going for urban areas thus aggravating the 
tural-uiban disparities. When it comes to water 
supply and sanitation, the subsidy is once 
again skewed in favour of urban areas. There 
can be no running away from issues of equity 
in the provision of heUlth care facilities. 

Equity, Development and Health 

This session comprised the presentation 
of four papers. N H Antia in his paper 
entitled, *The World Development Report 
1993: A Prescription for Health Disaster*, 
pointed out that both the structural 
adjustment programme and the WDR 
represent a reinforcement of the very 
processes which had led to continuing poor 
health of the Indian people. Millions of the 
poorest two deciles of our population may 
pay with their lives due to deteriorating 
health, malnutrition and deterioi:ating living 
conditions due to economic distress. The 
state's failure to make basic health care 
accessible to all on the one hand, and the 
iatrogeny and the over-medtcalisation 
experienced by those availing of medical 
care on the other, is now to be accentuated 
by the prescriptions of the WDR. The WDR 
with its westeni ethno-centric approach not 
only refiises to accept responsibility for the 
creation of the present situation, but also 
implies that the solution mustalso be through 
western medicine, based on western science 
and technology and western economic 
paradigms. Couched in the lanjguage of 
statistics, economics and cost-effectiveness, 
with a new index like DALY, it obscures 
the unpleasant reality of the poverty trap of 
third world countries and its real causes. 

Antia identified .the cause for this failure 
of the state in the past four decades as due 
to the westernised Indian elite’s alienation 
from their own people and culture and the 
adoption of a westernised,centralised, health 
care model. The WDR does not recognise 
this fundamental fact. A different direction 


of development h«d been articulated by 
previous repofU in India suchas the Sokhey, 
Bhore and the ICMR-ICSSR committees 
which were based on a far greater 
understanding of the reality of our problems. 
This rich experience hadbm totally ignored 
by the WDR, It similarly ignored the positive 
examples of implemeiitation of the 
decentralised model available from Sri 
Lanka, Kerala, Cuba and a vast number of 
NGOs. The present strengthening of the 
panchayati institutions offered, in his 
view, another opportunity for implementing 
a people-based, highly cost-effective and 
humane model of health care in contrast to 
that advocated by the WDR. 

Arati Sawhney in her paper entitled, 
’Women's Empowerment and Health 
Experiences from Rajasthan', argued that 
the state is interested in grass roots level 
organisations only insofar as these act as 
conduits for the delivery of services and 
messages proposed by it For instance, the 
idea of women’s empowerment in the 
women's development programme in 
Rajasthan meant that a lot of women started 
practising, fertility awareness as a means of 
planning their families. But theatate did not 
see this as a positive development; and. it 
did not matter to health agencies that women 
were practising fertility control. They were 
only interested in achieving theirsierilisation 
targets and had no qualms in using ihc 
prevailing drought to allow access to drought 
relief schemes only to sterilised women. 
When women's empowerment was actually 
taking place and they suited questioning 
many of the priorities set out for them, there 
were efforts made to dismantle the entire 
programme. In other words, she argued, 
there are structural constraints to the quest 
for alternatives within the system. 

In his paper entitled, *On the World Bank 
and Health; Some Reflections'. Shiv 
Vishwanathan noted that judging the WDR 
on the basis of four criteria, namely, literacy, 
numeracy, ’’ecolacy" and democracy, he 
found it wanting on all the counts. Its illiteracy 
extends to ignoring debates generated by 
Illich, Dubos and others. Its innumeracy is 
evident from the fact that health is broken 
into a discrete package of indices while 
health or sickness in reality escape such 
reductions. The '’ecolate” view, one which 
deals with inter-linkages and feedback loops, 
is missing. The notion of democracy, either 
between knowledge systems or as the idea 
of a community’s right to participate in its 
own affairs or the patient's role in his own 
healingandcure - other than as a consumer • 
are alien to the World Bank's way ofthinking. 
The globalisation of the WDRkind ’reduces 
the worid to a LEGO set to be dismantled 
and reset in pleasing shapes and colours,..to 
a world of indicaton, targets. In this view 
of the world and ol development you do not 
cere, cherish, cultivate' but break the world 


iftto a series of technological projects; the 
metaphon are militaristic. A laigerilenoein 
the WDR is that it says notfaiiv about the 
diseases of development and displacement 
He argued that health cannot be a wabsen of 
economics where cost-cutting becomes an 
act of triage: 'rational’ grounds Tor the 
abandonment of thepooranddiaeased. Health 
should be seen as a sector of the moral 
economy instead of the market economy. 

K R Nayar in his paper, entitled, 'The New 
Era of Growth: An Epitaph to the 
Environment’, pointed to the futility of 
official pronouncements such as the national 
conservation suategy and the national policy 
on environmental and sustainable 
development when the economic policies 
are all geared in exactly the opposite 
direction. The environmental impact of 
the structural adjustment policies will not 
only be due to 'toxic terrorism’ and 'garbage 
imperialism’ but also to the shift in the use 
of natural resources for foreign markets. 
He argued that it was utterly u.seles$ to call 
for stringent environmental control given 
the highly centralised and narrow ambit of 
state directed environmental actions on the 
one hand, and given the localised and 
unconventional sources of pollution on the 
other. The data on the trends in environmental 
health are dismal and will add further to the 
disease burden borne by (he poor. 

Utsa Patnaik argued that there was a need 
to evolve counter-concepts to the first world 
definitions. For instance, instead of seeing 
’population’ just as the number of human 
beings we must consider the concept of ’real 
population* which is computed by 
multiplying the number of human beings by 
their consumption levels. The challenge 
would then be for all countries to reduce 
their real populations instead of population 
control in third world nations. There was a 
need to view health needs also differently 
because the health consciousness of the first 
world is at the cost of the health of the poor 
of the third world. With the implementation 
of the structural adjustment programmes 
and liberalisation, we may expect to find 
in the next few years a very substantial 
decline in the production of foodgrains per 
head; accompanying this will be a further 
onslaught on the bio-diversity and richness 
of our resource endowments. Dunu Roy 
highlighted the socio-economic context in 
which science and technology is practised, 
drawing attention to the role of local elites. 
He suggested that a more conduct vedirection 
for health policy can only come from a 
consideration of what people really want apd 
not from pre-conceived frameworks which 
then attempt to fit in people.'The chairperson 
of the session* LC Jain, forcefully concluded 
that the problem and the solutions Ke within 
our country and her people. It is for us to 
acceptor re^ policy prescriptions sudi as 
those of the WDR. 
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CrasS^ ttK Cmtuiy without the 
New Ifejmsinan 

NinMiKMdiy 

Whatever be the final verdict of history on Deng, his achievement in 
leading China decisively from its intermittent isolation to the prominent 
place it now occupies on the international stage is remaHcable. 


AS the day approaches for Deng Xiaoping 
to *nieetMara* (tousconeof Deng'sexpres- 
sions) speculation about the politics of 
succession in China has intensified and the 
evaluation of his legacy has assumed new 
significance. Whatever be the final verdict 
of history on Deng, his achievement in 
leading China decisively from itsintermittent 
isolation to the prominent place it now 
occupies on the international stage - billed 
as the next superpower (and no longer 
reluctant) - is remarkable. At a crucial 
period in history when socialist govern¬ 
ment crumbled in Europe. Deng has 
reminded the world that "the people of 
China have stood up** (to borrow an expres¬ 
sion from Mao) and upheld "socialism with 
Chinese characteristics*'. 

Paradoxically the success of Deng leave.s 
to his successors a host of fundamental 
problems related to ideology, the balance 
between economic and political reforms and 
the institutions of the party and the army. 
The success of Deng*s policies has created 
new realities that demand a vigorous 
response if China is to avoid seeing 
reforms collapse into social chaos. 

Most of the major initiatives of the 
Chinese Communist Party (CCP) from 1979 
to 1994 came from Deng. While the prestige 
and credibility of the senior leaders had 
noticeably decreased after the military 
crackdown in 1989, it could be argued that 
Deng had by and large achieved what he 
had set out to do to consolidate the CCP, 
to reignite economic growth and reform 
and to break through the diplomatic isola¬ 
tion that had beset China. 

By early 1992 China had largely been 
accepted into the comity of the nations. 
Beijing weathered the collapse of the Soviet 
Union and the eastern bloc well, By mid- 
1994 China had emerged as a major player 
on the international stage. So many western 
nations and Japan were jostling to get into 
China's market that even the administration 
of US president Bill Clinton had to take 
seriously the threat of retaliation should 
Washington decide not to renew its *most 
favoured nation* status. 

Chinese leaders are aware that the 
legitimacy of the regime will depend on its 
ability to continue to deliver the goods and 
therefore the more important question is not 
who will succeed D^g but how long will 


the regime be able to maintain and even 
improve the well-being of the people. 
Leadership succession can have, to borrow 
an economic term, a 'softlanding' if it 
coincides with a period of reasonable growth 
and low inflation. But if economic growth 
falters the stage could be set for a power 
struggle between the emerging collective 
leadership (of Jiang Zemin, Li Peng and Zhu 
Rongji) and politburo heavy weights outside 
the Deng-dcsignated core. 

It is acknowledged that while Deng 
succeeded to a great extent in maintaining 
unity in the party by his charisma, it has not 
been easy to structure a legal frauKWork to 
govern the largest political party in the world, 
clearly defining the relation, between the 
party and the government in the 'pnmary 
stage of socialism*. 

The current moves to ensure the loyalty 
of the members to leadership of the party 
echo a call by Deng who admitted that the 
major threat to the Communist rule in China 
came chiefly from the CCP itself. There is 
evidence of fresh attempts to strengthen the 
party at the grass roots level. Top Chinc.se 
leaders have been making their rounds in the 
regions to make sure that their policies are 
being implemented across the country. 

The emphasis on ideology for the cadres 
for the post-Deng era has been repeated by 
several party leaders including Jiang 2^'min 
when they spoke of ‘cross-century cadre.v* 
who arc both modernisation-minded 
managers and reliable marxisis. The new 
head of the organisation department Zhang 
Quaijing echoed a Maoist formula when he 
pointed out that of the four criteria for 
assessing a cadre being, revolutionary, 
young, knowledgeable and professional, the 
first one towered over the others. This 
revival of Maoist statecraft runs counter to 
many of Deng's teachings about 'thought 
liberation* and 'theoretical exploration*. 

Beijing has asked top cadres in each 
province and major cities to profess 
allegiance to the leadership collective with 
president Jiang Zemin at its core. Meetings 
have been held in all provinces and main 
cities to discuss the political requirements 
of the new era - euphemism for the post- 
Deng order. The party bosses readout centra) 
committee documents oh the overriding 
importance of maintaining unity with the 
centre particularly in view of 'unexpected 


incidenu in the new efa^ AturiyM famijiar 
with such activities point out that simitar 
exercises in consensus^building were 
undertaken in the last days of Mao^ 
immediately after the fall of the Gang of 
Four in 1976 and soon after Deng's 
assumption of power in late 1978. 

The most remarkable achievemenis of 
Deng have been in the field of economic 
reforms. To legitimise China's commitment 
to a long-term programme of deveUrpment 
based on an increasingly mixed economy 
und pursued in a setting in which the party 
commands but does not directly administer, 
the Chinese leaders guided by Deng 
formulated especial ideological concept 'the 
primary stage of socialism*. The departitre 
from orthodox Marxism-Leninism was 
justified by reference to the undeveloped 
character of the forces of production and to 
the uniqueness of China's historical 
conditions. 

Many in the west had predicted that 
Chinese leaders would respond to the col¬ 
lapse of the socialist governments in eastern 
Europe and Soviet Union by jettisoning 
economic reform and closing the door to the 
outside world. Instead the Chinese leader¬ 
ship concluded that economic failure had 
been the main cause of east European govern¬ 
ments* downfall. This reinforced the belief 
that domestic economic growth is essential 
for iho survival of a socialist system. 

Ii w.is alter Deng's trip to the Special 
F:i onomic Zones in southern China in early 
1992 that market reform really gained 
momentum. It was then that he tried to end 
(he ar ment over what constitutes capitalism 
and socialism. Whether a move is 'capitalist* 
or 'socialist*, he said, depends mainly on 
whether or not it will benefit the living 
standards of the people. The strategy of 
accelcf aied growth and enhanced economic 
retiirin was adopted as official policy at the 
I4(h Party Congress in mid-October, 1992 
which (tcognised the legitimacy of 'a 
siK'ialist market economy*. 

Deng had already elaborated on his theory 
that only economic progress could save 
Chinese-style socialism. "If the economy 
improves other policies will succeed and the 
Chinese people's faith in socialism will be 
enhanced. If not socialism not only in China 
but in the rest of the world will suffer." 

China will not adapt 'instant capitalism* 
or shock therapy a la eastern Europe as 
some believe. There is a broad spectrum of 
CCP leadership committed to a so-called 
east Asian approach to economic reforms - 
market elements coupled with macro-level 
adjustments and controls. 

Chinese leaders admit that economic 
reforms have led to social tensions and 
disparity between the centre and the regions. 
The relations between the centie and the 
regions are bound to worsen in the near 
future. There is on one hand the tug of war 
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batweco the ewM mi ttie i BBett i ee. • 
iane hiiMi^dieatHiamOiithe 
odw hand the leiiekiaiidii between ‘Rret 
WoiM Chm’meaniiif dweoiiiiimet ooaat 
and Thiid WoridCbtaia' neaninf thecenoil 
and weiteni paiti of the nation, could aho 
become more atrained. 

Hie problem of eegkmal imbaleace wu 
addnaae d with cimhiy by Li Peng dming a 
major coofmenon on 1%et in the aummer 
of 1994. “We mnst lecogme the diapadty 
(between rich and poor onea) and eacawage 
areaa wlih neceasary oowUtiona to develop 
further. We must aleo adopt effective 
meatuies to help ateai that have fhllen 
behind to apeed up devekipment in aider 
toeapeditefthegoaioOeanMnanprosperit/'. 
‘Fhpin’ (help (be poor areaa) has become 
a pcdithai alogan echoing the Maoist 
ided of 'common protperiiy*. 

RoutcoABMir 

One irf the moat cracial praUemt Deng 
will leave owesolved is the identity and role 
of the anny and its ndationship with otiiw 
aspects of tile polity. After ntid-)9l9 Deng 
fuacinded his ouherconoept about 'defence 
owdendsatiott' and die separation of the 
anaur and the party and subanming the party 
under dvaianoonarol. From that tilne Deng 
akiiftiily usadarmy baeklngto beat back the 
chtidange of theconaarvatives and cemni 
pbemertinfieyingklly IPfDand 1994 the 
army became the principal guanaiiee for 
Deng’s succesaion strategy propping up the^ 
autiwrity of dm maiastroaffl feotion led by' 
Jiang end helping it to maiatain aupremacy 
in the pott«Jhpng era. 

The current status of the People’s 
Liberation Army has ettmcied criticism as 
‘a amie witbhi a Mate'. Political repreienta* 
tion of the PLA in the Mgheit coundls of 
the petty end government have considerably 
inerroaed in the teoem period. It is admitted 
that the party and army authorities have 
failed to ch^ the mMbroomiag .PLA 
huainenempim or to inatal a proper soper- 
viahm end anti-«acniptian madumism. 

The liberation Anny Dally, in early 
Daromher 199* iwpwMted aHnnover money 
wQiahip in tim army. It etdMNied:'TVh ffiuet 
loacb cadrai and wMffv in practiit *the 
6|tiiit of aelfleaaneai\ to promote the idea 
of‘serving the paople all the way’, to‘find 
a place in their hearu’. to mainteia dm 
‘politico cdoots of rovoitttionaiy soldien’ 
to chant aloud the riogan 'serve the people 
nnielSshly’ tobewaiy agaiiisttiiecorni|ition 
of pntiiigaoy and coi^ously subnim to the 
teat of a comptaa aociety”. 

h te nm ahtefa lanwaahamd dtet Deng j 
hnd MAmglmmIda MamlagB In the aeti* 

aa:iDamocraejr Wall to d» late I9TSb. ; 
Uns ivhen thi jbommmm lid to vmr hi* 
Mdidild uiiildiilw lift ipok die .4 


iftlmiNiifiig the 'four basic piinciples'; 

for the socialist mads people's 
lk«M)Cfatic dictatorship, leadmhip of the 
CCP, Marxism-Leniaism-Mao Zedong 
dmught. 

Vi^le Deng succeeded in blazing some 
newtiiils in economics he could not overhaul 
the party’s fundamental approach to 
governance. While he underscored the 
importance of replacing the rule by 
pemnality with modem systemic statecraft 
Uttle was done about it. 

By early 1994 it became evident that the 
leadenhip was beginning to realise the 
consequences of lack of political reforms. 
Sevetil recent statements indicate a new line 
declaring that policies should only be adop¬ 
ted if they have the support of the people. 
The shift in party thinking obviously with 
the blessings of Deng was announc<^ in a 
front-page commentary in the official party 
organ the People's Doily on November 7, 
19M. The article in describing the essence 
of Deng's thinking as contained in the new 
edition of hh Selected Works said it consisted 
of respecting the interests and wishes of the 
broad masses. It went on to explain that 
according to Deng’s approach the point of 
departure and ultimate consideration for 
formulating various goals and policies are 
’^i^iether the people support them, whether 
they agree with them and are happy with 
dim''. Analysts point out that this new 
popular twist to Deng’s thought went beyond 


and perbftps even Jigibist the criterii for 
evaluatihg policies whfeh Deng lidd down 
during his famous 1992 trip to the south. 
’'The sole factor to be considered in 
determining the usefulness of a policy was 
whether it expedited economic growth, 
promoted productivity and boosted the 
comprehensive strength of the nation”, he 
said at that time. 

The most authoritati ve document defining 
the reason why a more democratic system 
is needed, the means by which it can be 
promoted and the frontiers which cannot be 
transgressed remains even today Deng’s 
speech of August 18, 1980 to an enlarged 
session of the politburo. The goal forcefully 
proclaimed is ”to perform and perfect in a 
practical way the party and state systems 
and to ensure on the basis of those 
systems, the democratisation of the political 
life of the party and the state, the demo¬ 
cratisation of economic management and 
the democratisation of economic manage¬ 
ment and the democratisation of the life of 
society as a whole”. The goal remains very 
distant. 

As the successors of Deng prepare to cross 
the century without the New Helmsman they 
inherit a rich but complex and contested 
legacy and carry the burden of many 
unresolved basic issues including that of 
finding a proper balance between economic 
and political reforms for 'socialism with 
Chinese characteristics’. ' 
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PERSPECTIVES 


Pooliiig of Central Ilixes for Devcriution. 

ISGoiati 


The pooling of central taxes for devolution to the states, as 
recommended by the Tenth Finance Commission under its *altemativ€ 
scheme^ is very narrowly conceived. The commission ignores possible 
alternatives such as transfer of the entire field of domestic trade 
taxation to the states. 


IN this note my purpose is to deal only 
with the alternative scheme of vertical 
devolution recommended by the Tenth 
Finance Commission (TFC hereafter) for 
adoption with effect from April 1996. While 
the centra) government has given no 
indication of the view it takes on the 
recommendation, it is very necessary that 
the matter be debated thoroughly before 
the government goes to parliament for the 
required amendments to the Constitution 
on an extremely important aspect of central- 
state financial relations. 

The main features of the proposed 
alternative scheme are: (i) instead of 
allocating to the states specified shares of 
the centre’s revenue from only income tax 
and excise duties, they should be allocated 
a share of the aggregated pool comprising 
the gross tax revenue of the centre, (ii) the 
share of the states be fixed at 26 per cent, 
(iii) this will also cover the grant-in-lieu 
of tax on railway passenger fares, (iv) an 
additional 3 per cent be allocated to the 
states in lieu of the additional excise 
duties the centre is currently obliged to 
levy in lieu of the sales tax on three 
commodities that the states have, under a 
tax rental arrangement, agreed not to 
impose, (v) while the states will be 
precluded from levying sales tax on these 
three commodities, the centre will merge 
the current additional excise duties with 
basic excise duties, (vi) taxes listed in 
Articles 268 and 269 of the Constitution, 
other than central sales tax and consignment 
tax, shall form p^rt of the proposed central 
pool, (vii) surcharges imposed by the 
centre Tor the purposes of the union’ 
will however, not form part of the central 
pool, (viii) the proposed ratios of 26 and 
3 per cent on the basis of which the 
states’ allocation will be determined out 
of the central pool shall be reviewed after 
1S years, and (ix) the horizontal distribution 
outofthe centr^ pool as well as of various 
grants (except grant-in-lieu of tax on 
railway passenger fares) will still be as 
recommended by TFC and subsequent 
finance commissions. 


PRINaPLE OF POOUNG 

As far as the principle of pooling the total 
tax revenues of the centre for the purpose 
of determining the states’ share thereof is 
concerned. TFC is on strong ground in 
recommending a move away from the exis¬ 
ting system of the states sharing revenues 
from only a few specified central taxes. 
There is considerable force in TFC’s 
argument that pooling will enable ’’the states 
to share the aggregate buoyancy of central 
taxes" and, at the same time, the centre will 
be less constrained in its tax effort by the 
need to share its fruits with the states. Of 
course, the fact that the two central taxes, 
income lax and excise duties, presently 
shareable have, as TFC notes, shown less 
buoyancy than the other two major central 
taxes, viz, corporation tax and customsduties. 
may have more to do with the obligation to 
share the former’s proceeds with the slates 
than their inherent characteristics. The 
question therefore does arise whether pooling 
of all central taxes for purposes of sharing 
with the states will really improve the centre’s 
incentive to mobilise aggregate tax revenue 
or it simply distributes the disincentive 
evenly over the various central taxes. Let us 
not forget in this context that even the ratio 
of'29 per cent proposed for the states* share 
of the central pool is not insubstantial. The 
central government is reported by TFC to 
have argued in its nnemorandum to the 
commission that in order to raise Rs 100 
crore for itself through excise duties it 
would have to raise Rs 182 crore because 
"45 per cent of any increase in the yield 
will accrue to the states’’. 

Under the proposed pooling arrangement 
the centre will no doubt have to mobilise 
Rs 141 crore instead of Rs 182 crore in 
order to raise Rs 100 crore for itself through 
excise duties, but the centre will no longer 
have the choice between excise duties and 
corporation tax or customs duties unless it 
chooses to raise the additional revenue 
through surcharges imposed Tor the pur¬ 
poses of the union’ which the proposed 
scheme keeps out of the central pool. Even 


assuming that the states are agreeable to the 
proposed ratio of 29 per cent for them in 
the central pool, and to the proposed stipu¬ 
lation that it can be review^ only after IS 
years - assumptions that, as we note later, 
may not quite hold - any upward revision 
of the ratio in future will raise the question 
of the shareability of central taxes acting as 
a damper on the centre’s tax effort with even 
greater force. 

Why, one is tempted to ask, should we 
not consider an alternative to the proposed 
pooling of central taxes, namely, transferring 
some of the taxes currently on the Union List 
to the State List?. TFC speaks of the "many 
deficiencies’’ in "the Indian tax system, 
heavily dependent on indirect taxes, with 
union excises and state sales taxes comprising 
the core of the domestic trade taxes’’, and 
the need for tax reform, but gives no evidence 
of considering the transfer of the entire sphere 
of domestic trade taxes to the states as an 
alternative to its suggested scheme of pooling 
central taxes for the purpose of sharing the 
proceeds with the states. The obligation to 
share its revenue will no longer act as a 
damper on tax effort. Additionally, several 
of the deficiencies which currently affect the 
system of domestic trade taxes but which 
arise because of the sheer hierarchical 
division between the centre and states might 
get corrected as a consequence. In any case, 
the task of reforming domestic trade taxes 
will then become the sole responsibility at 
one level, namely, that of the states. 

The major objection to considering this 
alternative to pooling would be that as a 
consequence the states would be allocated 
a source of tax revenue yielding more than 
the proposed 29 per cent of total central tax 
revenues. This brings us to the question of 
the proposed ratios of 26 per cent and 3 per 
cent for the first 15 years. 

Adequacy of Ratios 

TFC has worked out the ratios on the 
basis of what currently accrues to the states 
by way of shares of central revenue from 
income tax, basic excise duties and grants- 
in-lieu of tax on railway passenger fares on 
the one hand and share of additional excise 
duties on the other. During the quinquen¬ 
nium, 1990-95, the average worked out to 
24.31 per cent for the former and 2.95 per 
cent for the latter. Against this background 
and taking into account that it was recom¬ 
mending inclusion of taxes other than central 
sales tax and consignment tax under article 
268 into the central pool, TFC proposed the 
share of the states at 26 per cent and 3 per 
cent respectively. But isn’t that a rather 
narrow way of looking at the question of 
vertical distribution of finances? 
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1 r one takes the view that the way resource 
transfers from the centre to the states have 
currently been taking place departs con¬ 
siderably from what was conceiv^ of under 
the Constitution, namely, their taking place 
primarily under the statutory auspices of the 
Finance Commissions, be they in the form 
of tax sharing or grants-in-aid, then the 
proposed pooling arrangement with the 
slates' entitlement fixed at 29 per cent is 
tantamount to freezing the status quo. Under 
proposed new arrangement also the states 
will continue to depend for a major part of 
central transfers on channels other than the 
Finance Commission. In this connection, it 
is pertinent to note that, as the figures given 
out by TFC show, in 1994-95 (budget esti¬ 
mates) out of the total revenue account 
transfers from the centre to the states of 
Rs 47,(X)0 crore, as much as 48 per cent 
was in the form of grants, four-fifths of 
which were outside of the statutory frame¬ 
work, comprising almost, entirely central 
assistance for state plans and ai^sistance for 
central and centrally-sponsored schemes. 
Keeping this in mind and also that the states 
have generally piefcnrcd central re.sourcc 
transfers untied and within the statutory 
framework rather than as tied transfers 
linked to one scheme or another, the 
altemaiive of the states being allocated the 
entire yield of domestic trade taxes, including 
excise duties and sales taxation, might be 
more acceptable to the states without depn- 
ving the centre of access to funds for its own 
purposes. 

Let us anticipate one possible objection 
to transferring domestic trade taxation in its 
ententy to the states in place of the existing 
tax-shanng-cum-grants arrangements. It 
could be argued that under the existing 
arrangements as well as the arrangements 
for pooling of all central taxes, the Finance 
Commission and other central agencies 
are, and wtl) be, able to play a significant 
redistributive role. Whether or not the 
Finance Commission and various central 
agencies do actually succeed in playing an 
effective redistributive role is a question 
that IS not yet quite settled. Still, the point 
remains, namely, that the need for redistri¬ 
bution among the states, given the disparities 
in the levels of development, cannot be 
denied. The question is whether such a role 
for future Finance Commissions could not 
be thought of within an arrangement where 
the states enjoy much more adequate taxing 
powers, adequate in terms of their respon¬ 
sibilities under the Constitution, and still 
a redistributive mechanism is devised. 
Maybe some amount of pooling out of the 
tax revenues the states themselves mobilise 
is considered necessary for the purpose. 
And it cannot be ruled out that this will 
involve .some inter-state transfers and the 
relatively better off states or states identtfied 
as those fewer or no special problems may 


have to part with a port ion of the lax le venues 
they cc^lect in favour of other states less 
advantageously placed. So future Finance 
Commissions will have an important role to 
play in ensuring inter-state equity in access 
to finances even If taxing powers were more 
evenly distributed between the centre and 
the states, as is suggested above as an alter¬ 
native to the proposed pooling of central 
taxes for the purpose of devolution to the 
states. 

AODITIONAt ExGSE DuTIES 

The TFC proposal to include additional 
excise duties also in the central pool is not 
as simple as it sounds. The additional excise 
duties are being levied by the centre under 
an arrangement agreed upon with the states 
whereby the states surrendered their 
constitutional right to levy sales tax on sugar, 
tobacco and textiles. Even if the 3 per cent 
ratio proposed by TFC to be allocated to the 
states out of the proposed central pool sounds 
reasonable in the light of past data, the point 
remains whether the states would not be able 
to raise considerably higher revenue from 
levying sales tax on these three commodities, 
if the power to do so reverts to them. The 
pooling proposal puts paid to the states' 
right to impose sales lax on these eminently 
taxable items, one of them at least at 
substantially higher rates. While, a.s TFC 
notes, the states have been complaining in 
the past about the tardy implementation of 
(he above agreement by the centre, the 
commission overlooks to mention that 
several states have argued for the right to 
impose sales tax on these three items to 
revert to them. After all, the states levy 
sales tax on several hundred other items. 
Why not also these three? Of course, if the 
suggestion to transfer in entirety domestic 
trade taxes to the states is acceptable, the 
question of taxing of these three items.^ 
whatever the manner of taxation, at this 
level or that, disappears. 

Under the propos^ central pooling of tax 
revenues, the additional excise duties arc to 
be merged by the centre with the basic excise 
duties. But it is not clear whether inter-state 
di.stnbution of the 3 per cent of the central 
pool will be made on the basis of the formula 
TFC recommends for the basic excises or 
for the additional excise duties, as and when 
the proposed pooling arrangement comes 
into effect. In this context, it is also pertinent 
to note that no Finance Commission, 
including TFC, has been particularly 
satisfied with the data on the basis of which 
to determine the inter-state distribution of 
the revenue raised from additional excise 
duties. 

OiKEit Issues 

Surcharges: The question of surcharges that 
the centre levies Tor the purposes of the 
union* has always created misgivings among 


ilie states on the gioutid thtt die 
the power to levy surchatges more often as 
a device to deprive the stales of a share of 
the divisible taxes than to meet any 
extraordinary ‘emergent but temporary* 
demands on the union government. By 
recommending that the centre should 
continue to have the power to levy sur¬ 
charges for the purposes of the union and 
that these should be excluded from the 
sharing arrangements with the states even 
after the proposed central pooling comes 
into effect, TK has allowed a ma|or source 
of the states' grievances to remain. 

/5- Yeariy Reviews: TFC* s recommendation 
is that the states’ share out of the proposed 
central pool should remain fixed at 29 per 
cent (26 per cent plus 3 per cent) for a 
period of IS years and then be reviewed. 
But the commission is not recommending 
the principle of revenue equivalence for 
15-yearly reviews. As it observes, *‘wc 
have used the criterion of revenue 
equivalence only for the initial fixing of 
the above ratios". To mandate the revenue 
equivalence principle in subsequent 
reviews would have negated a very major 
objective of pooling of all central taxes, 
namely, of ridding the centre of the 
constraint of having to share a substantial 
part of the fruits of its tax effort with the 
states, though the negative impact would 
operate with a time-lag. But the commis¬ 
sion fails to lay down the principles for the 
15-yearly reviews to follow, possibly 
because it itself relies altogether on the 
revenue equivalence principle, ignoring 
the expenditure needs of the .states arc tar 
greater than what would be covered by the 
recommended ratios Not for nothing are 
the current central resource transfers to the 
states substantially larger than what accrues 
to them through the Finance Commission 
mechanism. 

Inter-State Trade: While TFC has rightly 
taken care to explicitly exclude central sales 
tax and consignment tax from the purview 
of the pooling arrangements even though 
they fall under Article 269, it is important 
that in any new constitutional rearrangement, 
measures impinging on the states* financial 
powers are not left altogether to the centre's 
discretion. The consignment tax provides a 
classic example of how weak the existing 
institutional mechanism is in making the 
centre implement solemn decisions relating 
to the taxing powers of the states. Something 
on the lines of German federal financial 
relations is worth considering. 

To conclude, the pooling of central taxes 
for the purpose of devolution to the states 
as recommended by TFC is not only very 
narrowly conceived, it also ignores other 
possible alternatives like transferring the 
entire field of domestic trade taxation to 
the states which could make the states 
financially more self-supporting. 
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REVffiWS 


Lookiiig Ahead to the Past 

VMRm 

Economic Liberalisation and Indian Agriculture edited by G S Bhalla; 
Institute for Studies in Industrial Development, New Delhi, 1994; pp XXXIII + 
398, Rs 300. 


I 

THERE is considerable anxiety among 
policy*>malcers as well as among those 
studying Indian society about the con¬ 
sequences of the policies for liberalisation 
for agriculture and for the Indian economy 
as a whole. Even those favouring libera¬ 
lisation of industry and trade'and removal 
of domestic controls appear to develop cold 
feet when the case of agriculture is considered 
for opening up the sector to market forces 
and to the operations of domestic and MNC 
Higers*. In fact, it is possible to see ahead 
a phase of conflicting pressures on the 
government from urban groups arguing for 
retaining a substantial measure of public 
support anb guidance for agriculture and 
farm lobbies demanding industry status and 
privileges for their activities. Considering 
the recent political trends, a good guess 
would be that the focus of policies would 
increasingly veer towards the latter group 
though, at the same time, attempts would 
also be made not to antagonise the urban 
interests. A characteristic feature of policy- 
making in India is that such balancing acts 
often tend to confound not only those affected 
by policies but even the policy-makers 
themselves as a result of different ministries 
working at cross purposes. 

In this context, the book under review 
which takes a comprehensive look at policy 
issues relating to agriculture would be of 
particular interest to scholars and policy- 
researchers studying Indian economy. The 
book is an outcome of the initiative taken 
by 'agroupof social scientists', with financial 
support from the Food and Agriculture 
Organisation of the United Nations, to 
explore a middle course combining the best 
features of both controlled regimes and 
liberalised markets and private enterprise. 
The book contains papers prepared by the 
group on the theme 'Agricultural Policy in 
the New Economic Environment' and the 
proceedings of a national workshop held in 
September 1993 to discuss the papers. The 
group has impeccable credentials for policy 
analyses; the authors of the papers as welt 
as those who have commented on them are 
eminent academics with many years ot active 


association with top policy-making bodies 
in the government. A possible shortcoming 
of the group is that it consisted of only 
economists and agricultural experts who are 
prone to be a shade too confident of their 
ability to prescribe policies for the good of 
the nation. Presence of sociologists and 
political scientists would have certainly 
helped the group in articulating an approach 
and perspective more in tune with the assess¬ 
ments and insights of social scientists'. This 
point will be taken up later after having a 
look at the policy prescnpiions offered by 
the book. 

II 

Owing to substantial overlap among the 
papers and the workshop sessions, the pnority 
policy tasks identified in the workshop are 
enumerated below without attributing them 
to particular auihors/discussants. It is best 
to begin by taking note of the main causes 
of anxiety in the group and the broad strategy 
It would like to be used to tackle them. 
"Adjustment programmes, which are 
designed to restore macro-economic balance, 
might land India into serious short- and 
medium-term problems of inflation, slow 
down of inlrastructural investment, erosion 
of food security, accentuation of mtra- 
personal and intra-rcgional tnequaiitics and 
deceleration in ihc growth of the domc.siic 
economy including, ot course, agriculture . 
in order to ensure that the liberalisation ot 
agriculture leads not only to higher growth 
but also to greater equity and conservation 
of natural resources and protection ot 
environment, the market-oncnied policy 
reforms would have lo be accompanied by 
institutional reforms and measures lodevciop 
infrastructures, support systems and alter¬ 
native technologies. A major part of the 
effort in these areas would require public 
investment. Also, regulation, particularly m 
the area of environmental protection, would 
be necessary not only to supplement the 
price mechanism, but also, in fact, to check 
the adverse effects of the ruthless operations 
of the market forces." 

Viewing the agricultural situation from 
this perspective, the papers presented in the 


workshop highlight the following priority 
tasks for agricultural policies. The intention 
here is only to understand the broad ap¬ 
proach of the group as reflected in their 
stand on major issues without going into 
the details of any particular policy For this 
purpose, a summary listing is given below 
which has been prepared by drawing 
verbatim on the excellent Introduction’ 
given by the editor. 

(1) Strengthening the planning process in 
India with a view to increasing public 
investment in agrtcuhure. reviving private 
investment and implementing agro-climatic 
planning for growth. 

(2) Large public and private investment 
for expanding the imgation system: speedy 
exploration of irrigation potemial from major 
and medium sources and completion of 
ongoing projects; ensuring conjunctive use 
of surface and ground water. 

(3) Large infrastructural investment lor 
bringing about specialisation both m crop 
and allied agricultural activities and 
diversification towards dairying, horti¬ 
culture Expansion of rural electrification in 
the eastern region. 

(4) Both rural credit institutions and 
commercial banks woiking m rural areas arc 
facing financial difficulties mainly because 
of excessive overdues and the higher costs 
involved in maintaining a large number ol 
small accounts. Reforms in the linancial 
sector need to be an integral pan ot the 
structural adjustment programme. In this 
connection, attention has lo be given to 
improved viability of credit institutions 
through belter management, development 
of skills lor appraisal ot rural tending, 
profiiabiliiy of investment and technology 
of production and political taciors like 
subsidy and loan waivers would have to be 
kept in check. 

(5) The leonenlalion ol the technology 
policy in ihc context oJ the new economic 
policy should, in addition to meeting the 
challenges of diversification ot agnculiurc. 
remedy the existing deficiencies such as 
excessive concern with yields rather than 
profitability and neglect of unirngated areas 
and dryland crops The real challenge is to 
identify the research needs in various agro- 
climatic areas with a view' to developing 
area-specific technology packages and 
cropping patterns that are consistent with 
ihcir resource endowment so as to realise 
their potential comparative advantage. 

(6) Modem technological developments 
warrant the creation of new institutions like 
agro-industnal complexes that undertake 
integrated processing of various field and 
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The major concerns of this book arc to THI CULTURAL 

idcnufy effective styles of leadership^ the MTByT 

constructive uses of power slnd how a B A 

synergetic work culture can be built within %9m LEiAlBBRiBilrll^ 

an organization. Leadership and power are AND POUriR 

seen to have culturally invariant components. Jil B P fiinita 

The main .sirengtli of the book lies in the 

fact that it provides an integrated view of the most recent theories of leadership and 
power in organizations. The evidence in support of these theories is critically' 
examined without resorting to $t<i<ii»tirs^while concrete examples are provided without 
technical trimmings. 
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and Indira J Parikh , 

Oiiu utumi* j retained many 

social, cultural, individual and organizational forms 

and processes from its agrarian roots, it has also 

adopted new forms from the technological milieu, 

but without the cultural and contextual processes. 


This book explores the transition of Indian society from 
agrarian-rural to technological-industrial and is based on the 
experiences of the generation which grew up in the 1970s and 
1980s. Indian society, the authors argue, has attempted to 
synthesise the western and the eastern ethos. While it has 
retained many _ 
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plaiitstion finqn. The new institutions! 
fnunewoik must in no case be dominated 
by large corporations and multinationals; it 
must rather enable a large number of siimII 
farmers to participate in and benefit from 
agro-processing. This underlines the need to 
develop a co-operative network. Farmers’ 
co-operatives will have to give special 
attention to marketing. This is how they will 
be able to compete with large corporations 
that excel in this area. 

(7) Integrating the trade policy with the 
price policy would enable India to meet 
better the objectives of providing iiiicenti ves 
to producers and reasonable prices to the 
consumers. However, for a big country like 
India with rapidly increasing population, a 
policy of itear self-sufficiency in food is 
necessary not only to avoid the high risks 
involved in international trade but also 
because of the dependence of a large 
proportion of its workforce on food 
production. Further, with a high share in 
world agricultural output, small country 
assumptions do not hold true as India’s entry 
in the world trade would significantly affect 
world prices. This is the more so because 
of the glaring imperfections and interventions 
in agricultural markets and also because 
world prices are determined by very small 
surpluses. It can be argued that tariffs on 
imports and taxes on exports should be higher 
than the usual optimum levels. Also 
quantitative restrictions on trade should 
continue in some commodities like 
foodgrains along wrth retainingbuffer stocks 
for food security reasons. 

(8) Farm level price controls, controls on 
input supplying or output disposal indus¬ 
tries that inhibit agro-processing and diversi¬ 
fication need immediate reforms. There is 
also an urgent need to remove controls like 
quantitative restrictions on stocks and 
domestic movements of agricultural 
commodities, price controls on inputs like 
cooling equipment and restrictions on 
investmem in agro-processing, distribution 
and marketing. As regards input distribution 
systems, the intervention by public sector 
agencies, which have an important pro¬ 
motional role to play, would have to continue. 
At the sametime, in order toensureefficiency. 
and better allocation of resources, it would 
be necessary to have rational pricing of 
inputs and gradual withdrawal of subsidies. 
Groundwater markets should be made more 
equitable as between the small and laige 
fanners. A co-operative of small holdings, 
which brings diem together, would be a 
useful institutional innovation. 

It may seem strange that the group should 
reconunend a policy package which is tiwch 
more in tune with a planned regime thiu a 
‘liberalised* economy. It it a package which 


assumes that the state would eoadnue to 
control the ‘commanding height’ of die 
economy. The package not only vltiialiiot 
several ‘promotional’ interventioM by^ the 
state but the state is also expected to be the 
ring master cracking the whipatthetiferiidi 
markets and, even, to build up oo-operadves 
and similar organisations for the poor. It 
would be a good guess dial, given thehr 
intimate association with ptdicy-fflddng in 
yesteryears and their commitmett to valllBt 
and goals underlying these poHdes, the 
members in the group have looked m the 
future primarily in terms of the unflnldied 
tasks of the past. They seem to believe that 
a desirable and practicable strategy for the 
country would be to pursue the Job of com¬ 
pleting these tasks with addeddetermination 
and $en.se of urgency. A more suitable dde 
for the book would have been ’BcoMmiie 
Planning and Indian Agriculture'! 

in 

It would indeed be a happy situation for 
the economy if (he group were right in its 
diagnoses and prescription. *1110 papers arc 
impressive in (heir logic and documentation. 

' And, yet, (hey may leave many readers with 
gnawing doub(s - as (hey have this reviewer 
- about the attributes and capacity of the 
state to play (he heroic role assigiwd to It 
by the group members. Let us briefly describe 
the way in which a rural investigator Is likely 
to view the emerging situation. He finds 
abundant evidence in the field that, even 
after over four decades of devdi^MneM 
policies, the ability - and even the wifflng- 
ness - of the state to help poor people and 
poor areas in a sustained maimer remains 
deplorably weak. A telling example is die 
almost total absence of price support to poor 
farmers' crops like jowar and bidra and to 
potentially profitable crops like jute in the 
backward pockets. Whilethegroupisworried 
about infrastructural investments, it is 
commqn knowledge that rural roads.schools, 
dispensaries, etc, even where they exist am 
in a dismal condition. As regards ensuring 
good behaviour by the markets, it is hardly 
a secret that the government often does not 
have even reliable production and market 
arrival statistics for crops sufficiently in 
advance and relies on the figures gathered 
from trade circles! Regarding inttitutiea 
building, state sponsorship and support 
appears to be a sure way to crotte 
organisations which prom|^y boeeme 
parasites feeding on the nmt peapie radier 
than serving them. The point is that theie 
features am not aberrations which time wifi 
wear down. If the ‘groupof social adendsts’ 
had spared some time to consider the viewa 
of sociologisu and political sdendsti, the 


deUbonthms of the giotip coukl have . 
oovered lekvant aqiects of our siiantion ' 
like theoonsequenoes of ptditical coMiol of 
the state by coniendiag ^te groups and 'k 
daiacteriaticsid'dieenofmonalyexpanidng 
bureaucracy as a diange agett. To be sure, 
die papers ^ ooniain occasitmal refotenees 
to vested iniensts and political fseton but 
appamndy the group believes that a deter¬ 
mined state can always find ways to shoo 
diem away. 

The group should have also considered 
another piii^ where, agahi, the presence 
of aodal sdeodsts other than economists 
could have been of hdp. While the group 
is alaniied about the dediiie in agrioiltural 
investmentsduringdie I980i,an unexpected 
turn in Indian agrfotdture during this decade 
has been sh^ lucreeses in oilseeds 
praducticRi bi {MUBs dke Madhya Prodesh 
and Rejasdian and temarkaUe giwtb in die 
production Of rice in the ‘semi-faudaUstic’ 
areas in eastern India. Waa this growdi more 
maiket-driven than italB4U|gxirted7 State 
inierventians at the grass roots level are 
known to be weak in these areas. Again, how 
is it that while areas imder coarse cereals are 
decreasing, the yields of these crops are 
increasing over dme? Answers to these 
puzales would be quite relevant when 
considering the agriculture policies for the 
liberafisation phase. 

It must be mendoned dial there Is much 
in the boidc which Is of use and relevance. 
Paiticnlartyimpoitamisthegroup’s warning 
against too hasty a plunge in the shark- 
infested international waters. What is 
sur p risi n g is that ktUla thme h detailed 
(HscUision of indivldoal pofides the group 
did not consider it nooeanry to examine die 
policy-mtlldqg prooasies and (he constraints 
on development policies existing within the 
government and in (he society at latge. Such 
an examination is essential when the policy¬ 
maker himself is changing the policy 
paradigm from planning to liberalisation. 
Possibly, the group aUowed itself to be 
exoessivdy swayed by the stereotypes of 
‘good’ government vs ‘bad* markets as 
some others economise on hard thinking 
by relying on the reverse-and more 
siidslBr-stereotypes of 'food' market vs 
‘bad’ government, it is also possible that the 
group with many distinguished members 
wtio have mnde rich coMiributions to policy¬ 
making in die past could pot keep their 
(hinkliig sufTidently above feelings of 
nosudfhi and pride aisoeiaied widi that 
period. Whatever the reason, while thegroup 
takes some useful steps towards 
understanding the pidicy impUcuduAs of 
Mierdisation. they seem to have hdiliad die 
great leap forward which an admliwUhetids 
reviewer expected of Aein. 
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Speee/d tAt 

SandiU 

AT THE COMPANY’S 
NINTH ANNUAL GENERAL MEETING 
HELD IN BOMBAY ON 
MAY 02,1095 




H gIvM iM grMt piMsm to wilooim you to tht Mh AniHMl 
QwmmI Mo o ting of youf Comply. Wo ora portculorly happy that 
wo hoMO tMHh ui Mo oltoffloon, Hor Excolloncy, too Ambonador of 
FMand for too AQM. It is voiy gradouo of hor to hovo aeooptod our 
bwllotton to attond tois AGM. 

Tho Ropoit and Accounts of yogr Company, incfuding too Nolioo to 
too Sharahotdors, havo boon in your hands tor soma fimo and, wflh 
your pormission, I shall tako toom as road. 

I am plaasod to ropoit on bohaif of too Board toot your Company 
has acNovod OKOollont rosuHs for too yoar ondod Oooombor 31, 
19M. In too porlod under roviow, your Company maintainod its pro- 
omfnont pooilfon in Hs fMd of capMo power gonaralion, and oamod 
a not profit of Rs. 7.2SerofosonanlneomoofRs. 10825 croios. 
TNs is too boot result your Company has achiovod sbico Inooption. 
Total dolh ra ifos of captofo power ptonti-botolmportsd and tooso 
suppled by Khopol • oggrogatod to a record figure of 202 MW. The 
cumuMivo total populalion of land baeod capfKra power planto 
ordered on WartoiiaOlosol now axcoads 750 MW. Suppflasfrom 
KhopoH to dole totol 260 MW. During 1904, your Company booked 
ordon for power plants aggregating to 177 MW • another rocord 
achiovemont 

Your Company otso maintainod Ns strong presence in the marine 
sector by condnubig to doNver engines du^ too year from the 
Group's S w ed is h and French Companios tor tugs, supply vessels, 
mini bulk carriers and floating cranes bu8t by Indian shipyards. 




Tho macro economic structural adjustment programme which 
oommonoed in 1961 has by and large been a groat success. 
Substantia l ly Improvod economic Indicators endorse this. In the four 
previous Budgets, toe Government had demonsbotod Ns total 
commitment to toe economic reform process torough sustainsd 
libeialsatton, despite a certain amount of opposition. Happily, 6w 
1996/W Bu(^ oonlinuee to maintBin toe dkeetton ol rotionallsatiDn 
and fiscal reforms. The Govemmont seeks to progressively remove 
obstructions toat have historicaliy stMed entrepreneurial kiNiative 
and toe putautt of economic acS^. through various Miiatives, ttie 
Qovemnwnt Is seeking to create on envlronrrwrrt In which market 
forces, and not Govemmetil diklat, drive toe oNoeation of resources 


and underpin comnwreial decisions. The policy changes are being 
designod to stbnuiato industrial activNy and raise efficiency to 
kitomalionally competilfve levels. 

The economy has responded posHtvely to these changes, as 
reflectod In toe growto in GOP and in industrial production. The 
recent credft squeeze imposed by toe Reserve Bank of India may 
act as a slight damper on tois but then orw has to accept tt os a 
bolancing act between ‘growto* and ‘inflation' oHhough happily the 
rote of kiflation has been on toe declino in the past few weeks. 

The acoeteroted rate of growto in Imports and exports indicatos a 
resurgence of industrial activNy in toe country. Foreign currency 
reserves ora now comfortably placad, contributed mainly by foreign 
direct and portfolio Investments, euroissues by Indian Companies 
and a reduced foreign trade gap. 

it is a good sign that in toe past tom years, India is emerging as a 
highly attractive country for foreign direct investment, sourcing of 
components arto os a irwnufecluring hub for Asian and other 
markets. Thera is also a deflnito shift in the focus of interest from 
China to India as far os foreign investment is concerned. However, 
as I said last year, the key to our success today lies in the 
immedtote development of our infrastructure. 

In toe ambN of infrastructure, the area of Power has attracted a lot 
of attention. Here again, whilst a large number of projects to 
generate many thousands of megawatts are in toe proposal stage, 
not even one of the eight fast track projects has reaHy got off the 
ground, in toe absence of dear gukfelim and a transparent policy, 
projects are getting stalled, whilst power shortages continue, 
industry suffers, toe Government loses crerflbiilty, and too 
IndeperKfent power producers lose time, patience and money, tn my 
statement last year, I had also menfioned toat the peak power 
shortage will be around 25% and toot the energy shortfall wB be 
nwra 11m 14%. These figures seem to be too optimislic now. One 
redeenting feature, however, is that as large power projects lake 
years to develop, toe State Electrieily Boards have decided to opt 
Moo for medium term power solutions in toe fonn of short gesto^. 
decenballsed, manageable 100 MW OG based power pfants. 

Cm S9iimi9fUDt9tfA' 

Wartsla Diesel maintained its loMting poeiton in toe globai diaoel, 
duaMuel and gas engine power plant market which grew by 19% 
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during 19M to 6300 MW. Aria eonlintwd «D b* fw nwin poDwr plant 
inaitoL In 6 w iMitoa mirtot, Ow total gbM ontorfaook far ship 
kiJidHi vt incMMd. And hMA imin our mWohnritrtfi omoraid os 
mi^ 0 MmI tuitolton of m«diunr«pMd fftarbw cngbiM. 

Our oolnboratoi* ooninuod tttoir nooitoratod bwwtownta In lh» 
now onglno portfolio. Sovorol now ongino vwoiono woio inboduood 
InlOM.Thogoo-ongIno p rDgrom m otoowooo x tondo d oAhtho 
Iniroduclion of now ongfno 1)fpoa. Tho dovolopmont of odvancod 
omMon conltol toehniquoo woo oonHnuod in 6(0 taco M oWctor 
offlioolon roqubonwnli. Low NOk tatauroo in WartiHi Oioool 
ongkwo oignlficanlly foduoo omMom of nlliogon omMos. Evoiy 

in an oil and gai-4irad varalon, 
gMng Ihata anginas true multifual capabiMy. Contldaf^^ 
latouroas ¥wm also aHocatMl to tha dovalopmant of oombi-cyda 
and oombinad tachnology to improva tha nat aladrical aflldancy of 
tha dlasal poMf plant Total RdO axpandMuia by lha W 
Diasal Group amountod to 3.6% of 1994 salas totalling approx USD 
1.5biliion. 

Wartaita Diasal Intarnational, tha global laadar in madkim spaad 
anginas, hava signad an agraamant with Cummins Engina 
Company Inc. tha world's iargast high spaad diasal angina 
manufadurars. to astablish an aqually ownad joint vantura to 
davalop and produca naw haavy duty high spaad anginas to ba 
launchad in 1996. This agraamant oombinas tha raspactiva 
strangths of aso world laadars in davaloping a naw broad of 
advanoa tachnology Ngh spaad anginas. 

) hava often cited our collaboration as a shining axampla of how 
succasstol joint vanturas should ba formad. Our axparianoa in 
working wHh our collaborators has baan ona of trua pailnarthip. 
Warlsila Diasal Group's succass stems not only from tha tact that 
thay ara global laadars in madium spaad anginas and laadars in 
powar plant technology, but also from lhair vary posNiva atdtuda 
toward8,tha markals thay sarva. Thair commltmant and support to 
tha managamant and tha Indian markat Is indaad tha foundation for 
tha succassfui davalopmant of your Company ovar thasa yaars. 

This commltmant to tha indtan powar markat and support to your 
Company is proposad to ba damonstrably anhancad and 
strangthanad through tha axprassad dasira of tha cokaborators to 
incraasa thair sharaholding in your Company to 51%. 

Your Company contfnuad Its training and amployaa davalopmant 
actMtias focussing on tha upgradation of techni^ and bahavioural 
skills through divarsa workshops and training programmas. 

During tha yaar undar raviaw. bahavioural training moduias 
concantrated on skM-spacific programmas in making aftactiva 
businass prasantetions. in appradatlng tha laws of corttracts and in 
practising tha art of goal sattfng and maasuring parformanca. 
Exacutiva Davalopmant and Salas Excallanca programmas 
organisad by WartsHa Diasal Group piovidad your Company's 
senior axacutivas an axcallant opportunity for Interactton with thair 
counterparts and ooNaaguas in tha international natworfc. 

Tachnical training couisas dasignad to improva tha oparations and 
^naintenanoa of customars' powar plants wars conducted raguteriy 
tar custornais* anginaari and oparidors. 

Training, davalopmant and skin updation will continua to form lha 
tacus for organisational davaloprnant in tha yaars ahaad. 


Tha yaar 1996 started with an ordar backlog of about Rs. 80 croras. 
Tha Company has aacurad orders skioa lha bagining of this yaar 
vahted at approximately Rs. 60 aoras. Additionally, tha prasarrt 
ordarbook for imported DG sate to ba daKvarad in 1995 is in excess 
of Rs. 70 cropss. With more than half tha yaar to go. and 
considaringlha list of prospactiva projacts yet to ba finalised. I am 
confidant that tha parformanoa in 1995 ^ ba even bettor than in 
1994. tnduatrias such as Camant. Caustic Soda and Taxtilas ara 
performing wall. In a compalitiva, markat driven economy, our 
customars ara continuously evaluating invastmants that will provide 
them economic and raliabta power. In this economic scenario, I am 
ancouragad to state that your Company's prospects in 1995 and in 
tea future ara axiramaly bright 

Inthaand.if I may strike a personal note, I would lika to taka this 
opportunity to acknowiadga publicly my gratitude to tha Government 
of Finland for the conformant on me by tha President of Finland 
racantly ahlghly prestigious decoration - *CommarKtar of the Order 
of the Lion of Finland* - for my role in enhancing the economic 
cooperation bateM^en India and Finland. In this I am merely a 
symbol. Tha contribution made by others is much more significant. I 
would particularly tike to mantion Mr Georg Ehmrooth, Prasktant 
and CEO of METRA, the Company which fuNy owns Wartsila Diasat 
international. Ha is a vary highly respected IndustriaHst and 
businass laadar of Finland whose support arxl guidance hava 
always baan forthcoming to us. Similady, Mr P-J Hintikka. the 
Piasidant of Wartsila Diesel Intornational. a vary distinguishad 
technocrat srho has baan vary ably assistod by his coiiaaguas. has 
baan a tower of strength to me parsonatly and to this joint vantura. 
Tha FInnfund hava also played a vary construcliva and posHiv# roia 
in aatling up this joint venture. 

Last but not least, the contribution made by H.E. Madam Marjatte 
Rasi, tha Ambassador of Finland and her coiiaaguas to lndo*Finnish 
friendship and economic cooperation has baan unique and 
avarlasting. 1 understand that she is leaving us shortly at the and of 
a vary succassfui tenure to taka up a vary senior position in 
Helsinki. I would like to take this opportunity to wish hsr on behalf of 
all of you - tha shareholders of Wartsila Dim! India Ltd. - good 
health and tha vary bast in tha yaars to coma in her naw 
assignment. 

Before closing, I would like to make a special mantion of tha WDIL 
team so ably lad by Mr Pradaap Mallick for putting in another year 
of splandid parformanca. They fuMy deserve our congratulations. 

And firmlly dear shareholders, our thanks ara due to all of you for 
standing by us through thick and thin. 


WARTSILA mmm. 

fitf^t Ur tdandHtadOflle*: 

Naw India Canlra, 111h Floor, 17, Cooperage Road, 
Bomoay400 03B 


TM* UbM nor purport to be a report on tfw prooMdinps or tfw 
9th Annu^ OmtMl Ua0eng. 
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Governing Fractured Polities 

A G Noorani 

Sri Lanka: Problcnis of Governance edited by K M de Silva; pp xvi-»-42S, 
Rs400. 

Bangladeib: Problems of Governance by Rehman Sobhan; pp xii+29S, 
Rs300. 

Nepal: Problems of Governance by Lok Raj Baral; pp xiii+241, Rs 2S0. 
Pakistan: ProUems of Governance by Mushahid Hussain; pp x+166, Rs 17S. 
All published under the auspices of Centre for Policy Research, New Delhi, 
by Konark Publishers, New Delhi, 1994. 


THESE four volumes are a very substantial 
contribution to the study of four important 
countries of South Asia. One hopes that 
similar studies will he published on the 
other members of SAARC, India and the 
Maldives. Of the four countries covered by 
these studies, three were under British rule 
and are heirs to British jurisprudence and 
parliamentary system. But, like India, all 
are, in varying degrees, fractured polities. 

The gulf between the ruling party and 
the opposition is so wide as to invest the 
political contest with the rancour of civil 
war. In India it began in 1969 with Indira 
Gandhi’s bid for personal power and lasted 
till 1989 when Rajiv Gandhi lost power. 
But in 1990the B JP threw down the gauntlet 
and claimed to be a political party different 
from all others. 

In Pakistan Zulfiqar Ali Bhutto followed 
the same disastrous course in 1974 with 
his drive for total power. Benazir Bhutto 
emulates his example. In Bangladesh 
Sheikh Mujibur Rehman’$ Baksal put the 
country on the same path. There is no 
dialogue between Khalida Zia and Hasina 
Wajed. The Nepali Congress fell because 
of a deep rift between G P Koirala and the 
party supremo Ganesh Man Singh. Both 
Sirimavo Bandaranaike and Jayawardene 
adopted authoritarian policies and imposed 
on Sri Lanka constitutions tailored to suit 
their requirements. One must hope that 
Chandrika Kumaratunga breaks from the 
past and succeeds in forging a national 
consensus not only on the new constitution 
but on the basics of domestic and foreign 
policies. 

The consequences of such deep fractures 
have been disastrous, especially on the 
civil service, the judiciary, the media and 
even academia. As Balfour wrote in his 
Introduction -- itself a classic - to Bagehot’s 
classic The English Constitution, if the 
“divisions tend to he either too numerous 
or too profound, the successful workin^of 
British tnstitufions may be difncult^^or 
impossible*'. It is not so much the multi¬ 
plicity of political parties as the depth of 
their differences which matters: “Let the 
political parlies be reduced to two 
(admittedly the most convenient number 


for cabinet government), but let the chasm 
dividing them be so profound that a change 
of administration would in fact be a 
revolution disguised under a constitutional 
procedure: Docs not this illustration... show 
how delicate is the political machinery 
whose smooth working we usually take as 
matter of course?” (emphasis added). 

These volumes show that, despite it all, 
there is ground for hope. All the countries 
they cover have shown considerable 
resilience. As V A Pai Panandiker, director 
of the Centre for Policy Research, which 
has sponsored these studies, writes in a 
Preface: “The study of governance 
problems is, in essence, a search of ways 
and means of managing the affairs of the 
state, taking into account the obstacles 
inherent in changes taking place in south 
Asian countries.” None of the writers of 
these studies glosses over the obstacles. 
Each succinctly traces the country’.s 
political evolution since its independence. 
Each has an adequate bibliography. 

The study on Sri Lanka is edited by the 
doyen of the country's historians, K M de 
Silva, executi ve director of the International 
Centre for Ethnic Studies. His essays deal 
with politics, including politics of language 
and religion, the political system and 
security and foreign policies, while his 
colleague at Che ICES, Radhika 
Coomaraswamy, writes on the constitution 
and constitutional reform. G H Peiris writes 
on the evolution of the modern political 
economy. De Silva’s Conclusion knits the 
essays together. 

De Silva is right when he writes that 
“Sri Lanka shares with India the 
distinction, among the post-colonial states 
of south Asia, of sustaining a democratic 
political system throughout the four decades 
and more of independence”. However, 
while Sri Lanka has evolved a functioning 
party system and seen many a government 
of one party replaced by another by the 
electorate, India has failed dismally to 
evolve any party system at the national 
level with a party in the opposition ready 
to take power from the government of the 
day should the electorate so decide. The 
two instances of transfers of power in India, 


in 1977 and 1989, were due to exc^ioUal 
circumstances. In each case the winning 
coalition which ousted the Congress fell 
apart before long. Now, the Congress itself 
is coming spun. 

Sri Lanka faces two daunting tasks today, 
constitutional renewal on the basis of 
national consensus and the peace process. 
It has suffered a lot because of its own 
lapses and India’s: 

Post-colonial Sri Lanka has had its baptism 
by fire. Inherited institutions, taken for 
granted, were initially thrown aside for 
mere narrow political and developmental 
needs. This degrading of autonomous 
institutions, whether in the state or civil 
society led to a profound crisis by the late 
1980s. But the crisis itself has created its 
own consciousness and opportunities. 
There is a realisation in an acceptance of 
the sanctity and autonomy of important 
government and non-government 
institutions. The experiences of the past 
few decades have only reemphasised the 
need for the protection of institutions and 
this new consciousness comes out of a 
lived experience and not as a theoretical 
imposition from the west. There is a 
growing acceptance among a wide circle 
of people that without institution building 
neither pluralism nor democracy will 
thrive or grow. Although there remain 
counter-tendencies represented in a strong 
executive president and populist nationalist 
ideology discussed in earlier chapters of 
this book, there is. for the first time since 
the early years of independence, a felt 
need for policies and strategies which 
will strengthen and protect national 
institutions. 

India has a lot to learn from this process. 

Rehman Sobhan, an economist of inter¬ 
national repute, is known for his incisive 
analyses. Bangladesh owes its birth to the 
failure of democracy in Pakistan and all 
that it implies; especially rejection of the 
concept of power-sharing, as the author 
demonstrates with a wealth of 
documentation. The study is particularly 
strong on the political impact of economic 
policies. 

It revolves around the issues of 
democracy, the role of the state and the 
private sector in development, and the 
perpetuation of external dependence for 
sustaining development. Several of 
Sobhan’s laments would remind an Indian 
of the situation at home - the 'personal 
compulsions’ of leaders at the top; decline 
in academia; professionalisatlon of student 
politics; 'the degeneration of the schools’, 
and the devaluation of the professional 
classes. 

There is dire need for a national consensus 
in the task of renewal: 

The current leaderships in both the ruling 
and principal opposition parties have shown 
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liule incHiuitioli to Induct new blood into 
their parties or to reconstruct the political 
culture of their parties. The perspective of 
the two leaders to governance is not with* 
out imporunce since both leaders function 
as arbiters of the direction of their parties. 
This weakness of inner party democracy 
in the principal democratic parties remains 
one of the more serious constraints to con¬ 
solidating a democratic culture and build¬ 
ing a national political consensus. The 
survival of absolutism in democratic pol¬ 
itics leads to the resurfacing of the *pres- 
idential* culture where a strong chief 
executive finds it more convenient to 
operate with the support of coterie of civil 
servants or personally loyal political as¬ 
sociates. If for any reason these leaders* 
own capacity for changing the direction 
and style of governance is weak then 
immobilism sets in both in the government 
and in parliament. If these two strong 
personalities remain mutually antagonistic 
then the absence of democracy within the 
parties means that the search for a national 
consensus is likely to be frustrated. 

The present stand-off between the govern¬ 
ment and the opposition in Bangladesh 
bodes ill for the future. 

It is strikingly similar to Pakistan's 
travaijs. Mushahid Hussain, a well known 
journalist who became advi.ser to Nawaz 
Sharif, and Akmal Hussain, a specialist 
in development policy research, ably 
de.scribe the interaction among the army, 
the bureaucracy and politicians. Lively 
pen portraits of some of the dramatis 
personae, written obviously by Mushahid 
Hussain, add to readability. The external 
factor is not neglected; especially 
America’s involvement in Pakistan’s 
domestic affairs. 

Lok Raj BaraPs study traces the rise and 
demise of the partyless regime led by the 
king and its replacement by the present 
parliamentary system and also covers the 
external factor, particularly the issue of the 
Indo-Nepali Treaty. Unfortunately, in 
Nepal discussion of vital issues of foreign 
policy has become highly politicised. Baral 
describes the lack of concern for building 
the parliamentary system on the part of all 
the major parties. 

It is a measure of the author’s acute 
perception that well before the last general 
election which brought the Nepali 
Communist Party (UML) to power, he 
summed up the situation in these words: 

Three factors seem to be dominating the 
power elite of Nepal- First, the newly 
elected ministers, including the prime 
minister, are still grappling with the 
problems of governance, especially about 
how to reduce the economic burden of the 
people through short-term and long-term 
programmes. It seems the NC’s loss of 
direction has been significantly precipitated 
by the intra-party conflicts, especially 


between (he prijne minister and his two 
senior colleagues, Ganesh Man Singh and 
K P Bhattarai. The differences seem to 
centre on the question of distribution of 
posts in the government. Second, both the 
government and the opposition have yet 
to overcome their fear that the royalist 
forces are not only powerful but 
also actively working for reversing (he 
political process. In their view the palace 
is a powerful force that needs to be properly 
balanced.though prime minister Koirala 
says that king Birendra. having been 
transformed into a constitutional monarch 
in accordance with the constitution, is co- 
operative 

Finally, the interventionist roles of inter¬ 
national in.stitutions and foreign govern¬ 
ments arc being debated openly within the 
government and outside. Decisions con¬ 


cerning the reorganisation of civil ser¬ 
vants and the priority to be given to some 
projects were said to b^ve been influenced 
by outside agencies and governments. Such 
interference places a strain on governmen¬ 
tal capacities, adding several strflctural 
perversions that contribute to recurring 
crises of governability The rationale 
behind the dismissal of a large number of 
civil servants in 1991 is not yet known. 
It was, however, believed that the World 
Bank wanted to streamline the Nepali 
administration by reducing their numbers 
becau.se of the manner in which they had 
been appointed. 

No .student of South Asian affairs can 
ignore these volumes. Many of the insights 
they provide help one better to understand 
the Indian situation. 
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SPECIAL ARTICLES 


, Literacy Ca mp aigns in Maharasiitra and Goa 

Issues, Ibends and Direction 

Denzil SnUhiiilia 

This paper analyses the literacy campaigns initiated in selected districts of Maharashtra and in Goa between 1990 
and 1992, based on detailed evaluation studies. The campaigns continue, as also new ones. The objective is to identify 
• critical issues, to discern trends emerging from the data and to suggest directions that such campaigns might take. 


I 

Introduction 

UTBRACY campaigns in Maharashtra have 
followed on the heels of the 'intensive area 
^»pr0ach*to the adult education centres of 
the earlier National Adult Education 
Programme which was initiated in 1978. In 
1988.theadulteducation centres throughout 
the districts within the state were drawn 
together in a couple of talukas in each district 
in an attempt to address the problem of 
illiteracy in a concentrated manner. In 1990, 
following the experience of the literacy 
campaigns in Emakulam. Kottayam and 
Kerala, literacy campaigns were initiated in 
Sindhudurg and Wardha districts in 
Maharashtra as also ina few selected districts 
within other states of the country.' Three 
other campaigns in Maharashtra followed: 
Latur in 1991 and Ratnagiri and Nanded in 
1992. The Goa literacy campaign started 
later in 1992. 

The analysis in thi.s article is based on a 
consolidation of my earlierevaluation studies 
of the literacy campaigns in the above 
mentioned regions.^ The attempt here is to 
identify critical issues, to elaborate the trends 
emerging from the data and to suggest the 
likely directions that the massi veeffort which 
are literacy campaigns might take within the 
given politico-economic configuration. A 
comparative approach has been adopted to 
analyse the selected districts within 
Maharashtra and between Maharashtra and 
Goa. Comparisons, especially when one is 
considering a human enterprise like literacy 
campaigns, are odious. However, the 
distinctive identities of various campaigns 
when seen in a comparative perspective 
provide useful indicators. Given the large 
coverage and the comparative scope between 
districts and the two states, the exercise also 
might be relevant toother literacy campaigns 
in the country. 

My earlier evaluation studies had 
distinctive features, some of which might be 
mentioned. The Sindhudurg evaluation 
(Saldanha 1992a] highlighted individual 
voluntarism emerging from outside the 
organised voluntary sector, which was 
organised for the purposes of literacy. The 
study attempted to present a model for literacy 


campaign organisation based on the 
implementation in the district. The Wardha 
study (1992b) presented a comparative 
analysis of this and the earlier campaign, 
drawing out issues for policy and planning. 
The study also drew attention to the dual 
approach of this campaign: strengthening 
primary education and introducing non- 
formal education for the age group 6-14 and 
adult literacy for those aged 15-35; thus 
attempting to address the problem of illiteracy 
at the level of relevant age cohorts. Attention 
to adult illiteracy was consequently not at 
the cost of neglect of potential nef>-illiteracy 
generated through the inadequacies of the 
primary education system. The report on 
Latur {1992c, 1993c) highlighted the 
environment building programmes with 
voluntary organisation involvement, and the 
capacity to reach out to a cross section of 
communities despite the odds of a staggered 
initiation of teaching-learning in a region of 
uneven underdevelopment. The Nanded 
distnct campaign (I992d. 1994b) was marked 
by a high degree of social mobilisation, the 
involvement of voluntary organi.sations in 
creating an environment for literacy, and 
innovative supplementary instructional 
materials. Communication aspects and 
organisational implications of environment 
building - creating a culture amenable to 
literacy - within different campaigns have 
been discussed earlier (Saldanha 1993a|. 
The Ratnagin district campaign (1994c) was 
able to involve a cross-section of voluntary 
organisations in creating an environment for 
literacy and evolved an innovative 
combination of training and monitoring 
systems. The reports on the Goa literacy 
campaign (t994a) and on the literacy drive 
in the metropolis of Bombay by the 
Committee of Resource Organisations 
(CORO) (1993b). drew attention to the 
problems of confronting residual illiteracy 
tn regions of high urbanisation. The literacy 
drive of CORO was marked by major 
involvement of activists from local 
communities. 

The selection of the districts/states for 
evaluation was based on the fact that they 
were some of the earliest regions to initiate 
and to complete the literacy phase of their 
campaigns. However, a paitcrn emerges when 


one considers selected indicators relating to 
population and literacy within acomparative 
perspective, as in Table I. Goa, Bombay and 
Sindhudurg along the Konkan coast, together 
with Wardha in the north-eastern Vidharba 
region of Maharashtra are clearly areas of 
high literacy according to the 1991 census. 
The literacy rates range from 82.5 per cent 
in Bombay to 69.9 per cent in Wardha. With 
the exception of Sindhudurg district - which, 
however, has a close connection to the urban 
area.s of Goa through commuting and 
seasonal migration ~ lying to the north of 
Goa. these regions are also ones of 
comparatively greater urbanisation: 
Bombay-1 (K) per cent, Goa-41 per cent and 
Wardha-26.9 per cent. These indicators are 
in contrast to those of Ratnagin district lying 
north of Sindhudurg and of Latur and Nanded 
districts in the semi-and and comparatively 
underdeveloped region of Marathawada. 
where literacy rates range from 62.7 to 48.2 
percent. The latter districts also have lower 
degrees of urbanisation with greater 
concentrations of scheduled castes with low 
literacy rates according to the 1981 census, 
the exception being Ratnagiri distnct. 

The indicators of depressed literacy rates, 
generally lower degrees of urbanisation and 
higher proportions of scheduled castes are 
relevant, especially when one finds, as in the 
subsequent tables, that these latter di.stricts 
were also the better performing oncss with 
respect to literacy outcomes in their respective 
campaigns. Sections of society traditionally 
deprived of formal education within these 
distnets appeared to have responded better 
to the campaign approach than those in the 
former districts, generally more urbanised 
and having to address the problem of residual 
illiteracy. 

An analysis of the growth of literacy rates 
in the different regions suggests that literacy 
was a preserve of a select few well into the 
2()th century. For example, the literacy rate 
in Maharashtra, which was 4.6 per cent in 
1901. rose only to 21.1 per cent around the 
time of independence in 1951. The gender 
dispanties in literacy rates are in evidence 
throughout all the selected districts/states 
and are even sharper in the low literacy rate 
districts. Post-independence primary 
education efforts have had some impact on 
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the Uteiw:y soenado as is seen from the spun 
in Htemcy rates after 1961 in the Maharashtra 
selected districts and after 1971 in Goa. 

n 

Methodology 

The general methodological approach 
adopted in these evaluation studies has been 
discussed in detail in the repons on the 
Sindhiidurg and Wardha literacy campaigns 
[Saldanha 1992a, 1992b]. The essential 
features were a panicipatory approach with 
an attention to both the literacy campaign 
process and its impact, in social and literacy 
terms. Group discussions at identified levels 
of villages/wards, lalukas and districts; 
interviews; testing the literacy outcomes of 
the learners in groups: and observations, 
secondary data analysis and meetings with 
informed observcrs/panicipants. constituted 
the sources and methods of data collection. 

The final evaluation studies of the selected 
regions were conducted during the following 
penod: Sindhudurg, September 21 toOctober 
5, 1991; Wardha, January 10 to 26, 1992; 
Latur, May 7 to 24, 1993; Nanded, July 31 
to August 21, 1993; Goa, October 16 to 29. 
1993; and Ralnagiri, December 23, 1993 to 
January 7, 1994. The field trips for the final 
study of the campaigns extended from late 
1991 to early 1994, over different period.s 
of time. The final spells of field data 
collection relating to the literacy phase of 
the campaigns were preceded by several 
meetings with officials and other organisers 
of the literacy campaign to understand the 
process and status of lhc.se campaigns through 
the use of secondary data, discussions and 
brief field visits Preliminary computer 
printouts of the evaluation results as 
processed in the field were explained and 
handed over to the organisers immediately 
after the final field trip. Extended reports 
were presented at a later stage and arc listed 
in the references. Feedback was provided at 
different times to the district organisers and 
the state departments of education through 
correspondence and meetings. 

The study of the literacy drive undertaken 
by CORO • a formation of voluntary activists 
With an organisational base in the slum 
communities of M ward of Bombay city - 
from 1989 to 1993 followed a more intensive 
and participatory character. The study was 
conducted in a staggered pattern according 
to the progress of the literacy drive and my 
commitments to the rural literacy campaign 
districts. The estimations of literacy 
outcomes of the CORO effort in some of 
the subsequent tables arc based on a rapid 
appraisal conducted in December 1990, an 
extensive survey in April 1991, an intensive 
survey in one model area, Rahul Nagar, in 
November 1992, and the concluding rapid 
appraisal of all the areas of CORO activities 
in January 1993. The CORO literacy drive 


has in common with the other literacy 
campaigns the aspects of social mobilisation 
and spirit of voluntarism, but differs in that 
It was a voluntary organisational effort in 
an urban metropolis, relying mainly on 
literacy activists drawn from local 
communities with some support from 
individuals from educational institutions, 
and with little or no co-ordination with the 
official educational machinery. The CORO 
effort, despite its shoftcomings in regard to 
adequate literacy outcomes, has been a major 
contributor to creating a climate for literacy 


and basic education in the city, which has 
emerged as the SAHAS literacy campaign 
and the PRATHAM primary education 
initiative for Bombay. 

The surveys for the finatevaluition studies 
of the literacy campaign districts/siate 
covered a randomly selected sample of 
gram panchayats/revenue villages in the 
rural areas of the selected districts/state, 
stratified by their respective talukas. The 
targeted samples were 10 per cent in 
Sindhudurg, Wardha and Goa and had to be 
toned down to 7 per cent in Latur, Nanded 


Table I: Selected Indicators of Population. Literacy ANf» Eoucahon: Goa and MAHARASHreA 

( SeLETTED DtSTRlC’TS ) 

Stale/ Urban Literacy Rate 1991 Literacy Rate 1981 Papulation 

Districts Population 1981 

*991_JSSLeSRL 

Per Cent Male Female Rural Urban Total SC ST General Total SC ST 


Popula¬ 

tion 


(1) 

(2) 

(3) 

(4) 

(5> 

(6) 

(7) 

(8) 

(9) 

(10) 

(II) 

(12) 

<l'3) 

Goa state 

41 0 

83 6 

67.1 

72 3 

80.1 

75.5 

36 18 

28.55 

65.04 

6.3.60 

2.00 

0.07 

Bombay 

100 

87 9 

75 8 

- 

82.5 

82.5 

50.56 

49 00 

69.29 

68.18 

4.84 

1.02 

Sindhudurg 

77 

86.2 

66.9 

74.8 

87.8 

75.8 

34.99 

21.97 

56 16 

55 06 

4.11 

0.69 

Wardha 

26.9 

78 3 

61 0 

65.3 

82.3 

69 9 

35 50 

22.29 

.54 55 

51.05 

3.93 15,35 

Latur 

20.5 

70.4 

39.7 

.51.6 

70.9 

55.6 

24 40 

23.90 

.37 40 

,34.91 

16.38 

2.75 

Ratnagin 

9.1 

76.6 

51.6 

60.6 

83.9 

62.7 

45.90 

8.06 

44.56 

4.3,87 

1.09 

1.94 

Nanded 

Maharashtra 

22 3 

64.4 

30 9 

42.5 

68.0 

48 2 

20.(K) 

20.50 

32.38 

29.78 

11.30 10.19 

Slate 

.^9 5 

76..^6 

,52.32 

55.52 

79.20 

64.8 

35.55 

22.29 

50 90 

47.18 

7,14 

9.19 


Nole The literacy rates for 1981 arc crude literacy rates for ihc population five and above. For 1991 
the literacy rates are for the population seven years and above. 

Sauries. Columns 1-7 SiatixtualDulahtisejifrLitenu \\ Final f^opuUititmandUteraiy. 1991. NIAE, 
New Delhi 

Columns S-M' District CenMi.\ Handbooks, 1981 


Table 2 Adult Learners bv Sex, Enroli i.n and Evaluatlu in thf Sampled Villages and 
WAR os/MifNiriPAi Councils Maharashtra (Sellctw) Districts) and Goa* 


State/ 

Distnci 

No of 
Campaign 
Villagcs-E 

No of 
Sample 
Villagcs-L 

Number Enrolled in 
Sample Villages. 

Wards and MC 

Number Evaluated in 
Sample Villages. 

_Wards and MC_ 

(1) 

Ward.s/MC 

l2) 

Wards/MC 

(-•») 

Male 

(4) 

Female 

(5) 

Total 

(6) 

Male 

(7) 

female 

(8) 

Total 

(9) 

Goa 

179 

19 

1.997 

4,972 

6.969 

376 

1.660 

2.036 

Maharashua 

+ nMC 

+2MC 

(28 7) 

(71.3) 

(l(X)U) 

(188) 

(33 4) 

(29,2) 

Sindhudurg 414 

-e3MC 

42 

736 

(17.7) 

3.422 
(82 3) 

4,158 

(l(X).O) 

465 

(63.21 

2.2% 

(67.1) 

2.761 
(66 4) 

Wardha 

826 

83 

1,417 

2.322 

3.793 

1.261 

2.016 

3.277 


-e6MC 

-PIMC 

(38.8) 

(61 2) 

(l(X)()) 

(8.S 7) 

(86.8) 

(86.4) 

Latur 

722 

50 

3,037 

6,506 

9.543 

2.488 

4,9 n 

7,401 


45MC 

^IMC 

(31 8) 

(68 2) 

(!(X)0) 

(81 9) 

(75,5) 

(77 6) 

Ratnagin 

L5I0 

103 

2.284 

10.317 

12.601 

I.K36 

9.029 

10,865 

-e 60 wards 

44 wards 

(18.1) 

(819) 

(100.0) 

(80.4) 

(87 5) 

(86.2) 

Nanded 

1.794 

126 

11,550 

18.380 

29.930 

10.557 

14.533 

25.090 


•e 60 wards -1-27 wards 

(38,6) 

(614) 

(l(K)O) 

(91 4) 

(7H 2) 

(83.8) 

Total 

5,269 

404 

19,078 

40.947 

60.025 

16.607 

32.787 

49.394 


^14 MC +2MC 
•«411 wards -f 31 wards 

(31 8) 

(68.2) 

(100 0) 

(87.0) 

(80.1) 

(82.3) 


Notes: Columns 2 and 3: In Goa, Sindhudurg, Wardha and Latur the gram panchayat villages were 
the units for organisation of the campaign In Ratnagin and Nanded the campaign units were 
the revenue villages. 

The MunicipaJ Councils were not covered m Sindhudurg 
. Columns 7,8 and 9: Figures in brackets of (he evaluated arc pea'^entages of the enrolted, for 
\ht respective sex caiegones. 

Source Columns 2. 4.5,6; Data provided by the re.speciive TLC dtstricts/siaie. 
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and Ratnagiri for reasons of feasibility, given 
the large coverage of the latter district 
campaigns. In addition, wards/municipal 
councils were randomly selected in the 
districts/statc. as shown in Table 2. 

Table 2 presents the distribution of the 
adult learners by sex who were enrolled and 
tested in the sample villages, wards and 
municipal councils(MC) of Goa and the 
selected districts of Maharashtra. A 10 per 
cent random sample of campaign villages 
stratified by the talukas of the state of Goa 
resulted in a coverage of 19 gram panchayai 
villages. Two municipal councils were 
randomly selected, one each from the north 
and south districts of the slate. In all 2,036 
learners were tested. The target tor 
evaluation was all the 6.969 learners in the 
10 per cent randomly sampled villages and 
MCs. Despite our best efforts and repeated 
attempts to get a wider coverage, the actual 
29.2 per cent coverage of all the targeted 
enrolled learners in the sample units may be 
attributed to the inadequate participation of 
the learners in the campaign at the time of 
our field work. However, given the random 
stratified sampling procedure and the 
weighted estimates that were adopted, the 
actual coverage of the learners in the 
evaluation in Goa forms an adequate basis 
for arriving at generalisations for the state. 

In thcscicctcd five disincls of Maharashtra 
atotal sampleof404 villages, two municipal 
councils and. in addition, 31 waids were 
covered. The percentage samples of 
campaign organisational units ranged from 
10 to 7 per cent, as mentioned alxive. In 
contrast to Goa, an extensive coverage and 
testing of 49.394 learners was attained in 
Maharashtra. These formed 82.3 per cent of 
the 60.02S targeted learners in the sampled 
units. One has personally had the opportunity 
of visiting at least 40 per cent of the above 
mentioned campaign units, with extensive 
field trips to all the selected regions. 

The literacy tests were conducted in the 
major languagcs/scripts of instruction, which 
were Marathi. Hindi, Urdu, Konkani 
Devnagiri and Konkani Roman in Goa. The 
tests that were used were several versions 
of equal standard of difficulty, based on the 
ones prepared by the .State Resource Centre 
for Adult and Non-Formal Education. Pune, 
and the State Institute for Adult Education. 
Aurangabad. The tests for Latur. Nanded. 
Ratnagiri and Goa were according to the 
model suggested by the Dave Committee 
and approved by the National Literacy 
Mission [Directorate of Adult Education 
1992] in August 1992. The evaluations for 
the Bombay city CORO literacy drive and 
forSindhudurg and Wardha were conducted 
prior to the release of the Dave Committee 
report and hence used a different set of tests 
with slightly different scoring cut-off points 
to determine achievement of adequate 
literacy.^ However, the tables in this article 


relating to the performance of the earlier 
areas have been reprocessed by applying 
the Dave Committee norms to the scores 
attained by the learners. The data relating 
to the literacy outcomes of the learners are 
thus comparable across all the selected 
regions. 

Apart from individually interviewing and 
testing the learning outcomes among the 
adult learners in groups in each of the sample 
villages and wards/municipal councils, a 
group discussion was conducted in each of 
these campaign units with the organisers, 
instructors and some of the learners. These 
group discussions were also held with 
officials, full timers and other literacy 
activists at the level of the taluka and with 
members of the executive committees of the 
district/siaie literacy campaigns, in separate 
meetings. The group discussions served to 
reconstruct the campaign process in a vivid 
manner, enabled the participants to critically 
evaluate their experiences within a 
participatory methodological approach, and 
provided a detailed description of the 
campaigns. In addition, secondary data were 
collected from each of the sampled villages, 
wards/municipal councils and at the level of 
the di.stricts/state. 

The analysis contained in this study 
covers a wide comparative .scenario of five 
district literacy campaigns and a literacy 


drive in the inetropoHs of one state. 
Maharashtra, and the neighbouring state of 
Goa with its two districts. The indicators, 
based on what is perhaps the widest available 
consolidated coverage of literacy campaigns 
utilising a broadly common methodological 
approach, should be relevant for policy 
formulation in other regions as well. As 
discussed above, the study covers a wide 
range of regional variations with a diversity 
of socio-economic contextual factors, 
educational infrastructures, and existing 
literacy rates; with resulting distinctive 
approaches to literacy campaigns. 

Literacy campaigns are located in a 
historical context and are built into 
contemporary situations. The selected 
literacy campaigns in Maharashtra, while 
drawing inspiration from earlier social 
reform movements, especially among dalits 
and more recent efforts at mass literacy, 
lacked the intensive involvement of trade 
unions, peasant associations and voluntary 
organisations with their cadres of activists, 
as for example in Kerala and West Bengal. 
The political economy of Maharashtra is, at 
the same time, by and large different from 
that faced by literacy campaigns in 'semi- 
feudal’ regions of the country such as in 
parts of Rajasthan, Uttar Pradesh, Bihar and 
Andhra Pradesh. The midway position of 
Maharashtra could thus provide a useful 


Table 3' Distbibution of Sampud Learners by Sex 
Maharashtra (Selff i i:n Districts) and Goa 


Learner 

Sex 

(1) 



Maharashtra 



Goa 

(8) 

Sindhudurg 

(2) 

Wardha 

(3) 

Latur 

(4) 

Ratnagiri 

(5) 

Nanded 

(6) 

Total 

(7) 

Male 

465 

1.261 

2.488 

1.836 

10,557 

16,607 

376 


(16.8) 

(38.5) 

(33.6) 

(16.9) 

(42.1) 

(33.6) 

(18.5) 

Female 

2,296 

2,016 

4.913 

9.029 

14,535 

32,787 

1.660 


(83.2) 

(61 5) 

(66.4) 

(83 I) 

(57 9) 

(66.4) 

(81.5) 

Total 

2.761 

3,277 

7,401 

10.865 

25,090 

49.394 

2.036 


(100.0) 

(lOUO) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100,0) 


(5.6) 

(6.6) 

(15.0) 

(22.0) 

(50.8) 

(100.0) 



Table 4: Distribution of Sampled Learners by Communhy 
Maharashtra (Selfctep Districts) and Goa 


Learner 



Maharashtra 



Goa 

Community 

(1) 

Sindhudurg 

(2) 

Wardha 

(3) 

Latur 

(4) 

Ramogiri 

(5) 

Nanded 

(6) 

Total 

(7) 

(8) 

SC, ST, NT 

344 

1,509 

2,840 

503 

13,388 

18.584 

116 


(12.5) 

(46.0) 

(38.4) 

(4.6) 

(53.4) 

(37.6) 

(5.7) 

Neo-Buddhist 

149 

267 

162 

1.239 

1,467 

3.284 

15 


(5.4) 

(8.1) 

(2.2) 

(IL4) 

(5.8) 

(6.6) 

(0.7) 

OBC 

519 

1.310 

641 

7,211 

2,107 

1L788 

502 


(18.8) 

(40 0) 

(8 7) 

(66.4) 

(8.4) 

(23.9) 

(24.7) 

Others/upper 

1,749 

114 

2.879 

1,463 

6,402 

12,607 

l,02S 

caste Hindu 

(63.3) 

(.3.5) 

(38.9) 

(13.5) 

(25-5) 

(25.5) 

(50.3) 

Muslim 


77 
(2 3) 

879 

(11.9) 

449 

(4.1) 

1.726 

(6.9) 

3.131 

(6.3) 

63 

(3.1) 

Christian 

- 

“ 

— 


— 

“* 

315 

(15.5) 

Total 

2,761 

3.277 

7,401 

10,865 

25.090 

49.394 

2,036 


(100.0) 

(5.6) 

(loo.oy 

(6.6) 

(100.0) 

(15.0) 

(100.0) 

(22.0) 

(100.0) 

(50-8) 

(100.0) 

(100.0) 

(100.0) 
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in^x of wUxi to expect from literacy 
campaigns at the national level. 

The limitations of these evaluation studies, 
despite their participatory approach, are 
similar to the constraints faced by most 
*externar evaluations. For reasons of 
feasibility the studies were forced to rely on 
baseline data relating to illiteracy and 
enrolment that were drawn from the census 
surveys conducted by the organisers of the 
campaigns. These were at times inadequate 
and much time was spenr-on rectifying the 
errors in order to arrive at an accurate frame 
of reference. There were several inbuilt 
mechanisms of a non^threatening nature to 
check the identity of the learners in the 
sampled units: checking the attendance 
registers and other primary data at 
decentralised levels; personal interviews 
with each of the learners to elicit information 
relating to socio-economic background, the 
instructors and the teaching-learning process; 
random visits to households; and the 'public' 
nature of testing in groups in the view of 
organisers and observers in the villages, 
followed by group discussions. It is possible 
that despite these efforts at verification some 
falsification by over-enthusiastic local 
organisers could have crept in. However, I 
am confident that this is negligible. A literacy 
campaigi),t s a voluntary human effort towards 
an ennobling objective. 1 am sure that the 
appeal of the external evaluations to the need 
for honesty and accuracy in the literacy 
effort, rather than the creation of an 
atmosphere of suspicion and overt pressure, 
ultimately paid off in terms of relevant data 
with a high degree of validity. 

Ill 

Learners, Instructors and 
Teaching-Learning Process 

"Fhe consolidated tables based on our 
samples in the selected districts of 
Maharashtra and Goa provide useful 
indicators regarding the learners in the 
literacy campaigns, the instructors - a major 
voluntary force > and the character of the 
teaching-learning process. It must be 
remembered that learners and instructors 
constitute the grass roots level mobilisational 
impact of the literacy campaigns. 

Table 3 suggests that as many as 66.4 per 
cent of the learners in the selected districts 
of Maharashtra were female. In Goa females 
constituted an even higher 81.5 per cent of 
the learners. In regions of high literacy rate 
such as Goa and Sindhudurg the problem 
of illiteracy is primarily one of residual 
illileracy among women, hence the higher 
percent^e of enrolment of female learners. 
There is a comparatively greater coverage 
of males in districts where the literacy rate 
is low, such as Nanded. The low coverage 
of males in Ratnagiri district, one of the 
lower literacy rate districts; might be 


explained by the seasonal migration of men, 
both literate and illiterate, to Bombay. 

The distribution of the sample learners by 
their communities is presented in Table 4. 
The SC, ST and NT, together 37.6 per cent, 
formed the largest single group of persons 
participating in the campaign as learners 
within the selected districts of Maharashtra. 
Higher concentrations of learners from these 
communities were found in the districts of 
Vidharba and Marathwada regions, i e, 
Wardha, Latur and Nanded. Other major 
groups were the OBCs (23.9 per cent), a 
major concentration in Ratnagiri di.strict, 
and the category of 'others’ which includes 
the upper caste Hindus (25.5 per cent) who 
were predominantly enrolled in Sindhudurg. 
In Goa about 50 per cent of the learners 
belonged to the category of others/upper 
caste Hindus and 15.5 percent to the minority 
community of Christians and 24.7 per cent 
to the OBCs 

One sees that as many as 68 per cent of 
the learners belonged to the weaker sections 
of .society and about 6 per cent to the minority 
community of Muslims in Maharashtra. A 


mi^or objective of literacy campaigiis, that 
of reaching out to the sections most in need 
of literacy and educational advaincement, 
might thus be said to have been achieved. 

Table 5 presents the distribution of the 
sampled learners by their main occupation.,, 
Agricultural labourers formed 47.6 per cent 
of the learners in Maharashtra, with major 
enrolments of this category in Wardha and 
Nanded districts. Agricultural labourers 
formed 36.1 per cent in Goa. Other major 
occupational categories were cultivators 
(26.5 and 9.7 per cent) and housewives (17.4 
and 37,8 per cent), respectively, in the 
Mahara.shtra districts and Goa. A noteworthy 
feature was the low enrolment of the 
permanently and causally employed, 
especially in the towns. For the lower 
proportion of illiterates among the former, 
gainful employment ironically provided less 
time and low motivationforliteracy. Seasonal 
migration and the insecurity of the daily 
quest for employment in the informal sector, 
for (he latter, left them little time and energy 
for night classes. The employed, whether 
permanently or casually, were generally 


Tabu 5: Distribution of Sampled Learners by Their Main Ocem^ATtON: 

M AHARASHTKA (SELEfTED DISTRICTS) AND GoA 


Learner 

Occupation 

(1) 


Maharashtra 



Goa 

(7) 

Wardha 

(2) 

L.atur 

(3) 

Ratnagiri 

(4) 

Nanded 

(5) 

Total 

(6) 

Cultivator 

248 

1.095 

6,340 

4.661 

1^,344 

198 


(7.6) 

(14.8) 

(58.4) 

(18.6) 

(26.5) 

(9.7) 

Agricultural labourer 

2,676 

3,612 

2,4.50 

13,464 

22,202 

736 


(81.7) 

(48.8) 

(22.5) 

(5.r7) 

(47.6) 

(36.1) 

Self employed 

51 

232 

76 

497 

856 

68 


(16) 

(3 1) 

(0 7) 

(2.0) 

(1-8) 

(3.3) 

Housewife 

201 

1,83] 

1,372 

4,691 

8.095 

770 


(6.1) 

(25 7) 

(126) 

(18.7) 

(17.4) 

(37.8) 

Permanent employed 

20 

19 

25 

ill 

175 

11 


(0.6) 

CO 3) 

(0.2) 

(0 4) 

(0.4) 

(0.5) 

Casual employed 

7 

434 

212 

913 

1.566 

126 


(0.2) 

(5.9) 

(2 0) 

(3.6) 

(3 4) 

(6.2) 

Fishing 

- 

- 

365 

-- 

365 

57 


- 

- 

(3.4) 

- 

(0.8) 

(2.8) 

Other 

74 

178 

25 

753 

1.030 

70 


(2.3) 

(2.4) 

(0.2) 

(3.0) 

(2.2) 

(3.4) 

Total 

3,277 

7,401 

10.865 

25.090 

46,633 

2,036 


(100.0) 

(100.0) 

(lOO.O) 

(lOOO) 

(100.0) 

(100.0) 


(7.0) 

(15.9) 

(23.3) 

(53.8) 

(100.0) 

(lOOO) 


Note: The selected distncis in Maharashtra are Sindhudurg. Wardha, Latur, Ratnagiri and Nanded. 
However, the question of learner occupation was not covered in Sindhudurg district and it is 
excluded from this table 


Table 6: DrsTRiBimoN of Sampled Learners by Instructor Sex. 
Maharashtra (Selected Dwtricts) and Goa 


Instructor_Maharashtra_ Goa 


Sex 

(1) 

Sindhuduig 

(2) 

Wardha 

(3) 

Latur 

(4) 

Ratnagiri 

(5) 

Nanded 

(6) 

Total 

(7) 

(8) 

Male 

1,203 

1,775 

3,618 

6,509 

16.992 

30,097 

707 


(43.6) 

(54.2) 

(48.9) 

(59.9) 

(67-7) 

(60.9) 

(34 7) 

Female 

1.558 

1,502 

3.783 

4,356 

8.098 

19,297 

1,329 


(56.4) 

(45.8) 

(51.1) 

(40.1) 

(32.3) 

(39.1) 

(65.3) 

Total 

2.761 

3.277 

7,401 

10.765 

25.090 

49.394 

2,036 


(KW.O) 

(100.0) 

(1000) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 


(5.6) 

(6.6) 

(15.0) 

(22.0) 

(50.8) 

(100 0) 
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males. One has also observed that the status 
of 'male cm(>loyed* was generally perceived 
as incompatible with the acknowledgement 
of illiteracy, thus contributing to lower 
enrolments of these sections in urban areas. 

The foregoing data would suggest that the 
literacy campaigns have been able to reach 
out to women, to the weaker sections, and 
the economically disadvantaged classes of 
society in a major way. It is within these 
sections that gender, community and class 
work in a mutually reinforcing manner within 
larger politico-economic structures of 
deprivation. While literacy initiatives are 
able to penetrate these structures, thanks to 
the mobilisation and the consen.sus for 
literacy that is built through the cultural 
programmes, in themselves they fail to 
change these structures unless accompanied 
by the organisation of (he oppressed. Literacy 
and the process of achieving it through the 
campaign approach, can at best lay the basis 
for such organisations to emerge. 

That literate women and girl children have 
(o some degree been able to break out of 
historically structured constraints and 
socialisation processes through literacy 
campaigns is demonstrated by (he fact that 
almost 40 per cent of the instructors in 
Maharashtra and 65.3 per cent in Goa were 
female, as shown in Table 6. In the latter 
state, the availability of more female 
instructors resulting from higher female 
literacy, and Icwpr social taboos that confine 
the role of women, explain their even greater 
participation. The literacy campaigns thus 
have actualised to a large extent their potential 
for the advancement of women, both literate 
and illiterate. 

^ School students, a sizeable proportion of 
whom were girl children, formed 36.5 per 
cent of the instructors in the selected 
districts of Maharashtra and 53.7 per cent 
in Goa. as seen in Tabic 7. Thc.se were 
primarily from the eighth, ninth and I Ith 
standards. The occupational category of 
‘other* instructors (35.2 per cent in 
Maharashtra and 26.4 per cent in Goa) refers 
(o literate adults in the local communities. 
This major category of instructors was 
comprised of cultivators, agricultural 
labourers, housewives, the self-employed, 
and the permanently andca.sually employed, 
in that order of proportionate importance. 
If one wi^re to include the literate youth who 
were seeking employment (6.3 per cent in 
Maharashtra and 4 per cent in Goa), one 
might come to the conclusion that the literacy 
campaigns have .stimulated a high degree ol 
voluntansm among the literate adult within 
local communities, especially in rural areas. 

Irrespective of the .success of the literacy 
campaigns with respect to literacy outcomes. 
It IS clear that a long term gain will be the 
prominence given to education at 
decentralised levels and m the agenda of 
gtivcmmcni development departmcnis. The 


literacy campaigns have succeeded in 
cieating a human resource base of persons 
interested in the effective delivery of 
education at the micro level. The mutual 
interactions between instructors and 
members of the village education/literacy 
committees have served to consolidate the 
latter. These committees have the potential 
for serving as important instruments for 
(he social accountability of the primary 
education system. The campaigns in 
Maharashtra have breathed life into these 
committees which otherwise lay by and 
large dormant. 


Table 7 also indicates that per cant 
of the insinictors in Maharashtra were 
teachers, mainly from primary education. 
Primary teachers served as members of the 
village educaiion/literacy committees and 
guided (he instruction of the school children 
at their places of residence. In Waidha and 
Ratnagiri districts in Maharashtra and in 
Goa, the primary teachers prominently 
engaged in direct instruction of the learners, 
especially during the latter stage of the 
teaching-learning phase of their respective 
literacy campaigns. Given that they were 
generally teaching groups of learners, one 


Table 7: DisnuBimoN of Sampled Learners by Instwuctor Octurathw: 
MAHARASIfTRA (SELECTED DiSHIICTS) ANDGoA 


Instructor 



Maharashtra 



Gba 

Occupation 

(1) 

Sindhudurg 

(2) 

Wardha 

(3) 

Laiur 

(4) 

Ratnagiri 

(5) 

Nanded 

(6) 

Total 

(7) 

(«) 

Teacher 

37 

453 

296 

6,833 

1.024 

8,643 

265 


(1.3) 

(13.8) 

(4 0) 

(62 9) 

(4.1) 

(17 5) 

(13.0) 

School student 

1,038 

1.909 

.3.319 

2.692 

9.081 

18,0.39 

1.094 


(37.6) 

(58.3) 

(44.8) 

(24.8) 

(36.2) 

(36.5) 

(53 7) 

Untversity/college 

87 

- 

444 

25 

1.629 

2,185 

57 

student 

(3.2) 


(6.0) 

(0.2) 

(6.5) 

(4.4) 

(2.8) 

Literate .seeking 

716 

483 

781 

17 

1.123 

3,120 

82 

employment 

(25.9) 

(14.7) 

(10.6) 

(0.2) 

(4.5i 

(6.3) 

(4 0) 

Other 

883 

432 

2,561 

1.298 

12.233 

17.407 

538 


(52.0) 

(13.2) 

(34 6) 

(11.9) 

(48.8) 

(35.2) 

(26.4) 

Total 

2,761 

3.277 

7,401 

10.865 

25,090 

49,394 

2.036 


(100.0) 

(5.6) 

(100.0) 

(6.6) 

(100.0) 

(15.0) 

(100.0) 

(22.0) 

(100 0) 
(50.8) 

(100.0) 

(100.0) 

(100 0) 


Nftfes The occupational categories of the instructor under the head 'other* include literate adults in 
the rural community, i e. cultivators, agncultural labourers, housewifes. self-employed, 
permanently and causally employed, in that order of importance. 

School students as instructors are pnmanly those studying in 8th to I Oth stds and those in 11 th. 
12th stds to a lesser extent 

The percentage share of instruction by teachers is inflated by the fact that they were teaching 
groups of adult learners in Ratnagin and Wardhadistncts and Goa stale. The teachers took on 
the instruction during the latter phase 


Table 8* Distribution of Sampled Learners by Their Community and that of Their RESPEcnvE 
Instructors Maharashtra (Selected Districts) 


Learner 



Instructor Community 



Community 

(1) 

SC. ST, NT 
(2) 

Neo-Buddhist 
(3) 

OBC 

(4) 

Ofhers/Upper Hindu 
(5) 

Muslim 

(6) 

Total 

(7) 

SC, ST. NT 

13.493 

380 

1.663 

2.468 

2.36 

18,240. 


(74 0) 

(2.1) 

(9 1) 

(13.5) 

(13) 

(100.0) 

(39.1) 

Neo-Buddhist 

319 

1.984 

392 

373 

67 

3.135 


(10.2) 

(63.3) 

(12.5) 

(11.9) 

(2 1) 

(100.0) 

(6.7) 

OBC 

1.261 

297 

6,833 

2,736 

142 

11.269 


(11-2) 

(2 6) 

(60.6) 

(24.3) 

(1.3) 

(100.0) 

(24.2) 

Other/upper caste 

1.060 

172 

1,014 

8.405 

207 

10.858 

Hindu 

(9.8) 

(16) 

(9.3) 

(77.4) 

(1.9) 

(100.0) 

(23.31 

Muslim 

401 

47 

219 

429 

2,035 

,3,131 


(12.8) 

(1.5) 

(7.0) 

(13.7) 

(65 0) 

(100.0) 

(6.7) 

Total 

16,534 

2.880 

10.121 

14.411 

2.687 

46.633 


(.35.5) 

(6.2) 

(21.7) 

(30.9) 

(58) 

(KKKO) 

(100.0) 


Nftte The selecicd distnets in Maharashtra are Sindhudurg, Wardha, Laiur, Ratnagiri and Nanded. 
However, the question of instructor community was not covered m Sindhudurg district and it 
IS excluded ffx>m this table. 
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hod iiidre leamm leponing being 
teacben than would otherwise be expected. 
The secondary achool teachers sensed as 
master trainers of the school student- 
instnictorsat theirplaces of formal educmion. 

Given the extensive problem of illiteracy 
in some of the selected regions, it was 
inevitable that the literacy campaigns would 
fait back on the formal schoolingcommunity 
for Its human resource base and that teachers 
and students would become the major actors. 
One might without exaggeration say that 
this community has been the backbone of 
theliteracy campaigns in Maharashtra. Adult 
literacy has become a majorextension activity 
of primary and secondary schools. It is 
important that this continues. Reducing the 
burden on teachers with respect to non- 
educational functions would greatly 
contribute in this direction. Teachers and 
teachers' organisations have willingly 
accepted adult literacy as an added 
educational responsibility and have 
justifiably been reluctant to take on non- 
educational ones. Unfortunately, adult 
literacy does not appear to have become a 
major extension activity of college and 
university education, as may be seen from 
the fact that only 4.4 per cent of the learners 
reported being taught by such students in 
Maharashtra, and 2.8 per cent in Goa. 

Are learners from a given a community 
taught by instructors from the same or another 
community ? This question is examined in 
Table 8, which presents data on the 
communities of the learners cross-tabulated 
with the reported community of their 
instructors, in the Maharashtra districts 
excluding Sindhudurg, where this question 
was not Canvassed. It is significant that 
63.4 per cent of the instructors belonged 
to the Weaker sections of society such as 
SC, ST, NT, Nco-Buddhist and OBC. 
Instructors from SC. ST, NT communities 
formed 35.5 per cent of the total number of 
instructors, even greater than the proportion 
of instructors from the upper caste Hindu/ 
other communities. One finds the major 
concentrations of leamers-instructors along 
thediagonal, which suggests that the majority 
of learners were instructed by persons from 
the same community. This is particularly 
true for the communities that are perceived 
as being the lowest and the highest in the 
social hierarchy, which is only to be expected 
given the residential structuring and social 
distance between communities especially in 
the rural areas. However, the integrative 
character of literacy campaigns that was 
suggested earlier is confirmed by the 
following indicators of the coming together 
of different communities as a deviation 
from the general trend: 13.5 per cent of the 
SC, ST and NT learners were taught by 
persons who were upper caste Hindu and, 
in turn, 9.8 per cent of learners from the latter 
community were taugbt by persons who were 


SC, ST and NT. SC, ST and NT instnictors 
were also responsible for instructing siaseable 
proportions of Neo Buddhist, OBC and 
Muslirn learners. One finds that ll7 percent 
of Muslim learners were taught by upper 
caste Hindus at a time when communal 
differences were unfortunately being made 
a part of the national agenda. 

A similar picture emerges from the analysis 
of the community of instructors and learners 
in Goa, as shown in Table 9. One finds a 
far greater proportion of learners from the 
socially perceived lower communities and 
the minority community of Muslims being 
taught by instructors from social strata higher 
upin the hierarchy. 10.5 percent of Christian 
learners were instructed by upper caste 
Hindus. 

Our observations and field experience 
suggest that the major factor contributing to 
the integration of different communities 
through literacy campaigns has been their 
social interaction and working together 
towards a common objective. A sense of 
communal integration has been fostered more 


through cross-cultural comniuilicatioii and 
interdependence than from reading the 
prescri|kions in the literacy primers or from. 
hearing the speeches of welt intentioned 
persons during the environment building 
programmes. 

Some important trends in the teaching- 
learning process may be seen in Table 10 
which shows the distribution of learners by 
their method of learning. The vast majority 
of learners (84.8 per cent) of both sexes 
in the selected districts of Maharashtra 
were being instructed in 'classes' of more 
than five persons. In Goa the learners 
appear to have been more closely distributed 
in the Vach-one-teach-one* and 'class' 
modes of learning. About 5 per cent of the 
learners in both Maharashtra and Goa 
studied in small 'groups' of two to five 
learners. One observes a greater proportion 
of women resorting to 'each-one-teach- 
one’ learning than the men in Maharashtra. 
The one-to-one mode of instruction has the 
advantage of flexibility of timings and is 
particularly suitable to women burdened 


Table 9: DiSTRiBirnoN of SAMn.ED Learners by Their Community and that of Their Respective 

Instructors’ Goa 


Learner 



Instructor Coimnunity 




Community 

SC, ST. NT Neo-Buddhist OBC OthersAJpper Hindu Christian 

Muslim 

Total 

(1) 

(2) 

(3) 

(4) 

(.5) 

(6) 

(7) 

(8) 

SC. ST. NT 

19 

6 

10 

67 

12 

2 

116 


(164) 

(3.2) 

(8.6) 

(.57.8) 

(10.3) 

(1 7) 

(100.0) 








(5.7) 

Neo-Buddhist 

0 

0 

0 

15 

0 

0. 

15 


(0 0) 

(0.0) 

(00) 

100.0) 

(0 0) 

(0.0) 

(100.0) 








(0.7) 

OBC 

9 

0 

362 

84 

44 

3 

502 


(L8) 

(0.0) 

(72 1) 

(16.7) 

(8.8) 

(0.6) 

(100.0) 








(24.7) 

Others/upper 

8 

0 

47 

946 

13 

11 

1,025 

caste Hindu 

• (0.8) 

(0.0) 

(4.6) 

(92.3) 

(1.3) 

(1.1) 

(100.0) 








(50,3) 

ChnstMin 

3 

0 

2 

33 

262 

15 

315 


(1.0) 

(00) 

(0.6) 

(10.5) 

(83.2) 

(4.8) 

(100.0) 








(15.5) 

Muslim 

5 

0 

15 

20 

3 

20 

63 


<W) 

(0.0) 

(23.8) 

(31.7) 

(4.8) 

(31.7) 

(100.0) 








(3.1) 

Total 

44 

6 

436 

I.I6S 

334 

51 

2,036 


(2.2) 

(0.3) 

(21.4) 

(57.2) 

(16.4) 

(2.5) 

(100.0) 

(lOO.O) 

Tablf 10: Distribution of Sampled Learners By Sex and Method of Learning: 



Maharashtra (Selected Districts) and Ooa 



Learner 


_Maharashtra 


Goa 


Sex 

EOTO 

Group 

Class 

Total EOTO 

Group 

Class 

Total 

(1) 

(2) 

(3) 

(4) 

(5) (6) 

(7) 

<«) 

(9) 

Male 

1.245 

782 

14,115 

16,142 194 

15 

167 

376 


(7.7) 

(4.8) 

(87.5) 

(100.0) (51.6) 

(4.0) 

(44.4) 

(100.0) 

Female 

3,353 

L638 

25,500 

30.491 647 

87 

927 

1,660 


(li.O) 

(5.4) 

(83.6) 

(100.0) (39.0) 

(5.2) 

(55.8) 

(100.0) 

Total 

4.598 

2 420 

39,615 

46,633 841 

101 

1,094 

2,036 


(10.0) 

(5.2) 

'84.8) 

(1000) (413) 

(5.0) 

(53.7) 

(100.0) 


Nirte: The selected districts in Mahnrashtni are Sindhudurg. Wardha. Latur, Ratnagiri and Nanded. 
However, the question of method of learning was nor coveted in Sindhudurg district and it is 
excluded from this table. 
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by domestic and economic claims on their 
time. They were being taught at home by 
school-going family members. The reverse 
was true in Goa, perhaps due to fewer 
social inhibitions to moving out of the 
domestic sphere. 

Studying in classes results in mutual 
encouragement among the learners and 
facilitates monitoring the regularity of 
instruction. Classes become inevitable in 
siniations where the availability of instructors 
is scarce due to low levels of literacy. 

Table 11 provides the distribution of the 
sampled learners by their reported number 
of months of learning. It appears from our 
field experience that the reported months of 
learnings are inclusive of breaks due to 
various factors. One finds a major 
concentration of the learners (46.7 per cent) 
of both sexes in the Maharashtra selected 
districts who report having undergone 10- 
12 months of learning. This is in contrast 
with Goa where 53.2 per cent of the learners 
had studied for a periods of up to three 
months due to several interruptions in the 
campaign as a result of changes in the 
organisational structure. The majority of the 
learners in Goa were enrolled during the last 
phase. In the Maharashtra selected districts 
the mean number of months of learning was 
9.9 and was about the same for males and 
females. In Goa. in contrast, the mean number 
of months of learning was four with males 
learning on the average for 5.1 months and 
females for 3.7 months. 

Table 11 when read with Tables 25 and 
26, which show performance according to 
months of learning, indicates that the 
teaching-learning phase of a campaign in a 
given region should last for a period of at 
least 12 months to enable a majority of 
enrolled learners to reach the NLM prescribed 
norms of literacy. It is only when teaching- 
learning during the literacy phase of a 
campaign lasts for this period of time, that 
individual learners are provided with an 
opportunity to have a cumulative net period 
of at least six months of instruction, after 
deduction for interruptions due to 
examinations, vacations, the agricultural 
season and enforced off-sea.son migration. 

IV 

Adult Literacy Outcomes in 
Regional Contexts 

The following tables present the literacy 
outcomes among the sampled learners for 
the selected districts in Maharashtra and 
Goa. Various indicators have been selected 
which throw light on significant aspects of 
the performance of the learners. 

Table 12 presents lil^pracy outcomes among 
the sampled learners along scoring ranges. 
It needs to be emphasised that at the end of 
the literacy phase of the campaign the 
evaluations point to a differential and 


staggered performance among the learners. 
This poses a major difficulty for the post¬ 
literacy phase of the campaign which is 
forced to function on two fronts: Enhancing 
the literacy of those who have attained the 
NLM norms and providing it a functional 
dimension, and completing the three primers 
and the literacy phase for those who have 
not attained the NLM norms. Table 12 
indicates that 58.2 per cent of the learners 
in the selected districts of Maharashtra have 
scored 70 or more marks, a high scoring 
range around the NLM norms of expected 
outcomes. In the high literacy regions of 
Bombay (the CORO literacy drive), Goa, 
Sindhudurg and Wardha, those attaining 70 
or more marks in the test were I6.S, 20.2, 
36.8 and 51.4 per cent, respectively. This 
was in inverse proportion to the literacy 


rates. In contrast, in the comparatively low 
literacy districts of Latur, Ratnagiri and 
Nanded the corresponding percentages were 
54, 60.2 and 61.8 per cent, respectively. 
Clearly the learners in regions of 
underdevelopment and low literacy rate have 
responded b^r to the literacy campaigns. 
Wardha district has a relatively high mean 
performance of 67.2 among its learners 
because of a low dispersion in the scores, 
as indicated by the standard deviation. The 
mean performance of the total coverage of 
CORO learners is an approximation based 
on estimations drawn from learner scores in 
surveys and rapid appraisals conducted at 
different times overthe period 1989 to 1993. 

Apart from the fact that 58.2 per cent of 
the sampled learners in the Maharashtra 
selected districts attained 70 or more marks 


Table 11: Distribution of Sampled Learners by Sex and Number of Months of 
Learning: Maharashtra (Selected Districts) and Goa 


No of Months 
of Learning 
(1) 


Maharashtra 



Goa 


Male 

(2) 

Female 

(3) 

Total 

(4) 

Male 

(5) 

Female 

(6) 

Total 

(7) 

0-3 

780 

2548 

3328 

158 

926 

1084 


(4.8) 

(8.4) 

(7 1) 

(42.0) 

(5.S.8) 

(53.2) 

4-6 

2548 

4773 

7321 

128 

606 

734 


(15.8) 

(15 7) 

(15.7) 

(34.0) 

(36.5) 

(36.1) 

7-9 

3248 

5503 

8745 

40 

48 

88 


(20.1) 

(18.0) 

(18.8) 

(10.6) 

(2.9) 

(4.3) 

10-12 

8468 

13328 

21796 

46 

75 

121 


(52,5) 

(43.7) 

(46.7) 

(12.2) 

(4.5) 

(5.9) 

13-18 

878 

3070 

3948 

1 

1 

2 


(5.4) 

(lO.I) 

(8 5) 

(0.3) 

(0 1) 

(0.1) 

19-24 

226 

1269 

1495 

3 

4 

7 


(1.4) 

(4.2) 

(3.2) 

(0.8) 

(0 2) 

(0.3) 

Total 

16142 

30491 

46633 

376 

1660 

2036 


(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

Means 

9.717 

9.983 

9.989 

5.199 

3 741 

4.010 

Std Err 

0.028 

0.027 

0.020 

0.193 

0.072 

0.070 

Sld Dev 

3.606 

4.674 

4.336 

3.747 

2.934 

3.151 


Notr The selected districts in Maharashtra are Sindhudurg, Wardha, Latur. Ratnagiri and Nanded. 
However, the question of number of months of learning was not covered in Sindhudurg 
district and it is excluded from thi.s table. 


Table 12: Literacy Performance Along Scoring Ranges of Sampled Learners: Bombay. Goa 
AND Maharashtra (Selected Districts) 


Scoring 

Bombay 

Goa 



_Maharashtra_ 



Ranges 

(Coro Lit 


Sindhudurg Wardha 

Latur 

Ratnagiri 

Nanded 

Touil 


Drive) 








(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(M9.9 

3467 

1387 

788 

368 

1326 

2652 

4337 

9471 


(56.8) 

(68.1) 

(28.5) 

(11.2) 

(17.9) 

(24.4) 

(17.3) 

(19.2) 

50-59.9 

1169 

122 

403 

413 

731 

616 

2030 

4193 


(19.2) 

(6.0) 

(14.6) 

(12.6) 

(9.9) 

(5.7) 

(8.1) 

(8.5) 

60-69.9 

457 

155 

553 

812 

1347 

1054 

3217 

6983 


(7.5) 

(5.6) 

(20.0) 

(24.8) 

(18.2) 

(9.7) 

(12.8) 

(14.1) 

70-79.9 

457 

123 

418 

881 

1987 

1850 

5829 

10965 


(7.5) 

(6.0) 

(15.1) 

(26.9) 

(26.8) 

(17.0) 

(23.2) 

(22.2) 

80-100 

553 

289 

599 

803 

2010 

4693 

%77 

17782 


(9.0) 

(14,2) 

(21.7) 

(24.5) 

(27.2) 

(43.2) 

(38.6) 

(36.0) 

Total 

6103 

2036 

2761 

3277 

7401 

10865 

25090 

49394 


(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 




(5.6) 

(6.6) 

(15.0) 

(22.0) 

(50.8) 

(100.0) 

Mean 

43.325 

30.636 

58.466 

67.210 

65.565 

64.402 

68.367 

66.445 

Std Err 

0.324 

0.761 

0.479 

0.331 

0.257 

0.299 

0.148 

0.113 

Std Dev 

25.315 

34.355 

25.155 

18.951 

22.097 

31.144 

23.517 

25.162 
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in the mt. tfw staggered perfonnanoe nuy 
be seen from other indicators: 14.1 percent 
scored 6t>>69.9,8.S per cent scored S0-S9.9, 
and 19.2 per cent fell within the low scoring 
range of 0-49.9 marks. In Goa, in contrast, 
68.1 per cent of the learners in this high 


literacy region were in the low scoring range 
of 049.9 and only 20.2 per cent scored 70 
or more n)aTk$,arefleciion of major problems 
in campaign impiementation. 

The uneven performance of learners 
along scoring ranges is only to be expected. 


The causes range from varying intelligence 
and pedagogical factors relating to the 
teaching-learning process, to the differential 
impact of socio-economic conditions and 
organisational strategies within different 
regions. The post-literacy phase of the 


Tahe 13: Statbmbnt Showing Impact of LrrsaACv Campaigns on Uteracy AccoRoiNa to NLM Norms in Ooa and Maharashtra (Seutted Districts) 


District/Staie 

Age 

Population 

Total 

Total 

Total 

Sample Neo-Literates Estima- 

Estimated Estimated Estimated 

District/ 

(Lileniesaiid 

Group 


Literates 

Illiterates 

Enrolled Evaluated 

in Sample 

ted 

Total Neo Total Neo 

Total 

Stale 

Lit Ri in Age 



(Literacy 


(as Per 

(as Per 

Evaluated 

Total 

Literates 

Literates 

Literates (Estimated 

GfDup74' in 1991) 



Rate) 


Om of 

Cent of 

(as Per Cent 

Nco 

as Per 

as Per 

(New 

Litsand 






Total 

Total 

of Sample Literates 

Cent of 

Cent of 

Lit Rate) NewUt Rt 






Illiterates) Enrolled) 

Evol) 


Enrolled 

Illiterates 


for the Age 













Group(7'f)) 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(II) 

(12) 

(13) 

Goa 780000 

15 35 



35928 

32872 

1070 

239 

73.30 

22.3 

20.4 

Goa 793643 

(45.51) 





(91.5) 

(3.3) 

(22.3) 





(76.8) 


36-60 



64699 

46416 

966 

131 

6313 

13.6 

9.8 








(71.5) 

(2.1) 

(13.6) 







Total 



100627 

79288 

2036 

370 

13643 

17.2 

13.6 








(78.6) 

(2.6) 

(18.2) 






Maharoshtni 













Sindhuduig 

15-35 

275008 

244178 

30830 

27830 

1970 

787 

11104 

39.9 

36.0 

255282 Sindhudurg 

548000 



(88.8) 


(90.3) 

(7.1) 

(39 9) 




(92.8) 

561575 

(75.81) 

36-60 



23.‘i48 

11937 

791 

164 

2471 

20.7 

10.5 


(77.8) 






(50.7) 

(6.6) 

(20.7) 







Total 



54378 

39767 

2761 

951 

13575 

34 1 

24 9 








(73-1) 

(6.9) 

(-34.4) 






WoftJha " 












Wardha 

635000 

15-35 

254727 

220534 

34193 

32208 

3277 

1548 

15202 

47.2 

44.5 

2357.36 

650202 

(69.95) 



(86.6) 


(94 2) 

(10 2) 

(47.2) 




(92.5) 

(71.7) 

Latur 












Latur 

744000 

15-35 

429689 

236563 

193126 

167714 

7401 

3676 

83354 

49.7 

43.1 

319917 

827354 

(55.57) 



(55.1) 


(86 8) 

(4.4) 

(49.7) 




(74.5) 

(61.8) 

Ratnagiri 

15-45 



140411 

128964 

8134 

5116 

81118 

62.9 

57.8 


Ratnagiri 

818000 





(91 8) 

(6.3) 

(62 9) 





916763 

(62.70) 

46-60 



63276 

48742 

2731 

990 

17645 

36.2 

27.9 


(70,3) 






(77.0) 

(.5.6) 

(36.2) 







Total 



203687 

177706 

10865 

6106 

98763 

55 6 

48.5 








(87.2) 

(6.1) 

(56.2) 






Nanded 

9-14 

286084 

210204 

75880 

40023 

2180 

1207 

22173 

55 4 

29.2 

232377 

Nanded 

887000 



(73.5) 


(52.7) 

(5.4) 

(55.4) 




(81.2) 

II38I5I 

(48.17) 

15-45 

890636 

458775 

431861 

.355579 

21470 

12765 

211570 

59.5 

48.9 

670345 

(61.8) 




(51.5) 


(82.3) 

(6.0) 

(59.5) 




(75.3) 



46-60 

214883 

64149 

150734 

32000 

1440 

786 

17408 

54 4 

11.5 

81557 





(29.9) 


(21.2) 

(4.5) 

(54.4) 




(37.9) 



Total 

1391603 

733128 

658475 

427602 

25090 

14758 

251151 

58.7 

38.1 

984279 





(52.7) 


(64.9) 

(5.9) 

(.58.8) 




(70 7) 


Total 

9-14 



75880 

40023 

2180 

1207 

22173 

55.4 

29.2 


Total 

Maharashtra 





(52 7) 

(5.4) 

(55.4) 





Maharashtra 

(Selected Dtsts) 

15-35 



258149 

227752 

12648 

6011 

109660 

48.1 

42 5 


Seltd Dists 

3632000 





(88.2) 

(5.6) 

(48.1) 





4094045 

(59.4) 

15-45 



572272 

484543 

29604 

17881 

292688 

60.4 

51-1 


(66.7) 






(84 7) 

(6-1) 

(60.4) 







36-60 



23548 

11937 

791 

164 

2471 

20 7 

10.5 








(50.7) 

(6.6) 

(20.7) 







46-60 



214010 

8(t742 

4171 

1776 

35053 

43 4 

16.4 








(.37.7) 

{$,2^ 

(43.7) 







Total 



1143859 

844997 

49394 

27039 

462045 

54.7 

40.4 








(73.9) 

(5.8) 

(55.1) 







Note: The estiinaied total literates in the age group (Col • 2) = Existing literates prior to campaign (Col 4) *■ Estimated Total Neo-Tiierates os a result of 
campaign (Col 9). The estimated literates in the age group(7-i-)(Col 13) z Literates in 1991 before campaign (Col I )-i-Estimated total neo-literates 
(Col 9). T^ does not include the neo-litentes emerging from primary education. 


Sminxit: Column I - Census 1991; Columns 3,4,5 and 6 - Data provided by the respective TLC districis/state 
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campaign is forced to run on an uneven keel, 
i e, auacaining tlie literacy of the neo-literates 
and continuing the instruction for those who 
might not have reached NLM norms. An 
adequate organisational solution needs to be 
found to the problem of uneven literacy 
outcomes among learners who might have 
started learning around the same time but 
whose instruction would have to be organised 
differently during the post-literacy phase 
due to uneven learning. 

The figure graphically depicts both the 
uneven learning of evaluated learners along 
scoring ranges towards the end of the literacy 
phase of the campaign as well as the 
differential regional performance. The latter 
aspect follows a pattern. The areas of high 
literacy rates (Bombay 82.5« Goa 75.5, 
Sindhudurg 75.8 and Wardha 70.0 percent), 
generally more urbanised and better endowed 
with educational facilities have performed 


to a lower degree in their literacy drive/ 
campaigns than the districts with low literacy 
rates (Ratnagiri 62.7, Latur 55.6 and Nanded 
48.2 per cent) and with gmierally inadequate 
educational facilities. Tliis may be clearly 
seen by considering the percemageoflearners 
estimated to have scored 70 or more marks 
in the test, which follows a broadly ascending 
order across the range of disCricts/areas 
mentioned above. ^ 

The reasons for the above-mentioned 
phenomenon - lower literacy campaign 
success in high literacy rate districts - are 
several. There are objective contextual and 
subjective motivational and organisational 
constraints to confronting the last remnants 
of illiteracy in regions of high literacy rate 
which are generally areas of high 
urbanisation. Literacy campaigns have to 
address themsel ves to the problem of residual 
illiteracy f>rimari]y among women, in older 


age groups and in peripheral mral areas, or 
among slum and pavement dwellers working 
in the informal sector and new migrants to 
cities. The ilfiterates in such regions form 
amarginalised minority. It becomes difficult 
to base a mass campaign on a minority 
illiterate section. The motivation of both 
learners and instructors/organisers in such 
situations is generally low. The former have 
little time for literacy, being constrained by 
economic circumstances to take whatevo* 
advantage of the opportunities for 
employment with however much depressed 
wages in the informal sector of urbankted' 
contexts. The scattered illiterates in 
households that are geographically dispersed 
within heterogeneous cultural and linguistic 
situations are able to meet their literacy 
requirements through their literate members 
or neighbours. Illiteracy, especially in 
ufbanised contexts, predominates among new 


Table 15: Comparative Perpormancx along Scxmung Ranges of Sampixd Learners for Reading. Writing, Numeracy and Total Literacy 

BY Learner Sex: Maharashtra (Selected Districts) 


Scoring 

Ranges 

(1) 


Rcadinx 



Writinx 



Numeracy 


Total Literaev 

Male 

(2) 

Female 

(-1) 

Total 

(4) 

Male 

(5) 

Female 

(6) 

Total 

(7) 

Male 

(8) 

Fdnale 

(9) 

Total 

(10) 

Male 

(11) 

Reinale 

(12) 

Total 

(13) 

0-49.9 

2.005 

7,779 

9,784 

3,203 

10,565 

13,768 

2,046 

7,361 

9,407 

1.854 

7,617 

9,471 


(12 1) 

(23.7) 

(19.8) 

(19.3) 

(52.2) 

(27.9) 

(12.3) 

(22.5) 

(19 0) 

(11.2) 

(23.2) 

(19.2) 

50-59.9. 

1,330 

2,901 

4,214 

1,998 

4,623 

6,621 

758 

1,917 

2.675 

1,125 

3,068 

4,193 


(7.9) 

(H.8) 

(8.5) 

(12.0) 

(14 1) 

(13.4) 

(4.6) 

(5 8) 

(5.4) 

(6 8) 

(9.4) 

(8.5) 

6069.9 

2.038 

3.783 

5,821 

2,247 

4,148 

6,395 

1,29.3 

.5,083 

4,326 

2,182 

4,801 

6,983 


(12.3) 

(11.5) 

(118) 

(13.5) 

(12.7) 

(12.9) 

(7.8) 

(9-4) 

(8.9) 

(13.1) 

(14.6) 

(14.1) 

70-79.9 

3,176 

5.165 

8,341 

2,213 

3,7.53 

.5,966 

2,288 

4,624 

6,912 

4,039 

6,926 

10,965 


(19.1) 

(15.8) 

(16.9) 

(13-3) 

(11.4) 

(12.1) 

(13.8) 

(14.1) 

(14.0) 

(24.3) 

(21.1) 

(22.2) 

80-100 

8,075 

13,159 

2L234 

6,946 

9,698 

16,644 

10.222 

15,802 

26,024 

7,407 

10,375 

17,782 


(48-6) 

(40 1) 

(43.0) 

(41.8) 

(29.6) 

(33.7) 

(61.6) 

(48.2) 

(52.7) 

(44.6) 

(31.6) 

(36.0) 

Total 

16.607 

32,787 

49.394 

16,607 

32.787 

49,394 

16,607 

32.787 

49,394 

16,607 

32,787 

49,394 


(100.0) 

(100.0) 

(100.0) 

(100-0) 

(100 0) 

(100.0) 

(UK).0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

Mean 

73.461 

64.851 

67.746 

67.139 

57.783 

60.929 

76.642 

66.897 

70 174 

72.546 

63.355 

66.445 

Stdfirr 

0.190 

0 169 

0,130 

0.192 

0 158 

0.125 

0.196 

0.I7I 

0.133 

0.163 

0.146 

0.113 

Std Dev 

24443 

30.573 

28.946 

24.691 

28 626 

27.721 

25.275 

31.046 

29.593 

20.980 

26.504 

25.162 


/Vote: The scores of a maximum of 40 marks for reading, 30 marks for wnting and 30 marks for numeracy have been calculated out of 100 for 
comparative reasons in Latur, Ratnagiri and Nanded districts, whereas the scores of a maximum of 25 marks for reading. 35 marks for writing 
and 40 marks for numeracy have been calculated out of 100 in Sindhudurg and Wardha districts. 


Table 16: Comparative Pbrpdrmance along Scoring Ranges op Sampled Learners for Reading, Writing, Numeracy and Total Literacy 

BY Learner Sex: Goa 


Scoring 

Ranges 

(1) 


Rcadinx 



Writinx 



Numeracy 


Total Literacy 

Male 

(2) 

Female 

(3) 

Total 

(4) 

Male 

(5) 

Female 

(6) 

Total 

(7) 

Male 

(8) 

Female 

(9) 

Total 

(10) 

Male 

(11) 

« 

Female 

(12) 

Total 

(13) 

0-49.9 

189 

1,105 

1,294 

226 

1,249 

1,475 

198 

1,177 

1,375 

203 

1,184 

1,387 


(50.3) 

(66.6) 

(63.6) 

(60.1) 

(75.2) 

(72.4) 

(52.7) 

(70.9) 

(67.5) 7 

(53.9) 

(713) 

(68.1) 

50-59.9 

to 

89 

99 

41 

95 

136 

12 

47 

59 

15 

107 

122 


(2.7) 

(5.4) 

(4.9) 

(10.9) 

(5.7) 

(6.7) 

(3.2) 

(2.8) 

(2.9) 

(3.9) 

(6.4) 

(6.0) 

60-69.9 

20 

79 

99 

22 

54 

76 

27 w- 72 

. 99 

31 

84 

115 


(5.4) 

(4.8) 

(4.9) 

(5 9) 

(3 3) 

(3.7) 

(7.2) 

(43) 

(4.9) 

(8.2) 

(5.1) 

(5.6) 

70-79.9 

26 

82 

108 

14 

42 

56 

37 

118 

155 

40 

83 

123 


(6.9) 

(4.9) 

(5.3) 

(3.7) 

(2.1) 

(2.8) 

(9.8) 

(7.1) 

(7.6) 

(10.7) 

(5.0) 

(6.0) 

80-100 

131 

305 

436 

73 

220 

293 

102 

246 

348 

87 

202 

289 


(34.7) 

(18.3) 

(21.4) 

(19.4) 

(1.3.3) 

(14.4) 

(27.1) 

(14.9) 

(17.1) 

(233) 

(12.2) 

(14.2) 

Total 

376 

1.660 

2,036 

376 

1.660 

2,036 

376 

1.660 

2.036 

376 

1,660 

2,036 


(100.0) 

(100.0) 

(JOO.O) 

(100.00) 

<100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100,0) 

Mean 

45.419 

30.120 

32.946 

36.472 

26.249 

28.137 

41.454 

26.359 

29.147 

4I.S4S 

27.831 

30.636 

Std Err 

2.212 

0.935 

0,874 

1.821 

0.810 

0.746 

2.036 

0.881 

0.821 

1.900 

0.816 

0.761 

Std Dev 

42.887 

38.086 

39.455 

35.309 

32.989 

33.656 

39.484 

35.894 

37.040 

36.847 

33.258 

34.355 


The scores of a maxiinum of 40 marks for reading, 30 marks for writing and 30 marks for nimiericy have been calculatod out of 100 for 


comparative reasons. 
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migrants who are struggling to establish a 
foothold in the cities. The educational 
requirements of women and girl children 
remain the most neglected in such situations. 

Instructors and organisers in urban areas, 
as well as the literate population in g^eral, 
have a low degree of motivation and little 
time to address themselves to what is 
considered to be a marginal phenomenon. 
Allocation of time for literacy conflicts with 
the priorities of earning one's living, running 
one's household and enhancing one’s 
education, for both instructors/organisers 
and learners. A utilitarian, instrumental 
approach to literacy predominates to a 
greater extent in urban areas. It appears 
that the greater the professionalism and 
specialisation, the less is the voluntarism in 
monetary terms. Literacy messages tend to 
be diluttui and dissipated by conflicting 
media stimuli*television, cable, video 
parlours, film - and their claims on time To 
add to these limitations, it becomes difficult 
to redeploy in the cause of literacy, 
educational and other institutions that have 
grown to be functionally specialised. 
Collaboration between, and co-ordination 
of persons, organisations, institutions, and 
government departments is difficult in 
situations where there is a heightened sense 
of self-identity, individualism or egoism. 

' Administrative authonty in urban situations 
is functionally linear and vertical, losing its 
weight with a widening geographical sphere. 
Monitoring the teaching-learning process of 
dispersed residual learners po.scs a major 
problem. 

,ln regions of low literacy and in the rural 
areas, on the other hand, the illiterate popu¬ 
lation constitutes a maiorily. Mobilisational 
processes are facilitated by this mass base 
and the campaign has a greater potential of 
becoming a movement in favour of the 
majonty. The density of illiteracy ironically 
facilitate.s organisation, assisted by the tacc- 
to-face interaction, the greater sense of 
community identity and the authority 
exercised by decentralised participatory 
institutions such as the gram panchayats and 
the village education committees. This is 
especially true in the matterof literacy which, 
at least initially and on the surface, is 
perceived as non-threatening to conflicting 
interests. The administrative structures are 
clear-cut from the district and block, to the 
village level. The authority of the collector/ 
chief executive officer, the chairperson of 
the district literacy committee, when 
exercised in favour of the literacy campaign 
provides it a high degree of legitimacy. The 
coming together of the learners in literacy 
classes, when conducted in an appropriate 
manner, provides a welcome break from the 
monotony of everyday work. For women, 
in particular, it provides legitimacy for scKial 
interactioni In general in the rural areas there 
is <1 comparatively higher degree of 


motivation among the illiterate to take 
advantage of the literacy campaign for the 
however little status and social mobility that 
it might offer. Women, in particular, are 
motivated to literacy by what it provides by 
way of enhanced sense of self worth and 
ability to communicate to a wider sphere and 
to nurture the formal education of children. 

The crucial appeal of the literacy 
campaign, which distinguishes it from earlier 
adult education and other development 
programmes, is the spirit of voluntarism and 
decentralised community participation with 
social accountability. In rural areas, these 
ingredients are concretised in the village 
literacy committee. An effective village 
literacy committee makes the crucial 
difference in the success or failure of the 
campaign at the decentralised levels. These 
features of the campaign are difficult to 


attain in high iiteracy/urban afeas. It is 
difficult to find the equivalent of the village 
as a micro-organisational unit in urban areas, 
hence the comparatively lower degree of 
success. It is like forcing a non-formal 
' element (adult education) into the informal 
sector of formally organised contexts. In 
high literacy regions a strategy of 
strengthening the formal primary education 
system and reaching out beyond that to 
the residual adult illiterates in the age group 
15-45 with elements of functionality and 
certification might produce better results. In 
the low literacy rural areas there is a need 
to act on both fronts. It appears that success 
rates through literacy campaigns might be 
easier to attain but more difficult to sustain 
in the rural areas, considering the extent of 
illiteracy and the lack of a literate environment 
during post-literacy. In the urban'^areas 


Table 17: Comparative Performance Along Scoring Ranges of Sampled Learners for Reading, 
Writing, Numeracy and Total Ltteracy by Learner Age: Maharashtra (Selected Districts) 


Scoring 

Ranges 

(1) 

Reading 

_Writim_ 

Numeracy 

Total Literacy 

Main Age 
Group 
(2) 

Reu 

(3) 

Main Age 
Group 
(4) 

Rest 

(5) 

Main Age 
Group 
(6) 

Rest 

(7) 

Main Age 
Group 
(8) 

Rest 

(9) 

0-49.9 

7.578 

2.206 

10,997 

2,771 

7.262 

2,140 

7,309 

2.162 


(I7.Q) 

(30.9) 

(26.0) 

(38.8) 

(17.2) 

(30.0) 

(17.3) 

(30.3) 

50-59.9 

3.629 

585 

5.713 

908 

2,292 

383 

3,560 

633 


(8.6) 

(8.2) 

(13..5) 

(12.7) 

(5.4) 

(5.4) 

(8 4) 

(8.9) 

60-69.9 

.5.129 

692 

5,567 

828 

3,791 

585 

6,027 

956 


(12.1) 

(9.7) 

(13.2) 

(11.6) 

(9,0) 

(8.2) 

(14.3) 

(13.4) 

70-79.9 

7.351 

990 

5.283 

683 

5.970 

942 

9.654 

1.311 


(17.4) 

(13.9) 

(12.5) 

(9.6) 

(14.1) 

(13.2) 

(22.8) 

(18.4) 

HO-100 

18.565 

2.669 

14,692 

1.952 

22,932 

3,092 

15,702 

2.080 


(43 9) 

(37.4) 

(34.8) 

(27.3) 

(54.3) 

(43.3) 

(37.2) 

(29.1) 

Total 

42.252 

7,142 

42.252 

7.142 

42.252 

7,142 

42,252 

7.142 


(100.0) 

(100.0) 

(lOOO) 

(100.0) 

(100 0) 

(100.0) 

(100.0) 

(100.0) 

Mean 

69 182 

59.251 

62.337 

52.599 

71.759 

60.797 

67.913 

57.761 

StdErr 

0.135 

0.406 

0.130 

0.376 

0.137 

0.417 

0.116 

0.364 

Std Dev 

27.687 

34.285 

26.725 

31.752 

28.227 

35.223 

23.780 

30.741 


Note The Rest: Refers to those age groups different from the main age group of focus in the literacy* 

campaigns which were generally 15-35 or 15-45. 


Tabi£ 18: Comparative Performance Along Scoring Ranges of Sampled Learners for Reading. 
Writing, Numeracy and Total Literacy by Learner Age. Goa 


Sconng 

_Reading_ 

_Wnting_ 

__Numeracy_ 

Tottl Literacy 

Ranges 

Main Age 

Rest 

Main Age 

Rest 

Main Age 

Rest 

Mom Age 

Rest 


Group 


Group 


Group 


Group 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

0 49.9 

605 

689 

701 

774 

658 

717 

655 

732 


(56.5) 

(71.3) 

(65.5) 

(80.1) 

(61.5) 

(74.2) 

(61.2) 

(75.8) 

59-59.9 

51 

48 

92 

44 

39 

20 

76 

46 


(4.8) 

(5.0) 

(8.6) 

(4.6) 

(3.6) 

(2.1) 

(7.1) 

(4.8) 

60-69.9 

58 

41 

50 

26 

61 

38 

74 

41 


(5.4) 

(4.2) 

(4.7) 

(2.7) 

(5.7) 

(3.9) 

(6.9) 

(4.2) 

70-79.9 

76 

32 

39 

17 

88 

67 

77 

46 


(7.1) 

(3.3) 

(3.6) 

(1.8) 

(8.2) 

(6.9) 

(7.2) 

(4.8) 

80-100 

280 

156 

188 

105 

224 

124 

188 

101 


(26.2) 

(16.1) 

(17.6) 

(10.9) 

(20.9) 

(12.8) 

(17 6) 

(10.5) 

Total 

1,070 

966 

L070 

966 

1,070 

966 

1,070 

966 


(100.0) 

(100.0) 

(100.0) 

(100,0) 

(100 0) 

(100.0) 

(100.0) 

(100.0) 

Mean 

39.241 

25.973 

34.402 

21.197 

34.698 

22.999 

36.426 

23.648 

Std Err 

1.237 

1.193 

1.058 

1.002 

LI66 

1.120 

1.070 

1.040 

Std Dev 

40.478 

37.082 

.34.611 

31.143 

38.127 

34.798 

.35.007 

32.334 


Note . Main age group refers to age group 15-35. Rest refers to age group 36-60. 
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PirouRi: Comparative P^ipormance of Sample Lbarkers: Maharashtra (Selected Districts) and Goa 


120 


I 

i 



Bombay Goa Sindhudurg 


(CORO 

Estimated) 



1 I I I—-1 

Wardha Latur Ratnagiri Nanded Maharashtra 


(Selected 

Districts) 

Scoring Ranges' 


0 - 49.9 
70 - 79.9 


50 - 59.9 
KO - 100 


EI3 - 69,9 


confronted with residual illiteracy, the reverse 
is likely to be true. 

However, success in adult literacy in high 
literacy urban areas is not impossible. This 
is demonstrated by the experience of the 
Committee of Resource Organisations 
(CORO), a voluntary organi.sation working 
in slum pockets of M ward of Bombay city, 
and the Mass Programme of Functional 
Literacy (MPFL) of Ambcdkar College in 
Rahul Nagar and Korba Mitha Char slum 
communities of Bombay, respectively. These 
areas were able to attain success rates 
comparable to the better performing rural 
districts of Maharashtra. An intensive and 
condensed period of instruction: learning in 
groups in open spaces to create an educational 
environment; close and regular monitoring: 
community participation; and an element of 
functionality marked the success of these 
literacy drives in urban areas. Campaigns in 
urban areas would be facilitated by some 
element of cert ifi cat ion, perhaps through 
appearing for the examinations conducted 
by the National Open School, and with a 
more specific targeting of occupational and 
community groups: programmes being 
operationalised according to context. The 
objective problem has less to do with the 
urban context than with the fact of residual 
illiteracy. 

A comprehensive picture of the regional 
profileof theimpactof the literacy campaigns 
on literacy in Goa and the selected districts 
of Maharashtra is provided in Table 13. 
along various indicators: literacy rates in the 


districts/slates according to the 1991 census 
prior to the respective campaigns; number 
of illiterates identified in the surveys pnor 
to the campaign, number enrolled: samples 
evaluated; and estimated nco-literates (lho.se 
achieving the NLM norms in the prescribed 
test), with its impact on the literacy rates of 
the respective regions for the population 


aged seven years and above. The data arc 
provided according to the age groups that 
were taken up within each campaign. 

In Goa one finds that 78.6 per cent of the 
identified illiterates in the total age group 
of 15 - 60 were enrolled. The percentage of 
enrolment was higher in the younger age 
group. The sample evaluated formed 2.6 per 


Tabll [9. Di.sTRiBunoN Of Sampled Learners Achieving NLM Norms or Literacy by Their 
C oMMUNHiES' Maharashtra (SEirrrED Districts) and Goa 


Learner 



_MaharashJra_ 



Goa 

Coiiiinunity 

(1) 

Sindhudurg 

(2) 

Wardha 

(3) 

l^tur 

(4) 

Katnagiri 

(5) 

Nanded 

(6) 

Total 

(7) 

(8) 

SC, ST, NT 

98 

695 

1.2.59 

302 

7,331 

9,685 

15 


(10 3) 

(44.9) 

(34.2) 

(4,9) 

(49.7) 

(35.8) 

(4.1) 


(28..S) 

(46.0) 

(44.3) 

(60.0) 

(.54.8) 

(.52.1) 

(12.9) 

Nco-Buddhi.si 

35 

146 

69 

690 

839 

1.779 

13 


(3 7) 

(9 4) 

(1.9) 

(11.3) 

(5 7) 

(6.6) 

(3.5) 


(23 5) 

(.54 7) 

(42 6) 

(55.7) 

(57.2) 

(54.2) 

(86.7) 

OBC 

175 

592 

351 

3.841 

1,343 

6,302 

98 


(184) 

(38.2) 

(9.5) 

(62.9) 

(9.1) 

(23.3) 

(26.5) 


(33 7) 

(45.2) 

(54.8) 

(53 3) 

(63 7) 

(53.5) 

(19.5) 

Upper cast Hindu 

643 

68 

1.618 

898 

3,996 

7,223 

111 

167.6) 

(4.4) 

(44.0) 

(14.7) 

(27.0) 

(26 7) 

(29 7) 


(36 8) 

(59.6) 

(56.2) 

(61,5) 

(62.4) 

(57 3) 

(ILO) 

Musiiiii 


47 
(3.0) 
(61 0) 

379 
(10.3) 
(43 1) 

375 

(6.1) 

(83.5) 

J.249 
. (8.5) 
(72.4) 

2.050 
(7.6) 
(65 5) 

10 

(2.7) 

(15 9) 

Christian 







123 

(33.2) 

(.39.0) 

Total 

951 

1,548 

3,676 

6,106 

14,7.58 

27,039 

370 


(100.0) 

(100.0) 

(100 0) 

(100.0) 

(100 0) 

(100.0) 

(l(K).O) 


(34.4) 

(47.2) 

(49.7) 

(.56.2) 

(58.8) 

(54 7) 

(18.2) 


Mffes: The figures in the first brackets ore column perccntage.s, in the second brackets are learners 
achieving NLM nonns of literacy as a percentage of (he enrolment from their respective 
community category. 
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cent of the enrolled, despite our attempting 
a targeted coverage of 10 per cent of the 
enrolled through a stratified sample of gram 
panchayats and nHinicipal councils of the 
state. Based on our field experiences, and 
in comparison with the percentage samples 
achiev^ in the Maharashtra districts, one 
comes to the conclusion that the low coverage 
in Goa was a reflection of the slackening 
of the teaching-learning process and the 
status of the campaign at the time. An 
estimated 17.2 per cent of the enrolled 
achieved the status of neo-literates according 
to the NLM norms. The estimated 13.643 
neo-literates formed only 13.6 per. cent of 
the identified illiterates. 

The total picture for the Maharashtra 
districts, shown at the bottom of Table 13, 
represents the combined performance of the 
relatively high literacy rate districts of 
Sindhudurgand Wardha, and the low literacy 
districts of Ratnagiri. Laiur and Nanded. A 
total of 11.4 lakh illiterates were identified 
in the surveys and 8.4 lakh (73.9 per cent) 
WQre enrolled. The percentage enrolment 
was higher in the younger age group of 15 
to 35/45 years, as was to be expected. The 
even younger age group of nine to 14 had 
a low percentage of enrolment due to their 
peculiar situation; too old for formal 
education and yet too young to be motivated 
to break away from (heirgainful employment 
to join adult non-formal education. Wc were 
able to achieve an actual sample of 5.8 per 
cent on the whole with an extensive coverage 
of49.394 learners, after attempting a .sample 
coverage ranging from 7 to 10 per cent 
depending on feasibility and based on the 
size of the enrolment in the different literacy 
campaigns. 

Considering the success rates as the nco- 
literates (those achieving the NLM norms 
of 70 per cent marks on the whole in the 
prescribed test and 50 per cent in each of 
the components of reading, writing and 
numeracy) as a percentage of the samples 
evaluated, and applying these success rates 
to the enrolled, one is able to roughly estimate 
that a total of 4.6 lakh learners have achieved 
the NLM norms of literacy. The estimates 
are weighted by age group and are based on 
the assumption that those who did not appear 
for the test (approximately 15 per cent) but 
were enrolled in the sampled villages and 
wards/municipal councils stratified by taluka, 
would have passed and failed in the same 
proportion as those who had appeared. The 
assumption is fair enough given that cross 
checks revealed that those who did not appear 
for the tests did so generally for reasons 
other than their learning, i e, pregnancy, 
illness, work, seasonal migration, etc. 

The results of the literacy campaigns have 
been worked out under fairly rigorous 
conditions of testing that at the same time 
do justice to the human dimensions of the 
massive efforts that are these campaigns. 


The esttmattons based on highly extensive 
and diverse samples suggest that the neo- 
literates according to the NLM norms formed 
55 per cent of the enrolled and 40 per cent 
of the identified illiterates. These percentages, 
together with the 74 percent of the illiterates 
who were enrolled, provide a useful index 
of what might be a minimum expectation 
of satisfactory performance from the literacy 
campaigns, not only for Maharashtra but for 
the country as a whole. 

The NLM is justified in setting a high 
norm for achievement in literacy, i e. at least 
70 marks on the aggregate in the test and 
at least 50 per cent marks in each component 
of reading, writingand numeracy. This would 
set the basis for gradual independent learning 
with lower possibilities of relapse. However, 
the expectation that 80 per cent of the 
identified illiterates would achieve these 
levels within the constraints of the literacy 
campaigns is unrealistic, given that the 
Maharashtra data suggest that about 74 per 
cent of the illiterates identified in this survey 
gel enrolled in the first place. 

The concept of ‘total* literacy is a unifying 
ideal that has tremendous mobilising value. 
It should, however, not serve as a top-down 
or other-initiated pressure weighing down 
the minds of local organisers, since the result 
would only be to encourage deception. The 
concrete and feasible objective of literacy 
campaigns thus should not be ‘total or 100 


ppr pent Hteracy', tet iiytng the basis of « 
democratic and cridcaHy teaming society. 
This objective incorporates not only a 
massive effort to drastically reduce adult 
illiteracy (say by about 50 per cent), in a 
manner in which the social mobilisational 
process is as Important as the literacy product, 
but also an attempt to stem the flow of 
illiteracy through strengthening the primaiy 
education system. Organisation for the 
functional uses of literacy and for the 
assertion of basic human rights relating to 
basic needs is very much part of this objective. 
Organisation, in addition, is a necessary 
condition for sustainingliteracy through post¬ 
literacy and functionalised continuing 
education for gainful employment. 

The data for Maharashtra indicate that the 
highest success rates of the neo-literate as 
a percentage of the enrolled (60.4 per cent) 
and of the identified illiterate (51.1 per cent) 
was for the age group 15-45. For the youngest 
age group of nine to 14, the neo-literate as 
a percentage of the enrolled was relatively 
high, but as a percentage of the illiterate it 
was among the lowest given that a 
comparati vely lower percentage got enrolled 
in the first place. Once enrolled theiryounger 
age was more conducive to learning. The 
total impact of the literacy campaigns in the 
selected districts of Maharashtra, discounting 
for the neo-literates through the primary 
education system and for the real possibility 


Tabi.e 20: DisTRiBimoN of Sampled Learnihs Achheving NLM Norms of Literacy by Their 
Occupation: Maharashtra (Sfi ected Districts) and Goa 


Learner _Maharashtra_ Goa 


Occupaflon 

Wardha 

Latur 

Katnagiri 

Nanded 

Total 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

Cultivator 

115 

626 

3,632 

3.093 

7,466 

41 


(7.4) 

(17.0) 

(59.5) 

(20.9) 

(28.6). 

(11.1) 


(46.4) 

(57.2) 

(57.3) 

(66.4) 

(60.5) 

(20.7) 

Agricultural labourer 

1,237 

1,785 

1,263 

7,714 

11,999 

79 


(79.9) 

(48.6) 

(20.7) 

(52.3) 

(46.0) 

(21.4) 


(46.2) 

(49.4) 

(51.6) 

(57.3) 

(.54.0) 

(10.7) 

Self employed 

16 

112 

47 

300 

475 

21 


(1.0) 

(3.0) 

(0.8) 

(2.0) 

(1.8) 

(5.7) 


(31.4) 

(48.3) 

(61.8) 

(60.4) 

(.55.5) 

(30.9) 

Housewife 

118 

898 

788 

2,598 

4,402 

164 


(7.6) 

(24.4) 

(12.9) 

(17.6) 

(16.9) 

(44.3) 


(56.5) 

(49.0) 

(57.4) 

(55.4) 

(54.4) 

(21.3) 

Permanent employed 

7 

11 

18 

54 

90 

1 


(0.5) 

(0.3) 

(0.3) 

(0.4) 

(0.3) 

(0.3) 


(35.0) 

(57.9) 

(40.0) 

(48.6) 

(51.4) 

(9.1) 

Casual employed 

7 

151 

114 

518 

790 

25 


(0.5) 

(4.1) 

(L9) 

(3.5) 

(3.0) 

(6.8) 


(100.0) 

(34.8) 

(53.8) 

(56 7) 

(50.4) 

(19.8) 

Fishing 

- 

- 

234 

- 

234 

14 




(3.8) 


(0.9) 

(3.8) 




(64.1) 


(64.1) 

(24.6) 

Other 

48 

93 

10 

481 

632 

25 


(3.1) 

(2.5) 

(0.2) 

(3.3) 

(2.4) 

(6.8) 


(72.7) 

(52.2) 

(40.0) 

(63.8) 

(61.4) 

(35.7) 

Total 

1.548 

3.676 

6J06 

14,758 

26.088 

370 


(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 


(47.2) 

(49.7) 

(56.2) 

(58.8) 

(55.9) 

(18.2) 

Ntnes: The ftguies in the fittt brackets are column peroentagea. in the second brackets ut learners 

achieving NLM norms of literacy as a percentage of their lespcctive community categories o 


evaluated leamere. 
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of rdaptie, is estimated to have raised the 
literacy rate for the age group 7 and above 
in these districts taken as a whole Irum 59.4 
to 66.7 per cent, an increase of seven 
percentage points in just about two years. 

Considering the performance of each of 
the selected regions in Table 13, one 
noteworthy factor is the general trend that 
the higher the literacy rate ot the district in 
the age group 7 and above, the lower in 
general was the success rate in the campaign 
measured as neo-literaics as a percentage of 
the enrolled. The high literacy areas of Goa. 
Sindhudurg and Wardha have been able to 
enrol a higher percentage of illiterates as 
compared to the relatively low literacy 
regions of Ratnagiri. Latur and NandCd. 
However, the latter districts have succeeded 
in imparting literacy to a higher percentage 
of their enrolled learners as compared to the 
former. It needs to he pointed out that the 
'total literacy' declaration of Sindhudurg 
and Wardha was only with respect to the age 
group 15-35. The declarations were based 
on the then generally prevalent norm of the 
literacy rate in the particular age group 
crossing the 90 per cent mark in the district 
and was due mainly to the fact that the 
literacy rate in the given age group was 
cilready high prior to the campaign. These 
districts do not achieve 'total literacy' 
according to the later August 1992 norm of 
the Dave Committee that at least 80 per cent 
of the identified illiterates in the given age 
group should achieve literacy according to 
the NLM expected levels. The positive 
feature of the ambitious Dave Committee 
norms for declaration is perhaps that they 
have virtually normed total literacy claims 
and declarations out of existence 

Instead of setting a high stake on 'total 
literacy declaration* at the end of the first 
phase of the literacy canipaigns. it seems 
appropriate to have a function that is more 
in the nature of an occasioiUbr social accoun- 
lability. The purpoi^^vould be to assess the 
achievements o^c^hipaign in terms of 
literacy outcomes and s^iat mobilisation, 
to plan for the pbstiltcracy phase and to 
felicitate individuals and Institutions that 
might have played a majt^rolc. 

The main value of tt«c lueracy campaigns 
in Maharashtra, and for that matter in the 
rest of the country wherever they have been 
successfully carried out. may he seen less 
in the success rates of literacy outcomes but 
more with respect to the absolute number 
of neo-literatcs wtthin a brief period of time - 
persons who have been provided the 
enabling and potcrmally emptiwering skills 
of literacy through a larger mobilisational 
effort that eniai led deccntral i sat ion, people ’ s 
participation and the spirit of voluntarism. 
The evaluated literacy campaigns in 
Maharashtra have been largely successful in 
this respect. The potential intermsof numbers 
and in relation to the character of the process 


inherent in the literacy phase, at the same 
time poses a problem during post-literacy - 
that of sustaining the massive voluntary 
effort, together with and in favour of tlic 
neo-literates, on a scale far greater than the 
earlier adult education programmes for the 
same period of time. Instead of a trickle of 
neo-literatcs the literacy campaigns arc 
suddenly faced with a flood. 

V 

Adult Literacy Outcomes 
in Programmatic Contexts 

How do the present literacy campaign.s in 
selected districts of Maharashtra and Goa 
compare* with earlier adult educational 
programmes in those same regions? This is 


an issue which gains importance when one 
considers contrasting approaches to literacy 
and their relative advantages. 

The National Adult Education Programme 
(NAEP) initiated in 1978 identified an 
important productive age group that was 
also significant in reproductive 'population* 
icrm.s. Persons in the age group of 15 - 35 
were, in addition, likely parents of children 
of school-going age who were potentially 
non-cnrolled or school drop-outs. The 
obj^lives of functional literacy were clearly 
identified and towards the later stages of the 
programme an intensive area approach wa.s 
emphasised. While being a mass programme 
at the national and state levels in terms of 
desired coverage, and while .setting up a 
hierarchical structure of administration to 


Tarli: 21 Liri-HA('Y Plrfokmance along ScoKiNfi Ranges by Llahnbr Sex and the Sex of 
Their lNSTRi'rTOR.s. Maharashtra (Sfci.ErTeo Histkicts) 


Scoring _ Instructor Male _ Instructor Female _ Instructor Total 


Ranges 

Male 

Female 

Total 

Male 

Female 

Toial 

Male 

Female Total 


Learner 

Learner 

Learner 

Learner 


Learner 

Learner 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

0-49 9 

l,.590 

.3.903 

5,493 

264 

3.714 

3,978 

1.854 

7,617 

9,471 


GO 8) 

(25.4) 

(18.3) 

(14.1) 

(21.3) 

(20 6) 

(1L2) 

(23.2) 

(19.2) 

50-59.9 

987 

1.409 

2.396 

1.38 

1.659 

1,797 

1.125 

3.068 

4.193 


(6.7) 

(9.2) 

(8 0) 

(7 4) 

(9.5) 

(9.3) 

(6 H) 

(9.4) 

(8.5) 

60-69 9 

L944 

2,194 

4.1 38 

248 

2,607 

2,845 

2.182 

4,801 

6,983 


(1-^2) 

(14 3) 

(13.7) 

(12.7) 

(15 0) 

(14 7) 

(13 1) 

(14.6) 

(14.1) 

70-79 9 

3.579 

3,081 

6.660 

460 

3,845 

4.,3()5 

4.0.39 

6,926 

10.965 


(24 3) 

(20-1) 

(22.1) 

(24 6) 

(22.1) 

(22.3) 

(24.3) 

(21,1) 

(22.2) 

80-100 

6.637 

4.77.3 

11.410 

770 

5.602 

6,372 

7.407 

10.375 

17.782 


(45 0) 

(31.1) 

(37 9) 

(41.2) 

(32 1) 

(33 0) 

(44.6) 

(31.6) 

(36 0) 

Total 

14,737 

15,360 

30.097 

1.870 

17.427 

19.297 

16.607 

32,787 

49,394 


(MX) 0) 

(l(K).O) 

(KM) 0) 

(l(K)O) 

(100.0) 

(l(X)0> 

(i(X) 0) 

(KK).()) 

(l(K).O) 


(49 0) 

(SI.O) 

(l(K).O) 

(10.0) 

(90.0) 

(100.0) 

(33.6) 

(66 4) 

(100.0) 

Mean 

72 847 

62 049 

67 336 

70 172 

64.506 

65 055 

72 546 

63.3.55 

66.445 

Sid Err 

0 170 

0.223 

0.144 

0.545 

0 193 

0.182 

0.163 

0 146 

0.113 

Std Dev 

20 61.3 

21M1 

25 (M)5 

23.551 

25.466 

25.341 

20.980 

26..504 

25.162 


NtHe: The figures in the second brackets in the total column arc percentages of learner sex to their 
rcspeclive total instructor sex. 


Table 22 Liti ra(*y Performanct Au>nc. Scorinc; Ranges by Liarner Sex and the Sex of 

Their Instructors: Goa 


Scoring _ ln>s|f.uctof, Maig_ _losiruciof Female_ _Instructor Total 


Ranges 

Male 

Fcmaic 

Total 

Male 

Female 

Total 

Mule 

Female 

Total 

Learner 

Learner 


Learner 

Learner 


Learner 

Learner 

(1) 

(2) 

(3)- 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(lU) 

0-49.9 

104 

.341 

445 

99 

843 

942 

203 

I.IK4 

1,387 


(45.4) 

(71.3) 

(62.9) 

(67.3) 

(71.3) 

(70 9) 

(53 9) 

(71 31 

(68.1) 

50-59.9 

10 

35 

45 

5 

72 

77 


107 

122 


(4.4) 

(7.M 

(6.4) 

(3.4) 

(6.1) 

(5.8) 

(3.9) 

10.4) 

(6 0) 

60-69.9 

21 

21 

42 

10 

63 

73 

31 

84 

115 


(9 2) 

(4.4) 

(5.9) 

(6.8) 

(.3.3) 

(5.5) 

• (8 2) 

(5 1) 

(5.6) 

70-79.9 

29 

23 

52 

11 

60 

71 

40 

83 

123 


(127) 

<4.«) 

(7.4) 

(7.5) 

(5 1) 

(5.3) 

(106) 

(5.0) 

(6.0) 

80-l(X) 

75 

3K 

123 

22 

144 

166 

87 

202 

289 


(28 3) 

(12.2) 

(17.4) 

(15.0) 

(12.2) 

(12,5) 

(23 4) 

(12.2) 

(14.2) 

Total 

229 

478 

707 

147 

1.182 

1,329 

376 

1.660 

2.036 


(100.0) 

(l(K).O) 

(l(X)U) 

(l(X).O) 

(100.0) 

(100.0) 

(lOO.O) 

(lOO.O) 

(100.0) 


(32,41 

<67.6) 

(l(K).()) 

(Ml) 

(88 9) 

(100.0) 

(18.5) 

(81..5) 

(100.0) 

Mean 

48 742 

27.994 

34.714 

.30.333 

27.765 

28.049 

41.545 

27.831 

30.636 

Std Err 

2 402 

I.SI4 

1.336 

2.877 

0.970 

0.919 

1.900 

0.816 

0.761 

Std IX'v 

36 347 

33.093 

35 510 

34.876 

33 33K 

33 508 

36.847 

33 258 

34 355 


Miff: The figunrs in the second brackets in the total column arc iierccniagcs ol learner sex to their 
respective total instrucior sex 
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$uit this programme, the NAEP with its 
^Centres' conducted by instructors receiving 
an honorarium lacked certain innovative 
features iVhich were from 1988to be initiated 
by the NLM through the approach of literacy 
campaigns. 

The literacy campaigns, in addition to the 
features of the NAEP and at times in contrast 
to them, underlined the need for a co- 
ordinated mobilisation of various .sectors 
and sections of society; decentrali.sation of 
organisational structures and deci.sion- 
making; people’s participation and the spirit 
of voluntarism as essential ingredients of the 
campaign at all levels, and the concise 
intensive approach to literacy in.struction in 
adefined region facilitated by the 'improved 
pace and content of learning’ (IPCL) 
methodology. These characteristics of the 
literacy campaign have been unevenly 
implemented in different regions. 

Table 14 attempts to compare the literacy 
campaigns with earlier adult education 
programmes in the same regions with a 
focus on the period of time, the extent of 
enrolment according to different age groups, 
the quality of literacy, and the number of 
adults made literate according to gender 
categories. In general it might be stated that 
the learners estimated to have become literate 
according to the high NLM norms for literacy 
under the fairly rigorous conditions of 
evaluation of the selected literacy campaigns, 
would have attained a higher level of literacy 
than those reported to have l^en made I iterate 
in the earlier adult education programmes 
with lower passing marks and normally not 
subjected to verification. 

In Goa-a high literacy region with a 
good infrastructure of primary schools and 
with problems of residual illiteracy mainly 
among rural women in lalukas away from 
the coast and the state capital - the enrol ment 
over a period of seven years in the NAEP 
from 1985-86 to 1991-92 was about 69.778 


persons in the age group 15-3S. Women 
formed 71 per cent of the enrolled. In 
contrast, the literacy phase of the campaign 
extending over a period of 15 months from 
June 1992 to September 1993 was able to 
enrol only about half that number in the 
age group 15-35, but a higher total figure 
of 79,288 learners in all age groups from 
15-60. Only 12.9 per cent of the enrolled 
numbering 8,968 persons were reported to 
have been imparted literacy in the seven- 
year period that has been selected for the 
earlier programme, despite the investment 
i n4,173 adult education centres. The literacy 
campaign, in contrast, provided literacy to 
a higher percentage of enrolled learners (22.3 
per cent) in the age group 15-35 and 17.2 
per cent in the total age group 15-60. The 
performance of the fiteracy campaign, while 
being generally unsatisfactory, was however 
belter when compared lo the earlier 
programme. 13,643 persons are estimated to 
have been imparted literacy, forming 17.2 
per cent of the enrolled. 

The total picture for Maharashtra at the 
bottom of Tabic 14 reflects the cumulative 
impact of various regional programmes, 
contrasting the performance ol the earlier 
adult education programmes with the literacy 
campaigns in the selected districts. 
Sindhudurg in the Konkan coastal region of 
Maharashtra north of Goa and Wardha in 
the Vidarbha region to the north-east have 
in common high levels of literacy and a 
comparati vely gtxxi infrastructure of pnmary 
schools. Ratnagiri district also in the Konkan 
region and Latur and Nanded districts in the 
Marathwada region, in contrast with the 
above, have lower levels of literacy, a 
relatively poor educational system and higher 
degrees ot underdevelopment. 

For varying periods of eight years from 
1982-83 lo 1991 -92 in these selected dislricis, 
amounting to a total selected time span of 
10 years, the NAEP had been able to enrol 


about 7.S lakh learners in the age group 
15-35. The proportion of enrolled males to 
females was 35:65. The sum of the literacy 
campaigns, in contrast, for varying periods 
ranging from 14 months in Sindhudurg 
district to 22 months in Ratnagiri, totally 
amounting to a three-year period, were able 
to enrol nearly the same number of learners 
(7.1 lakh) in a comparable main age group 
of focus 15-35/45.Thecomparativelygrcater 
absolute number of enrolled male learners 
in this age group in the literacy campaigns 
is reflected in the gender ratio of 45:55 
enrolment. The success rate of adults made 
literate from among the enrolled is slightly 
higher (60.6 per cent) in the earlier 
programmes as compared to the literacy 
campaigns (56.5 per cent) for the younger 
age group. This could well be due to the 
lower degree of success in imparting literacy 
to female learners; 60.1 per cent in the 
earlier programmes as compared to 49.6 
per cent for the literacy campaigns. The 
literacy campaigns have in addition enrolled 
1.3 lakh learners in the age group nine to 
14 and 36/46-60 years at a lower success 
rate of 45 per cent as compared to the 
younger age group. 

The significant contrast between the two 
approaches is in the fact that the literacy 
campaigns have been able to enrol a total 
sum of 8.4 lakh persons in the age group 
9-60 and have succeeded in imparling literacy 
up to the NLM norms to 4.6 lakh learners 
forming 54.7 per cent of the enrolled, and 
this during a pericx) of three years. The 
NAEP, in contrast, in the same selected 
districts during a total period of 10 years had 
enrolled a substantially lower figure of 7.5 
lakhs only in the age group 15-35 and had 
made 4.5 lakh persons literate; lower than 
the literacy campaigns, at a marginally higher 
success rale of 60.6 per cent from among 
the enrolled. The important contrast in favour 
of the campaign approach is in the 


Table 23; Lithrai^v Phrlormancl alonc; Scoring Ranges of Samfleo Learners by Instructor’.s OcaiPATiON: 

Maharashtra (Selected Districts) and Goa 


Sconng 




Maharashtra 





Goa 



Ranges 

Teacher 

School 

Uni/Col 

Literate 

Other 

Total 

Teacher 

School 

Uni/Col 

Literate 

Other 

Total 



Student 

Student Seeking Einp 




Student 

Student Seeking Emp 


(1) 

(2) 

(3) 

M) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(ID 

(12) 

(13) 

0-49 9 

2.101 

3.067 

377 

452 

3,474 

9,471 

162 

781 

40 

74 

330 

1,387 


(24.3) 

(17 0) 

(17.3) 

(14 5) 

(20 0) 

(19 2) 

(61.1) 

(71.4) 

(70.2) 

(90.2) 

(61.3) 

(68.1) 

50-59.9 

552 

1.647 

188 

281 

1,525 

4.193 

15 

59 

1 

2 

45 

122 


(6 4) 

(9 1) 

(8 6) 

(9.0) 

(8.8) 

(8.5) 

(S.7) 

(5.4) 

(1.8) 

(2.4) 

(8.4) 

(6.0) 

60-69.9 

906 

2.8.32 

304 

513 

2,428 

6,983 

23 

43 

5 

2 

42 

115 


(10.5) 

(15.7) 

(139) 

(16 4) 

(13.9) 

(I4.I) 

(8 7) 

(3.9) 

(8.8) 

(2.4) 

(7.8) 

(5.6) 

70-79.9 

I.5J3 

4.192 

496 

732 

4,012 

10.965 

16 

59 

4 

2 

44 

123 


(17.7) 

(23.2) 

(22 7) 

(23.5) 

(23 0) 

(22.2) 

(6.0) 

(5 4) 

(7.0) 

(2.4) 

(7.8) 

(6.0) 

80-100 

L55I 

6.301 

820 

1.142 

5.968 

17.782 

49 

152 

7 

2 

79 

289 


(41 1) 

(34 9) 

(37.5) 

(.36 6) 

(34.3) 

(36.0) 

(18.5) 

(13.9) 

(12.3) 

(2.4) 

(14.7) 

(14.2) 

Total 

8,643 

18,039 

2,18.3 

-3.120 

17.407 

49,394 

265 

1,094 

57 


538 

2.0.36 


(100.0) 

(l(X).O) 

(100.0) 

<1(X)0) 

(l(K).O) 

(100,0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 


(17.5) 

(36.5) 

(4 4) 

(6.3) 

(35.2) 

(100.0) 

(13.0) 

(53.7) 

(2.8) 

(4,0) 

(26.4) 

(1000) 

Mean 

64.104 

67.267 

68.252 

69.094 

66.054 

66.44 

35.698 

28.174 

27.561 

10.622 

35.494 

30.6365 

StdErr 

0.327 

0.176 

0..507 

0.382 

0 186 

0.11 

2.208 

1.029 

4.450 

2.427 

1.479 

0.7613 

Std Dev 

30.438 

23.581 

23’703 

21.312 

24.560 

25.16 

35.941 

34.051 

33.596 

21.976 

34.300 

35.3552 
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tnkANlisationat voluntary mode and in the 
quality of literacy among the neo-literates 
within far less time. 

Going into the details of the table with 
respect to each of the selected districts, one 
finds lower absolute figures of enrolment in 
the literacy campaigns of the high literacy 
districts of Sindhudurg and Wardha as 
compared to the low literacy districts of 
Latur, Ratnagiri and Nanded, as would be 
expected; but also lower than the enrolment 
in their respective NAEPs for a period of 
eight years. The success rates of Sindhudurg 
and Wardha are also on the lower side as 
compared to their earlier programmes and 
also as compared to the success rates for 
Latur, Ratnagiri and Nanded. It is clear that 
the former two districts were addressing 
themselves to the problem of residual 
illiteracy. In the case of Latur, Ratnagiri and 
Nanded, in contrast, the absolute figures for 
enrolment in their literacy campaigns come 
close to the absolute figures for enrolment 
in their respective earlier programmes. In 
Ratnagin, in fact, the total enrolment was 
slightly higherthan in the earlier programme; 
and in Nanded it was two and a half times 
higher. The success rates in the literacy 
campaign in these three latter districts also 
come close to that in their earlier programmes, 
brought down to some degree due to the 
comparatively lower degree ot success in 
imparting literacy to women. In terms ot 
absolute number, one finds that the Nanded 
district literacy campaign during a period of 
16 months was able to impart literacy to 
twice the number of persons who were made 
literate during the previous eight years 
through the NAEP in that district. 

One might note that the literacy campaigns 
in Latur, Ratnagiri and Nanded generally 
lasted for a longer period than the ones in 
Sindhudurg and Wardha. Apart from the 
important inference from the earlier 
discussion - of greater success rates in lower 
literacy rate districts where the literacy 
campaigns have been able to galvanise a 
minority of literates in favour ot, and in 
response to, the need of a mobilised majority 
of illiterates - the longer duration of the 
latter campaigns might be an additional 
indicator of greater success. It provides a 
longer period for the teaching-learning phase 
of the campaign, thus enabling a greater 
percentage of learners to overcome their 
breaks in learning due to vanous factors and 
accumulate a net period of at least six to 10 
months of instruction. 

VI 

Learner and Instructional Factors 
in Literacy Outcomes 

Table IS presents a comparative analysis 
of the perfonnance of the sample learners 
by gender for the three components of 
literacy, i e, reading, writing and numeracy. 


and for the sum of the three (literacy) in the 
selected districts of Maharashtra. The scores 
out of the maximum prescribed 40, 30 and 
30 marks for the three components, 
respectively, have been worked out of 100 
for purposes of comparison. 

Considering the mean performance, one 
finds that the learners performed best in 
numeracy and then in reading and writing, 
in that order. Generally better performance 
in numeracy is explained by the fact that 
learners build on their existing functional 
skills in the sphere of orality during ihe 
teaching-learning pmcess. These skills have 
come to acquire functional contextual 
meaning and object referents. While 
multiplication and division still pose a 
problem, calculations are sometimes 
translated into their oral and mental discourse 
and the final result is scripted. One has 
observed a tendency among the learners not 
to utilise the spaces that are given for practice 
in the primers, resulting in weakness in 
writing. Tlie mean performance for males 
was 72.5 and for females 63.4 The 
comparati vel y lower performance of fema les, 
despite a remarkably high degree of 
motivation, may be attributed to past 
socialisation and present economic and 
domestic constraints. There are far greater 
claims on the timeof illiterate female. Gender 
differences in performance are observable 
for each of the three components of literacy. 

A similar analysis may be found in Table 
16 relating to Goa. Within u context of 
overall depressed mean .scores of 41.5 for 
males, 27.8 for females and 30.6 for the total 
sample, the learners performed belter in 
reading, numeracy and writing in that order, 
without substantial differences. 

Table 17 presents a comparison along 
scoring ranges lor the three components of 


literacy according to the age group of the 
learners in the Maharashtra selected districts. 
As discussed earlier, each of the literacy 
campaign districts had a 'main', but different, 
younger age group of focus. The ‘rest’ of 
the total age group was comprised of older 
persons up to 60 years of age. The mean 
scores of 67.9 for the main age group and 
57.8 for the rest clearly indicate that the 
younger performed better in literacy. This 
is also true for each of the three components 
of reading, writing and numeracy. Several 
persons in the older age group had problems 
of deficient eyesight. Literacy campaigns 
that enrol learners above the age of 45 need 
to organise free eye-testing camps and 
distribution of subsidised spectacles, lest 
they be attempting to impart literacy to 
persons with physical incapacity to attain it. 
This is especially true in rural contexts where 
inadequate power supply and poor lighting 
are a common phenomenon. 

Table 18 pre.sents the same data for the 
sample in the state of Goa. Here again one 
oh.scrvcs that the main and the younger age 
group with a mean score of 36.4 performed 
better than the rest and older who had a mean 
score of 23.6, There was a far greater 
proportion (75.8 per cent) of the rest who 
scored 0-49.9 marks than the main age group 
(61.2 per cent) Within the context of a 
depressing performance from both age 
groups, the contrast among them is less 
sharp at the higher scoring ranges. 

The age group nine to 35/45 needs to be 
the primary locus of the literacy campaigns 
that enrol learners up to the age of 60. During 
the post literacy phase, apart from enhancing 
the literacy levels of those who have reached 
the NLM norms irrespective of age group, 
the concentration can only he on the age 
group nine to 3.5/45 from among the non- 


Tahl. 1: 24. Lni.KACY Performanck Along Scoring RA.NGE.S of Sampled LkARNFRS by Method of 
Learning MAHARA.sim<A (StEKTho Districts) and Goa 


Scoring _ Maharashtra __ Goa 


Ranges 

(1) 

EOTO 

(2) 

Group 

(3) 

Class 

(4) 

Total 

(5) 

EOTO 

(6) 

Group 

(7) 

Class 

(8) 

Total 

(9) 

0-49.9 

725 

491 

7,467 

8,683 

531 

59 

797 

1,387 


(158) 

(20.3) 

(188) 

(18 6) 

(63 1) 

(58.4) 

(72.9) 

(68 1) 

50-59 9 

4n 

279 

3.098 

3.790 

53 

5 

64 

122 


(9 0) 

(il.5) 

(7.8) 

(8.1) 

(6.3) 

(5.0) 

(5 9) 

(6.0) 

60-69 9 

797 

489 

5,144 

6,430 

41 

8 

66 

I5.< 


<17.h 

>20.2) 

(13 0) 

(13.8) 

(4 9) 

(7.9) 

(6.0) 

(5.6) 

70-79,9 

1,041 

527 

8,979 

10,547 

61 

12 

50 

123 


(22.6) 

(21.8) 

(22 7) 

(22.6) 

(7.3) 

(119) 

(4.6) 

(6.0) 

80-100 

L622 

634 

14.927 

17,183 

1.55 

17 

117 

289 


(35 3) 

(26.2) 

(37.7) 

(36.8) 

(184) 

(l(>.8) 

(10 7) 

(14.2) 

Total 

4,598 

2,420 

39.615 

46,633 

841 

101 

1,094 

2.036 


(iOO.O) 

(1000) 

(HK).O) 

(100.0) 

(l(K) 0) 

(100.0) 

(100 0) 

(l(X).O) 


(9.9) 

(V2) 

(85,0) 

(!00.0) 

(41.3) 

(5 0) 

(53 7) 

(l(X).O) 

Mean 

67.167 

62 976 

67.129 

66917 

35 605 

36 1.39 

25.801 

30.636 

StdEir 

0 360 

0.505 

0.126 

0 116 

1.230 

3.560 

0.983 

0.761 

Sid I>ev 

24 440 

24.828 

25.152 

25.083 

35.661 

35.774 

32 527 

34 355 


Notes: The selected districts in Maharashtra are Sindhudurg.Wardha. Latur. Ratnagiri and 
Nanded However, the question of the method of learning was not covered in Sindhudurg 
district and it is excluded from this table. 
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enrolled and those that do not reach the 
NLM norms. This ts a pragmatic solution 
to the problem of uneven learning at the end 
of the literacy phase of the campaign. 

To what communities do the learners who 
have achieved the NLM norms for literacy 
predominantly belong? An answer to this 
question with respect to Maharashtra and 
Goa is attempted in Tabic 19. 65.5 per cent 
of the evaluated Muslims have been able to 
attain the NLM norms in the total sample 
in the Maharashtra districts. This high success 
rate is contributed primarily by the learners 
from this community from Ratnagiri and 
Nandeddistricts. Learners from these districts 
were studying in their mother tongue. Urdu. 
Some of them had familiarity with 
deciphering the script as a result of religious 
instruction. The Muslim women in general, 
and especially in these districts, demonstrated 
a high degree of motivation supported by 
religious leaders and community elders. In 
Latur district, in contrast, a lower percentage 
(43.1 per cent) of (he evaluated Muslims 
attaint the NLM norms. A major factor was 
perhaps their studying in the Marathi medium 
which generally was not their language in 
the domestic sphere. 

A similar indication is provided by the 
Christian learners in Goa. A comparatively 
high 39 per cent of them were able to achieve 
the NLM norms for literacy primarily due 
to the fact that the majonty among them 
were studying in their mother tongue. 
Konkani. A contributory factor to the 
unsatisfactory performance ol the Gou 
literacy campaign was that the majority of 
the learners ~ irrespective of religion - were 
studying literacy through Marathi, a language 
which was neither their mother tongue nor 
the language of functional discourse. Marathi 
pnmers were all too easily available and 
acquired from Maharashtra. Learning literacy 
in a language that is not the mother tongue 
resull.s in an alienation from cultural contexts 
and imposes the double burden of learning 
both a language and a script. 

It is noteworthy that 54.2 per cent ol the 
evaluated Neo-Buddhists and 52.1 percent 
of the evaluated SC. ST and NT from the 
selected districts in Maharashtra were able 
to reach the NLM norms through the 
teaching-learning process Regarding the 
former commumiy. the hesi perlormnncc in 
terms of percentage of successful learners 
from that community was found in Nanded 
district, and regarding the latter in Katnagm 
distnet. The lew nco-Huddhists who were 
found in our Goa random sample also 
performed exceedingly well. 

It is clear that in the selected disincts of 
Maharashtra as a whole, the weaker sections 
ol society, who suffer the greatest educaiumat 
disadvantages, and the minorities have been 
able to gain substantially troiii literacy 
campaigns. This is in accordance with the 
objectives of the literacy campaigns. 


Sindhudurg district stands in contrast to the 
general picture, with a low percentage of its 
learners from the weaker seefions attaining 
the NLM norms. 

Table 20 addresses itself in a similar 
manner lo the occupational background of 
the learners who have attained the NLM 
expected levels of proficiency in literacy. 
While cultivators, generally small and 
marginal farmers, formed 28.6 per cent of 
our sample of learners in the .selected disuicts 
of Maharashtra. 60.5 per cent of them were 
able to attain the NLM norms. A high success 
rate was also found among those from the 
fishing occupation who were women from 
Ratnagiri di.strict. Thctr involvement in the 
market and in social and monetary 
transactions provided a major stimulus for 
learning. A substantial proportion of our 
sample of agricultural labourers, the self- 
employed and housewives did well in the 
test. In contrast, the permanently andcasually 
employed in the selected districts of 
Maharashtra demonstrated a lower 
percentage of their samples attaining NLM 
norms. The reasons for this phenomenon 
have been discussed above. 

Does the matching of learners with 
instructors of the same or the opposite sex 
affect their performance? Tabic 21 which 
shows the performance of the learners along 
scoring ranges for the selected districts of 
Maharashtra attempts to provide an answer 
to this question. 66.4 percent of the sampled 
learners were female. .^9.1 per cent of the 
learners from the total sample of both sexes 
reponed having female insiructors. as in the 
earlier Table 6. This table underlines an 
additional important tact that 90 per cent 
of the learners under female instructors 
were female. Male instructors, given the 
higher literacy rate among males, covered 


leamers of both sexes in about the tame 
proportions. 

Table 21 also indicates that when leamers 
are matched with instructors of the same sex 
they generally perform better, but not to a 
grem extent. This may be teen from the mean 
scores of the leamefs. However, given the 
gender distribution of literacy, campaign 
organisers do their best to match leamers 
and instructors by sex, but they are not 
always successful. 

Table 22 presents a similar .set of data for 
the leamers and instructors in the state of 
Goa. Here one finds that due to the residual 
illiteracy among women, 81.5 per cent of 
the learners were female, but a greater 
proportion (65.3 per cent) of the instructors 
as compared to Maharashtra were also 
female. Considering the mean scores of the 
learners from different sexes under 
instructors from the same or the opposite 
sex. one comes to the conclusion that the 
male leamers performed to a substantially 
lower degree when matched with female 
instructors. This was not the case with female 
leamers. Studying under female instructors, 
it appears, did not do much for the egos of 
the male learners in Goa! 

Table 23 pre.sents data relating to the 
performance of learners by their instructors* 
occupation. In the selected district of 
Maharashtra one finds that leamers under 
the instruction of educated persons who 
were seeking employment had the best mean 
performance (69.1). In contrast, school 
teachers who covered about 17.5 per cent 
of the leamers appeared to have had a lower 
degree oi success with respect to the mean 
performance of their adult leamers (64.1). 
It IS interesting to note that the learners who 
were studying under school students 
performed slightly better (67.3) than those 


Table 25: Litekac y Performance along Scoring Ranoe-s of Sampled Learners by 
Thf.ir Number of Months of Learning: Maharashtra (Selected Dlstricts) 


Scoring 

Range.s 

(1) 



Number of Months of lA^arnine 



0-3 

(2) 

4.6 

(3) 

7-9 

(4) 

10-12 

(5) 

1.3-15 

(6) 

16-18 

(7) 

19-21 

(8) 

22-24 

(9) 

Total 

(10) 

0-49 9 

2,368 

1,8.50 

1.349 

2,694 

146 

123 

23 

130 

8.683 


(71 2) 

(25 3) 

(15.4) 

(124) 

(7.2) 

(6.4) 

(9.1) 

(10.5) 

(18.6) 

50-59.9 

231 

849 

815 

1.672 

91 

89 

8 

35 

3.790 


(6.9) 

(11.6) 

(9.3) 

(7.6) 

(4.5) 

(4.6) 

(3 2) 

(2.8) 

(8.1) 

60-69 9 

262 

1,322 

1.264 

3.060 

207 

19K 

17 

UK) 

6.430 


(7.9) 

(18 1) 

(14 5) 

(14.0) 

(10.3) 

(10.3) 

(6.7) 

. (8.1) 

(13 8) 

70-79.9 

238 

1,545 

2.069 

5,552 

437 

448 

32 

226 

10,547 


(7 2) 

(21.1) 

(23 7) 

(25.5) 

(21.6) 

(23.2) 

(12 6) 

(18.2) 

(22.6) 

80-l(K) 

229 

1.755 

3.248 

K.KI8 

1.138 

1.071 

173 

751 

17,183 


(6 9) 

(24.0) 

(.37 1) 

(40 5) 

(56.4) 

(55 5) 

(68.4) 

(60.5) 

(36.8) 

Total 

3.328 

7.321 

8.745 

21.796 

2,019 

1,929 

253 

1,242 

46.633 


(100.0) 

(l(H>.()) 

(1<K)0) 

(100.0) 

(l(N).O) 

(100.0) 

(100.0) 

(100.0) 

(100.0) 


(7.1) 

(15.7) 

(IK.8) 

(46.7) 

(4.3) 

(4 1) 

(0.5) 

(2.7) 

(100.0) 

Mean 

29 249 

60.703 

68.947 

71.319 

77 682 

77.526 

78.905 

76.528 

66 917 

Std Err 

0 521 

0.29*> 

0.237 

0 138 

0.408 

0.4 IK 

1.469 

0.664 

0.116 

Sid Dev 

30 053 

25,.595 

22.159 

20 361 

18.(24 

18.361 

23..362 

23.384 

25.083 


Note The selected districts in Maharashtra are Sindhudurg.Wardha. Latur, Ratnagiri and 
Nanded However, the question of the number of months learning was not covered in 
Sindhudurg dtsirici and it is excluded from this table. 
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under (fie teachers. The teachers generahy 
taught towards the latter phase of the literacy 
campatgns in some districts and appeared 
to have had less time for their learners. The 
school students had made up through 
motivation for what they lacked by way of 
experience and pedagogical skills. On the 
whole, the occupational background of (he 
instructor did not in any major way effect 
the performance of the learners. Besides, 
literacy campaigns have very little choice 
in these matters considering the large 
coverage of learners through voluntary 
instructors. 

In Goa in contrast, as may he seen in the 
same table, there appear to be important 
differences in the performance ot the learners 
under instructors of different occupational 
categories. The school teachers and the 
literate adult in local communities under the 
category of 'other* have guided their learners 
to a higher degree of mean performance 
than, for example, the unemployed youth. 
These results in Goa are more a reflection 
of the generally inadequate performance of 
'classes’ with instructors, generally 
unemployed youth, receiving a honorarium. 

The method of learning - whether in pairs, 
in small groups or in larger classes • docs 
not in an^ major way affeci the performance 
of the learners, as may he seen from the mean 
performance of the learners in Table 24, with 
reference to Maharashtra. In the Maharashtra 
selected districts (he preferred mode of 
instruction was in classes with more than 
five learners. This was due to the constraint 
ot the availability of literate voluntary 
instructors. In Goa, on the other hand, the 
learners were divided in roughly the same 
proportion on an each-onc-teach-one basis 
and in classes. While the mean performance 
of the learners in Goa was generally low, 
one finds that those studying in smaller 
groups or on a one-to-one basis under 
voluntary instructors performed better than 
those in larger classes under instructors who 
were paid an honorarium. The 'classes* in 
Goa were generally a carry-over of the earlier 
NAEP adult education 'centres* with paid 
instructors into the literacy campaigA. 
Voluntarism with adequate guidance, it 
appears, generally pays better than monetary 
incentives, especially during the literacy 
phase. 

Table 25 presents the distribution of the 
learners according to their performance and 
number of months of reported learning. The 
number of reported months of learning arc 
generally inclusive of breaks. A major 
proportion (46.7 per cent) of learners in 
Maharashtra districts reported learning for 
10 to 12 months. Considering the mean 
performance of the learners, one finds that 
at the 10 to 12 months stage onwards there 
was a marked improvement in learning 
crossing the 70 per cent score. The same is 
generally (rue for the learners in Goa. as may 


be seen in Table 26, with the difference that 
the largest proportion of learners (53.2 per 
cent) report^ learning for only 0*3 nmnths. 
Most of the learners in the Goa campaign 
were enrolled in the very last phase. The 
brief period of reported months of learning 
partly explains the unsatisfactory learning 
outcomes of the Goa campaign. 

The foregoing analysis would confirm the 
view that the teaching*lcarning proce.ss 
dunng the literacy phase of a campaign 
should last for at least 12 months, to enable 
a majority of the enrolled learners to 
accumulate a net period of ai least six months 
of instruction, after excluding (he breaks 
resulting from the struggle for economic 
survival. Literacy campaigns have .somehow 
to summon the stamina and mobili.se 
voluntarism in order to .sustain the teaching- 
learning component of the literacy phase of 
their campaigns for at least a total pcncKl 
of 12 months. 

VTI 

Conclusion; Sustainability of 
Impact and Direction 

Thisconcluding section aiicmptstotinalyse 
the literacy and social impact of the campaign 
process V »in a special locus on the 
suslainat'iMi V M the outcomes. An important 
need is to al.so den vc a theoretical pcrspccii ve 
on literacy campaigns within (he specific 
historical cunicxi m India and to suggest the 
direction that they might take, given certain 
trends that have been idemitied. 

CoNTEXTlIAl IfY OH Ca.MPAIC'.N .SlTtATEriY 
AND A( HIHVl MKNT 

There arc clear trends derived Irom (he 
analysis in the lorcgoing pages which suggest 
that the relatively underdovcloficd regions 
with a low literacy rate, which form the 
hinterland ol areas of intensive agnculiuic. 


market economie.s and metropoliuin regions, 
have generally responded better tottie literacy 
campaign approach. Examples arc the 
districts of Ratnagiri, Latur arid Nandcd. In 
addition, the national level data suggest that 
states that have had a history of social reform 
movements, pca.san( organisation and 
working class struggles, .such a.s Kerala and 
West Bengal, haveal.so responded effect! vely 
to the campaign approach, (hanks to the 
involvement of party cadres, activists from 
voluntary and mass organisations and a 
relatively homogeneous political ideology. 
This i.s in contrast to the performance of 
urban metropolises such as Bombay, 
dtstnets wiih high literacy rates, forexample 
Sindhudiirg and Wurdha in Maharashtra, 
and the state of Goa which in addition to 
a high literacy rate h<is a high degree of 
urbanisation These latter regions were 
cunlronting the difficult issue of re.sidiial 
illiteracy The argumcni that regions of 
underdevelopment respond better to literacy 
campaigns cannot heextended mechanically, 
for one docs find regions within the northern 
Hindi belt and in tribal areas that have a 
problematic response to the campaign 
approach. In the former one finds that caste, 
the stains ol women and ‘.semi-feudal* 
relations in agriculture create a barrier, though 
not an impregnable one, to literacy campaigns 
and their mohilisational efforts. In the tribal 
legions, a relatively homogeneous ethnic 
idcnniy can lacilitate or militate against the 
campaign approach depending on sensitivity 
to cultural ideniuy based on oralily and to 
pre.ssing etonoinic is.sucs that might have 
taken political forms of expression 
The lorcgoing suggests that while the 
cssenital features of campaign mobilisation 
and pedagogical process might be applicable 
to diverse regions, there is a need for 
modifications in the operationalisation of 
Ihc approach depending on the political 
economy and the hisiorical context. Drawing 


Tablf 26' LiTERArv pKRRiKMANt L au;n(i;S( okind RANots «)r Samhi HD Lhaknkrs Tiikir Number 

OF Mom IIS or Learning Goa 


.Scoring _ Number of Months of Learning 


Ranges 

(\) 

0-3 

(2) 

4-6 

(3) 

7-9 

(4) 

10-12 

(5) 

I3.IS 

(6l 

16-18 

(7) 

19-21 

(8t 

22-24 

(9) 

Total 

(10) 

(M9.9 

905 

389 

44 

47 

0 

0 

0 

2 

1,387 


(83.5) 

(53.0) 

(50 0) 

(388) 

(0 0) 

(0 0) 

(0 0) 

(40.0) 

(68.1) 

50-59.9 

53 

47 

10 

12 

0 

0 

0 

0 

122 


(4.9) 

dbA) 

(11 4) 

(99) 

(0 0) 

(0 0) 

(0 0) 

(0.0) 

(6.0) 

60-69.9 

32 

69 

7 

7 

0 

0 

0 

0 

115 


(3.0) 

(9.4) 

(8.0) 

(5 8) 

(0 0) 

(0.0) 

(0.0) 

(0 0) 

(5.6) 

70-79,9 

42 

66 

5 

8 

0 

0 

0 

2 

123 


(3.9) 

(9.0) 

1.5.7) 

(6 6) 

(0 0) 

(0.0) 

(0.0) 

(40.0^ 

(6.0) 

80-100 

52 

163 

22 

47 

1 

1 

2 

1 

289 


(4.8) 

(22.2) 

(25 0) 

(38.8) 

(i(K)Or 

(1(K).()) 

(l(X).()) 

(20.0) 

(14.2) 

Total 

1,084 

734 

88 

121 

1 

1 

2 

5 

2,036 


(100.0) 

il(M).O) 

(100.0) 

(KX) 0) 

(l(K)O) 

(KX) 0) 

(l(X)O) 

(100 0) 

(100,0) 


(53.2) 

(36.1) 

(4.3) 

(5.1) 

(0 0) 

(0 0) 

(0.1) 

(0.2) 

(lUO.O) 

Mean 

18 2.54 

42,2A1 

43.580 

.54 050 

89 (M) 

9S.00 

83 500 

59 6(X) 

30.636 

StdErr 

0.825 

1.342 

3.H49 

3.25.t 



0.500 

12.139 

0.761 

Std Dev 

27.170 

.36.3.56 

.36 lOK 

35 787 

-- 

- 

0.707 

27.144 

35.355 
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on a survey of literacy in western society 
covering five millennia from the invention 
of writing, Graff comes to the conclusion 
that 'there is no one route to universal I iteracy, 
that there is no one path destined to succe^ 
in the achievement of mass literacy" 
(1986:77). The so-called Kerala model of 
literacy campaigns cannot be uniformly and 
mechanically applied to different regions. 
Failures in the application or attempts to 
short-circuit the essential features of the 
campaign approach have sometimes resulted 
in falling back on the strategy of a typical 
government programme with identified 
beneficiaries, set targets and declarations of 
achievements in given periods of time, 
irrespective of their correspondence to the 
realities of situations. 

Total Ijteracy and/or Tofai. Effort 

Setting a high value on total literacy 
declaration as a major outcome at the end 
of the literacy phase of the campaign 
sometimes leads to frustration among 
campaign organisers or todeception in regard 
to literacy achievements.^ In any case, the 
effect is a deflection of attention away from 
the social and developmental issues that are 
at the core of a literacy campaign to a focus 
on targets and statistical achievements. 
Total’ literacy is an important ideal that has 
major mobilisational significance. It, 
however, cannot be reduced to the level of 
a pragmatically achievable target given the 
many constraints that are faced by the literacy 
campaigns which cannot be addressed within 
a limited period of time. Drawing attention 
to the international scenario, an office-bearer 
of UNESCO justifiably asserts, in her 
personal capacity, '’There has never been a 
realistic means to eliminate illiteracy by the 
year 2000, given present trends. Also, if wc 
broaden our definition of literacy as 
suggested in this discu.ssion, we shall always 
have literacy needs" [Limage 1993:251. This 
appears all the more true in the Indian 
context. 

While the ideal of total literacy needs to 
be retained, what appears to be a generally 
feasible target for satisfactory attainment is 
what emerges from the Maharashtra data, 
considering the median position of the state 
within i!ic larger configuration of the 
political economy of developmeni and (he 
extensive samples on which the results are 
based. The Maharashtra data suggest (hat 
on the aggregate 74 per cent of the identified 
illiterates in the selected districts were 
enrolled; the neo-literates whose 
achievements were up to the NLM norm 
formed 55 per cent of the enrolled and 40 
per cent of the identified illiterates. Anything 
higherthan this in terms ofliteracy outcomes 
for a given district would be highly 
commendable. This target Implies a major 
reduction in adult literacy especially in the 


190 


crucial age group of 15^5 years. When 
accompanied by an effective post-literacy 
phase and continuing education programmes 
and when linked to the strengthening of the 
primary education system, the sustainability 
of the educational process is ensured. 

Adequate research in what really motivates 
adult learners to reach out towards literacy 
and its contextualised functions and uses, as 
described by Heath(1986), has yet to be 
earned out in the Indian context. The near 
exclusive emphasis on literacy attainment in 
quantitative terms and measurement of the 
same through ’standardised' tests reflects a 
technocratic approach that seeks justification 
through a decontextualised testing procedure. 
This is all the more relevant when such 
scientific testing procedures might be 
evaluating the presence of a logic in the 
learner that is in effect internal to the test, 
rather than functional in a contextualised 
manner for the learner. Castell and others 
suggest 

that the result is a significant discrepancy 
between what counts as literacy in the school 
(or in the adult education class), and the 
actual kinds of literate competence useful 
in community and occupational activities .. 
A contextually adequate definition of 
functional literacy, therefore, must consider 
not only the limited literacy demands of 
interpersonal and vocational practice, but 
also the broader literacy needs for social and 
political practice, as determined by the 
demands of any truly participatory 
democracy (1986:7,12). 

The shift in emphasis would then be 
towards laying the basis for a democratic 
and critically learning society in a manner 
that i.s concerted, participatory and voluntary. 
The character of the total effort within this 
process is as important as the final educational 
and 1 itcracy objecti vcs. The contours of what 
one understands by a learning society have 
been discussed earlier in the text. 

Pei>agckjy: Text and Social Context 

Some writings on literacy campaigns have 
drawn cntical attention to the content of the 
primers that are used, the values that are 
transmitted and the limited social awareness 
that IS generated through the pedagogical 
process [Vanaja I994J, While some of the 
criticisms are undeniable and relevant, they 
tend to overestimate the social impact that 
can possibly be generated from the 
pedagogical process within the constraints 
of the campaign approach. The data from 
the literacy campaigns in Maharashtra 
indicate that the single major group of 
instructors were school students (36.5 per 
cent) drawn from eighth, ninth and ilth 
standards. Irrespective of the quality of the 
pedagogical material this factor immediately 
sets a limit to the po.ssibilities for social 
impact of the pedagogical process in terms 


of generation of awareness. The instructors 
are by and large less knowledgeable in the 
ways of life than the illiterate learners. It is 
at the same time inevitable that school 
students would be involved when literacy 
campaigns are conducted on a large scale. 

Both the assumptions - that literacy, 
especially as regards its technology of 
symbols, would lead to developmental 
domestication within a paradigm of 
modernisation* or to change-oriented 
liberation - are pre.sumptuous in their 
expectations of literacy campaigns in the 
present Indian context. They give undue 
importance to the social impact of education 
and to the pedagogical process within mass 
campaigns. The social contexts of 
intervention and the modes of organising 
intervention are far more important as factors 
deciding the direction of change. The 
technology of literacy is an enabling skill, 
whose essential character is double-edged. 
Its uses could be geared in directions of 
passive reception of propaganda and media 
messages from dominant hegemonies., to the 
generation of better skilled labour that is 
socialised into exploitative production 
proces.ses of monopoly market economies, 
or to questioning and acting on one's 
understanding of present status within 
changing contexts. Contexts and modes of 
organised intervention play a greater role in 
deciding this direction than the character of 
texts and the pedagogical process. 

As Luke points out. "Literacy pedagogies 
and curricula arc by definition the textual 
representations and products of particular 
cultural contexts, institutional conditions and 
political interests" (1993: 3). The impact of 
texts and pedagogical processes are location 
specific. It is very likely that the same text 
might result in varying effects depending on 
the context. The Cuban literacy campaign 
of 1961 was a tremendous success for reasons 
that had less to do with pedagogical 
innovation than with its facilitative 
revolutionary context, its ideological thrust 
and the sense of commitment of its young 
cadre of literacy activists. ‘The Cuban effort 
demonstrated forcefully that pedagogically 
uninnovative literacy action could succeed" 
[Gillette 1987:206]. The 1980 Nicaraguan 
National Literacy Crusade (CNA), despite 
the explicit ideological thrust of its primers, 
was reported to have faced several difficulties 
in implementing a dialogical pedagogy due 
to the subordinate dispositions of the learners 
and the inexperience of its young instructors 
[Lankshear 1993:121-22). Amove writes. 

It is possible, however, that the most 
important political lessons of the crusade 
resided not in the literacy materials or the 
teacher-learner encounters, but in the very 
existence of tbecampaign itself. The literacy 
crusade was a symbol of justice, of the 
concern of the new political regime for the 
most neglected areas and populations of the 


Economic and Political Wedcly May 20, 19^ 



ccHintry... Thus, in studying the political 
impact of the CN it may be more enlight¬ 
ening to study the overall process, structure, 
and context of learning than the explicit 
content of instruction (1987:278-79). 

It is to the social structure of the 
pedagogical process of campaigns in the 
Indian situation that we now turn our 
attention. 

Linkage between Literacy 
AND SooAL Development 

Adult illiteracy and inequitous under¬ 
development are historically and contextually 
linked in a vicious cycle. Mass attempts to 
break this cycle have'generally been in the 
context of major politico-economic 
transformations. This is a conclusion that 
emerges from ttie studies of major literacy 
campaigns [Bhoia 1984; Amove and Graff 
1987). Changed structures of economic 
opportunity provide a motivation for 
attaining literacy, and concerted state or 
religious initiatives offer a sufficient 
condition. In the absence of such social 
transformatory processes within the country, 
the approaches to illiteracy in the past have 
tended to be programmatic and on smaller 
scales: literacy programmes of welfare 
organisations, government adult education 
programmes or integrated approaches to 
illiteracy within an alternative development 
perspective by programmes initiated by 
voluntary organisations [Saldanha 1989]. 
However, literacy can be achieved on a 
sufficient scale when it is conducted as pari 
of a major politico-economic movement 
of social transformation, or as a com¬ 
prehensively packaged developmental 
activity, or as part of a cultural campaign. 
It is thus that individual motivation for 
literacy - the central factor in the success of 
any literacy programme - becomes con¬ 
textualised and reinforced by collective 
motivation, i e. a social movement. The issue 
is basically one of the scale to which 
motivation for literacy can be generated, 
given the constraints of social context, so 
as to come close to being a social movement. 
The ambitious goal of the literacy campaigns 
goeseven further -aftercreatingand meeting 
a need for literacy, it aims to generate a base 
of demand for social and economic entitle¬ 
ments and thus have an impact on c'omexts. 

In contrast to a programmatic approach, 
yet within the constraints of u stagnant 
politico-economic context, the literacy 
campaigns in the country have been a mass 
effort at addressing the problem of illiteracy 
through a state-initiated, participatory 
process (hat attempts to come close to being 
a cultural movement for literacy. Lacking 
the motivation provided from a larger social 
context of transformation, the campaigns 
have attempted to substitute this with 
environment building pixKesses of a cultural 


nature that attempt to create a consensus for 
literacy. A state-initiated, participatory 
people's process might appear to be a 
contradiction in terms; but for lack of 
extensive mass organisations capable of 
undertaking this task, state-initiative and the 
context of political economy are constraints 
that arc inherent in campaign implementation 
and that rear their heads from time to time. 
Just as cultural mobilisation is an attempt 
to dimini.sh the effects of context, the 
formation of committees for programme 
implementation at the level of district, block, 
and village/ward, constituted of persons 
drawn from government and other sectors 
of society - educational institutions, voluntary 
organisations and local communities - is an 
attempt to attenuate the intrusion of the slate. 
Successful literacy campaigns have been 
able U) attain considerable social impact 
thanks to cultural mobilisation and 
democratic structures built into campaign 
processes. 

Placing (he options in the exclusive and 
contradictory terms of literacy for ‘liberahon’ 
or for domesiicaiioir docs not do justice 
to the complexity ol the social reformist 
approach o! Iileracy campaigns in the 
contempof ary Indian context. The campaigns 
are cxplor og Ux* grey areas between the 
two, Whil;" not along the lines ol the 
'conscicntisaoon' approaches of Latin 
American efforts in a post-revolutionary 
context. 1 e, Cuba 1961 and Nicaragua 1980, 
they arc also dittcrcnl from the *tradilionar 
programmes ol the Indian state in the past. 

After identifying the cicmcnis of siKial 
impact in a summary manner, we discuss 
the question of (he sustainability of this 
impact - thg issue of institutionalising the 
effects. 

Social Impact oi Campaign Pkoctss 

The literacy campaigns under .siudy have 
initialed a .socio-cultural process characteri¬ 
sed by significant orgamsalional fcature.s: 
integration of social resources, decen¬ 
tralisation. people’s participation as a result 
of cultural mobilisation and the spint of 
voluntarism. The data suggest that (he 
campaigns have been able to reach out to 
women, the weaker sections and the 
economically disadvantaged classes of 
society in a major way. They have succeeded 
in penetrating the larger politico-economic 
structures of deprivation, thanks lo the 
consensus for literacy that was built through 
the environment building programmes. 
They have failed in changing these structures 
in any major way due to lack of concurrent 
processes of organisation of the oppressed. 
Literacy and the process of achieving it have 
at best set the basis for such organisations 
to emerge. One indication of the 
transformative potential of the campaign 
approach has b<^ that literate women and 


girl children have been enabled to break out 
of historically structured constraints and 
present socialisation, as seen from their high 
ratesof participation as instructors and literacy 
activists. 

The literacy campaigns have in general 
stimulated a si gnificant degree of voluntarism 
among the literate within local communities. 
This may be seen from the extent of 
participation of literate adults within rural 
commundics, secondary school students arxl 
primary and secondary school teachers. 
Major areas for participation have been 
instruction, training, preparation of 
supplemeniary material and environment 
building programmes. Teachers and other 
educated citizens have played major roles 
in the latter activities. Primary teachers and 
literate adults from village communities have, 
in addition, had a role as co-ordinators of 
monitoring systems. The potential for 
decentralised social activism to emerge from 
these activities is evident. Almost a.s 
important as the education of the illiterate 
has been the education of the educated. 
Districts such as Nanded have provided an 
opportunity for a cross -section of educated 
persons to express their creativity through 
supplementary tcachingAraining material and 
tx>st-literacy readers. The campaigns have 
succeeded in temporarily organising a 
minority of the literate towards the literacy 
of the majonty The potential to organise the 
illiterate on theba.sis of their socio-economic 
interests is yet to be actualised. 

The literacy campaigns have provided 
important on-the-job training for govern¬ 
ment officials in integrated and flexible 
approaches to development administration. 
Several otficials have acknowledged that 
the campaigns have brought them in closer 
contact with the people within a broader 
concept of shared citizenship. The very 
nature of the task of addressing one.sclf lo 
literacy, in itself low in motivational value, 
has called for such an approach. The literacy 
campaigns have drawn attention to the need 
for an alternative administrative ethos to 
development intervention. Some characler- 
i.stics of this organisational ethos are a co¬ 
ordination ol allocated functions within 
different social resources depending on their 
strengths; decentralisation of effective 
decision-making through appropriate 
organisational forms; a flexibility in the 
approach to a task that calls for a holistic 
response; the spirit of voluntarism by which 
one understands the willingness to work 
beyond the call of tormal duty; and the 
active participation of beneficiaries of the 
programme. These characteristics have been 
unevenly implemented indifferent campaign 
regions. The operationalisation of this 
organisational ethos results in changes in the 
altitude between and within different 
sections, institutions and departments with 
respect to their managenal styles. 
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The formaJ schooling community of 
teachers and students were the major acti visls 
in the literacy campaigns. Adult literacy has 
become a major extension activity of primary 
and secondary school teachers and students. 
It IS important that this continues. Reducing 
the burden on tciurhers with respect to non* 
educational function.s would greatly 
contribute in this direction. An imponant 
gain from the literacy campaign.s has been 
the prominence given lo education at 
decentralised levels and in the agenda ot 
governmcni development departments. The 
interactions between primary teachers, the 
local community, and the village education 
committees have served to consolidate the 
latter. These committees have the potential 
to serve as a major instrument for the social 
accountability of the primary education 
system to the local community. During the 
literacy campaigns they have become forums 
for the crystallisation of the distinctive 
feature^ of the campaign approach as well 
as touch-stones for its success at decentralised 
levels. 

It appears that the mam development 
function of a literacy campaign for the 
imiTicdiatc future would be the reinforcement 
of the primary education system. This is a 
pragmatic and fea.sibic t>bjcciivc within the 
constraints and the relatively short duration 
of campaign.s. 'Fhc climate of the campaign 
creates an atmosphere lavourable lo 
education within the di.strict. The human 
resources within educational institutions - 
teachers, their a.ssociations and educational 
trusts, students - have been in any case 
involved. Literacy campaigns, especially m 
low literacy rate districts, need to take 
advantage of this environment through a 
follow-up of special primary education 
programmes. Some literacy campaign 
districts in Maharashtra have initialed this 
process. 

Our observations, field experiences and 
the quantitative data point to the integrative 
potential of literacy campaigns with respect 
to different religious, caste and linguistic 
communities. The contributory faemr has 
been the social interaction and working 
together towards u common t^bjcciivc. A 
sense of communal integration has been 
fostered more through ciiiss-ciihural 
commimicalion and inierde|>cndcncc. than 
through the content of literacy primers or 
the messages in the environment building 
programmes. As Bhola ptiinis out. 'The 
mobilisation neccs.sary fur a .successful 
literacy campaign can provide the fKopIc 
with a deeply Iclt political experience 
resultingina scn.seot nationhood" (1984:35). 

It will be seen Irom the foregoing that 
majfiraspectsiit MK’ial impact arc less primer- 
related emerging from the micro-level 
teachingdeaming priKcsscs repeated over 
several individuals - and more derived from 
the macrodevcl mobiliHaiion ot human 


resources within the larger campaign process. 
Several aspecis of social impact arise just 
from achieving literacy in a concerted, 
concentrated and condensed period of time 
with a heightened .sense of voiuntari.sm. 
While assessing siKial impact it is relevant 
to give greater weighlagc to the more oven, 
observable participatory processes rather 
than to the subjective dimension of 
awareness which is ephemeral in nature 
and may not be easily altnbuicd to the 
campaign and its pedagogical process. The 
illiterate are knowledgeable and aware, even 
though in an informal manner related to 
iheircvcryday life experiences. Campaigns, 
especially in the time-bound mass manner 
in which they arc conducted, can at best 
provide a socialised direction through 
organisation and a functionalised 
orientation through literacy.' 

Post-Literacy Pha.sis 

There have been a few irking problems 
relating to the post-literacy phase such as 
delays in the sanction and in the supply of 
educational material. These can he easily 
remedied with greater flexibility and 
efficiency. The issue of uneven/stuggered 
learning outcomes and varying per¬ 
formance of age groups has been discussed 
earlier. An important problem is the gap 
that often exists between the literacy and 
the post-literacy pha.scs of what is really 
a unitary campaign. It is absolutely 
necessary that the post-literacy phase should 
be closely linked to the literacy one in an 
interconnected manner. Most of the human 
resources and the organisational structures 
need to be retained during the posi-lilcracy 
phase without any gap. A break results in 
serious problems ot relapse. Given the lime 
lag in planning, proposal lormulalinn and 
sanction lor the post-literacy phase, it is 
necessary that these be done at the lime of 
the proposal lor the literacy campaign. The 
sanction might come midway during the 
literacy phase based on the progress ol the 
campaign, with suitable modifications 
towards the end ol the literacy phase This 
has also been a suggestion ot a sub¬ 
committee of the NLMA executive 
I Literacy Mis.sion. December 19931. later 
accepted as a pojicy measure. 

The literacy campaigns have had as an 
added major objective, in addition to the 
literacy one, the imparting of functional 
skills which might result in individual 
and cidiective employment generation. 
AwarenesN oi. and organised action on, the 
issues relating to the deprived has been 
another formally stated objective. The 
literacy campaigns have generally postponed 
these obiectives to the posl-lilcracy phase 
of the campaign. This has been partly due 
to the limitations of the instructors and tor 
tear that the fragile scK'ial consensus that has 


been buih artnind the issue of contrommg 
iliitenicy - gcnemlly non-threatening till the 
surface - might break down on the lines of 
real conflicting interests. While various 
themes related to social awareness might he 
found in the literacy primers, pedagogy and 
organisation for the political uses of literacy 
is rare. Action on the social issues raised in 
(he text, like in parts of Andhra Pradesh, is 
highly sporadic. 

Perhaps the most important unresolved 
issue of the literacy campaigns, and of the 
post-literacy phase in particular, is the 
qiie.stionof appropriate organi.sational forms: 
> To .sustain and enhance neo-literacy on an 
unprecedented scale in terms of numl^rs for 
the period of time within which it has been 
generated; 

-To provide literacy a functional and 
developmental orientation; 

- To assist the economically depnved neo¬ 
literate to collectively a.ssert their interests; 
and 

- To su.stain (he spirit of voluntarism that 
has generally characterised the literacy pha.se 
of the campaign. 

Learner and volunteer fatigue and transfers 
of the chief executive officer/col lector, who 
effectively provide leadership to the 
campaign, are added problems. 

The objectives of the post-literacy phase 
might be summarised into (wo central 
objectives, with an identification of the 
personnel and organisational forms that 
are presently bearing the task of posi- 
litcracy at decentralised levels within some 
of the literacy campaigns in Maharashtra 
The first is the educational and cultural 
objective relating to literacy. This would be 
enhancing the literacy levels of the nco- 
litcratcs and raising that of the noo-enrolled 
and others who might not have reached the 
expected NLM norms relating to outcomes 
Literacy is not a dichotomous affair, a 
matter of all or nothing. Its continuum 
extends into life-long learning. Uneven 
literacy outcomes among learners is to be 
expected and as suggested above a pragmatic 
organisational approach to (his question in 
terms of age groups is desirable. In terms 
of personnel, it appears that secondary 
school students would be required to 
continue their instructional function as an 
extension of formal education. Appropnatc 
credits can be given within the school 
curriculum. Teachers, in particular retired 
onc,s who arc found m several villages of 
rural Maharashtra, might play an important 
role. The headmasters of the primary schools 
together with the village level co-ordinaiors 
(samanvayak,s) and the members of the 
village education committee have been co¬ 
ordinating the post-literacy functions. The 
Jan Shikshan NilayamfJSN) with its single 
'prerak' is quite unequal lo the task of singly 
carrying out the post-literacy educational 
I unctions. This is e,specially so in scattered 
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hamieUof gmiii panchayats in certain regions 
of Maharashtra. 

Training in functionality and awareness 
! and organisation for collective dcvclopnieni 
is a second generally neglected objective 
during the post-literacy phase. The *prerak’ 
together with the leadership that might 
haveemerged from among the neo-literates, 
with the assistance of the 'samanvayak' 
and the village education committee could 
co-ordinate this task. There is perhaps a 
need for mobile training units. Positive 
attempts at organisational lorms through 
mahila mandals, youth groups, and cells 
of voluntary organisations with nodal co¬ 
ordination al the block level have been 
initialed in some districts of Maharashtra, 
such as Ratnagiri and Pune. Attempts have 
also been made to establish gav kacheris 
which would meet once u week and serve 
as a window tor information and rcdrcssal 
of grievances by g«»vcrnmeni officials at 
the village level (Saksharta Andolan 
Manch, Pune, June 1994). A periodical 
news letter, which has been attempted in 
districts such as Sindhudurg. Nandcd and 
Pune, could reach out to all the homes of 
the learners serving as supplementary 
literacy material, providing information on 
skills and^ development programmes and 
acting as a monitoring device through 
communication between learners and 
organisers 

The larger question that conlronis post¬ 
literacy is that ot institutionalising a 
participatory people's process within the 
caste and class structures ol a society driven 
by a market economy. This process, if it is 
to be effective not only in dcvelopmcnidl 
terms but also in terms of education, needs 
to question the very structures within which 
it IS attempted to be sustained. In the final 
instance socio-economic development 
resulting from distnbulivcjusticc IS the major 
force to sustain and cnitance learning. This 
IS the dilemma that confronts literacy 
campaigns in the Indian context at the time 
oi the posi-iiteracy phase. Organisation of 
the deprived illitei ate, initiated already during 
the literacy phase of the campaign, might 
possibly show the way. 

The neo-literatcs and their participation 
in the post-literacy phase are the final 
arbiters of the campaigns. The number of 
nco-literates attending the post-literacy 
centres in July 1994 at the national level 
was reported to be only 36.7 per cent of 
the proposed neo-literatcs emerging (rom 
the literacy phase. In Maharashtra the 
position was slightly better with 50.1 per 
cent of (he proposed neo-litcrates 
participating in the post-literacy centres 
(Directorate of Adult Education 1994). It 
is not yet too late to improve on this 
depressing picture which provides some 
renection of the sustainability of the 
campaign approach, generally without 


innovative organisation of those who arc 
in the process of achieving literacy. 

Organisati(}n ni Functionaijsb 
AND Sustain Literacy 

Organisation for the functional uses of 
literacy and tor the assertion of human 
rights relating to basic needs remains by 
and large a formal objective ot literacy 
campaigns. An unresolved issue remains 
with respect to the agency to undertake thi.s 
task of conscTcmisalion and organisation. 
Literacy campaigns, while generally 
succeeding in creating an organisational 
structure ol the literate in favour of the 
literacy of the majority ol the illiterate, have 
failed (o organise the latter towards their 
wider economic interests. This issue is all 
the more important given that the 
organisation of the illiterate is a necessary 
condition lor .sustaining lunclional literacy 
itself during post-litcracy and continuing 
education, lest there he a massive rclap.se. 

However, the very fact of a sudden 
mass ol nco-lIterates with heightened 
aspirations re.sults in a new situation with 
relatively unexplored possibilities. Social 
impact on’, has the potential of being 
transformed into the impact cmeiging 
‘from’ this new collective agency. Its 
dispersed ana unorganised character 
reduces us transiormalivc potential. As the 
Expert Group on Evaluation ol Literacy 
Campaigns in India points out. 

Mass literacy, oii the other hand, tiecausc 
ot the criiii alu y ot Us si/c and pressure, may 
set olt cciiain chain reactions on ihe socio 
economic and political-administrative 
sirucujics, ihc evidence of which wc tound 
in many aieas But it cannot by itself resolve 
the collective pioblcm ot mass stale 
impoverishment or widening inequalities in 
socio-economic conditions ‘In the ab.scnce 
ol collccuve solutions to these pioblcms, it 
IS extremely ditficulc to siabdi.sc newly 
acquired skills oi set ol t the .spiral movement 
tor .social development discussed above 
IDirctioraie ol Adult Education 1994:33). 

During the traumatic rites of passage that 
the adult learners have to undergo during 
the teaching-learning process, they do not 
automatically acquire access to the 
entitlements and to the arcus ot cultural and 
economic preserve that arc the result of the 
hegemony exercised by sections within the 
universe of literacy A conscious attempt 
towards organisation and training in skills 
needs to be undertaken, fe.ss nco-litcracy 
remains largely symbolic and withers away. 
The question, “why literacy?", raised by the 
neo-literaies based on a new tound sense of 
greater scit-worth and independence, has 
yel to find .m adequate answer, A response 
lolhis inconcrete developmental terms would 
help to su.siain motivation for literacy. A real 
possibility is an official response to 
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heightened aspirations through ongoing 
developmental programmes, with a greater 
degree of convergence and wider reach. Luke 
draws attention lo the fact that “like language 
maintenance, the propagation of literacy in 
a given community is contingent on* first, 
enabling ‘institutional .supports*, .strategics 
and policies; and, second, the necessity for 
texts and textualily in daily economic and 
cultural practices” (1993:3). The functional 
uses of literacy become all the more important 
when one considers that literacy through the 
campaign approach, even though a necessity 
when seen within an equitous developmental 
perspective, is by and large an 'artificiar 
creation within a prclitcratc local context. 

Voluntary organi.sations have been playing 
a limited and sporadic role in the literacy 
campaigns, generally confined to the areas 
of environment-building, mobilisation, 
training and pieparation ot instructional 
material. To understand this phenomenon 
one needs to conceptualise the involvement 
of various sections of stxriciy in Ihc literacy 
campaign along a continuum of decreasing 
institutionalisation: government departments, 
private and public sector industries, the 
media, educational institutions, political 
parties, trade unions and associations, 
educational trusts, voluntary organisations, 
community groups such as cultural mandals 
in urban and rural areas, and interested 
unorganised individuals. Sections of society 
(hat have played a major role in the literacy 
campaigns of Maharashtra have been officials 
from governmeni departments, teachers and 
students from educational institutions and 
the unorganised citizenry inspired by a spirit 
of voluntarism. The other sections have been 
involved generally to a smaller degree and 
to a varying extent in different districts. In 
the urban areas where voluntary organisations 
arc more numerous and processes ol 
insiiiiitionalisaiion are more advanced, 
governmeni has ironically tended to rely on 
Its own strength with limited reach. In the 
rural areas, the social status enjoyed by the 
teaching community and some elected 
rcprcscnlatives has been utilised to mobilise 
students and youth in these more informal 
contexts. 

Tensions have at limes emerged between 
government oflicuils and persons from 
voluntary organisations along the above 
mentioned continuum of involvement. The 
conflict has a long-standing and often 
legitimate ba.sis. given that government 
departments are seen to be close tocconomic 
and political dominant interest.s and 
distanced from the disadvantaged. Present 
commitments, priorities and defined 
orientations also create self-imposed 
limitations on the voluntary sector as regards 
Ihcir involvement in literacy campaigns. 

The rejection of the literacy campaigns on 
the grounds that they arc government 
programmes I i ke any other gi ves undue credit 
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to government. While administrative 
Initiative and finances are provided by 
government, the mass base of the cam¬ 
paigns very dearly belongs to the non¬ 
governmental sector: teachers, secondary 
school students, educated youth seeking 
employment and elected representatives 
within villages. Besides, the non¬ 
participation of voluntary organisations 
leaves the field open to the campaigns being 
reduced to a mere bureaucratic programme. 
Bhola asserts that. 

Literacy work can best he handled by political 
parties and voluntary organisations because 
party cadres and voluntary workers arc easy 
to employ, deploy and separate without 
concern for rules as to travel allowances, 
salary increases, and severance payments. 
Above all. a successful literacy campaign 
requires ideological energy which hiireau^ 
cracics can only rarely supply but which 
party cadres and voluntary associations 
usually can (1984:188) 

The literacy campaigns offer an important 
opportunity for collaboration between 
government officials and persons Irom the 
relatively few and dispersed voluntary 
organisations in the rural areas. Several 
collectors have provided leadership to the 
campaigns with u true spirit of voluntarism 
and understanding of the ethos of the 
campaign mode, seeing literacy as a challenge 
to their administrative inno vuti vencss. In the 
context of the vital need tor organisations 
of the disadvantaged nen literates, initiated 
during iheliteracy phase and institutionalised 
over post-literacy, there is all the more 
urgency for the involvement of the voluntary 
sector on a larger scale. Without the 
complement ot organised voluntarism the 
campaigns arc in danger of being reduced 
to a managerial structure with u technological 
thrust but without a dynamic spirit. The 
participation of such organisations provides 
an important corrective to state initiative, as 
may be seen from the role of the Bharat Cyan 
Vigyan SamilhifBG VS) at the nalional level 
and within .some disiricis 
The BGVS, formally established on 
December 21, 1989, represents a 

convergence of two distinct streams - past 
efforts in (he field of adult literacy and the 
people's science movements (PSMs) with 
their demcKratic approach to science and 
lechnology.Thc All India Jathaot May 1985 
in connection with (he Bhopal tragedy, the 
jatha of October-November 1987 with the 
involvement of 26 organisations, and that 
of October-November 1990 covenng 304 
districts, have been major events in the 
proces.s of creating a national consensus and 
some voluntary organisational basis for lit¬ 
eracy The BCjVS and its fraternal 
organisation.s fttitetioning in 18 states and 
three union territories arc. in my opinion, 
in the best position to play a major rote in 
the organisational tasks implicit in the literacy 


campaigns. The Kalajathas of October- 
November. 1990 and 1992. and the Samata 
Jatha of March-April 1993. with a focus on 
women were important national level 
mobilisations through cultural action. The 
latter was marked by eight Kalajathas from 
different pans of (he country converging on 
Jhansi on April 8-9, 1993. With a view to 
broadening the sphere of literacy and 
providing the campaigns a developmental 
thrust, the BGVS has organised comple¬ 
mentary national level campaigns in the 
areas of gender equity (Samata). health and 
sanitation, water and land resource 
management, national unity (Hamara 
Desh - Desh Ko iano, Desh Ko Badlo), and 
elementary education (Joy ot Learning).'' 
Tlicsc national level efforts covering selected 
states, districts and blocks have provided a 
much needed direction and rootedness in the 
contemporary issues that engage the attention 
of literacy activists and learners. The resource 
persons and organisers thrown up by these 
mobilisations could .serve as catalysts for 
organisational con.solidation 
Historically literacy campaigns have been 
initiated by 

u profound, if not cataclysmic, triggering 
event, u religious reformation oi political 
revolution, the gaining of political indepen¬ 
dence and nationhood The campaigns of 
the twentieth century arc usually associated 
with revolutionary upheavals and attempts 
hy stale authorities to create a new political 
cullutc and accelerate the prtK’cs.s ol cci>- 
nomic development (Amove and Gralf 
I9S7-4-5) 

The closest that comes to this “triggering 
event’* in the Indian context is the new- 
economic policy. Are expanding literacy 
and the campaigns to he seen as fostering 
the proccs.scs of commodification and 
absorption into market economies engen¬ 
dered by economic policies? The lulure 
trajectory of literacy campaigns and mass 
literacy in the Indian context remain unclear 
at the present stage, especially when one 
considers that the closeness in timing ot ihc 
economic policies of restructuring - 
liberalisation and ol the literacy campaigns 
as an educational policy was more than a 
coincidence. Kumar appears to hold a 
conclusive view: 

It IS very difficult to imagine that an ethos 
constructed for (he specific purpose of 
legitimising the liberalisation programmes 
can actually permit ma.ss literacy to be used 
as an instrument of announcing people's 
reading of the world as opposed to the 
hoardings de.signed to be swallowed by the 
people < 1993:2732). 

My own view is that incorporation into 
larger market economies, for the illiterate us 
well as the educated literate, has been and 
IS a fairly relentless prckrcss for lack of viable 
alternatives inthe Indian context. The quality 
of that incorporation is not definitive and 


depends on factors in addition to literacy and 
dominant hegemonic intentions. 

The central questions are restructuring, 
liberalisation, privatisation and ensuing 
globalisation Tor whom?' and mass literacy 
*for what'7 It i$ only when these two ques¬ 
tions can be answered with some degree of 
accordance that the literacy campaigns attain 
a measure of meaningful sustainability. The 
evidence suggests that the two policies - the 
political economic and the educational 
cultural - are working at cross purposes 
[Upendranath 1993]. If the main burden of 
the new economic policies is likely to fall 
on the levels of living of the working class 
[Singh 1993: Bagchi 1994], one might not 
expect literacy in itself to alleviate the 
situation. This is all the more true when one 
considers (he east Asian experience. 
Domestic liberalisation and the provision of 
minimum standards of health and education 
accompanied by land reforms generally 
preceded structural adju.stmenl and external 
liberalisation, so as to absorb the shock of 
the latter. In India, in contra.st, the experience 
with respect to literacy has been the other 
way round. The first three years of the Eighth 
Plan have shown a reduced proportionate 
outlay from a decreased aggregate outlay in 
real terms for agriculture, rural development 
and ihc social scciors, from what was 
visualised by the planning commission 
[EPW Research Foundation 1994]. As 
Prabhu writes. 

The crux of the matter is that the approach 
requires human development goals to be an 
integral part of the .strategy of structural 
adjustment as well as development.. The 
sheer magnitude of the problem involving 
over 300 million people below the poverty 
line and 324 million illiterates demands an 
immediate and sustained response from (he 
government The stakes are too high and the 
magnitude of the problem too large to he 
swept under the carpet The repercussions 
of failing India’s vulnerable sections could 
trigger off responses which may .seriously 
undermine the very sustainability of reforms 
11994 1027). 

If present economic trends continue, 
extensive, sudden and fragile literacy without 
people’s organisation for empowerment 
through, and sustainability of literacy, is 
likely to be a mirage or at best a tentative 
reality that dissolves into its relatively 
preliteraie and hostile context in the rural 
areas. 

Do present policies and literacy practices 
represent a co-optation and neutralisation of 
the ideology of mass movement for literacy 
in the popular inierc.st as put forward by 
the voluntary sector, in particular by the 
Kerala Shastra Sahitya Parishad and the 
people's science movements? Banerjee 
(1993) discusses this possibility on the 
basis of negative experiences of campaigns 
and literacy activists in selected regions. 
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The development of an autonomous 
interventionist potential and a critical 
approach to whatever 'democratic space* is 
offered by the campaigns, is suggested. 
Saxena (1993) draws attention to the limits 
of literacy in contexts that are hostile to its 
transformative potential. Parameswaran 
expresses his apprehension of a people s 
programme being converted into a 
bureaucratic one and warns that ‘ it the pace 
of spreading campaign is much faster than 
the rate at which competence, commitment 
and organisation can spread, then the result 
will be a total breakdown” (1994:5). The 
state has not hesitated to repress when the 
social transformative potential of literacy 
campaigns or ol mnovalivc programmes is 
taken to its logical conclusion, as tor 
example in Kerala after its tiicracv phase 
(S Kumar 1993).Pudukottai in Tamil Nadu 
and in Pondicherry [EPW 19921, and the 
educational programmes o( Ekiavya in 
Madhya Pradesh (K Kumar, 19921 In Bihar, 
a state fraught with ihe coniradiciions ol 
caste, class and gender, one has observed 
Ihe empowering role ol literacy campaigns 
with respect to women in the districts ol 
.Madhubani, Saharsa and Dumku and with 
respect to the head loaders who were 
organisedj^gainst the rangdaan system and 
the mafia in the collieries of Dhanhad 
(Philipose 1994). These effortwere not 
without major conflicts 
The Lontiadictory and Lonienlioiis 
character of literacy campaigns, especially 
in srtuations where they are guided along a 
path of social transformation, is best brought 
out by the case of Nelloic district in Andhia 
Pradesh and its suhsequent anti-arrack 
struggles ^ 

Nellore is an exemplary study ol how social 
energies released by one particular 
• movement broadens the base ol the 
movement by bringing more and more areas 
within Its ambit Thus the total literacy 
movement played a role in making ihe unii 
arrack movement happen. The luiy ol the 
admini.stration was unleashed by the antr 
arrack movement which compelled the 
activists to start selling postditerucy books 
to the neo-literatcs. The book selling 
campaign in its own torn, brought about the 
library movement. The anti-arrack 
movement also empowered the women to 
start the savings movement and thereby 
further strengthen their position in society 
(Cyan Vignan Sandesh. Vol I. No 2,1994J 

The foregoing illustrations bring out the 
contradictory characterof literacy campaigns 
especially when they are slate initiatives 
towards a participatory people's process, 
as they have come to be. It is only expected 
that the contradictions within civil society 
and with the state would be uncovered. The 
foregoing would also lead one to the view 
held by the Expert Group on Evaluation 
of Literacy Campaigns that, "for all its 
deficiencies,... the NLM's TLC approach 
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has been among the be.st things promoted 
by the government since independence... 
There have been numerous examples of not 
merely ihc ‘organisation for literacy’ but 
of * literacy for organisation’, finding 
expression through literacy efforts initiated” 
(1994:37). 

For those sympathetic to the literacy 
campaign and its potential for sustainable 
cquitous development, the direction lies 
in the open-ended character of literacy 
and the generally positive social impact 
that emerges Irom the mobilisalional 
approach. Literacy, as part of larger 
cultural and ideological apparatuses, is a 
sphere of conicniion between contradictory 
hegemonic forces [Giamsci 1971:242, 
398]" Critical writing and literacy practice 
IS pan of this contention The double-edged 
character of literacy is vividly brought out 
by Apple drawing on J Baisiccr and others, 
when he writes that 

reading and wi iiing. those apparently simple 
and fundamental acts, me in capitalism at 
one and the same lime forms <>1 regulation 
and exploiiaium and poieniial modc.s of 
resistance, celcbraiK n and solidarity' 7’hiv 
double movciiKM' ceh<ies C'alihan’s cry 
You taughi me 'anguage. and my piofil on 
It is. I kn 'v. hou lo curse' Our task as 
cducaui'‘s 1 'o hrip the eurscis hnd then 
collective jJ9X7'xi) 

111 matters ol iiiciai.> practice the intentions 
ol the doiinnani do not necessarily work out 
as the discourse oi the subaltern.''Heightened 
aspirations genetatetl on a mass scale anti 
enabled thrtiugh lileracy have imprcdiclable 
consequences It is clear that the lest lor the 
progressive direction ol the literacy 
campaigns would he ihcir capacity to 
innovate forms ol people’s organi.salion and 
thus inslilulionali.se Irom below their positive 
social impact 

Notes 

I The National Literacy Mission (NLM) was 
launched on May S i^XK The initial inspiration 
fora mass approach it> illiteracy emerged from 
Ihe voluntary, non goveimncnl exfKiienees of 
the people's science movements (PSM) and 
in parlieular that ol Ihe Kerala Shasira Sahitya 
Panshad (KSSP) The campaign uppn>aeh thus 
may be .seen to have a grass roots basis of 
organised .soeial iransfornialion » soeiul action 
that wa.s wider than, and inclusive ol literacy 
and education This approach acquired 
legitimacy ai ihc eenire. primarily among 
adinini.sirative and academic circles and lo a 
limited cxleni among political parties. It was 
then selectively applied in a decentralised 
manner, miitally in a few high lileracy regions 
The campaign approach might briefly he 
described as a concerted effort involving 
various social resources with a high degree ol 
voluntary eommiiiiicnt to addressing the 
problem of illiteracy, in a defined region and 
within a liiniied penod of time The ma|or 
steps dunng the literacy phase o( the campaign 


are: planning meetings to identify individuals 
and organisations that could serve as resources: 
creating an environment for literacy through 
cultural mobili.saiion and the use of folk cultural 
forms, the organisation of eominittecs at Ihe 
level of the dislrici. block and village/ward; 
conducting a survey lo identify learners and 
instructors, the preparation and acquisition of 
instructional mnienal: training programtnes 
fur instruciion ai various levels; all of which 
constitute a iriobiltsutioti that lasts for about 
SIX nionihs. to he followed by the teaching- 
learning process and Us monitoring and 
evaluation lusting for about a year The post- 
literacy phase IS expected to last for a 
subsequent period of two years In May 1993 
the trend m sanctions shifted from high 
literacy rale districts to tow literacy rate 
ones within the northern lfindi-s|ieaking bell 
During 1993-94. of the 107 projects sanctioned 
by NLM. .S3 were in the four slates of Bihar, 
Madhya Pradesh. KajiLsihan and Uttar Pradesh 
By July 1994, ii was reported that a lotal of 
27S campaigns had been sanctioned in parts 
of or in enure distncis This included Himachal 
Pradesh where the entire slate was taken up 
for the literacy campaign Projects in 100 of 
these distnets hud been approved for post- 
literacy and eotitinijing edu( ation It was 
estimated that about KH miliiun persons, 
predominantly in the age group of 15 to 3.5 
years, were covered. W'hieh would imply that 
approviiiiaiety eight million persons were 
involved on a voluntary basis as instructors 
It IS pro|K)sed to bring V50 disincis under 
literacy campaigns by the end ot the Eighth 
Plan IDiivelornie of Adult Education l9Sl4i 
Up lo March 1994, a total sum of Rs 559.69 
erore h.ul been approved of which Rs 483 3K 
eiore w'cre loi ihe literacy phase of the 
campaigns and Rs 76 31 crorc for the post- 
literacy phase (Rajput 1994] 

2 .See Saldanha (I994d) The studies were 
.sanctioned hy the ministry of human resource 
development, depart mcnl of education. New 
IX'lhi, lotheTuta Insiiiutc of Social Sciences, 
my place of affiliation I am grateful lo J C 
Sharma, S Parasurainan and D P Singh, 
laculty members ot the insittutc, for their 
eomincnis on .sialisiical mutters P M Salvi 
and P D Pawar assisted in the arduous task 
ot data processing I wish to gratefully 
aek nowicdge the ussiNianec of a number of 
olficiaLs and literacy activists at various 
levels The research .stall who assisted m the 
t icld and at the office are loo many lo mention. 
They do know about my appreciation 

3 The Dave (?ommiuee (1992) visualised a 
siantkirdiscd lesi with a weightage of 40 marks 
for reading and 30 marks each for wniing and 
numeracy A learner lo be declared literate was 
expected to achieve a 50 per cent score in each 
of the three Lomponents and an aggregate of 
70 per cent on the model test 

4 As an iliustrution .see Saxena (1992) 

.5 For an insightful account ol the strengths 
and weaknesses ol the literacy campaigns 
at the national level sec Mathew and Rao 
(1994) 

6 The foregoing informulion abriut the BGVS 
has been gleaned from meetings with 
aclivisis and Cixm Vt^nan Sandrshyol I, 
Nos l-V 1994 

7 One might refer to llaiah (B.)92), Balagopal 
(1992). Shutrugna (1992). Anveshi (1993), 
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Akashd ana Redd> andPa«njik( 
lor analyses t)l (he proecss and impact of tnc 
anti-iiquor mo'ycmcn'! in Andhra Pradesh 
}< The concept ol hc^niionies in contention is 
dratA.n tram a a-ading of Grainsci r 1971), This 
and other related Gramscian concepts ihat 
might be tiNctul fora critical analysis of cultural/ 
literacy practice are discussed in wSaldanha 
J98h| 

^ As Gillette states. ‘Literacy, nowcvei, like 
education more generally, cannot be reduced 
to behavioural conditioning It endows 
people with skills that they jao (although 
do nut always I use to receive and emit 
messages of an almost tnfiniic range, a 
range that in any event largelv eccarnrs the 
control of those who imparted liierucv to 
tneio Literacy iv potential empowerment'' 
(IW 2\S, 
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Indian Economy since 1991 

I^de, Price and Exchange Rate Behaviour 

Prabirjit Sarkar 

Indians trade, exchange rate and consumer price behaviour since the middle of 1991 is the subject of this paper. 
In particular, has the exchange rate of the rupee influenced the dollar values of India* s exports and imports? The 
author*s foldings raise questions about the effectiveness of exchange rate policy as an instrument of trade policy. 


I 

IN the 1970s, the fixed exchange rate regime 
of the Bretton Woods gave way to a floating 
exchange rate regime. With the delinking of 
the US dollar from its gold parity, it started 
to float against the major currencies ol the 
other OECD countries In this changed 
sceneho, the Indian monetary authority 
started day-to-day adjustment ol the 
exchange rate of Indian rupee. Throughout 
the 1970s. the exchange rate of the rupee 
fluctuated without any siati.stically signi¬ 
ficant trend in either direction. The prcKcss 
of steady depreciation of the rupee started 
in the 1980s [Sarkai 1992J994a]. From 
7,93 at the end ol 1980. Rs per (US) dollar 
rose to VH 07 by the end of 1990; the cor¬ 
responding figures for Rs per SD*' were 
10,11 and 25.71 {International Financial 
Statistics, Yearbook 1984:327 and Septem¬ 
ber 1993-280). 

This rapid depreciation of the rupee in 
the 1980s can be partly ascribed to the 
policy prescription of the IMF at the tune 
of giving the EFF loan of 5 billion SDR 
to India during the legimeof Indira Gandhi 
in the first half of the 1980s. Two doses ol 
devaluation in July 1991 were also a part 
ol structuial adjustment programmes 
dictated by the IMF and the World Bank. 
In fact, devaluation is one important item 
of these institutions' policy packages. 
According to one estimate, during 1980-84. 
about 55 per cent of IMF condilionalily 
included devaluation in the name of 
"liberalisation and reforms ol exchange rate 
arrangements’ (Avramovic 1988*91 De¬ 
valuation goes hand in hand with abolition 
of exchange controls. Since the middle of 
1991, India has been experiencing this IMF/ 
World Bank reform package 

in this perspective, the present study 
examines India's trade, exchange rate and 
consumer price behaviour since ihc middle 
of 1991. In particular, it will be examined 
whether the exchange rale of the rupee mHu- 
ences the dollar values of India ’ s exports and 
imports. In earlier .studies [Sarkar 1992. 
1994a. b]. It was observed that the steady 
depreciation of the rupee dunng the period. 
1971-1990/91 did not have any influence on 
the dollar values of India's exports and im¬ 
ports. But critics pointed out that the period 
of that study did not take into account the 
present regime where market forces are 


allowed lo operate more freely [Nag- 
Upadhya 1994). It is then interesting lo 
examine the relationship between the 
exchange rate and India’s trade values over 
the period ol ‘liberal' regime ofNarasihma 
Rao-Manmohan Singh This will supplement 
our eailier analysis of the experience ol the 
‘conlrollcJ’ regime of the pa.si 

II 

The period ol the present .study is only 
1991-94 To get a sufficiently large number 
ol observations, monthly data have been 
collected Data sources arc International 
Financial Staii\tic.\ (various issues) 
published by the IMF and the Reserve Bank 
of India (RBI) Bulletin (various issues). 
The period of this study covers June 1991 
lo Augu.st 1994 (up to which data arc readily 
available) 

For studying trends, a log-linear regres¬ 
sion IS filled through Ordincry Least 
Squaics(OLS) melhcxl . 

Yj - a + b.l -I- u, (I) 

where l stands lor time variable (which 
assumes natural numbers starling I tom June 
1991 = 1). u IS ihe regie.ssion residuals, a 
and b aie parameters lo be eslimated and Y. 
IS the vanahic under study 

A 12-ordci lagrange multipln^r (LM) lest 
has been conducted to check whether there 
is any higher order serial correlation in the 
residuals. In no case do we find the problem 
of htghci order .serial correlation. Hcncc an 
autoregressive error process up to second 
iirder, AR(2). has been considered. 

u, = p, u, , + Pt u, . -1- E, (2) 

where p, and p, aie the autoregression 
coefficients and P, is a whitc-noisc error 
process. 

The autoregression cocfticients arc esti¬ 
mated along with the regression parameters 
a and b through the maximum likelihood 
(ML) procedure. An appiopnatc mtHlel is 
chosen on the basis of log-likelihood ratio 
(LLR) tests - AR( 1) vs OLS and AR(2) vs 
AR(I). An AR(I) process is estimated 
through inverse interpolation method and 
an AR(2) process is estimated through 
Newton-Raph.son Itcrali vc MethexJ IPesaran 
1991] 

Trends in Exports and Imtorts 

Firstly, consider the behaviour of India's 
exports valued in US dollar(Xdl) during 
-June I99l-Augu.st 1994: 


log Xdl, 6.76 + 0.011 t + u, (3) 
(60 35) (5.86) 
where u = 0.49 u ^ + E, 

' (3.51) 

R" = 1) 75. D-W statistic = 1.77 and 
F(2.36)=: 58.42 
(l-raiios in parentheses) 

Our estimate shows that India’s exports ro.se 
at the statistically significant monthly rate 
of 1.1 per cent. 

As for imports, the value in terms of 
dollar(Mdl) rose at the rate of 0.74 per cent 
per month during the same period:' 
log Mdl, = 7.08 + 0.0074 i + u, (4) 
(109.56) (6.74) 

where R = 0.54, DW Statistic = 1.92 and 
F(1.37) = 45.38 
(i-ranos m parentheses) 

Trends exhibited by the series of India's 
exports and imports are stable over the 
whole period: plot of both cumulative 
sum(CUSUM) and CUSUM of squares of 
rccuisivc residuals in each ca.se shows no 
sign of instability. 

Now the quc-stion is whether the trends 
in the dollar values of India's expcirts and 
imports arc deterministic. Once Nelson and 
Plosser (1982) argued that macro-economic 
lime senes are non-stationary stochastic 
processes’ In our earlier study [Sarkar 
1994a]. India’s exports and imports were 
found to exhibit stochastic trends - random 
walk with upward drift-over the period 
1971-91 But the present study does not 
lend support to our earlier conclusion. 
Dicky-Fullcr(DF) lest suggc.sls that Indian 
exports and imports data are trend- 
stationary - trends exhibited by the senes 
arc deterministic. 

DF statistic for exports senes = -3 62 
DF statistic tor imports senes = -6.03 
(5 per cent critical value is -3.5312) 

In view of the problem of first order 
autocorrelation m the DF test procedure, a 
first-order Augmented Dicky-Fuller lest. 
ADF(l) has also been conducted in each 
case. This also suggests ireiKl-sialionariiy of 
the two series: 

ADF(l) statistic for exports = -3.6386 
ADF(I) statistic for imports = -4.1148 
(5 per cent crucial value is -3.5348) 

As lor the behaviour of the balance ol 
tradc(BOT). it docs not show any trend of 
statistical significance: 

BOT = -265.04 + 4.60 i + u (5) 

(-2.89) (1.16) 
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where u, = 0.32 , + £, 

(2.14) 

R = 0.11, DW = 2.02 and F(2.36) = 3.33 

A log-linear trend has also been fitted hy 
a suitable change ot origin (in view of many 
negative observations); but the conclusion 
does not change. 

Now the question is whether the trend- 
growth in exports and imports during the 
period of liberalisation' is an exception or 
this is a continuation of the trend ol the 
earlier period. To answer this question, the 
number of observations ha.s almost been 
doubled by choosing June 1988 as the starting 
date of our period of analysts. Intercept and 
slope dummies are added to the log-linear 
trend equation to check whether there was 
any structural change in the senes ofexports 
and imports since June 1991. 

log Y, = ai -I- b| .1 + (a 2 - ai ) D, + 

(bo - b|) D|.t + u, (6) 

where and b^ arc the parameters of the ith 
period (i = l-and II; I stands for the period, 
June 1988-May 1991; II stands for the period 
June 1991-August 1994); D, is the inieiccpt 
dummy = 0 for the period I and = I for the 
penod II and accordingly the slope dummy 
D .1 = 0 lor the penod I and = t lor the 
period II. 

Fitting Equation (6) on the senes of dollar 
values ofexports and imports, there was no 
sign of change in the trend during the period 
of liberalisation'. 

log Xdl, = 4.70 + ().(K)94 i 0.06 D, 
(99.10) (4.73) (-0.50) 

- 0 001 D, .1 + u, (7) 
(- 0 . 22 ) 

where = 0.36 u , 

(3.31) 

R- = 0.77. DW = 2.05 and F(4.7()) = 64.47. 
log Mdl, = 5 03 + ()(K)68 l - 0.21 D, -i- 
(72 19) (2.40) (~1 15) 

0.(K)04 D, i -h u, (8) 

( 0 . 10 ) 

where u, = 0.40 u, , + 0.19 u,, t 
(3.50) (1.71) 

R“ = 0.52. DW = 2 (K) and F(5,69) = 16 73 

CUSUM and CUSUM Squares tests al.so 
show no sign ol instability anywhere in the 
senes of ex|X)rts and imports For a longer 
period. January 1979 lo January 1993, Nag- 
Upadhya( 1994) assembled monthly data on 
India's exports and imp<x’ts and 'could not 
find any structural change in any of them’. 

Ext'iiANGL Rati vis-a-vis Dollar and SDR 

Over the period of our study (June 1991- 
August 1994), the exchange rate of the 
rupee vis-a-vis the dollar and SDR declined 
significantly: Rs [kt US dollar (RsDI) and 
Rs pci SDRiRsSdr) rose at the monthly 
average rales of 0.88 vind 1.02 per cent 
(respectively).- However, the trends are not 
smooth. In the name of introducing fully- 
fledged free market rates, the rupee was in 
effect devalued in March 1993; from 26.20 
at the end of February 1993, Rs per dollar 


rose lo 31.'^3 at the end ol March 1993 
and Rs per SDR rose from 36.05 to 43.65 
during the same period - about 20 per cent 
change {Internalional Financial Statistics, 
September 1993:81). 

In each case, the dummy variable analysis 
shows a .strong evidence ol an upward shifi 
in the iiitcrccpi (indicating a devaluation in 
March 1993) but no significant evidence of 
a shift in the slope after February 1993: 
log R-sDI, = 3.21 -I- 0.0031 I + 

(235 48) (2.86) 

0 23 D, - 0.(K)3() D u^ (9) 
(5.18) (-1.71) 

where 

R^ = 0 92. DW = 1.17 and F(3.35) = 144.81 
log RsSdr, = i.45 -f 0.0090 l + 0.37 D, 
(71.74) (2.58) (2,59) 

-0.(K)94 D, .1 u^ (10) 
(-1.49) 

where u = 0 74 u . + c 

I t j I 

(6.99) 

R‘ = 0.91, DW=:2.l I and F(4,34) = 92 34 
(Intercept dummy D = I since March 1993 
and = 0othcrwise; slope dummy, D..I varies 
accordingly). 


Perron <1989) test confirms that the 
exchange rates, Rs per dollar and Rs pei 
SDR arc trend-stationary with structural shift 
after February 1993:^ 

Perron statistic (in the case of intercept 
and .slope dummies) = -13.18 for Rs per 
SDR and = -84,80 for Rs per dollar. 

Pcrion siaiisiic (in the case of only 
intercept dummy) = -13.20 for Rs per SDR 
and = 77.72 for Rs per dollar. 

CONSUMHR PRin* BniAVIOUR 

During the period under study. India 
experienced a steady rise ol prices The rate 
of rise in the price index based on monthly 
averages of India’s con.sumer pnce.s(IP) has 
been lound lo he 0.74 per cent per month:'* 
log IP, = 5 13 - 1 - ().(K}74 l -K u, (II) 
(422.70) (14.40) 

whcic u, = 1 28 11 ^ , - 0.44 u, . + e, 

^ ' (8.93)' (-3.07) 

= 0.99, DW=2 36 and F( 3,35) =1662.4 
The inflation ol India’s consumer prices 
remained steady ihroughoui the period ol 
study. There was no evidence of acceleration 
or deceleration alter the Maich-1993 


Tarn I Ri (.ki ssion Anai ysis nh India’s Kxpor is anh Imports. Juni 1991 -Aik.usi 1994 

(Bast'd on Log Values) 
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R 

DW Slat 

F stal 
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5 92 (() S.l) 





Time. 1 

0.(M)7.S (2 42) 
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0 70 

1 78 

40 SI 
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Time, l 

()(HW0(4 17) 





log ReSdr 

0 40 (1 S6) 

0 76 

1 78 

41 II 

AR(I) 

IniercepL a* 

14K(l 44) 





Time, I 

()(MKil (1 24) 





logREERX 

0 94 ( 1 51 ) 

0 76 

2.41 

2"^ 43 

AR (2) 

IniercepL a 

Uil (1 41) 





Time, i 

().(K)69 (1 46) 





log RF.ERT 

0 90(1 38) 

0 76 

2 42 
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AR (2) 

II Imports (Values in US $) log values 
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«,30(IO.2«) 





Time, i 
log RsSdr 

0.0099(4.10) 

-0.27 (-1.17) 

0.54 

I.8K 

23 59 

OLS 

Intercept, a 

9.12 (X.84) 





Time, i 

0.0091 (6 16) 





log RcvSdr 

-(J.37(-l.70) 

0.56 

1 92 

23.50 

OL.S 

Intercept, a 

I0..56 (.3.86) 





Time, i 

0.01 (2 04) 





log REERX 

-0.81 (-1 15) 

0.23 

1.99 

53)8 

OLS 

Intercept, a 

8.77(2.78) 





Time, i 
log REERT 

0.(8)75(1.33) 

-0 35 (-0.43) 

0.20 

1.89 

4.32 

OLS 


TJie procedure has been selected on the basis of log-likelihood ratio tests of AR( 1) vs 
OtSand AR(2) vs (ARI). 
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devaluation. This can he confirmed by the 
dummy variable analysis: 
log IP, = 5.14 + 0,0073 l ~ 0.01 D, + 
(369,65) (7.36) (-0.35) 

0.0004 D,.i + u, (12) 

(0.23) 

where = 1.26 - 0.44 + t 

(8.76)" (-3.05)' 

R =0.99. DW=2.34 and F(5,33) = 993.45 
However, ii must be rccogni.scd that the 
trend exhibited by the senes ol India's 
consumer price index is siochasiic - a 
random walk with an upward drilt The 
values of DF sialisiic and ADF( I) statisin, 
are -2.15 and -2.()S(rcspectivcly)' 

In tact, the consumer price senes is 
difference-stationary (OS). The values ot 
DFand ADF( I istalislie are-4.4^ and-2 98 
whereas the critical values are 2 9422 and 
-2.9446(respeclivcly). The rate ofmllation 
i.s now re-estirnaicd through limng a OS 
model* 

log Y - log ^ = b 4 (u, - u^ ,) (13) 

Through the procedure of lilting a DS 
mtidel, the lalc ol inllation is estimated lo 
be 0 82 per ccni pci month with the value 
ol the t-slalislic = 6 74 
Interestingly. Ihe senes ol consumer price 
index ol Ihc industrially developed countries 
(DF) was *lilso loiind lo be dilleiencc 
stationary. Fitting a DwS model, the rale ol 
consumer price mllahon in the indusliial 
countries was lound to be 0 2.3 per ceni per 
month (the value ol l-siatistic = 6.84) This 
late ol intlation is much lower than the 
rate of consumer price inllation m India 

BLHAVIOUK Ul RI:A1. EX( MAN(ii: Raivs 

Alter a discussion ol the behaviour of 
nominal exchange latcs and prices comes 
the question whether the price-inllalion 
offsets the ellect ol exchange rate adju.st- 
inenis A devalualion leduces prices ol 
export goods in terms ol Foreign currencies 
and increases the prices of import goods 
in terms of’domestic currency. A gcncial 
rise in domestic prices nullifies this cfleci 
ol devaluation. The concept ol real exchange 
rale is designed to measure the net cl Icci on 
Ihc competitiveness ol domeslii. goods in 
national and inicrnaiK/«ial markets 
Special Drawing Rights ol the member 
countries at the IMF (SDR.s) are now used 
as a kind of accounting money The value 
of SDR dcixcnds on the value ol the basket 
of currencies ol major industrial countries 
such as the US. the UK. Germany. France 
Japan, etc. The rupee value of SDR, Rs per 
SDR can be used to construct a real exchange 
rate scries (ReSdr) by using the relative price 
deflator - the con.sumer price index of 
India(IP) divided by the the consumer pnee 
index of the industrial counti'ieslDP). 
Symbolically, 

ReSdr = RsSdr x DP/IP (14) 

An appropriate scale has been used so that 
the figure for June 199! is-l(X). This series 


gi ves us a rough indication of the behaviour 
ot the real exchange rate of the rupee 
(vLs-<4-vis the currencies of major indu.sinal 
countries) on the basis of readily available 
data. A ri.se in the index implies a real 
depreciation ol the rupee vts-a^visthe SDR - 
roughly speaking, prices of Indian exports 
fall in terms of prices in the major indu.sirial 
countries and prices ol imports Irom these 
countries rise in terms of prices in India. 

The real exchange rate series, ReSdr 
exhibited a rale ol growth ol 0.53 per cent 
per month (indicating a real depreciation oi 
the rupee).However, the dummy variable 
analysis shows signs of structural shifts in 
slope and inicicepi parameters alter 
February 1993: 

log ReSdr, = 4 74 4- 0.0026 I -r 0.35 D, 
(161 71) (I 16) (3 84) 

-0 0084 D, l 4 u, (15) 
(-218) 

where u - 0.55 u + t 

I t I < 

(4 12) 

R =0 81. nw=2 04 and F (4.34) = 42.30 

These estiniiiies show that there is no 
strong cvitleiKfol real' depreciation ol the 
rupee belore February 1993, due to a 
devaluation m the next moiuh. the ReSdr 
rose to a new' height indicating a real 
devaluation ol the tupce Alter that there 
was .1 steady real appreciation ol the rupee 
I'heesiimaleol Perroniesi .siali.slic‘(=-13 57) 
Lonfirms that the residuals ol Ihe above 
I egression are si.inoiiary 


From this rough measure of real exchange 
rate behaviour, let us now turn to a more 
precise measure. From the RHl Bulletin 
(October 1994), two series of real effective 
exchange rates are available over the period, 
February 1992 to June 1994 In order to 
calculate the real eflectivc exchange rate, 
data on bilateral exchange rates of the rupee 
- the values of Indian rupee in terms of 
currencies of India’s trading partners - are 
needed. The bilateral exchange rates of the 
rupee are calculated as SDR-pnees of 
currencies ol India’s trading partners 
divided by the SDR-price ol Indian rupee. 
The RBI selected a sample of 36 countries 
which provided a market for three-fifths of 
India’s exports lo and imports from the rest 
of the world. 

For calculaiion ol real elleciive exchange 
rale. Ihc SDR-pnee ol currency of each of 
36 ina)or trading paiiners ol India is detlated 
by Us consumer price index (which rellects 
the price Indian exporters face in that country) 
and the SDK-price of the rupee is deflated 
by India s wluUe.sale price index (which 
rellects producers’ cost in India). Thus the 
'rear SDR-pnees ol Ihc currencies arc 
oblaincd. The ratio between the ‘real’ SDR- 
pricc ol currency of each tU India's trading 
parlneis and the real’ SDR-pnee of the 
rupee gives the real’ bilateral exchange rate 
ol the rupee. The real bilateral rates arc 
aggregated by using weights. An appropriate 
scale IS chosen to make the base |)eriod index 


“Iahii 2 Ki (»Ki sMON Analnsis ni India's Fai’okis ANO Imports. Jl'Nr IVMI-Auciiisi 1994 
(based on Lt)j.’-I)iflerenccs) 
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OLS 
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0.03 

1 49 
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OLS 
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0 013 (1.87) 





diog RsScIt 
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0.45 
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diog ReSdr 
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0.41 
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0.099 (1.17) 
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* The procedure has been selected on the basis ol log-likclihood ratio tests of AR( 1) vs 
OLS and AR(2) vs (ARl). 
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as 100. For the RBI Keries. 1985 is the base 
year. 

For weighting purpose^ two sets ol alter¬ 
native weights are used. One set of weights 
is based on the shares of the 36 trading 
partners as market for India’s exports. The 
other set is based on the shares of these 
countries in India’s total trade (export plus 
imports). Accordingly, two scries of real 
effective exchange rates (REER) arc 
available -export-weighted REER, REERX 
and trade-weighted REER.REERT, A rise 
in the index implies a real appreciation of 
the rupee. 

During the period, February 1992 to June 
1994 (for which data arc available), export- 
weighted REER, REERX rose at the monthly 
rate of 0.70 per cent whereas the trade- 
weighted series. REERT ro.se at the rate of 
0.64 per cent ^ There was no evidence of 
structural shifts in slopes and intercepts alter 
February 1993: 

log REERX^ = 3 84 + 0.0099 i + 0.02 D, 
(14358) (5.89) (041) ‘ 

- 0.002 D, .1u^ (16) 
(- 1 . 02 ) 

where 

R2= 0.90, DW=I.42 and F(3,24) = 80.72 
log REERT =3.93 + 0.0071 l -0.04 D,+ 
(162.60) (4.64) (-1.14) 

0.001 D, .1 + (17) 

(0.60) 

>^ere 

R2 = 0.90, DW =1.48 and F(3,24)= 82.43 
To compare the behaviour ol the real 
effective exchange rate senes with that ol 
our real exchange rale series, ReSdr, the 
same dummy variable analysis of the latter 
has been done over the period, February 
1992 10 June 1994 As in the cases of REERX 
and REERT, the real exchange rate senes, 
ReSdrdoes not show any change in the slope 
parameter. But ihcre was a strong evidence 
of an upward shift in the intcrcepl: 
log ReSdr, = 4-84 - 0.(K)401 + 0.19 + u, 

(243.77) (3 75) (1192) 

(18) 

where u, = 0.90 u, , - 0.42 u . + c, 
(5.23) (-2 45)’ 

R‘ = 0.96, DW = 1.81 F (4.23)= 147.98 
and Perron Slat. = -8.24 
The implication is that the rupee faced a 
real appreciation (.so (hat the RcwSdi series 
declined) during February 1992 and 
February 1993; then came a dcvalualion 
which shifted the series upwards. If the 
whole period of our analysis is considered 
deleting only the June 1991 tibscrvalion. a 
clear evidence ol this appreciation can be 
found over the longer period July 1991- 
February 1993; devaluation in March 1993 
wa.s followed by an acceleration of this 
process of real appreciation: 
log ReSdr, = 4.80 - 0 0017 i + 0.25 D^ 
(411.49) (-1.90) (7.39) 

- ().(X)32 D, .1 + II, (19) 
(-2.24) 


where u, = 0.86 u, j - 0.41 u,, + 

(5.85) (-2.80) 

R = 0.36, DW = 1.92, F(5,32) =190.17 
and Perron Stat. = -13.57. 

Interestingly, all the RBI series on 
effective exchange rates exhibit stochastic 
trends. It can be checked on the basis of 
DF and ADF tests. But our series, ReSdr 
arc trend-stationary with evidence of 
structural shills. This trend-stationarity 
holds good over different sub-periods, July 
1991-August 1994 and February 1992 - 
June 1994. Fitting DS models to the 
effective exchange rate series, n has been 
found that the scries exhibited no trend of 
statistical significance. 

To sum up, during the current ‘liberal’ 
regime, the rupee did not show any evidence 
of depreciation in real terms. II at all there 
was a trend that was one of real apprecia¬ 
tion Thi.s is a clear departure from the 
experience of the 1980s when the nominal 
and real elleciive exchange rates of the 
rupee showed a tendency to depreciate (RBI 
Bulletin. July 1993, p 968). 

Relationsiiip BtrrwRriN Exc iianch Ratrs 
AND TraDH 

Now come to the question whether the 
exchange rale behaviour can influence the 
values of exports and imports. One due to 
the answer is the fact that the values of 
exports and imports exhibited a trend- 
growth without any sign of acceleration or 
deceleration alter the devaluation of July 
1991, as noicd m Equations (7) and (8). 
This can be confirmed again by analysing 
the impact of March 1993 devaluation 
through the dummy variable analysis over 
the period June 1991-August 1994: 

log Xdl, = 7.21 -r ().0()82 i + 0.07 D, -r 
(128.05) (1.89) (0.39) 

0.(X)02 .1 + u, (20) 

(0.03) 

where u^ = 0.47 u, ^ 

(3.28)' 

'R2 = 0.75, DW=1.77 and F(4,34)= 28.83 

log Mdl, = 7.36 + 0.0083 t - 0.14 D, + 
(212.17) (3,02) (-1.27) 
0.0036 D, .1 + u, (21) 

(0.81) 

where 

R^ = 0.54, DW=2.06 and F(3,35)= 15.98 

For the .sake of more rigorous analysis, 
a multiple regrc.ssion equation is fitted: 

log Y, = a + b.l + e.log r, + u, (22) 
where r is the exchange rale scries. 

The csii mates of the parameters arc given 
in Table 1. The nominal and the real 
exchange rate scries, RsSdrand ReSdr and 
the real eflcctive exchange rate series. 
REERX and REERT arc the four alternative 
explanatory variables over and above the 
time trend There was no statistically 
signilleant relationship between each of 
the four exchange rate scries and the dollar 
value of expons The same al.so holds good 


in the case of the import series in dollar 
values. 

In view of the problem of non-stationarity 
of the residuals of the equation (17) fitted 
in each case, a first difference equation has 
been chosen: 

diog Y, = b + e dlog r, + du, (23) 
where d stands for first differencing. 

The equation (23) has been fitted to the 
series of exports and imports for each of 
the four exchange rate senes. Results are 
reported in Tabic 2. These show again that 
the real exchange rate movements do not 
influence the dollar values of exports and 
imports. 

Ill 

During the current regime of increasing 
liberalisation and free trade, the rupee was 
devalued a number of limes. Day-to-day 
exchange rate ol the rupee is now market- 
determined (although the RBI reserves the 
right to operate in the market). In this 
scenario, the real exchange rate of the rupee 
in terms of SDR appreciated with occasional 
real devaluation. However, both the export- 
weighted and trade-weighted real effective 
exchange rate senes exhibited stochastic 
behaviour perhaps with a drift towards 
‘real’ appreciation. India’s con.sumer price 
index scries also exhibited stochastic trend 
growth. 

It IS not clear how much importance 
should be attached to this finding of 
stochastic behaviour. In fact, the early 
enthusiasm of finding stochastic time trend 
in almost every macroeconomic time series 
has subsided. Most of the .senes found to 
exhibit stochastic trends by Nelson and 
Plosscr (1982) are now shown to be trend- 
stationary with structural shifts due to the 
impact of great depression or the world war 
11 fPerron 1989]. In our study, the possibility 
of structural shift was given due con¬ 
sideration. But the question remains in 
regards to (he power of the DF and ADF 
tests - the lower the number of observations, 
the less is the power 

Moreover, there is the Baysian criticism 
of the DF-ADF tests of stationarity - the 
tests based on the null hypothesis of non- 
stalionanty of residuals are bia.sed against 
the alternative hypothesis of .stationarity. 
A test has been devised where the null 
hypothesis is one ol stationarity of resi¬ 
duals. Conducting this type of test, the 
conclusion of stochasticity by Nelson and 
Plosser (1982) was questioned (lor 
reference see Maddala 1994|. It i.s beyond 
the scope of the present study to use this 
type of test. Hence all that we can say is 
that the effective exchange rate of the rupee 
showed no sign of real depreciation, if at 
all there was a trend, that was one of 
appreciation. 

The behaviour of consumer prices in 
India and in the industrial countries needs 
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further investigation. If it is decisively 
found that the prices exhibit stochastic 
trends, it will have serious implication for 
price theory. For our purpose, it is taken 
for granted that the period of liberalisation’ 
experienced a high rate of price inflation; 
It is much higher than the rate of inflation 
in the developed countries. 

In this scenario of price inflation and 
‘real’ appreciation of the rupee, India’s 
exports in dollar terms showed a deter¬ 
ministic course of trend growth Dollar 
values of India’s imports also showed a 
similar deterministic course of trend 
growth. But the balance of trade figures 
showed no trend towards improvemeni or 
deterioration. 

It has also been observed that the trend- 
growth in exports and imports of the 
current period of ‘libcrali.saiion’ isaclually 
a continuation of that of the earlier period. 
There was nothing in the exports and 
imports behaviour in the earlier period 
that called for a change of regime. 

Furthermore, there was no direct evi¬ 
dence that the exchange rate behaviour 
exerted any influence on the dollar 
values of exports and imports during the 
period of liberalisation' This finding 
tallies wi^h our earlier finding based on 
annual data for the period 1971-90/91 
ISarkar 1992,1994a| Thus the present 
.study questions the cflcciivcness of 
exchange rate policy as an instrument of 
trade policy 

Notes 

1 Eslimalcs of trend growth lor exports and 
imports do not differ much if monthly 
seasonal dummies arc used in the trend 
equation (1) In tact, only for exports, 
seasonal dummy for March is positive and 
significant 

2 The exchange rule scries arc on the rales 
prevailing at the end of the months In each 
case, log-likelihood ratio tests'suggest an 
AR( I) model The estimates are obtained 
by fitting the log-lmear trend equation (1). 
through the exact AR(I) Inverse 
Interpolation Method Details arc skipped. 

3 I f the starling date of our period of analysis 
is the end of July 1991 (after the two doses 
of devaluation) instead of end-June 1991. 
the basic conclusion docs not change much 
The rates of growth arc now estimated to 
be 0.66 per cent for Rs per dollar and 0.83 
per cent for Rs per SDR - lower than the 
estimates for the |)eriod starting from June 
1991 Butour observation of structural shifts 
in the intercept without any shift in the slope 
remain intact. 

4 Using 11 .seasonal dummies for the months. 
January lu November, the rate was estimated 
to be 0 76 per cent. Not all the seasonal 
dummies were found to he significant. 
Deleting the insignificant dummies, the 


regression was run again. Now some of the 
dummies were found to be insignificant. 
Again deleting the insignificant dummies 
we re-run the regres-sion. Following this 
procedure, we end up with the model without 
any seasonal dummy. 

5 LM (12) test confirms that the residuals of 
the augmented DF equation do not have any 
higher order serial correlation 

6 An AR( 1) process has been u.sed U) fit 
Equation (I) 

7 An exact AR( 1) pioce.ss was chosen to fit 
the log-linear trend equation (I). 
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DISCUSSION 


Burden of Marx and Morals 

A run K Patnaik 


ON reading ihe differences between 
Sumama Banerjcc {EPW, August 21. 1993) 
and K Balagopal (/iPW, January 7, 1995), 
1 am reminded of Antonio Gramsers 
prophetic statement that when the old order 
is being challenged but the new order cannot 
be horn, during this period ot painful 
interregnum, many morbid symptoms appear 

The difference between Banerjee and 
Balagopal on the quest ion ol struggle against 
communalism is very interesting but 
marginal, Banerjee wants people’s move¬ 
ments to demand the Indian slate to mobilise 
its coercive wings to suppress Hindu 
communalism. Balagopal wants them to 
pressure the undemocratic Indian state to 
expand its democratic space in order to 
accomplish a .seculardemocratic polity which 
in turn can cut the roots of Hindu fascism 
For both, in fact, the unit of counter-politics 
IS the reorganised stale power. Both of them 
want people’s movements to ceaselessly 
strive to strengthen the one or the other wing 
of the Slate. Thus, their differences are 
essentially those between two statist 
conceptions ol secularism. 

Unlike Banerjee, Balagopal offers however 
a theoretical basis for his statist vision ot 
counter-politics. That is the reason why he 
chooses to distance his theory of knowledge, 
his politics of democracy and secularism 
from that of Marxism. But the way he 
distances his theory has .serious problems for 
all people’s movements (inspired by Marxism 
or Ambedkarism or feminism) and it is, 
therefore, all the more necessary to scrutinise 
his theory m relation to the movements. 

Today many morbid symptoms-inclusive 
of the ones by the Swamijis and the Malhajis 
- appear at a time when all sorts ol mass 
movements with their varied causes and the 
varied methods of struggle, in their challenge 
to the old order, have burst on the Indian 
political scene. They now range from the 
agrarian moveincnis to those ol the dal its 
and the adivasts, and further to the women's 
movements. While the working classes 
occupy the rear seats only, the vanguard left 
intellectuals increasingly recreai to (he sale 
abodes of western radicalism. Till yesterday, 
it was those in the vanguard working class 
who m:;Jc good careers out ol the public- 
sector socialism, though not without serious 
difficulties. But, henceforth, it is the turn of 
the vanguard intellectuals lo make good 
careers out of Anglo-Saxon radicalism, all 
in the name of farewell to the proletariat 
which is now paying a heavy pnee for its 
compromises with the Indian .state’s 
socialism. 


The people’s movements arc nol simply 
too numerous but terribly sectarian, disunited 
and unrelated to each other An agrarian 
struggle frowns at the birth ol a dalii 
movement and treats any critique of caste 
as a divisive torce in the course ot cla.ss 
struggle A dalit movement dismisses 
feminism as an urban middle class women’s 
problem as il the latter do nol have material 
interests in women’s questions. It docs nol 
even hesitate lo show, now and then, 
obnoxious contempt for an adivasi group’s 
nationality aspirations. A women's move¬ 
ment raises the critique ol patriarchy, as li 
It does not have anything lo do with the 
struggles of the ryots and coolies. 

Class siniggles ihciusclvcs havcgi ven binh 
lo all sorts ot struggles within the domains 
of cxlra-cconomic insliiulions like casie, 
lamily and others. Yet. lho.se engaged m 
class struggles distance themselves Irom 
other forms ol struggle. Class strugglesiaise 
human conscuiusness regarding extra- 
economic coercion but do nol hesitate lo 
postpone any concrete struggle agiiinsi the 
extra-economic domains When these 
concrete anti-casic. anli-gender struggles 
nevertheless arise, they proceed on then 
own and branch olf into several streams ol 
anli-cxira-econornic struggles m isolation 
from class struggle. Consequently, all 
struggles proliferate tn ail directions leading 
to much talk at cross-purposes. Their 
intellectuals show aggression bound by the 
respective narrow-minded objectives ot each 
struggle and .some even retreat into Anglo- 
Saxon radicalism They refu.se to see the 
organic connections obtained between a dalit 
and a labourer, a dalit and an adivasi, a dalit 
and a woman, and so on. They talk ol their 
ideological divisions and heap abuses on 
each other. A .scientific scrutiny ot one’s 
own ideologies is substituted by a super¬ 
stitious commitment to it. A recognition of 
one’s own limitations which can lead to the 
appreciation of the others’ strength and 
thereby to unity is substituted by a self- 
arrogating discourse. They all draw comfort 
in criticism ot the others and religiously 
avoid a dialectical critique of them.sclvcs 
that may lead to a definite recognition of and 
relationship with the others. 

Thc.se .self-arrogating discourses have 
largely led lo their isolation from each other. 
Their isolationist policies have produced 
powciiul languages of polemics, assertions, 
arrogance, intolerance and narrow mentalities 
against each other. Such intemperate 
languages arc enough to force common 
humans to run away into the fold of 


pacifi.sm and moraiism. In fact, many 
intelligent researchers are in search of the 
sources of tolerance after retreating from 
the current intemperate languages of 
reaction and liberation. It is no wonder that 
Balagopal who has been in the midst of 
this chaos over the last two decades 
responds partly like a common being 
terrorised by the .self-arrogating discourses 
of' liberation and seeks solace m the moral 
domain ot love, compassion and tolerance 
for each other. 

When one begins to feel that there is at 
last a cn tiquc of the .scl f. not si mply a criticism 
ol the others, one realises that Balagopal 
offers only a moral retreat to the moral .self 
and abdicates its political critique In fact, 
any possible recognition of the possible 
relationships among the various people’s 
movements is snapped oil by a moral 
assessment ol their p.sychic process which 
is seen devoid ol any as.sociation with the 
mateiial fclalions That the prfibtcm created 
by Balagopal’s nioiahsm is a serious one can 
be seen ihrough a simple illusiialion When 
the dalit movements and agrarian movements 
arc at loggerheads, what one notices in iheir 
psychic processes is adeep sen.seol division, 
nol unity, in the ideological sphere, they not 
merely quarrel buieicaicorganiscddisuniiy 
Their intellectuals may meet in the seminar 
halls only to settle .scores with each othci 
Can one however deny thai a dalit may be 
a poor peasant and an agricultural labourer 
a dalif^ Despite Ihcir psychic processes ot 
disunity, there exists deep material con¬ 
nections between a dalit and a labourer, and 
so on There is thus a deep gull between a 
psychic process and a material relation This 
calls lor an assessment ol a psychic process 
beyond itself and m relation to the material 
connections. 

This calls lot a re-eonncction ot the 
psychic process with the material process, 
not its disconnection as proposed by 
Balagopal. This calls for looking beyond 
(the organised) psychic processes of divi¬ 
sion persisting among the people’s move¬ 
ments into the material realities of their 
unity in diversity. This also calls for 
transforming the moral self into the political 
self and the moral questions into political 
ones. This certainly docs not call for super¬ 
imposing an arrogant moral discourse on 
the politically disunited people’s move¬ 
ments as Balagopal seems to be asserting 
For elaboration, let us now examine his 
formulations one by one. 

There are basically three arguments (hat 
Balagopal .seems to be proposing as a ’re¬ 
thinking’ isic) of Marx’s method. 

AroumI'Nt I: Against Materialism 

Balagopal a.s.scns that Marxism under¬ 
estimates the character of the psychic pro- 
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cess because it treats consciousness as a 
derivative of material process. Bur, in 
actuality, psychological attributes like hatred, 
selfishness, violence on the one hand and 
loving, caring, lellow-feeling on the other 
constitute the moral (psychic) sphere which 
IS autonomous of the material (physical) 
process. Balagopal docs not deny that the 
material physical sphere also constitutes the 
human existence. But he denies that it has 
any causal connection with the spiritual 
reality. Yet, he argues, they arc two parts 
of a single process which he does not bothei 
to define or elaborate vis-a-vis Marx. Thus, 
he argues, “Marx certainly did not ignore 
the moral history of humankind, but for him 
this moral history has no parameters of its 
own but IS a derivative of (he material history. 
Thi.s IS evidently not true. The human .species 
possesses moral as well a.s physical 
possibilities ha.scd on psychic and physical 
structure.^ - both ol which it has elaborated 
conjointly in the course of its struggle to 
.satisfy us (constantly elaborated) needs. The 
one IS not a derivative ol the other .. The 
physical siruciure is ihc stalling poini lor 
Its lechmilogical evolution, and the psychic 
structure the starting point ol Us moral 
evolution, both of which are purl of a single 
process.” 

The afiovc formulation begs a senes ol 
questions as lollows. 11 they arc autonomous 
«)l each other, how arc they umted 
(connected), why so and by which single 
proLCss ' II they arc independent ol any 
causal connection that Marx proposes, what 
IS the nature of their unityBalagopal docs 
not seem to be disturbed by these questions 
The unity between physical and psychic 
processes, being devoid ol any cau.sal 
conncclion, becomes purely u coincidental 
association Only coincidental factors lorge 
their unity. So their unity takes place by 
accidents rather than by necessities. In other 
words, Balagopal piesents a dichotomous 
view of matter and consciousness. Ho docs 
not deny their existence but denies their 
causal connections. 

He accepts a la Marx that social being 
determines social consciousness but doubts 
whcihei being determines consciousness. 
He admits that the ideas about equality arc 
produced by the struggles against unequal 
social institutions. But he denies that the 
moral ideas like love and hatred, meanness 
and tellow-being, violence and non-violence 
have something to do with the material 
contexts. Note when he concedes to Marx’s 
formulations, he first misconstrues the latter. 
His assertion that the ideas of equality arc 
born out of the struggles against inequalities 
IS a purely voluntaristic as.sertion that 
suppresses how and why struggles 
themselves are produced by the socio- 
historical contexts. His idea of struggle 
disconnects it from its roots in the material 
world and is thus an idealist notion. It is well 
known how political voluntarism, howeve? 


revolutionary it may be, goes hand-in-glovc 
with philosophical idealism. In other words, 
Balagopal does not recognise any causal 
connection between social being and social 
consciousness, even when he apparently 
accepts Marx. This dc-recognition is rather 
consi.sicnt with his con.scious denial of a 
general materialist argument that being 
determines consciousness. 

Balagopal*s formulation is against 
maienahsm - Marxism or no Marxism - 
which argues that all ideas arc constituted 
with reference to their material embodiments, 
not without them Marxism, loo, has 
problems with materialism on this count for 
its neglect of the role of labour in mediating 
between consciousness and matter. But 
Marxism docs not deny the above materialist 
premise w'lih which Balagopal has problems, 

AkOLMlNI II Ac.AlN.S7 DlALlCTICS 

ParadoxiCiiMy. Balagopal argues an 
opposite view loo that Maixism over¬ 
estimates the charactci ol p.sychic proces.s/ 
human aciion which is over-privileged 
against nature According to him, ecologists 
rightly aiguc that there are natural limits to 
the human praxis, a violation of which brings 
disasters for the human beings Human 
potential is belter realised and expanded by 
recognising the naniie’s limits to human 
capacity Marx's t oncern with the growth 
ol productive forces, i c, the growing 
iranslormation of nature and human poieniial. 
assumes (sometimes) that human praxis is 
unbounded and has limitless possibilities 
Ecologists have disproved such an 
assumption To quote him, “'fhal the potential 
ot human material development is nol 
unlimited and unbounded as is sometimes 
implied by Marx has been well brought by 
the ecology movement. Human potential is 
also not an unlimited and unbounded one. 
as imagined in the wilder ol Marx's ideas 
about communism" 

This second argument is against all 
dialectical reasoning - Marxism or no 
Marxism - concerning the relationship 


between nature and nature. For Marx, their 
relationship is a many-sided one with that 
of unity and struggle, autonomy and 
dependence, freedom and servility. All anti- 
dialcciical ecologists recognise only one 
side of this relationship - the story of unity, 
dependence and servility of humans in 
relation to nature They thereby fail to grasp 
Marx’s many-sided analysis of the nature- 
nurture relationship Marxism argues that 
human beings cannot be seen as a mere 
extension oflhe natural species because they 
are endowed with labour -- a material capacity 
for conscious purposeful activity - which 
enables humans to assert their aiUunomy 
vis-a-vis nature while, at the same time, 
being dependent on nature’.s resources to 
fulfil their needs 

Since Balagopal docs not recognise Marx’s 
dialectical reasoning, he neglects one side 
ot Marx’s analysis which cmphasi.scs how 
human labour to be creative is dependent on 
nature and is in fact in unity with it. He also 
dislon.s the other side of Marxian analysis 
which argues that despite human dependency 
on nature, labour plays a crucial role in 
socialising nature and creating social 
institutions which arc not to be equated with 
thebirds’ nests or the busy bees’ honeycombs. 
As a result, Balagopal’s criticism of Marx’s 
method heie swings towards traditional 
matenalksm which neglects 1 he I ole of labour 
m transforming nature. Halagopal’s reaction 
to Marx is greatly paradoxical His first 
argument denies the causal primacy ol the 
matenal (physical) process over the spiritual 
(psychic) proi css and claims that both the 
processes arc independent His second 
argument accepts the primacy of nature 
(matter) over human praxis (consciou,sncss) 
but denies Marx’s claim for the autonomy 
ol human beings in transforming nature. The 
former formulation is against materialism. 
The latter iormulation is maicnali.stic and 
anti-dialectical. Balagopal’s reading of Marx, 
thus, reveals the dichotomous visions of an 
idealist reaction Both his formulations 
sharply depart from Marx's method rather 
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than offer any re-thinking of Marx as being 
apologetically claimed by the author. 

Awhimen*! Ill: Ranix)misat!on or History 

Balagopal iisserts that history offers infinite 
goals and unlimited, unbounded possibilities 
with no final victor or final vanquished 
There are only struggles which ceaselessly 
carry forward the infinite possibilities in 
hi.siory. Any hope to realise specific goals 
with a definite course of action, us Marx 
proposes as a lesson from history, is nothing 
but un utopia lo end one nightmare only to 
begin another. Balagopal thus says, ‘Struggle 
against oppre.ssive social structures, and the 
reconstruction of society on the basis ol co¬ 
operative and egalitarian relations, are 
evidently linked not through the dictatorship 
of the last victors bur through the cultural 
possibilities opened up by the successive 
struggles, and there is no last struggle nor 
a millennial victory' In other words, simply 
.said, Balagopal implies that there arc 
struggles without definite goals and there 
arc only successive struggles against mult I pie 
structures ol domination Here, he otiers a 
normative hypothesis without any empineal 
prool 

In Balagopal’s hi.story, snuggles exist 
without determinate goals; goals exist 
without ultimate aims: aims cxisi without 
any dream lor achievement There arc 
however succe.ssive struggles with cultural 
possibilities. If there are only struggles waged 
in succession, it obviously implies that there 
are also structures ot domination and 
exploitation existing in succession No 
struggle can liius put an end to dominuiion/ 
exploitation. There arc only successive dal it 
movements, successive women’s move¬ 
ments, successive peasant movements and 
so on. This implies that none ot them do (and 
can) put an crul to successive caste 
domination, male domination, .serfdom and 
so on Since there aie no lasi victors, there 
are also no last vanquished which in turn 
implies that there arc no possibilities tor 
ultimate liberation for a dulil, a woman, an 
adivasi and a worker. No dulii can cease to 
be a dalil. No brahmin can cease lo be a 
brahmin. No woman can cease to be 
gendered. No worker can cease lo be a 
worker. No adi va.si can cca.se to be an adi vasi. 
They carry out successive struggles with 
immense possibilities of discovering that 
they remain in their respective positions at 
(he fall of dusk everyday So Balagopal’s 
history of successive struggles wilh cultural 
possibilities finally creates impossibilities 
for liberalion(s) Thus his tha^ry ot struggle 
has no conjoint theory of liberation Any 
notion of liberation associated with struggles 
IS condemned as a millennial dream usually 
entertained by the peasants and Marxi.sts 
with whom the working class fortunately 
did hot associate as expected! His notion 
of history full of successive struggles bui 
bereft ol definite dreams is an indeter¬ 


minate history. It is a history without any 
specified dcstination(s). His theory of 
history thus results in randomisation of 
history, its processes, its struggles and its 
dcstination($). 

Balagopal’s .struggle, premised on his 
.separation of psychic process from material 
process (see Argument I), aims lo transform 
moial consciousne.ss in separation from (if 
not, in rejection of) material procc.ss. His 
idea ot moral domain recognises the tension 
between vices and virtues, super Ego and 
Id and aims to suppress vices by virtues. 
Hatred, violence, meanness and fal.sehotxJ 
are human vices in perpetual contlici wilh 
virtues like love, kindne.ss. sacrifice and 
truth. The simgglc in moral domain aims to 
suppress the toriner hy the latter. Since Ihe 
moral domain does not have materia) 
embodiments, if Balagopal’s logic is carried 
lo Us extreme, one can pcriiaps inlcr that he 
imagines to carry out moral struggles 
successfully without struggles in material 
spheres. What is then ihc necessity tor 
translormalion of ‘material process'^ 
Balagopal docs not query thi.s because he 
has removed any criteria relevant lo justily 
the neccs.siiy of material iran.sformalion. 

'Hie moral domain and the moral struggles, 
autonomous as they are fiom iiuiicrial 
insliiulions. should he in a position to create 
moral structures to subjugate human 
scllishness on Ihcii own. In other words. 
Balagopal’s notion ol struggle is purely 
politico-moral and it has nothing to do with 
material struggles at all. 

It may bv interesting to note that the critique 
ol the moral domain, moral struggles and 
moral ism is common between Marxism and 
Feminism. Their struggles, separately 
though, aim to transform all moral quesiions 
into political ones through systematic 
critiques of capital, state and patriarchy 
Marxists cannot but agree with the most 
elegant feminist slogan: the (icrson is the 
political’. With Ralagopal’s moraiism, the 
(>ersoii now resurlaccs as moral being with 
virtues or vices which arc formed indcpcndenl 
ofsoeio-hisioncal processes like caste, class, 
slate and patriarchy The person carries 
virtues subjugated by vices which m turn 
are unconnected with the matcnul insti¬ 
tutions. And Ihe [person’s translormalion, 
unlike the preachings from the salvation 
’a.shrams’ in Pondicherry or elsewhere, does 
not require mural preachings but struggles 
through persuasion, education and creation 
of social siruciurcs in order to finally 
subjugate vices with virtues. 

Balagopal’s moral retreat cannot be 
brushed aside as another traditional reaction 
lo people’s movements nor can it be justified 
simply because of his personal association 
wilh the people’s organisation. It will be 
much less u.scful to view his reaction as a 
mere personal predilection which is not to 
the liking of many fellow travellers. 
Balagopal’s moral retreat is essentially a 


political retreat - a retreat from the 
intemperate languages of liberation practised 
by all people’s movements. It is to be seen 
as a retreat from their respective divisive 
tendencies, from their respective self- 
arrogating discourses and from their 
respective super-egos. It is a retreat from the 
orthodox communist-style self-criticism 
which is nothing but a criticism of the seifs 
failure to criticise the other or else a seJf- 
criticism done at an irrelevant time. This 
orthodoxy is now widely practised by the 
dal it movements and eco-feminist move¬ 
ments which also exhibit terrible intolerance 
towards even a small-time critical 
sympathiser in a seminar hail. One must see 
through Balagopal’s retreat such critical 
political issues inhibiting all people’s 
movements - their failure to liberate 
themselves from many oppressive practices 
and Ihcir failure to be dialectically self- 
critical so that they recognise and relate to 
each other in a conjoint programme of 
liberation. It is certainly nine for such an 
introspection, not lor a retreat from it 
In this introspection, there is no room lor 
any nostalgia for the classics of hi.storical 
materialism. There is also iu» room lor the 
unfair practice ol reading the communisi 
movcmeni back into the classical formula¬ 
tions, lor (here is no one-to-one relationship 
between any theory and any practice While 
Ihe scale of classical Marxism must be 
expanded lo incorporate the new materialist 
psychology ol genetic consciousness and 
hedonism on the one hand and the new 
materialist anthropology ol individual, 
gender, race, dal it and ecology on the other, 
It cannot be denied that the classical insights, 
especially of Engels, into some ol lhc.se 
questions have been largely lost sight ot by 
the idealistic excursions ol the Bolshevik 
and the western Marxisms. Such practical 
excursions cannot he wholly contused with 
the revolutionary rnaicrialism.cven though, 
as Perry Anderson argues, the value of the 
tormcr in wiping out the ve.stigcsof feudalism 
in the vast backyards of the liberal western 
bourgeoisie cannot be wholly denied. To 
this extent, the communist project has certain 
positive contributions. In this anli-teudal 
project, the European bourgeoisie have not 
shown any interest anywhere in the third 
world notwithstanding the ca.se of South 
Korean exceplionisin. So the burden of the 
anti-feudal project falls on Karl Marx but 
not on Marx alone insofar as the third world 
societies are concerned. It calls lor rather a 
certain broadmindedness on the part ol the 
Marxists here to recognise the strength and 
autonomy of their progressive companions 
in the daiit movement, women’s movement 
and adi vast struggles and also a reciprocal 
response on the part ol others. But (heir unity 
and autonomy in ihe current sectarian 
struggles can never be accomplished on a 
philosophical plane of idealism and 
voluntarism as envisaged by Balagopal. 
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OPTION 


Returns will be 
cumulated and distributed 
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F EATURES 

♦ Seven year closed end plan with two options. ♦ Repurchase facility after one year at NAV 
based price. ♦ Scope for capital appreciation. ♦ Face value : Rs. 10/- per unit, sold at par. 
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returns. There can be no assurance that the Fund's objectives will be achieved. Please read the offer document before investing. 
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A Premier 
Financial Institution 
in the 

Developing World 

Industrial Development Bank of India, set up in 1964, is a- 
key player in India’s Industrial transformation. Through its 
innovative policies and operations and nation-wide 
presence and coverage of assistance, IDBI has brought 
about directional changes in the flow of Industhal credit, 
helped capital formation and contributed to India’s 
Industrial development through support to new 
entrepreneurs, new technologies and ventures. Its new 
thrust on competitiveness, total quality management and 
customised finance will help the Indian industry turn a new 
leaf. As a forward-looking DFI, IDBI is equipped to face the 
emerging challenges. 


A PROFILE 

CAPITAL AND ASSETS (As at end-Sept. 1994) 

Rs. Crore 

Paid-up Capital 

753 

Reserves and Reserve Funds 

2601 

Total Assets 

36548 

Profit during 1994-95 (Six Months) 

398 


(After providing for tax) 



Industrial Development Bank'of India 

Developing India Through Industrial Finance 

IDBI Tower, Cuffe Parade, Bombay-400 005, India 
Phone: 2189111 Telex: 0118-2193, 0118-4812 
Fax: 2180411, 2188137 Cable: INDBANKIND 
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Saving the Creditor 

The Strategy for dealing with the international debt crisis lacing the 
developing countries, worked out and inipletncnled under the aegis of the 
IMF and the World Bank, is deeply Hawed for several reasons. It has 
served the creditor nations and Iheir commercial banks very well, but has 
[ailed Co free the debtor nations from the predicament in which they arc 
trapped. If alleviation of the debt crisis is indeed the objective, then the 
present strategy needs to be fundamentally reviewed 1241 

Folyphonous Voices 

liuliari writers in English should not be seen in a privileged relationship 
with writers in the regional languages, nor is the rclation.ship one of 
competition. There is space and validity for both kinds of experience. 1250 

Economic Reform and Industry 

In assessing the impact of economic reform on the industrial sector, it is 
particularly relevant to focus on three aspects: (a) the policies afleeting the 
structure of the manufacturing sectoi, (b) the policy on privatisation, 
and (c) the policy with respect to foreign investments IVI-38 


US Decline 

'The iyS(K wiinc.s.sctl a major 
jcsmieiiiiing ol the US economy, 
rc.sLillmg not only Irom the decline 
ol US hegemony inlernalioniilly and 
the increased penetration ol cxiernal 
ecoiiomie loiecs in the US economy, 
but al.so, and cnlieally. from the 
policy changes brought about by the 
Republican adnunisiiaiums of 
Reagan and Bush. 1216 

Wrong Signals 

State eleelricily boards set diflerciU 
sectoral elccuicity tariffs, hut the 
seeioraf vanaiions do not .serve the 
purpose ol providing the right 
.signals to fcllcct the .scarcity 
ol clcclricity and promote 
elecli icily conseivalion M-55 

De-Giohalised Science 

('oniiary to popular peiceptions. 
lechnology and scientific research have 
become less ‘global’, if that lemi is 
u%ed lo include the tieh aiul poor 
people within nations and tlie rich and 
poor countries internationally. The 
unequal control over knowledge has 
been con.sohdaied by the rich and thi.s 
ha.s fie.sult(xi i?i social and psvetiological 
damage to the poor. 1229 

Congrc4S.s Split 

With the Congress split, the 
opptmuniiies I .ir |H>luical mobitisaium 
to lurlhcr ihe interests ol the large 
majority t)t the people have increa.scd. 
The challenge before the icfi and 
centriKt purtics is lo make tfi j mo.st 
of these possibilities wiitiom 
allowing ihemseives to be h»cuiji!cd 
by tiic Kao C4iugrcsN ui go son on J 
because id the danger of the BJF 
lishuig in tniubicd waters. 1221 


Unaccountable 

The consiiliilional posiiion of the 
Compirollcr and Audiioi (icncral is 
becoming a sinecure Um i cured 
government sceielaiies vMih poliircal 
inlluencc, with disaslrous ei)nsL\|Ucnces 
for the financial accountability ol the 
central ;ind state governments. 1222 

Unwanted Reservation? 

Is there a case for continuing the jiolicy 
of le.servalion of particular product lines 
evclusivclv for small-.seale iinilsV An 
examinaiitm of the evidence. M-51 

Untouched Terrain 

Despite the euphoria about the 
growth ol the capital market in icceni 
years, there is need Un linaijcial 
iiint;vaiions m terms ol new 
insiruMicnls to proniole the equity 
ciiii in and mobilise funds ijom ruial 
.'.iiiJ semi-ruial area'- which have- 
been barely louchcd st» la» M-63 

Excise Reform 

'fhe signals sent out bv the !U9S-% 
budget on reU»rm tu‘ union excise 
duties are far from reassurmg 1255 

To the Defence 

In no other couniry <lor*s ihe hour- 
geoisiv! act so >wiff|\ and dot isivelv 
when It percv-ivcs riscll 
lo be ihrc.uciicd as m Pranee I he 
recent presidentui) ejection 
piovidetl lurthci prc'of »dThis. 1225 

Unconvincing 

Dunng his Apnl visit lo the t IS, Anatoly 
('‘hubais. the Russhin deputy prime 
minister, sought lo present a rosy picture 
i»f the Russian cciMUMiiv. hut his American 
’ ludieiiiLes wcie nor quite convinced. 1226 





LETTERS TO EDITOR 


Stalls Qnoist NGOs 

ANIL Bhatt in bis article (April 22» 1995) 
rightly points, out that among other things 
that voluntary organisations (VOs) have to 
do in order to improve governance is to 
reduce their dependence on foreign funds 
and involve themselves in political activity. 
This is very true as the role of VOs is to act 
as agents of change which cannot leave 
them apolitical. 

There arc several reasons for VOs 
remaining apolitical. Firstly, the Foreign 
Contributions and Regulation Act specifies 
that the VOs should not in anyway be 
connected with any political activity. 
Secondly, foreign funding agencies do not 
want to fund activities which would bring 
about genuine social transformation through 
political initiative, and instead insist on the 
welfarist approach. Thirdly, accepting 
foreign funds makes VOs susceptible to 
various charges of being an agent of 
imperialist designs. Fourthly, foreign 
funding has made life easy for the VOs who 
are now ready to be co-opted into govern¬ 
ment structure. In fact the VOs came into 
existence in the 1960s to oppose the 
oppressive development by the state. The 
VOs have lost their critical insights and 
have become agencies of implementation. 
This power to critique stems from political 
freedom. The VOs have to realise that 
their role is that of a critic and therefore 
political activity of any sort which could 
achieve what they aim for should not be 
shunned. 

Some years ago in this very journal Bharat 
Jhunjhunwala had proposed that NGOs 
should form a front to fight elections. He 
was sure that NGOs would get one-third of 
the seats since people were looking for men 
with integrity and principle. Though this 
sort of action, 1 thought, was unrealistic 
some years ago, it seems likely today given 
the cut on election expenditures by Seshan 
and the arrival of the age of coalitions. But 
is it possible for NGOs to pose a common 
front, as Jhunjhunwala suggests? Bhatt 
rightly states that proliferation of NGOs has 
led to competition, conflicts, rivalries and 
factionalism. This leaves them as un¬ 
organised as those they try to organise. The 
NGOs have develops a self-glorifying, 
self-righteous and self-seeking attitude 
which hardly forebodes their coming 
together. 

Lastly, Bhatt also stresses that the VOs 
should put their houses in order and gather 
moral courage to weed out the charlatans 
among them. However, it can be seen that 


even VOs with credentials often behave 
like bureaucrats or private business houses. 
For instance, there is wide disparity in the 
pay structure of VOs and this they justify by 
making comparisons with similar positions 
outside the voluntary sector. The VOs try to 
get the most by giving the least. 

' Ernesto Noronha 

Bombay 

Soninar on Mandan- 
Leninism 

AN international seminar on 'Marxism, 
Leninism, Mao Thought and the World 
Revolutionary Struggles* was held in 
Hyderabad from March 9 to 12. Though the 
seminar had participants from all parts of 
the world, it was largely ignored both by the 
press and the intellectuals in India. 

What was unique about the seminar was 
that all the speakers were activists of 
Marxist-Leninist parties. It is probably for 
the first time in India that such a large 
number of Marxist-Leninist activists could 
meet at one place and exchange views about 
the revolutionary situation in their respective 
countries. 

The speakers at the seminar were Ludo 
Martens and Nadine Rosa-Rosso from the 
Parti, du Travail of Belgium, Stefan Engel 
from the Marxist Leninist Party, Deutsche, 
Neena Andreeva from the All-Union 
Bolshevik Party of the erstwhile Soviet 
Union, Roger Kalala from the Union De la 
Mouvance Progressiste (Zaire), Carlos 


Echague from the Faitido Communit 
Revolutionario De la Argentina, Nazn 
Hassan from the Bangladesher Samyabs 
Dal (ML), Badruddin Umar froitu4 
Democratic Revolutionary Allian 
(Bangladesh) and a speaker from t 
Marxist-Leninist Party of Nepal. 

The speakers fri)m India whose pap< 
were presented, were from the CPI(M 
Peoples War, K Ramachandran, Alo 
Mukherjee, Kurshid Anwar, Madhu a 
Anand, all from the CPI(ML) Janashaii 
Gautam Ghosh from the Sangrami Shran 
Manch and Vaskar Nandi from the PC 
CPI(ML). The delegates from the CPI(M 
Peoples War S Appa Rao, M Balakrish 
and P Sudhakar Reddy are uiuk^ 
prisoners in the Hyderabad a 
Secunderabad jails. They were not allo\M 
to participate in the seminar and sent th 
paper through their representatives. 

The topics covered in the seminar rang 
from ideological issues facing t 
revolutionary struggle, the struggle agaii 
revisionism, Marxism-Leninism in Afr 
to the special features of the Indi 
revolution. 

TheCPI(ML) Janashakti which organis 
and hosted the .seminar, plans to publish I 
papers presented in a book. Perse 
requiring further information about t 
seminar and the papers can write to S Kin 
Vimochana, Plot No 99, Lalita Nag 
Hyderabad 500 044. 
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Subscription Rates 
Inland 

(including Nepal and Bhutan) 

(m rupees) 



Six months 

One year 

Two years 

Three years 

Institutions 

- 

600 

1125 

1650 

Individuals 

Concearional Rates 

250 

475 

875 

1275 

Teachers/Researchers 

- 

325 

- 

900 

Students 

- 

225 

- 

- 

Concessional rales are available only in India. To avail of concessional rates, ceittflcate from 

relevant institution is essential. 





Remittance by money otder/bank drafr/poslal order requested. Please add Rs 14 to outsuilion 

cheques towards bank collection chaiges. 





Foreign 



(6i(/SD 


AirMaO 

_SuiftceMatt__ 


iDstiuitioas 

hkUvMiuls 

Institutions 

Individuals 

Pakiittii. Baagiadesh ft Sri Ludn 
USA. Cwada. UK. Europe. 

80 

50 

65 

30 

Japan, New Zealand, 





AustmliaR Russia 

150 

100 

90 

65 

All other commies 

100 

70 

70 

50 

All reiiiiitmces to Bcenomic ami Pt 

iHllcalWaskly 
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vlonetary Policy Muddle 

1 then the economic lefonns were launched, it was 
^repeatedly emphasised that the centre-piece of the 
rategy to improve the macro-management of die economy 
as “acredible fiscal adjustment, to be followed by continued 
seal consolidation thereafter”. Towards that end, under the 
nfuHJoy arrangements with the IMF and the World Bank's 
ructural adjustment loans, the government had committed 
•elf to reducing its gross fiscal deficit from 8.4 per cent of 
DP in 1990-91 to 6.5 per cent in 1991-92, 5 pw cent in 
>92-93,4.7 per cent in 1993-94 and then stabilise it at 3 per 
;nt in subsequent years. But now the finance minister is 
nging a very different tune. In a recent discussion in the 
ajya Sabha, Manmohan Singh cautioned MPs against too 
pid a reduction in the fiscal deficit which, he said, would 
ad to unemployment. “As a government, we have to have 
balance and have deliberately adopted a gradualist strategy”, 
: told parliament. This is making a virtue of necessity, or 
.ther of helplessness. The finance minister has tried to 
mtrol the fiscal deficit and failed miserably and is now 
ivering up the failure with talk of a ‘gradualist strategy’. 
What needs to be highlighted is the heavy price the country 
id the people have had to pay for this fiscal misadventure, 
ince no serious efforts were made to curtail non- 
ivelopmental expenditure, the brunt of the government’s 
t^pt to reduce the fiscal deficit had to be borne by 
reductive expenditure. The government simultaneously 
Yccted sharp reductions in indirect and direct taxes, accepting 
eep revenue losses in the process. In the circumstances, 
om the very outset the targets of reduction of the fiscal 
sficit were out of the government’s reach. In 1993-94 when 
le gross fiscal deficit was to have been 4.7 per cent of GDP, 
turned out to be 7.7 per cent. 

According to the inedium-term adjustment programme 
greed to with the IMF and the World Bank, the fiscal deficit 
lould have been cut to 3.5 per cent of GDP in 1995-96, but 
I fact it is unlikely to be less than 6 per cent. 

What is more, the government has been supremely 
onchalant about the consequences of its simultaneous pursuit 
f fiscal balance and tax giveaways for the well-off. Most 
nportant of these have been the massive revenue deficits, 
uiging between 3.5 and 4.2 per cent of GDP. The govem- 
lent’s revenue deficits have been the single most important 
Ktor responsible for the large dissaving of the public sector 
|k 1 for depressing the overall rate of saving in the economy, 
^as large tesources have been surrendered to the rich as 
BTt of the ideological pursuit of retrenchment of tl^e public 
xtor and enlargement of the space open to the private sector, 
lere has been little concern for ensuring that whatever 


resources remained are in fact channelled into saving and 
capital formation. 

The government has been more intent on playing to the 
galleiy, as exemplified by the highly-publicised ‘agreement’ 
with the Reserve Bank of India to phase out the government’s 
access to ad hoc treasury bills over a period of three years 
from 1994-95 to 1996-97. The government would thus cease 
to have direct recourse to the RBI for financing its deficit and 
would meet its requirements entirely through borrowing 
from the market. The net of issue ad hoc treasury tulls was to 
be no more than Rs 6,000 crore in 1994-95, with the further 
provision that if the outstanding level exceeded Rs 9,000 
crore for more than 10 consecutive working days at any time 
during the year the RBI was to bring it down below the 
specified ceiling by auctioning treasury bills or by selling 
fresh dated securities in the market. With the objective of 
eliminating the system of ad hoc treasury bills by 1997-98, 
the agreement with the RBI had {Hovided that “similar 
ceilings for the net issue of treasury bills will be stipulated for 
1995-96 and 1996-97”. While the budget for 1995-96 has 
placed the budget deficit at Rs 5,000 crore, the revised ceiling 
on ad hoc treasury bills outstanding at any point of time 
during the year has not been indicated. It has not taken long 
for the reason for this omission to become evident. 

By early April the government’s recourse to ad hoc treasury 
bills had already touched Rs 9,000 crore and perhaps even 
gone beyond that level and this situation continued in the 
second week of the month. How the technical requirement of 
observing the limit of Rs 9,000 crore (which should in fact 
have been lowered this year) has been satisfied is not known, 
but that the government is in a tight spot is becoming evident 
from the trends in its recourse to the RBI. Net RBI credit to 
the government shot up by Rs 9,217 crore in the week ended 
April 7 and rose further to Rs 10,323 crore by April 14, 
Rs 11.750 crore by April 21 and Rs 12,022 crore by May 5. 
This order of net IWI credit to the central government in the 
initial weeks of a new fiscal year is uniMecedented. That the 
bulk of net RBI credit to the government so far this year has 
been on account of ad hop treasury bills is evident from the 
fact that till May S the devol vemenf on the RBI had been only 
Rs 41 crore. SGL transactions do not show any purchase of 
government securities by the RBI at pre-announced prices; 
under the RBI’s open market operations securities worth 
Rs SS8 crore had bwn sold towards the end of April. 

The government and the RBI have been forced to adopt 
certain unfortunate measures to bail out the government’s 
finances while keeping up the appearance of adhering to the 
ceiling on recourse to ad hoc treasury bills. The RBI offered 
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an cxccpUomiHy high coupon rale of 14 per 
cent on xtatc government securities which 
utiructcd subMiriptiims of as much as 
Rs 3,017 crore against the notified amount 
of Rs l.5(X) crore. The entire subscription 
amount has been retained. On the other 
hand, out ol a total amount of Rs 1,750 crore 
collected hy the central government from 
auction of 91 -day treasury bills, only Rs 103 
crore came from competitive bidders and iiv 
much as Rs 1,342 crore was collected f rom 
non-competilive bidders, mostly stale 
governments, and Rs 305 devolved on the 
RBI. The result of the government taking 
recourse to auction of msirumenis at market' 
related rates ol interest has been to push up 
yield rales mi government securities and 
treasurv hi IK ni levels which have no 
justification. Apan from the 14 per ccnl 
which the Slate governinenis have hccri 
forced lo pay, ihc yield talcs (»n gtivcrnmcni 
of India scciintics m recent uucimns have 
been 13 25 per cent on the five-year 
scctinlies offered m tonvcrsion of 364-day 
treasury hills jand even ihcn only about 22 
per cent ol the ouisianding bilfs of Rs 7,603 
crore were convened), n.75 pet cent on 
lO-ycar govcrnmcni sKx'k 200^' winch also 
did not man.ige io latse the lull anunini of 
ks I ,(KKI(. roie .ind 1 3 K() pci cent on seven- 
year govcriunenl stock 2(M)2 which got only 
Rs 604.50 crore againsi the nolifietl .uinuint 
ol Rs L5(K) cfore, with the RBI luiving to 
subscribe to the balance ol Rs M05 50 crore 
Clearly, ihc government's fiscal and 
monetary policies are ncaniig the end ol 
their tether. The loriunotis circumstance ol 
high liquidily in 1003-04 and 1004-05 
brought aboui hy huge portfolio lapil.il 
inflows frtnn abioad had helped the 
government to cover up ihe failure of Ms 
policies temporarily, but now the insuf¬ 
ficiency of domestic saving, which has been 
a major consiraint on domesne mvesimeni 
and growih, has come lo the lore once 
again. The unprecedented levels to which 
interest rates on govcrninoni borrowing Ilivc 
been pushed up will further aggMvale the 
government’s internal debt problem Ihe 
attempt to augment licimdity hy allowing 
corporate btKiics to place ihcir (»I)R pi < ilccJs 
with local banks, apan from loming up 
againsi a senes ol opeiaiional hurdles, is 
patently ilKadviscd because nuliicctiv the 
government would be usmg foreign capiial 
inflows to finance Ms fevcinie tic!sen 
Instead ol guiding the inarkci a^icpt 
realistic rates ol mtea'M on ddicicni 4isscis 
based on liquidii) and risk the KBI lias 
encouraged usunous ivVivtcncie*' :n the 
market and has Lhosen to jMsstvi i; m cpi 
Ihe struenue ol iniciesi laics sp.iwnco i n 
these leiulencics It re Heels po(nl\ on the 
RBI’s managcineni ol inonclary pohey .'hat 
yield rates on commercial pajvi and those 
on sovereign debt should rule at ttic s.ime 
levels or dial yield laics on sovcieign debt 
shiHiid be just a percentage point oi two 
below' thettinimcrcial banks* prime lending 
rales. The liquidity crunch uigeiher witli 
exaggerated fmanciiil market e\pociai»ons 


has already begun to constrain Investment 
and output. The notion of interest rates as 
equilibrating forces in the funds market, 
which has been adopted mechanically and 
without any regard for larger social con¬ 
siderations, is today starving the pnxiuclivc 
.sectors oi rc.sources and hurting the growth 
of the economy. 

The government and the monetary 
authorilies must realise dial a measure ol 
credit rationing is essential and also 
dioroughly unexceptionable d the genuine 
credit needs of the govcrnmcni and the 
private sector have to be met al reasonable 
interest costs Once ihis is accepted, the 
auctioning ol government securities must 
be dispensed with and replaced hy a system 
oi realistic coupon latcs I ixcd and announced 
111 advance. Second, lor meeting Ms long¬ 
term requirements the governmem must 
cease relying on shori-icrm debt inslru- 
nicnls such ns 364-day treasury bills, which 
have only served to mllatc the govcmmeni's 
ivpayincnl obligations and thus reduce the 
room lor manoeuvre for monelary policy. 
The pr.iciicc the world over is Nvr 
governments lo borrow es.senltally lor 
iniiiurilics CACcedmg 10 veais and going up 
lo ,U) yeais Mivnev maikeis in these 
condilioi’is have remained slable and then 
xipcralums sniooih Thnd. there is nothing 
wiong vvilh ad lure ireasurv bills loniinumg 
lo he a major means ol deticii financing, of 
couise wilh some icason.iblc limii on ihc 
govenimcnf's recourse lo them Isay, O.S lo 
I percent of (iI)P) Despite the k>ss of lace 
in\<»lv'ed. the hn.mce ministci will he well 
advised, iheieloie. lo sciap Ihe decision lo 
phase <Mii the gi>' ernnieiv’s lesoii to ad liue 
bills l oiiith. the RBI must lake.i liesh look 
ai Ihe list ol players m the iiionev ni.irkei 
chopping It dowii to retain onl> h,inks and 
hank-like msinutions. I'mally, ihe RBI must 
give up Mv .ivcrsion to seclor-spccilu 
relinancing aiui lediscouniing Iaeililies and 
extend lefiiMhce U'banks .igaiiisl lending lo 
the pruu'iix secloi*- which arc invariably Mic 
fjisi lo be sl.irvcd ol credil when (here is a 
liquidity crunch. The gospel ol iiiiercsl 
rales as the mechanism lor apportioning 
hinds, including lo the government lor 
tinancing developinenl ol essential soend 
and economic mlraslrucluie and U» the 
prioiii) sector^, cnnnol but have very 
liarmlul consequences, as is .iheiMJv 
becoming evidenl. 

(X)N(iRt:SS 

Reluctant Rebels 

THA'I the rump Congress letl b\ - 5 ^ 111 ’ 
.Singh and N' I) fov.in runs a \li', good 
chance t)f being a non-siaiiei w*is evident 
not only Irom the fiasco w iinessed during ns 
tnst working committee meeting m Delhi 
(which w as bin ctMled by at least three prom¬ 
inent itiundcr-mcmK'rs ol the group), but 
tilso Irom the sequence ol i venis that led lo 
Its pieinainre inilh .it Dotin s Tatkaiora sia- 
dmm on May 


U is now clear from all avaita 
indications that the Arjun Sinj^h-N DTi v 
faction harboured only the limited objcci 
of displacing Nara.simha Rao from 
Congre.sH Parly presidentship, rather tl 
the wider goal of splitting the parly on 
culled’ ideological differences on 
sanctimonious slogun.s of sccukM 
detiKKTacy and socialist ideals. .SonmGar 
was reported lo have summoned Arjun Sii 
during thcTalkutornconvcniionand advi 
him to avoid a split. But when the Sc 
Gandhi loyalist went back to the convent 
with every iiucnilon of acting accardiiij 
her wishes, he found the delegates in 
intransigent mood, 7'hcir anli-Narasir 
Rao leclings having been whipped up by 
speeches of their leaders all through 
convention, they were not willing to lis 
(o the baby-talk of the suddenly chiisiei 
Arjun Singh asking them to go back ho 
as good Congressmen, 'fhe 
literally stampeded their leaders into tak 
the decision to lorm another parly 
ihrcaiening to take over ihc conventi 
Arjun Singh, w ho had been clamouring 
democratic limclionmg within iheCongii 
had a taste ol dcmocrarv at |f»c Talkai 
stadium 

Now' (hat Ihc Singh-Tiwaii (action 
l.imled Mscif in the mess ol yet anol 
separate Congress l*ariy M is trying 
make the best of a had situation, 
laction Itself has been divided Irom 
beginning N D Tiwaii chose lo jom Sii 
pnmaiily 10 pressurise Narasimha Rat 
withdraw suppoii to Mulayam Sii 
Yadav ’s government m Ullai Pradesl 
piiielv local issue lor the Congress Pa 
But. driven hy the momentum geneiii 
by Arjun Singh's ihetorie and its apr 
l<» disgruntled C ongressmen, Tiw 
willy-nilly joined Singh's handwag 
tspelled Irom the Congress, he 
no option hui to icmain with Singh, unli 
he decides to recant and le-enlcr I 
pareni h<Kly - something which Congre 
men. such as ilic present external allii 
minister, Pranab Mukherjee. have M 
often enough in the (lasi. Among of 
impoMani memhers ol ihe gnii 
MLl oicdar is rcporlcd lo have ll 
reservations about bringing about a sf 
right from the licginning. and K K Tiw 
li.is puhlieiyanniHinced his resignation in 
the new paily’s working ctimmifi 
pniiesiing .igamst ihe manner m whicli 
pari\ IS being 1 01 mod. 

In a bid to salvage the situation i 
Singh-'liwan leadership is rewirunp 
manoeuvres which are noi likely 
much ice with either Narasimha Rainif 
opposition parlies. The new party, if 
one can describe it as a party, is dog)W 
ambivalence Its leaders arc not willing 
bringdown the Narasimha Raogovcrnntj 
w'hich should have been thcTflili 
conchision 10 their moves. They arcl 
appealing to Simla Gandhi to bring 4 
party unity. At the same time they arcj| 
laying claim to the official electoral syif 


\l()h 


Ecommne and Ptiltiiail Weekly May 27. 



jf tte CongrciiK Party, obviousily in 
?repaniti<>n for the next elections. 

Narasimha Rao, Fully aware of the 
i, imbi valence and divisionsamongthclcaiJcrs 
i>f the rival Congress, is playing upon them, 
^^hite expelling the ringleaders like Arjun 
Jnch and N D Tiwari. he has refrained 
rPonrtaking action against 'others who 
.utended the May 19 convention, thus 
keeping the dw^rs open for those who after 
a brief pcricxi of disillusionment with the 
Singh-Tiwari leadership may decide to come 
back to the parent parly. Given the fragile 
nature of the Congress headed by Singh and 
■Tiwari. the National Front-Left partie.s 
combine may not be willing to have much to 
do with it and the two leaders may well find 
themselves in the political wilderness on 
the eve ot the next elections. 

BEIJING CONFERENCE 

l^ill Task 

THE decision of the Chinese government to 
biovc the NGO Forum ai the World 
rontcrenccon Women lo be held in Beijing 
111 coming September to a remote and 
relatively inaccessible suburb of the city is 
jusi one among a number of developments 
which suggest that the NGO Forum in 
A Beijing will find it enormously difficult to 
* make effective mlcrvcnlions or even lo 
make its presence leli. Over the pasi year it 
has become increasingly clear that, unlike 
at the ('airo conference, women NGO 
rcprcseniativcs’ voices are likely lo lind il 
difficull lo be heard at the official conicrcnce. 
for one thing, in the pcruxl between Cairo 
and now there has emerged a con.scrvalive, 
even fundamentalisi. viewpoint on many 
issues to be di.scusscd at Beijing. Some of 
these, such as reproductive nghis and 
planning, were widely debated both 
within and outside the official forum in 
Cairo. Coupled with this is the fact that 
governments all over (he world are hecom- 
mg more aware of the threat a gender 
perspective’ poses because of the funda¬ 
mental nature of the changes which arc 
being propo.sed. Encouraging the women’s 
movement is one thing, but coping with a 
politically articulated threat is quite another. 
Not surprisingly, then, ihe concept of 
gender il.scif is being questioned, with the 
suggestion thai ii f)c replaced by the non- 
poliiieal term ’sex’. 

That this resurgence ol a conservative 
I'ffensivc is also likely to influence the 
(iaiure of NGO representation became 
obvious at the 39th session ol the 
Commission on the Status of Women in 
New York in March-April, which was also 
ibe last prepcom lor the Beijing meet. For 
>n.s(ance. the representatives of the Catholic 

^ h objected to ihe accreditation of 
lies for a FrccChoicc from the US and 
^Mmilar group ffttm Latin America, both of 
^hich hold tihcral views on such sensitive 
^Kucs as sexual rights. Similarly, it i.s also 
lear that the Beijing conicrcnce will be 


stnuigly influenced by the demands of the 
host country, Various Tibetan groups as 
well as Taiwanese representatives have not 
been recommended for accreditation 
because of pressure fiom the Chinese 
government. 

The draft document circulated and 
discussed at the New York prepcom came 
in for wide-ranging criticism. Most NGO 
groups considered it u step back from the 
document adopted at the Cairo conference. 
A particularly .significant omission is in the 
area of reproductive rights. In response to 
this, a Reproductive Rights caucus has been 
formed and it has formulated a rcsoluiion 
on the issue which has now been signed by 
representatives of over 700 women’s 
organisalion.s. Apart from aiicmpting to 
strengthen the agreements on reproductive 
rights gained at the Cairo conicrcnce, the 
document also warns the tundamcntalisi 
opposition that “women will not accept the 
imposition of aufhontariun. so-called 
ethical and moral values that claim to protect 
life yet in reality deny a woman's right to 
live”. The fact that the drall document 
placed before the meeting ol the ('om- 
mission on the Status of Women contained 
an unprecedented number ol items ol 
bracketed text (on which ihcrc was no 
consensus) shows that the Beijing con¬ 
ference will lead t<i more damaging 
conipromi.ses iin women's rights by the 
official represen tali ves ol countries 

The issue of rcpriKluciivc righl.^ is ol 
course not the only, or even the mam, locus 
of NGO tnlerveiUion. Foi inslance, the 
Women's Alliance formed by regional 
networks such «is Women m Development 
111 Europe (WIDE), nevciopmcni Allcr- 
nali'cs with Women lor a New Era 
(DAWN), Third World Researchers and 
Aeliv Nis and many others .seeks to intervene 
in lit th-.south di.scussions on allcrnalivc 
econ< lilies. The underlying understanding 
IS ih.it equality between women and men 
must be seen as the basis tor policy, not 
jiisi Its goal. This calls lor discarding the 
narrow neo-liberal economic paradigm and 
lor evolving instrumenis of measurement 
such ihal women's experience of econo¬ 
mic distress is incorporated into main¬ 
stream understanding and analysis. While 
the official forum appears inclined u> 
discuss such wide-ranging issues, even here 
the concept of gender is sought lo be 
questioned. 

Clearly, the Beijing experience is going 
to be very different from earlier ones for 
NGOs. This is a measure of the extent of 
accommixiatum that governments have been 
willing to make. It also brings out (he major 
contradiction between women's perspec¬ 
tives of righb and economic alternatives 
and the state’s definition ot women's 
equality. The former questions the very 
basis on which current concepts of 
development, progress and social justice 
have evolved, The latter’s attempt is to stall 
andcompcnsific lor the destabilisation which 
is iK'currmg because ol tl'<c lundumcntal 


nature of the issues which have been raised 
by the women’s movcmcni. Thus as long as 
the main focus of debate was. say. population 
or s(K:ial policy, it was p<»ssible to allow for 
the incorporatit)!! of a different point of 
view. But when the entire focus is on this 
alternative global pcrspeciivt* which is 
premi.scd on assumptions which by 
definition quc.stion the very basis on which 
state structures stand, il is then perceived as 
prcsenimg a political threat. The alternative 
perspective exposes how patriarchal values 
and .social systems have been inicgraied 
within the global economy This is true 
regardless of whether the issue is reproduc¬ 
tive rights or gender equity. In such 
circumstances, it becomes imperative for 
the slate to confine the di.scussion on 
alternatives within its own narrow vision. 
And this il is attempting to do by limiting 
the discussions and agreements to the 
standpoinisofgovernmcnts which, no matter 
what the dll Icrences among fhcni, arc bound 
by ihc need to ward off this larger threat. 
I Icncc thcdciermmed message sent by NGO 
women to UN member slates, the UN 
secretariat and the Commission on the Status 
ol Women on April } at the end of the 
prepcom in New York. “We will riol be 
forced back into the biology is destiny’ 
concept that .seeks to detinc, confine and 
reduce women and girls lo their physical 
sexual characteristics. We will not let this 
happen - not in our homes, our workplaces, 
ourcommunitics.ourcountnes and certainly 
not at the United Nations, lo which women 
around the world look for human rights, 
justice and leadership.” 

POLITICS 

Actors and Roles 

V 

A correspondent writes: 

IN the context ol the ongoing Congress 
imbroglio, two closely inier-relaied topics 
have become the subjects ol speculation 
and comment. They arc (i) the leadership 
qualities and performance of P V Narasimha 
Rao, and (ii) the role, actual and potential, 
of Soma Gandhi in contemporary political 
developments. The main poipls made by 
most commentators about these two key 
dramatis personae on the national stage run 
somewhat as follows. The prime minister’s 
role is supposed to he flawed by his 
characteristic indecision, lack of com¬ 
munication skills and absence of personal 
charisma. Soma Gandhi, tor her part, is 
believed to suffer from two personal 
disabilities, she has neither political 
experience nor inclinations, in addition to 
her being foreign-born with a Catholic 
religious background. 

There may be nothing factually wrong 
with these observations, but they are 
rather superficial. Tlicy miss the compel¬ 
ling circumstances influencing the 
behaviour pattern and outkHiks of the two 
personalities. 
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If Raois indectsiveand ttncommimicatsve, 
the reason may be the dUemmas that face 
him. The policies he has been compelled to 
introduce and implement in the interest of 
the status quo weie sure to lead to mass 
discontent and alienation, as indeed they 
have. The real alternative is a radical socio¬ 
economic restructuring, striking deep at the 
roots of vested interests all around, for 
which task his own social origin and 
political upbringing under Indira Gandhi 
and her son have not equipped him. On the 
other hand, compulsions of our democratic 
polity, that is, the need to gamer popular 
votes periodically, keep him tongue-tied 
about his real purposes and often pull him 
back from the actual implementation of his 
basic policies. These paralysing dilemmas 
condemn Rao to indecision. As these are 
not matters to be shared with the public, he 
is uncommunicative. Finally, charisma is 
not something that always goes with fine 
features and a fair complexion. Often it is a 
function of clarity of thought and firmness 
of purpose and grows out of people* s 
perception of a reflection of their own 
cherished aspirations in the leader's 
personality. Compared with many other 
leaders of his time. M K Gandhi had few 
advantages of birth or appearance. If he 
scored over the aristocratic lineages and 
features of them all in terms of charisma, 
the obvious reason was Gandhi's respon¬ 
siveness to the spoken and unspoken 
aspirations of the masses. The charisma 
that the two lesser Gandhis possessed was 
really an inheritance from Jawaharlal 
Nehru who had something of Gandhi's 
fesponsiveness plus his own looks. 

As regards Sonia Gandhi, her real 
handicaps do not arise from her birth or 
religion. Annie Besant, Sister Nivedita, Mira 
Behn and Nellie Sengupta ~ theseillustrious 
ladies, their foreign birth and non-Hindu 
religious backgrounds notwithstanding, 
earned the love and respect of the Indian 
people and played important roles in the 
moral-ethical and political spheres in India. 
Sonia Gandhi's handicap comes from the 
fact that she has no other interest except 
safeguarding the material stakes of and 
popular goodwill for her husband's heirs, 
her son and daughter. The most important 
task on her agenda is to block and quash the 
Bofors probe. This preoccupation hardly 
qualifies one for a serious role in the politics 
of a crisis-ridden country that India is. The 
role of a backroom operator with fingers on 
some remote control keys that she is 
seeking to play is perhaps politically the 
most impropriate course for her, given her 
objectives. 

HARYANA 

Ripples in a Fiefdom 

THE split in the Congress(I) at the national 
level is beginning to replicate itself in the 
states. The rebel Congressmen in Haryana, 
for example, have announced the formation 


of an alternative set-up which they have 
aligned with the so-caHed Indian National 
CongressfO headed by N D Tiwari. The 
rebels took this step when they were 
expelled from the official Congress after 
they attended the May 19 rally in Delhi. 

>^ile Haryana is a small state and a split 
in the Congress here will have only a minor 
effect on the party in general, the formation 
of a new Congress is a significant 
development so fares the state politics is 
concerned, particularly with regard to the 
future of chief minister Bhajan Lai who has 
been ruling the state as his personal fiefdom, 
heading one of the most corrupt state 
administrations in the country. Given his 
well known manipulative skills, which draw 
for their effectiveness on liberal distribution 
of political and financial largesse, Bhajan 
Lai's authority has so far remained 
unchallenged. The extremely weak state of 
the opposition has further contributed to the 
entrenchment of his position. Only recently 
has the newly-emerged Haryana Vikas Party 
(HVP) of former chief minister Bansi Lai 
begun to present some semblance of an 
opposition to the Congress. The attempts to 
revive the hitherto moribund Rashtriya 
Samajwadi Janata Party (RSJP) by another 
former chief minister, Om Prakash 
Chautala, too are fairly recent. As such the 
formation of the INC(l) unit, particularly at 
a time when assembly elections in the state 
are only a few months away, is likely to 
disturb the complacence of chief minister 
Bhajan Lai. 

However, it is too early to say that the 
INC(I), led by Birendra Singh, an aspirant 
to the chief minister's post and a long¬ 
standing political foe of Bhajan Lai within 
the Congress, wilt be able to succeed in its 
objective of dislodging the Congress 
government. That eventuality will depend 
on a number of factors. One of them is the 
emergence of the INC(I) as an effective 
political formation at the national level. 
Another is the manner in which its Haryana 
unit projects itself as a potential ruling 
party. From this point of view, the INC(I) 
has a long way to go, especially when it is 
yet to announce its office-bearers and 
form its district and lower level units in the 
state. Of its economic policies, the state 
party, following the example of the national 
leadership, has given only the faintest 
of hints, to the effect that it is opposed to 
all-out liberalisation. 

Of greater significance is likely to be the 
political programme of the new set-up in 
the state. Here, the party will have to 
contend with issues which are not of national 
importance but which are perceived by 
different sections of the people in Haryana 
as affecting dieir political and economic 
interests. ITiese are issues such as sharing 
of the Yamuna waters with the neighbouring 
states, award of Chandigarh to the state as 
its capital, the issue of the charges for water 
and electricity supplied to the farmer, etc. 
As of now, not much is known of the stand 
of the new party on these issues. 


White the Haryana uiift of the IN(^ w 
take some time to evolve its polii^ ai 
imogramme on such issues, what is oerta 
is that its emergence is gmng to warm up tl 
political climate in what is politically one 
the most fluid and non-idcologic^ stat 
in the country. 

WEST BENGAL 

Hopeful Sign 

A correspondent writes: 

A RECENT report in a Calcutta daily hi 
news value of the journalism textboc 
type as it belongs to the man-bites-d(| 
variety. The meek and mild land revenii 
minister of the West Bengal Left Frol 
government, Benoy Chowdhury, j 
reported to have put his foot downd 
cancelled an arbitrary order passed 157" 
all-powerful and unchallengeable chi 
minister, Jyoti Basu. Apparently, Ba 
had decreed that a 25-acrc block seed far 
of the West Bengal government 
agricultural directorate at Diamoi 
Harbour, along with the services of 
‘krishi shramiks' (farm workers), I 
transferred to Amal Datta. an MP. Dati 
who happens to be Basu's nephew, was 
construct a modern complex which wou 
carry out demonstrations and train farme 
for technologically improving agricukur 
horticulture and animal husbandry, und 
the newly initialed MPs’ local an 
development scheme. 

Piqued by the fact that the chief ministi 
had pa.ssed an order concerning hi 
department without his knowledge an 
consent, Chowdhury took steps to annul tl 
order. He reportedly declared that i 
government land could be “handed oyer 
anyone, however well-connected and 
he may be”. He is also reported to hai 
taken up the matter with Jyoti Basu ai 
stopped the transfer. 

The report has not so far ba 
contradicted by the government or tl 
CPl(M). If,true, this development 
rather significant. Benoy Chowdhu^ 
much respected in the party and evi 
outside, is a soft-spoken and mil 
mannered man. He is also an uprif 
person, but only in the sense that 1 
would not knowingly commit any wroi) 
But in his more than half a century < 
party life, he is not known to hat 
apposed or questioned anything whii 
might have come down from the paf 
bosses, whatever his personal reserw 
lions. If his latest act is an indication of 
new mood on his part, it bodes well 
the party. If anyone in the West Beng 
CPI(M) today has the moral and politic 
standing to face up to the unchaUjSH 
able Jyoti Basu on a matter on which! 
needs to be challenged, it is Bed 
Chowdhury . Will he repeat his perfi 
mance in future when another appn— 
occasion arises? 
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Bxpoitt:RicroRi 9251 82330 <IS.4) 69547 (29.5) 5368M2I.9) 44042 (35.3) 32553(17.6) 27681 (36.8) 

USSmii 2922 26233(18.3) 22173(19.6) 18537(3.8) 17866 (-1.5) 18143(9.1) 16626(19.0) 

Impoitt: R> CfOR 9062 88705(21.8) 72806(14.9) 63375(32.4) 47851(10.8) 43193(22.0) 35416(25.4) 


USSnm 2863 28251 (21.7) 23212(6.1) 21882(12.7) 19411 (-19.4) 24073 (13.2) 21272(9.1) 

N<m-PCHLUS$iiui 2312 22538(29.1) 17456(10.6) 15782(12.3) 14047 (-22.2) 18045(3.1) 17504(6.2) 
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Commodity CompiMitioit of 
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RsCr 

US % mn Rs Cr 

US $ mn 

RsCi 

US S mn 

RsCr 

US S mn 

RsCi ui;$iit)n 

Imports 1 1 

F(X)d and live animats f 1 

chiefly fnr I(xkI 

.1852(4.9) 

1228 

1498(2 3) 

478 

1551(2,1) 

494 

1911(3.0) 

660 

804( 1 7) 

■jvxme 

BfOll 

Pulses 

.‘>.14(0.7) 
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503(0 8) 

160 

567(0 8) 

181 

334(0 5) 

115 

255(0 5) 
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f>42(0«) 
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431(0 7) 

138 

483(0.7) 
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376(0 61 
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267(0 6) 

108 1 

Sugai 

224612 9) 
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neg 

neg 

neg 

neg 

neg 

mg 

neg 

neg 1 

1 Crude materials, inedible oils 11 

except fuels 

5771(14 7) 

1840 

.3841(6.0) 
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4199(5 8) 
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4777(7.5) 

1649 

.3268(6 K) 

1.326 1 

Fertiliser crude 

448(0 6) 
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1.‘>9(0.6) 
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190(0 5) 
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459(0 7) 
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455( 1 0) 

185 1 

Meialifers ores and metal scrap ISK(j(2 4) 

(i02 
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392 

1299(1 8) 

414 

1922(3.0) 

664 

1175(2 5) 

477 1 

Mineral fuels, lubricants and r| 

related materials 

PctroleuiiK crude and 

18689(23 8) 

5957 

17827(28.0) 

5688 

19514(2(1 8) 

6222 

18525(29.2) 

6396 

1416(829.6) 


products 

16679(21 2) 

5316 

16532(25.9) 

5275 

18055(24 8) 

5756 

17142(27 0) 

5919 

13123(27 4) 

5.323 1 

Animal and vegetable oils 9 

tats ond waxes 

505(0 6) 

161 

I5h()2) 

48 

166(02) 

53 

168(0 3) 

5K 

249('i 

101 ■ 

Chemical and related pioducts 

11690(14 9) 

3726 

8355(13,1) 

2666 

9286(12 S) 

2961 

891.1(14 1) 

3077 

7526(tS 7) 

305 3 I 

Organic chemicals 

.Wl(.5 0) 

1266 

2467(3,9) 

787 

2882(4 0) 

919 

1871(3 0) 

646 

1161(2 81 

55? fl 

Fertiliser inanuiaclured 
Manufactured goiids classified 

2096(2 7) 

668 

1876(2.9) 

599 

1989(2 7) 

634 

2023(3 2) 

698 

|59ll(3> 


chiefly bv maiei lals 

Peiuls, prccimis/seim 

12872(16.4) 

4103 

1.1490(21 2) 

4304 

14715(20 2) 

4692 

12455( 1^,7) 

4300 

9|9l(ll>.f, 

3729 1 

precious stones 

4455(5.7) 

1420 

7796(12.2) 

2488 

8284(11 4) 

2641 

7072(11 2) 

244? 

482'^(l(l f 1 

1957 1 

Iron and steel 

D54(4 0) 

1005 

2099(3.3) 

670 

2452(14) 

782 

2060(3.3) 

711 

1741(3 6) 

706 1 

Non Icnous metals 

2286(2 9) 

729 

1371(2 1) 

437 

1490(2 0) 

475 

1144(1 K) 

(95 

K(9|J 8) 

340 1 

Capital goods 

1726.3(22 0) 

5502 

12627(19.8) 

4029 

18944(26 0) 

6040 

13123(20 7) 

4531 

10437(21 8) 

4232 1 

1 Machinery except electneal 1 

and machine tools 

7267(9 2) 

2316 

507f>(8 0) 

1620 

6871(9 4) 

2191 

4786(7 6) 

1653 

(593(7 5) 

1458 

Transpoii equipment 

1179(4,0) 

101.3 

2405(1.8) 

767 

3973(5.5) 

12(^7 

1 (18(2 11 

462 

915(1 9) 

.371 

Pi’o|i*cl goods 

5134(6 5) 

I6.Ut 

3685(5 8) 

1176 

4W(6 2) 

1401 

370l('' 81 

1278 

1<>2‘'(7 6) 

1471 

Otheis 

7989(10 2) 

2546 

5981(9.4) 

1908 

4410(6 1) 

141? 

3Si)t(S S) 

1209 

2220(4 6) 

900 

Toinl 

786351 l(K) 0) 

25063 

63771(100 0; 

20348 

72806(100 0) 

23212 

63375(100 0) 

21882 

47S51(I()()()) 

1941 1 

Exports 1 

FcmkI and live animals chteny I 

lor loud 

10780(14.79) 

U16 

9602(15 45) 

3061 

10770(15 S) 

34 34 

8084( 15 1) 

2/9 1 

(iS<iH 15 6) 

2781 l; 

Cashew nut 

1148(1 57) 

U>6 

9L5(| 47) 

292 

1042(1 S) 

332 

745(1 4) 

257 

672(1 5) 

272 t 

Oil meals 

l(>01(2 20) 

511 

2071(3 3t) 

660 

2^9(3 3, 

736 

I54S(2 9) 

533 

921(2 1) 

374 |< 

Marine pioducts 

3244(4 44) 

1033 

2219(3.57) 

707 

2537(3 7) 

809 

1743(3 2) 

(>().! 

144 (( 3 3) 

.185 1, 

1 Beveiages, tobacco and It 

1 tobacco inanutaciuies 

110(0 15) 

15 

127(0 20) 

40 

1.36(0 2) 

43 

l(i()(0 () 

55 

102(0?) 

Ka 

1 Cmde maicriuls. inedible | 

oils except fuels 

4316(5 92) 

1376 

41I,S(6 95) 

1376 

4048(5 8) 

1291 

27<>8{5 2) 

966 

1022(6 9| 

1226 

Iron ore 

Mineral fuels, luhiicanis and 

1138(1.56) 

363 

1183(1.90) 

Ml 

1357(2 0) 

433 

1104(2 1) 

381 

14 35(^ 3) 


related muieriuls 

1186(1 61) 

378 

1147(1 H5» 

366 

f;M8. i K) 

398 

1.379(2 6) 

476 

1022(2 

Petroleum crude and products 

1186(1 (t1) 

378 

1147(1 8.5/ 

366 

1248(1 81 

398 

1379(2 6* 

476 

I02'’(2 1) 

41 5 B| 

1 Annual and vegetable oils, 1,, 

1 waxes and fats 

433(0 59) 

138 

3i 1(0 50) 

99 

344(0 5. 

110 

162(0 () 

56 

169(0 4) 

(/• 

1 Chemical and chemical products fW82(‘) 57) 

2225 

.5412(8 71) 

1725 

5971(8 6) 

1904 

4198(7 8) 

1449 

4146(9 4) 

1682 

1 Drugs, phuniiaceuticals Bo 

and fine cheiniculs 

22(7(104) 

707 

1798(2 89/ 

57^ 

2014(2 9) 

642 

15(3(2 9) 

529 

1550( 3 5) 

629 Hqi 

Dye-s/iiueimcdiaics/coal i:ir flrf 

chemicals 

11161) 80) 

419 

1036(1 67) 

330 

11.50(1 7) 

367 

9580 8) 

3(1 

7Hlli 8) 

117 

Plastic and linoleum products 

1267(1 74) 

404 

960( 1.55) 

^06 

IOI4(t 5) 

323 

433(0 8) 

150 

276(0 6) 

■IB « 

Manufactured giKnis chiefly 

by muienals 

40391(55 37) 

12873 

340()4(54 8.3) 

10X61 

188‘>l(55 9) 

12386 

307.52(57 .3) 

10618 

2354(853 4) 

9549 

Iveathi^r manufactures 

1903(2 61) 

(>()7 

I642(2,(>4) 

524 

26U(3 8) 

840 

?5l2t4 7) 

867 

1985(4 5) 

805 

Leather tooiwcoi 

1V) ((| 91) 

444 

1291(2.08) 

412 

150.5(2 2) 

480 

1188(2 2) 

410 

1143(2 6) 

4()4 

Gems and lewcllery 

Colton yam/fabiics. 

12221(16 751 

189.‘S 

11(K)4(I7 71) 

T5()8 

12.528(18 0) 

3994 

8897(16,6) 

3072 

6750( 16. n 

27 (H 

madeups, etc 

Manmade yarn, tiibhcs. 

1248(8 57) 

1991 

4111(6 94) 

1374 

4817(7 0) 

1.542 

3911(7 3) 

1.3.50 

3203(7.3) 

f 

madeups. etc 

1716(2 35) 

547 

1217(1 96) 

3K8 

1.324(1 9) 

422 

1079(2 0) 

.373 

821(1.9) 

iiii 

RMCi comm inci accessones 

6852(9 39) 

2184 

5484(8 83) 

I74K 

6166(8 9) 

1966 

51S(>(9.6) 

1780 

,3754(8..5) 

152* 

Capital gixwls 

652tK8 94) 

207H 

5493(8 84) 

1751 

6212(9 0) 

1987 

4964(9 2) 

1714 

40.54(9 2) 

|64‘> 

Metal munuraclutes 

2I09(2.«9) 

672 

1863(3.00) 

594 

2174(3 1) 

693 

1622(3 0) 

560 

1194(2 7) 

4K4 

Muchincrv and instruments 

2033(2 79) 

648 

1807(2 91) 

576 

1996(2 9) 

616 

1569(2.9) 

542 

143.3(3.3) 

582 

Traiismut equipments 

2116(2 90) 

674 

1624(2.61) 

51H 

1840(2.7) 

5H7 

1546(2.9) 

534 

1224(2.8) 

496 

CMhcn. 

22(9(1.))4) 

707 

1660(2.67) 

529 

1946(2 8) 

620 

1192(2.2) 

412 

1125(2 6i 


Eiccmmic rnnKts 

11! 9(1,53) 

357 

854(1..17) 

272 

978(1.4) 

312 

615(1.1) 

212 

654(1 5) 


TcMuI 72!M.1< 100,0) 

1 (Fij^uiv.s III tiRickets arc pcicentages lo lotal) 

21248 

62I.10(I(X>.0) 

19809 

69547(100.0) 

22171 

.5.1688(1000) 

18537 44042(100.0) 



Notes. (1) SupcsKcnpt numcTuI denoicN month to which fifure iclutes. n g, superscript * stands for March, (ii) Figures in brackets are perc^itui 
vatiutions over the pennd specified or over the comparable period of the previous year. 
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COMPANIES _ 

SKP BEiUUNGS INDIA 

Higher Dividend 

SKF BEARINGS is a leading producer of 
ball and roller bearings which find appli¬ 
cations in the automobile and electrical 
industries. The company in 1992-93 had 
experienced decline in margins. For 1993- 
94, net sales of the company went up by 
8 per cent, operating profit fell by 5 per 
cent, while net profit went up by 30 per 
cent. Other income went up by 35 per cent, 
depreciation fell by 6 per cent and interest 
charges by 7 per cent. Taxation was up by 
Rs 14 lakh while non-operating profit fell 
Jt^5 per cent for the year. A dividend of 
15 per cent was declared against 10 per 
cent in the previous year. Exports were up 
by 25 per cent in 1993-94. 

Debt-equity ratio fluctuated at 135 per 
cent in 1991-92, 164 percent in 1992-93 
and 146 per cent in 1993-94. Short-term 
bank borrowings to inventories rose by 10 
percentage points for the year after being 
stagnant at 39 per cent from 1991 -92. Sales 
to total assets^ rose from 59 per cent in 

1991-92 to 63 per cent in 1992-93 and 70 
per cent in 1993-94. Sales to gross fixed 
assets fluctuated at 77 per cent, 76 per cent 
and 80 per cent for the same period. 
Consumption of raw materials fell by 1 
percentage point in 1992-93 5nd 3 
percentage points in 1993-94. Inventories 
to sales also declined in the past three 
years. Remuneration to employees rose by 
3 percentage points. Employees’ remu- 
p^MUion rose by 9 percentage points. 

The combined turnover of the company 
increased by Rs 21 crore. Bearing sales 
volume was higher by 11 per cent, but due 
to reduction in price, valuewise sales were 
only marginally higher. Sales of textile 
components recorded a growth of 46 per 
cent. Sales of bearings to original equipment 
manufacturers (OEM) were 55 per cent and 
the replacement sector along with exports 
accounted for the balance 45 per cent. In the 
3EM segment, the automotive sector 
accounts for 61 per cent, the electrical 
•egment 20 per cent and the balance 19 per 
is accounted by other industries. A 
voluntary retirement scheme at a cost of 
4.9 crore was successfully implemented, 
^ith 170 employees availing of it. 

The company regularly receives R and D 
^enefits from the research carried out in the 
^KF group's reseiffch centre in Holland, 
company had received capital know- 
t^for manufacture of ball and roller 
arings using line manufacturing 
hnology. This technology was imported 
1988, but since line manufacturing 
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technology was introduced for the first time 
in India by the company, the company has 
not fully utilised it. 

KIRLOSKAR BROTHERS 

Expansiim and 
M^ernisation 

Kirloskar Brothers, the Pune-based firm 
belonging to the Kirloskar group, did well 
in 1993-94 with net sales going up by 21 
per cent. The previous year’s income in¬ 
cluded Rs 541 million from the compressor 
unit of the company which has been now 
transferred to Kirloskar Copeland, a subsid¬ 
iary. Profit before depreciation and tax rose 
by 23 per cent. Imports were down by 28 
per cent while exports were up marginally 
by 1 per cent. A dividend of 35 per cent was 
declared for the year. 

Earning per share fell from Rs 59 in 1992- 
93 to Rs 8 in 1993-94. Remuneration to 
employees fluctuated at 54 per cent in 1991 - 
92, 37 per cent in 1992-93 and 61 per'cent 
in 1993-94. Short-term bank borrowings to 
inventories rose by 4 percentage points in 

1992- 93 and fell by 20 percentage points in 

1993- 94. Raw material consumption rose 
by 4 percentage points in 1992-93 and 6 
percentage points in 1993-94. Return gn 
investment fell by 8 percentage points in 
1993-94. Value addition to value of 
production fell by 13 percentage points. 
Sales to total assets rose while sales to gross 
fixed assets fell in 1993-94. 

During the year the Dewas plant received 
ISO 9001 certification. It has the distinction 
of being the second pump manufacturing 
unit in India to receive this. The company 
also bagged an irrigation order from the 
Irrigation Department of Maharashtra for 
the Takari lift irrigation scheme, the largest 
lift irrigation scheme in Asia. The project 
involves lifting 2,760 million litres of water 
a day from the Krishna river and pumping 
it through 170 kilometres ofcanals to irrigate 
around 25,000 hectares of farm land. For 
this the company is to use 22 vertical turbine 
pumps manufactured by tt)e company. The 
Shirval plant commenced production of 4 
inch electric submersible pumps, and the 
first batch of pumpahave been installed and 
commissioned. Expansion and 
modernisation plans of manufacturing units 
at Kirloakarvadt, Dewas and Shirval are 
under way. Expansion at the hydraulic 
research centre at Kirloskarvadi was 
undertaken to handle flows up to 12,000 
LPS. Technology absorption from AFE 
Metal for the foundry at Kirloskarvadi 
progressed well and it has now started to 
manufacture clottings in Duplex and Super 
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Duplex stainless steel. Development work 
began on the hydraulics of3,500 HP sodium 
pumps for the Indira Gandhi Centre of Atomic 
Research. 

An expenditure of Rs 188 lakh was 
undertaken for research and flevelopment in • 
the year. Development of new products, 
protect and process modification, use of 
alternative materials and cost reduction were 
some of the activities undertaken. 

GUEST KEEN WILLIAMS 

Slack Demand 

Guest Keen Williams, the Calcutta-based 
company, declared a dividend of 18 per cent 
for 1993-94 as against 16 per cent in the 
previous year. Net sales were at Rs 189.97 
crore for the year against Rs 181.99 crore 
in 1992-93, operating profit was Rs 17.04 
crore against Rs 16.58 crore and net profit 
Rs 7.58 crore (Rs 5.22 crore). Rise in other 
income by Rs 1.86 crore and fall in taxation 
by Rs 5.M crore helped in countering the 
rise in interest charges and depreciation by 
Rs 57 lakh and Rs 1.67 crore. Exports were 
marginally up by 6 per cent while imports 
rose by 35 per cent. 

Short-term bank borrowings toinventories 
rose by 10 percentage points for the year 
while debt-equity ratio remained unchanged. 
Sales to total assets fell while sales to gross 
fixed assets rose for the year. Gross saving 
to gross capital formation rose substantially 
in 1993-94. Return on investment fell by 2 
percentage points for the year. Earning per 
share rose by Re 1 in 1993-94. Value added 
to value of production fell by 3 percentage 
points while remuneration to employees rose 
by 2 percentage points. 

GKN pic and its subsidiary GKN Sankey 
sold their entire shareholding of Guest Keen 
Nettlefolds (GKN) to an overseas group of 
investors. Recession in automotive and 
engineering industries during the first half 
of the year resulted in lower demand. In the 
second half of the year the company’s 
performanceimproved, exceptfor the Sankey 
Electrical Stampings Division which faced 
slack demand due to cut in government 
expenditure and liquidity crunch faced by 
customers. Steel and fastener business piked 
upin theseoondhalfoftheyear, Thecompany 
has also progressed in the flnaficiaJ area by 
leasing industrial equipment. Exports orders 
for supply of press tools was received from 
Generid Motors Buana Indonesia (GMBl). 
Genml Motors also invited the company to 
act as technical consultants for GMBl, its 
joint venture in Indonesia. 

’The company invested Rs 8 lakh on 
fesearcb and development. Its R and D unit 
at BhaodMp devdopMl a method to speed up^ 
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lacoine^approprkitloiia 

1 Net sales 

2 Value of production 

3 Other Income 

4 Total income 

5 Raw materials/stores and spares 
consumed 

6 Other manufacturing expenses 

7 Remuneration to employees 

8 Other expenses 

9 Operating prtfftt 

10 Interest 

11 Gross profit 

12 Depreciation 

13 Prifit before tax 

14 Tax provision 

15 Profit after tax 

16 Dividends 

17 Retained profit 
UabUitica/aaaeta 

18 Paid-up capital 

19 Reserves and surplus 

20 Long term loans 

21 Short term loans 

22 Of which bank borrowings 

23 Gross fixed assets 

24 Accumulated depreciation 

25 Inventories 

26 Total assets/liabilities 
MIooelbuMoiia ttema 

27 Excise duty 

28 Gross value added 

29 Total foreign exchange income 

30 Total foreign exchange outgo 

Key financfail and peiformance ratios 

31 Turnover ratio (sales to total assets) (%) 

32 Sales to total net assets (%) 

33 Gross value added to gros^ fixed 
assets (%) 

34 Return on investment (gross profit 
to total assets) (%) 

35 Gross profit to sales (gross margin) (%) 

36 Operating profit to sales (%) 

37 Pimfit before tax to sales (%) 

38 Tax provision to profit before tax (%) 

39 Profit after uix to net worth 
(return on equity) (%) 

40 Dividend (%) 

41 Earning per share (Rs) 

42 Book value per share (Rs) 

43 P/E ratio (based on latest and 
correspondihg last year's price) 

44 Debt-equity ratio (adjusted for 
revaluation) (%) 

45 Short term bonk borrowings to 
inventories (%) 

46 Sundry creditors to sundry debtors (%) 

47 Total remuneration to employees 
to gross value added (%) 

48 Total remuneration to employees 
to value of production (9^) 

49 Gross fixed assets formation (%) 

M Growth in inventories (%) 
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1065 

1340 
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120.43 

125.41 
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73.66 
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242.48 

179.50 

30.92 

29.19 

82.26 

150.51 

57.71 
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7.78 
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12.21 

3.83 
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6.12 
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1.10 

2.27 

9.50 
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0.00 

42.06 

14.28 

0.92 

3.08 

2.52 

6.47 

44.88 

9.55 

15.00 

10.00 

35.00 

35.00 

18.00 

0.00 

0.00 

8.79 

59.05 

3.13 

0.00 

0.00 

136.03 

131.51 

32.77 
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0.00 

146.33 
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-30.53 

15.72 

-3.48 
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22423 
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170 
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34156 
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13122 

12324 

12920 
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1624 

7090 

6344 
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4005 

3367 

3213 
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4 
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6354 
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3505 
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2081 
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-1490 


571 

70 

0 
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1002 

716 

-1490 
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445 

434 

0 


136 

557 

282 

-1490 


2423 

1484 

1519 

3200 

32 

5196 

11896 

11701 

-1699 

-2 

1303 

7776 

7848 

8111 

74 

802 

3212 

3778 

2066 

57 

802 

2977 

1673 

464 

42 

9504 

33315 

31740 

11302 

111 

5761 

17679 

16419 

4968 

43 

5200 

5950 

6561 

6194 

61 

13847 

31144 

. 32508 

20204 

216 

3117 

7443 

7032 

0 


6015 

6805 

6254 

1306 

38 

399 

1718 

812 

0 


338 

270 

188 

120.38 

202 

131.43 

109.47 

92.29 

112.91 

I4l7 

187.16 

139.91 

120.76 

195.35 

190. 

63.29 

20.43 

19.70 

11.56 

34' 

9.55 

6.68 

6.15 

-4.55 

4.1 

7.27 

6.10 

6.67 

-4.03 

3.: 

9.11 

10.28 

11.32 

3.73 

9.: 

6.01 

3.14 

2.39 

-6.53 

o.( 

52.24 

8.53 

0.00 

0.00 

o.i 

6.85 

7.49 

5.42 

-99.27 

o.< 

16.00 

30.00 


0.00 

0.( 

2.15 

6.75 

4.82 

-4.66 

o.( 

31.44 

69.66 

65.90 

4.69 

9.3 

0.00 

39.99 

■ 0.00 

-2.74 

272.C 

17.10 

75.22 

79,96 

540.37 

250.( 

15.42 

50.03 
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the manufacture of prototype samples of 
thtve^imensional heavy gauge sheet metal 
components hy progress! ve proving of blank 
development and calculation of spring back 
effect. The unit at Howrah developed special 
steel to enhance effect! ve life of shear blades 
for shearing hot rolled bars. It also 
developed a shearpin with special properties 
for use in 300T shear machine in the merchant 
bar mill, thus reducing premature breakage 
and improving reliability of operations. 

ORIENT PAPER AND INDUSTRIES 

Raw Material Shortage 

Orient Paper and Industries has done well 
for 1993-^. In 1992-93, though turnover 
had increased marginally, margins had 
trashed. This year the turnover increased by 
13 percent (Rs 40.90crorc), operating profit 
by 3 per cent (Rs 1.08 crore) and profit after 
tax by 39 per cent (Rs 2.86 crore). Margins 
would have been higher but for the fall in 
other income, non-operating surplus and 
nse in interest charges and taxation. Exports 
were up by Rs 4 lakh while imports rose by 
Rs 90 lakh. A dividend of 30 per cent was 
declared for the year. Both short-term and 
long term loans were low while short-term 
bank borrowings increased for the year. 

Sales to total assets lluctuated at 93 per 
cent in 1991-92,92 percent in 1992-93 and 
109 per cent in 1993-94 and sales to gross 
fixed assets at 98 per cent, 94 per cent and 
102 per cent for the same period. Short-term 
bank borrowings rose by 25 percentage points 
in 1993-94 while it had fallen by 3 percentage 
points in 1992-93. Inventoncs to sales fell 
bj^4 percentage points in 1993-94. Debt- 
quity ratio fell by 23 percentage points in 
1992-93 and by I percentage point in 1993- 
94. Earning per share rose from Rs 4 in 
1992-93 to Rs 6 in 1993-94. Remuneration 
to employees declined by 2 percentage points 
in the year. Net value added to value of 
production fluctuated at 21 percent in 1991 - 
92, 16 per cent in 1992 93 and 17 per cent 
in 1993-94. Gross saving to gross capital 
formation rose by 50 percentage points for 
the year. 

Production of paper and board during the 
yearwas 1,30,990tonnes as against 1,31,372 
tonnes in the previous year. Labour unrest 
in some sections of the mills, severe power 
cuts by Orissa State Electricity Board coupled 
with mechanical trouble in the Brajrajnagar 
milfs power house affected production. At 
Amlai, with the commissioning of an 
oxydattve extraction stage in pulp bleaching > 
section, the colour of caustic stage effluent ' 
1 considerably reduced. Basis weight 
and moisture measurement and control 
system was commission^ on the paper 
machine. At Brajrajnagar, kraft filter street 
Was upgraded to achieve a higher 


concentration of black liquor. The turnover 
of the engineering division improved and 
substantial orders in hand were executed. 
Availability of wood and bamboo from the 
state government was inadequate and the 
balance of pulpable materials had to be met 
from other states which increased the cost 
of transportation. Cement production went 
up by 17 per cent. Higher production could 
be achtev^ by optimum utilisation of captive 
diesel generating sets which countered the 
severe power cur faced by the factory. 
Profitability of the cement factory was 
affected by increase in railway freight and 
cost of inputs like power, coal and diesel 
which the company had to sustain due to 
adverse cement market. ^ 

GODAVARI FERTILISERS 

Decline in Sales 

Godavari Fertilisers, a joint venture of 
Andhra Pradesh government and Indian 
Farmers and Fertilisers Co-operative 
(IFPCO), has incurred a loss of Rs 15.10 
crore in 1993-94. Net sales fell by Rs 82.57 
crore, operating profit by Rs 21.12 crorc. 
The fall in margins would have been more 
but for the fall in depreciation by Rs 4.53 
crore and interest charges by Rs 3.33 
crore and ml taxation. Imports fell by 40 
per cent. 

Debt-equity ratio rose by 290 percentage 
points for 1993-94, after having fallen by 
45 percentage points in 1992-93. Both sales 
to total assets and sales to gross fixed assets 
fell, while inventories rose to 27 per cent 
in 1993-94 from 19 per cent in 1992-93. 
Consumption of raw materials fluctuated 
at 58 per cent in 1991-92, 70 per cent in 


1992- 93 and 57 percent in 1993-94. Short¬ 
term bank borrowings to inventories rose 
by 17 percentage points in 1992-93 and fell 
drastically by 62 percentage points in 1993- 
94. Return on investment was down by 8 
percentage points for the year. Earning per 
share too fell by Rs 4 for the year. While 
net value added to value of production fell 
for the year, remuneration to employees 
rose. 

Production suffered because of uncertainly 
and the delay in the announcement of subsidy 
of Rs lOflO/ton. The plant was also shut 
down for a period of two and a half months 
in April-Junc. During the third quarter of 

1993- 94 ammonia had become scarce in the 
world market because a large chunk of 
ammonia produced was being diverted to 
Europe for heating purposes. Some of the 
vessels dedicated to carrying ammonia were 
turned to fuel carrying, thus resulting in non¬ 
availability of ammonia carrying vessels. 
Added to this was the stoppage of ammonia 
supplies by the erstwhile Soviet Unipn, thus 
making the basic raw material scarce. The 
fall in turnover is attributed to fall in the 
production and sales of DAP, partially due 
to high price of DAP and consequent low 
offtake by farmers. 

The company’s expansion plans include 
increment of bio-fcriiliser from 2,5 lakh 
packets per annum to 5 lakh packets per 
annum by installing additional equipments. 
To minimise the cost of production Che 
company is to retrofit one of the two trains 
in its DAP plant with pipe reactor which 
would increase the installed capacity from 
3 lakh MTs to 5 lakh MTs. 

Research and development was conducted 
on many strain.s of bacteria suitable for 
different crops for the purpose of bio-fertiliser 
production. 
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COMMEN1AKV 


Superpower in Decay 

Decline of US Economy 

Jayati Ghoih 

The 1980s witnessed a major restructuring of the US economy, resulting 
not only from the decline of US hegemony internationally and the 
increased penetration of external economic forces into the US economy, 
but also, and critically, from the policy changes brought about by the 
Republican administration of Reagan andJdush. 


THE recent travails of the dollar in intern- 
national currency markets are symptomat* 
ic of the problems of the US economy. It 
is ironical that the US, the largest and most 
powerful of industrial capitalist countries 
- indeed, the undisput^ leader of the 
current unipolar world - appears to have 
the economy which has been most adverse¬ 
ly affected, of all rich nations, by the latest 
wave of globalisation. The irony is en¬ 
hanced because much of this glob^isation 
has occurred with the active support and 
even at the instigation of the US govern¬ 
ment, in its effort to facilitate the global 
operations of US-based multinational com¬ 
panies and transnational banks. 

The parallels with Great Britain during 
the early decades of this century ~ the 
period that marked the beginning of its 
long-term decline as an international 
superpower ~ are obvious and have been 
widely remarked upon. These similarities 
include the relative loss of external 
competitiveness and slower growth in 
productivity relative to its main economic 
rivals, the emergence of persistent trade 
deficits, and greater stinginess in terms of 
fulfilling international financial obligations 
as world leader. If the 20th century has 
been the 'American century', then this is 
very clearly its last decade. Yet it may be 
that the differences of this process of 
degeneration with the decline of Great 
Britain are more noteworthy than the 
similarities. One important contrast, which 
is doubtless influenced as much by 
international political currents as by forces 
internal to the US, is In terms of the impact 
on the bulk of working people, which is 
far more immediately adverse within the 
US today than it was in Britain until the 
first world war. Another significant 
difference relates to the social and political 
reaction to such a process: while in Britain 
in the early part of this century leftist and 
socialist influeiice grew as a consequence, 
in the US today the paradoxicid response 
has been the growing, power of the forces 
of the Right. 


The 1980s witnessed a major retructuring 
of the US economy, resulting not only 
from the decline of US hegemony 
internationally and the increased 
penetration of external economic forces 
into the US economy, but also, and 
critically, from the policy changes brought 
about by the Republican administrations of 
Reagan and Bush. These structural changes 
have been reflected in sectoral composition 
of national income as well as in income 
distribution. The services .sector has 
expanded until it now accounts for more 
than 75 per cent of national income and 
a slightly larger proportion of employment. 
Manufacturing jobs have been lost fairly 
continuously over the past decade; since 
1979, more than three million such jobs 
are estimated to have simply di.sappearcd. 
Total manufacturing employment today is 
lower in absolute number than in the 1970s. 
Within particular sectors, the most notable 
shift has been from small units to larger 
units, from small capital to large 
conglomerates and generally towards a 
greater concentration of income and wealth. 

This has been accompanied by a slower 
rate of productivity growth in the US than 
in the major competitor countries. As 
evident from Figure I, the annual rate of 
change of total factor productivity in the 
US since 1960 has been well below that 
of the OECD as a whole, and significantly 
below that of Japan. Indeed, during the 
i 970s the US experienced absolute declines 
in total factor productivity, and the recovery 
thereafter in this indicator has still been at 
a slower rate than the increases in Japan 
and West Germany. The 'productivity 
advantage* (along with sheer ^solute size) 
had been one of the critical factors 
determining the emergence of the US as 
the dominant economy of the world by the 
end of the second world war; analogously, 
the loss of that advantage may be decisive 
in its descent from that position. The much- 
vaunted superioriiy of the. US in hi-tech 
services may similarly prove to be short¬ 
lived, as other develop and developing 


economies adopt and adapt compari 
technologies in the newer service acti vit 

To some extent the secular decliiM 
productivity may reflect the fact t 
investment rates in the US have been \S 
than those in the major competitors ft 
generation. The 1980s accelerated i 
tendency, with substantial declines in fc 
savings and investment rates. Figur 
indicates that the rate of gross fixed cap 
formation (as percent of GDP) has not c 
been falling since 1980, but has been v 
below the rates in Japan and West Germs 
and in 1993 was only slightly more t 
half of the rate in Japan. The savings i 
has been ever lower, and the decline! 
the 1980s have been sharper, as the US 
increasingly financed its investmentr- 
expenditure through foreign capital. 

These changes in savings, investn: 
and productivity have been reflected in 
trade account. The large and growing tr 
deficits of the Reagan era were a reflect 
of both domestic macro econoi 
imbalances (the large government defi 
and the discrepancy between pri vatc savi 
and investment) as well as the import- 
consumption boom stimulated by the h 
external value of the dollar until 1987.' 
deficits were financed by the accumulai 
of external debt, facilitated by high dome 
interest rates which attracted inward fl< 
of foreign capital and reduced outw 
financial flows. These sharply altered 
net investment position of the US fi 
1982 onwards, such that the country bees 
a net debtor in 1985 for the first time si 
1914. In 1994 the US was the wori 
largest debtor, with an external debt gT^ 
than that of all the heavily indeb 
developing countries taken together. 

Given the large deficits and external d( 
it is probably not surprising that the do 
has been falling in foreign exchange marl 
since the mid-1980$. In fact, what i 
defied economic explanation is not 
decline of the dollar but the relative U 
ofresponsivcnessof US imports and expc 
to changes in the value of the curreni 
This has been sought to be rationalised 
terms of the 'J-Curve* of lagged respof 
of import and export volumes to curreii 
changes, the phenomenon of 'wailit 
because of increased volatility in exchan 
markets, the fact that tntemal imbalant 
between savings and investment withini 
US have not been fully rectified, and 
variety of other factors. While the rclafi 
importance of these factors may be debau 
what is clear is that the present fall^Ji^ 
dollar is part of a mediuin-term procj 
which may continue For some time desf 
central bank interventions in j 
international currency markets, t 
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FidURE I: Total Factor Productivitv <a) 
(i^fcentage change ox annual rates) 
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1960-73 
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1973-79 
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1979-93 (b) 
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USA 


OECD total 


West GerKtuny 


Japan 


I Notes' (a)Total factor productivity is a weighted average of growth in labour and capital productivity. 
I Sample penod averages for capital and labour share used as weights, (b) Japan 1979-9^ 

I Source' OECD. Econimuv Outiook, 


TOWemenis of the real effective exchange 
rate of the dollar, the Japanese yen and the 
German Deutschemark are indicated in 
Figure 3. The real effective exchange rate 
implicit in the value of the dollar at the end 
of 1994 was estimated to be more than 40 
percent below its level in 1985: since then 
it IS likely to have deteriorated further. 
While depreciating currencies certainly do 
have their advantages in terms ofincreasing 
export potential and the incentive to replace 
imports with domestic consumption, 
medium or long-term declines in the 
currency do suggest a relative 
impoverishment of the country concerned 
' as developing countries have learned to 
iheir cost, llius, the angst within the US 
the fall of the dollar and the unwillingness 
of Japan and Germany to countenance 
further falls are both explicable. In this 
particular casct the problem is complicated 
l^he fact that the Japanese in particular 
Pre substantial holders of dollar- 
penominated assets, whose real value is 
piminished as the dollar plummets 
linternationally. 


The structural and other changes that 
began in the 1980s have continued well 
into the 1990.S. despite the change in 
administration and the revival of the 
economy from the slump of the early 1990s. 
As evident from Table 1. the external 
account is still heavily imbalanced. The 
economic recovery since 1992 has led to 
some small increase in per capita incomes 
and declines in the rate of unemployment, 
but has been associated with a further 
deterioration in real wages. This is part of 


a broader tendency towards greater income 
and wealth inequality which is discussed 
in more detail below. In an important sense, 
the 1980s and the economic policies which 
characterised them were crucial in 
determining the subsequent evolution of 
the US economy and its constituent parts. 

For many commentators, the Reagan and 
Thatcher revolutions in economic and social 
policy are fundamentally the same, 
reflecting neo-liberal economic ideology 
and having the same effects. It is true that 
many elements of strategy are common to 
both: they were both free market-oriented, 
generally supportive of large capital and 
against organised labour. They both 
involved tax restructuring so as to be more 
favourable to business and wealthier 
groups, the slashing of social expenditure 
and extensive attacks on the welfare state, 
privatisation of state assets, deregulation 
of industries and financial liberalisation. 
This is a paradigm similar to that proposed 
in IMF-World Bank structural adjustment 
packages in the developing and formerly 
socialist world, and it is probably correct 
to argue that the Thatcher and Reagan 
regimes were instrumental in their 
implementation in the developed industfial 
world. 

Despite these obvious similarities, 
however, there remain important 
differences between the two. particularly 
in their macro-economic orientation. The 
Thatcher government in Britain actually 
did cut down its budget deficits in its early 
years, often using privatisation of state- 
owned productive assets as the means, and 
reduced government role in the economy 
as well as the share of manufacturing. The 
de-industnalising implications of the 
overall strategy in Britain were further 
accentuated by the "Dutch disease* type 
effects of the discovery of North Sea oil 
which provided substantial increases in 
primary export revenues, and served to 
mitigate the adverse economic effects of 
the government's policies at least for a 
time. By contrast, the Reagan 
administration in the US unleashed a 
combination of major tax cuts and massive 
increases in military spending which 
actually implied a huge increase in 


Table. United States - Imih)rtant Economic' Indicators 



Unit 

t99() 

1991 

1992 

1993 

1994 

RcaIGDProg 

Per cent 

1.2 

^.6 

2 3 

.3,1 

40 

Per capita leal GDP r 0 g 

Per cent 

0.2 

-1.7 

1 2 

2.0 

2.8 

Trade balance 

Sbn 

-109.0 

-74.1 

■96.1 

-132.6 

-174.0 

Current account 

Sbn 

-91 7 

-6.9 

-67 8 

-103.9 

-1.53 6 

Real eff exch rate 

Index I990«l00 

100 

98.4 

96.4 

99.2 

97 4 

Cons price index 

Per cent change 

5.4 

4.2 

3.0 

3.0 

26 

Unempl rate 

Per cent 

54 

6.6 

7.3 

6.7 

5.2 

Cross reol wages 

Per cent change 

-2.1 

-1.2 

-0.3 

-0.3 



Stmrees: (1) ^ofiomic Report of the Presiden't, 1994. 

(2) Deponment of Commerce, Survey of Current Business. 

(3) ElU Country Profile: USA, 1994-95. 
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Figuiie 2: Cross PlXKp CAmAt Fchuhiation 
iPoventage of gross domestic prodocl) 



1980 81 82 8^ 84 85 86 87 88 89 90 91 92 9 

N(9te\ (a) All Germany from July 1990. 

Sources: Commission of the Euro|)ean Communities, Euroffeau Economn , IMF, luteniaiiomd 
Financial Staiistn s. 


government deficits. These led towhai was 
in effect a Keynesian government 
expcnditurC'Jed boom in the economy as 
a whole, financed by capital inflows 
resulting from the high interest rates 
maintained by the tight monetary policies 
of the US Federal Reserve. The 1980s 
economic boom in the US fuelled growth 
in other countries, particularly east Asia, 
through the voracious demand for imports 
with which such growth was associated. But 
such growth, based as it was on the large 
internal and external deficitsdescribedearlier 
and the accretion of a large foreign debt, was 
obviously unsustainable. In fact, the past 
five years or more have witnessed American 
policy-makers obsessed with how best to 
deal with that particular legacy of the Reagan 
era without painful economic contraction. 

Furthermore, such growth was associated 
with increasing income and wealth inequality 
and actual worsening of the material 
conditions of the poorer groups. These 
tendencies were further exaggerated during 
the presidency of George Bush, to the extent 
that the US today has the worst indicators 
of inequality and poverty of all the important 
industrial countries. The latest such data, 
referring to 1989, show that the wealthiest 
I percent of American households (with net 
worth $ 2.3 million or more per household) 
own nearly 40 per cent of the wealth of the 
entire country. The top 20 per cent of 
households (with net worth of $ 1,80.(X)0 
or more per household) own more than 80 
per cent of the country's wealth. The top 20 
per cent of households in terms of incopie 
(those with an annual income of $ 55.0(K) 
or more) receive 55 per cent of all after-tax 
income while the bottom 20 per cent cam 
only 5 per cent of such income [Edward N 
Wolff, Top Heavy: A Study of Increasing 
Inequality of Wealth in America, Twentieth 
Century Fund, 1955.] Such indicators arc 
much worse than those of Scandinavian 
countries, for example, and even worse than 
those industrial countries with a long history 
of inequality such as Britain. In fact, it 
suggests a pattern more, similar to the 
notoriously unequal Lain American 
developing countries Not only is the US the 
most unequal industnalised country in terms 
of income and wealth, hut it has been growing 
more unequal faster than other industrial 
countries. TTiis has continued into the 1990s. 
With the economic recovery of 1993, 
incomes rose for the most aftlueni 20 per 
cent of household,s but the rest (80 per cent) 
of households all suffered falling real 
incomes. 

These figures arc miitored in the poverty 
figures. 'Fhc most recent poverty figures 
show the greatest absolute number of poor 
people (around 40 million) in the US since 
1961, The US has more poor people than 
all the other group of 10 industrial countnes 
put together, and the rate of poverty is 


similarly higher in the US. The child poverty 
rate is four times higher than the average 
of we.stcm European countries, and children 
constitute nearly half the official American 
poor. More than two-thirds of poor adults 
are female, and they too arc racially divided, 
with black women accounting for onc-third 
and non-while women taken together 
accounting for nearly 90 per cent of poor 
women. More significantly, absolute poverty 
has actually been on the incrca.se in the US 
despite the economic growth of the past 
decade. 

The increa.se in inequality and poverty 
stems from a variety of factors, but they are 
all related to the economic policies pursued 
throughout the t980s as well as broader 
torces such as the type of technological 
change. Thus, automation and industrial 
restructuring have reduced (hejobs available 
for unskilled workers and have tended to 
keep the real remuneration lor .such work 
down. The rapid rise of stock and bond 
markets in the l9H0s increased the income 
of the rich who had invested in them. Very 


significant roles have been played by la 
policies which have substantially reduce 
the tax rates of the rich, and led to mot 
income being retained by them. The Reagn 
tax cuts .shifted the burden of taxation .sue 
that by middle of 1980s the effective ta 
payment was actually highest for the lowei 
income group of households, and lowe.st fc 
the richest group. Between 1966 and 198! 
the effective tax race (Federal, state an 
local) of the pcxirest 10 percent of household 
incTea.sed from 27.5 percent to 28.2 perccni 
By contrast, the total effective tax rate fo 
the average tax-paying hou.sehold rcmainei 
the same at 25.6 per cent, and that for th 
richest 1 per cent of households actual); 
declined from 28.9 per cent to 21.2 per ccni 
[Joint Congressional! Committee o 
Taxation, quoted tn Steve Brouwer, Sharin, 
the Pie: A Disturbing Picture of the 
Economy, Carlyle Pennsylvania 1992). Bt 
perhaps the most significant factor 
the growing inequality has been thestructur 
of the labour market and the impact oi 
wages and working conditions. 
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Fkoime 3: EmcTiv$BxcHANOE RAtE 

<l980af00) 



Note'. (a) All Gennany from 1990 
Source IMF. Internati4mal Financial Statisncs 


The 'flexibility' of the American labour 
arlcet has often been cited by right-wing 
onomists as a reason for the successful 
owth of the economy and the buoyancy 
employment generation which has kept 
lemployment rates lower than those of 
!stem Europe. Labour laws in the US arc 
nerally much less pro-worker than they 
e elsewhere in the industrial countries. 
;gal worker benefits are much fewer and 
5s protective of workers - to take only 
le example, the legally permissible 
aternity leave is two weeks as opposed 
two or three months elsewhere. There 
much greater freedom grunted to 
[iployers in terms of the ability to hire 
id fire. In any case, the labour force in 
e US is highly mobile and not very 
lionised. More than half of US citizens 
oved residence between 1985 and 1990, 
every year approximately 17 per cent 
population is estimated to move 
ndence (US Bureau of Census]. Union 
mbership was always lower than in 
cstern Europe, and was very badly 


affected by the attacks on unionisation 
during the Reagan years. In 1993 union 
membership amounted to only 18 million, 
about 15 per cent of the employed labour 
force [Bureau of Labour Statistics). This 
may reflect also the high share of services 
(traditionally less unionised) in total 
employment. All this means that there is 
no annual 'wage round' in the US as in 
other industrial countries such as Germany 
and Britain. Most pay deals are typically 
for two or three years at a time, and even 
in unionised industne.s pay negotiations 
tend to take place on a plant-wide or state¬ 
wide basis triennially. 

As was evident from the table, real 
wages have declined since 1990. In fact, 
average weekly wages in 1994 are estimated 
to be more ihan 5 per cent below their level 
in 1988. The decline in real wages has 
resulted in some cases from downward 
changes in nominal wages as well as upward 
movements in the consumer price index. 
Job mobility in the US usually does not 
involve better wages: between 1990 and 


1992, more than 50 per cent of men and 
60 per cent of women who left their jobs 
for other employment actually moved to 
jobs in lower earnings categories, not even 
the same category [Federal Reserve Bank 
of Cleveland, March 1995]. The minimum 
wages have not kept pace with inflation: 
it was estimated that in 1991 working full¬ 
time at the minimum wage would yield an 
annual incomcof$ 8,840, while the poverty 
line for a family in the same years was 
placed at an annual income of $ 13,359 - 
around 45 per cent more [Steve Brouwer. 
op cii, p 32. calculated from US Census 
Reports and Statistical Abstracts of the 
US]. This process has been accompanied 
by changes in work contract and 
employment conditions which have 
generally been unfavourable to all except 
a minority of workers. There ttls been a 
rapid growth of what is known as the 
'contingent' workforce: part-time, 
temporary and contract workers. Estimates 
of the size of this group vary from 3 million 
to 35 million, typically in informal 
employment without job security, pensions, 
benefits, or any of the standard features 
which labour in other industrial countries 
would have taken for granted. For those 
in such employment, the conditions of work 
have actually deteriorated in many 
activities. There have been reports of big 
increases in 'carpal tunnel syndrome' (a 
work-related physical problem) among 
assembly line and clerical workers because 
of increases in the pace of work. Among 
the more remarkable of the developments 
in this flexible labour market has been the 
re-emergence of sweatshops catering to 
garment and other similar indu-stnes. In 
greater New York there has been a recent 
proliferation of such sweatshops, mo.stly 
employing immigrant women at wages well 
below the official minimum wage. Often 
such wages are not only meagre but paid 
with a lag if at all. Thus, in three states 
with major garment centres, the number of 
female workers who were owed back wages 
by their employers grew 52 per cent in 
, 1992-93 [Pamela Sparr, 'Globalisation. 
Women and Poverty in the US', 
Development, 1995, No I]. 

Women workers arc particularly affected 
by these negative tendencies. Throughout 
the 1980s, the labour force panicipation 
rate of women increased for the 24-54 age- 
group. Currently, more than three-fourths 
of women between the ages of 20 and 54 
are in the labour force. Recently it has been 
found that many women who have already 
been working have had to take on additional 
jobs in order to boo.st the family income. 
3.3 million women arc estimated to have 
more than one job. These jobs arc 
overwhelmingly concentrated at the lower, 
poorly paid, end of the job spectrum. Two- 
thirds of those working at the minimum 
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wage ani women, and by the eml ^ the 
1980s more women were Ud^ing home 
poverty-level wages than in 1973, This 
matters because of the large and growing 
number of female-headed households, 
many of which fall below the poverty line. 
It is extraordinary that despite such apparent 
trends, thefe is a widespread belief spread 
by the 'New Right’ that women struggling 
to bring up children on their own are 
typically lazy and undeserving beneftetaries 
of a welfare system that keeps them from 
ever having to search for work. 

Unemployment rates in the US are 
typically lower than in western European 
countries, but they are still,high in historical 
terms. Also, the rates vary widely according 
to social group, with unemployment 
concentrated among non-white groups and 
the youth in particular. Black 
unemployment rates are typically twice 
those for whites, and youth unemployment 
(referring to the age-group 16-19) was as 
high as 20 per cent of those in the labour 
force in 1993 fBureau of Labour Statistics, 
Monthly Labour Review], The other 
important point is that lower unemployment 
rates in the recent past may simply reflect 
declining labour force participation rates, 
especially for males. There has been a 
secular decline in male labour force 
participation rates since the mid 1980s, but 
in 1991 there was a remarkable fall in 
participation rates for all groups. 
Subsequent rises in such rates during the 
economic recovery were rather minor. This 
reflects the well known phenomenon of the 
'discouraged worker effect, whereby the 
sheer difficulty of getting a job leads 
workers across the labour force to give up 
job search activity and simply drop out of 
the labour force. 

As might be expected* this pattern of 
growing inequality has been associated with 
increasing social tensions and instability. 
The social malaise of the US is deep and 
complex, and us roots cannot be traced 
directly to the economy in any simplistic 
way. But there is no doubt that the 
consumerism and individualism which are 
so much a part of mature capitalist societies, 
and particularly this one, breed their own 
kind of alienation. In turn, the growing 
disparities between rich and poor, and the 
inability of individuals from less privileged 
groups to realise the material aspirations 
which are bred as normal by the system 
of advertising, involve tendencies towards 
violence or other forms of defiance. 
Between 1975. and 1992, the number of 
violent crimes per I M.OOO of population 
has increased by 55 per cent, from 488 to 
758, and this rate is among the highest in 
the world. Drug use continues to increase 
despite official attempts to control it, and 
it is especially marked among non-while 
underprivileged groups and among the 
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unemployed those who have dropped 
out of the registered labour force; A ‘^ial 
health index’ of the US, compiled by 
researchers at Fordham University, 
calculates the overall social health of the 
country based on Ip variables. This index 
reached its peak in 1973 (at 76.9 points out 
of 100) and then began declining, with a 
greatest deterioration occurring during the 
Reagan-Bush years, by which time it had 
fallen to only 40 points. Many of the 
variables show their worst ever levels 
currently: the gap between rich and poor, 
average real weekly earnings, the spread 
of health insurance coverage, child abuse, 
the rate of marriage breakdown. 

What is remarkable, however, is not that 
there have been such depressing increases 
in indicators of social ill-health as.sociated 
with the growing inequality and poverty 
within the US. but that the political response 
has been that of a further movement to the 
Right. After more than a decade of fairly 
systematic assault on the rights and material 
conditions of the working class in the 
country, the dominant political and 
economic agenda envisages even more such 
attacks. The demolition of the remaining 
structures of the welfare state is seen as the 


iopmost poHticgl priority 6f a RepUbtican- 
dominated Congress wMcb was swept to 
power late last year on a wave of aciti> 
government sentiment. Across the country, 
the popular mood is anti-Federal and 
concerned with reducing both the budgetary 
powers and the redistributive elements in 
government strategy. The causes behind 
this phenomenon are too complex tob? 
taken here in any detail. But certainly it 
is true that the sense of helplessness at thej 
decline in American economic prowess! 
and growing economic insecurity (in 
relative terms of course), which is very 
generally felt, translates into an anger a( 
the government, which has been very 
effectively lapped by right-wing forces. 
The right-wing militia which was 
apparently behind the bombing of the 
Federal building in Oklahoma City t$ 
actually one extreme tendency in this broad 
spectrum of anti-government feeling, w 
this suggests that, in the most powerful 
country in the world, whose political, 
cultural and economic domination leads 
so many citizens of all other nations to 
view it with envy, things are likely to 
gel very much worse before they can gei 
better. 
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NEW DELHI 

Popular Disillusionment at Root 
of Congress Split 

With the Congress split, opportunities for political mobilisation to 
further the interests of the large majority of the people have increased. 
The thallenge before the left and centrist parties is to make the most of 
these possibilities without allowing themselves to be beguiled by the 
Rao Congress to go soft on it because of the danger of the BJP fishing 
in troubled waters. 


THE response of Congress workers lo the 
convention organised by party dissidents in 
the capital on May 19 exceeded the 
»^pectations ol the organisers and was so 
overwhelming that notwithstanding the 
initial hesitation a formal split in the party 
became unavoidable. The Teal C<mgress’ 
headed by N D Tiwari was thus set up. This 
outfit is still not in a position to win over 
a si/eable number of Congress MPs and 
bring about an eftecii ve split in the Congress 
parliamentary party such as may result at 
once in the tall of the Rao government 
during the budget session of parliament itself 
The rpI(M) leaders, among them the chief 
minister of West Bengal, Jyoti Basu, had 
predicted, rather had apprehended, that this 
might happen However, the pitch lor the 
Congress Party headed by Narasimha Rao 
has been queered and the durability of the 
government led by him has come very much 
under question. He may, in tact, just miss 
realising his fond hope of completing his 
Tull term’ as pnmc minister Elections to 
Lok Sabha seem likely to be forced on him 
■^el! before the end of the year, just as it is 
very likely that the otficial Congress Party 
will be trounced in the electoral battle, 
marking the end ol the era ot Congress 
hegemony of Indian polity. This is lor the 
reason that, unlike alter the two earlier splits 
ma.sferminded by Indira Gandhi, there is no 
likelihood of the revival ot the Congress 
Party after the split that has now taken place 
The Teal' Congress set up by the dissidents 
IS not likely to grow into a party which will 
have the ability or will to play a potent role 
in the political arena. It can piay only a minor 
part in the fast changes in political alignments 
that are under way. The leaderships of the 
; official Congress as well as of the dissidents 
! rlo not seem to have the necessary sensiti viiy 
1 to comprehend the interplay of economic 
I interest.s and social forces which has been 
I maturing over the years to determine the 
I nature and direction of Indian politics. It is 
. noteworthy that leaders of the rival Congress 
Uiilctions have found it necessary to turn to 
Soma Gandhi to gain legitimacy and popular 
'iupport This shows their weak moonngs 
among the mass of the people. Soma Gandhi 
herself is chary of taking a plunge in the 


turbulent waters of Indian politics. She tried 
to dissuade Rajiv Gandhi to stay away from 
the leadership of the Congress and from 
assuming the onerous re.sponsibility of 
succeeding Indira Gandhi as prime minister. 
That the Arjun Singh-Tiwan faction as well 
as the Narasimha Rao faction are still trying 
so hard to propitiate Soma Gandhi only 
emphasises their political vulnerability. It is 
not surprising that both tactions are already 
becoming increasingly cautious in their 
contacts with her. Elements in the ruling set¬ 
up are in fact beginning to raise doubts about 
Sonia Gandhi * s competence to play a positive 
role in the power play ot the Congress 
factions. Hints arc being thrown about Bofors 
and the Italian connections 

The position of those who still talk of a 
Congress revival is therefore pathetic. The 
only valid interpretation ot the events leading 
up to the Congress dissidents breaking away 
and announcing their own Congress Party 
with N D Tiwan as president is that popular 
will has rejected the economics and politics 
of Narasimha Rao, The disastrous 
consequences ot policies aimed at subserving 
the business and strategic interests of a 
handful of developed countrie.s, the US 
especially, and emasculating the domestic 
impulses lor growth and regeneration of 
the economy now become palpable and 
intolerable for a large number of even 
Congressmen 

The political scenario has become 
progressively more tense since Rao was 
catapulted into office four years ago. Even 
civic order has suffered gravely dunng his 
tenure. The electorate has clearly 
demonstrated its keenness for alternative 
policies. The need for a genuinely federal 
polity has become so urgent that failure to 
find the nght alternative can have very serious 
economic, social and political consequences. 
A coalition of political forces based on a 
clear identification with economic and social 
interests of different segments in society and 
their due representation in the orgm of 
governance has assumed gneat importance. 
Those who treat with disdain the popular 
urges of the people and consider that they 
will hun 'political stability' repudiate, 
democratic values. Narasimha Rao has been 


never able to respect the mood of the people. 
The dissidents are eager to be more sensitive 
in their responses. This finds a reflection 
in the policy documents approved at their 
convention. But their capacity for mass 
mobilisation is clearly limited. 

The political alignments as they are 
evolving have to reckon with the 
disillusionment of the people with Rao 
government ’ s policies. The sweeping victory 
of TDP in Andhra Pradesh and the revival 
of Janata Dal has been significant in this 
context. Political parties have to articulate 
the interests of their constituents and no 
longer find it necessary to pretend, like the 
Congress Party has done, to support all the 
contending interests in society or claim 
deceptively that their aim is to harmonise 
all the contending interests. Regional pulls 
and pressures as well as communal, caste 
and ethnic conflicts too are exercising a 
significant influence on the processes of 
political realignments. It is not surprising 
either that such pulls and pressures when 
they come into play often assume virulent 
forms. This a necessary concomitant of 
the .state of affairs when the rules’ socio¬ 
economic policies have been geared more 
and more openly and brazenly to subserve 
narrow vested interests in society > and 
during the tenure of Narasimha Rao. foreign 
economic and strategic interests too. 
Narasimha Rao is seen tg be committed to 
an 'open door’ policy for multinational 
corporations to dominate the Indian economy 
and to encouraging the parasitical elements 
in the upper classes to provide the social base 
for their operations in India. This is indeed 
the content of its economic reforms 
programme and the attempts to repackage 
it to hide its true purpose have been vain. 
Liberalisation of economic activity may 
certainly be acceptable, but only if it means 
weakening of political and bureaucratic 
controls and regulations. But the so-called 
liberalisation policy of the Rao government 
has in fact been, in intent as well as practice, 
freedom for unchecked exploitation of 
India's natural resources, labour and 
con.sumcrs by vested interests, foreign and 
Indian, even as bureaucratic and political 
manipulation and corruption have assumed 
menacing forms and dimensions. The 
dissidents in the Congress have tried to 
dissociate themselves from this policy and 
have, therefore, touched a responsive chord 
among the other opposition parties, .special ly 
the left parties, which will have social, 
political and electoral implications in the run 
up to the Lok Sabha elections With the split 
in Congress Party, opponuniiies for political 
mobilisation in keeping with the interests 
and aspirations of the people have most 
certainly increased. A matter of concern for 
the left and c'cntrisi parties, however, is that 
disillusionment with the Congress Party and 
its policies may also allow the BiP to fish 
in the troubled waters li is a challenge fhat 
the left and ccninst parties have to face ^ 
without letting themselves be beguiled b||g| 
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the Rao Congress to go soR on it because 
of the BJP danger. 

Rao actually embarked on a course which 
marked a break with what was the national 
consensus on economic, social, political and 
foreign policies of independent India. K K 
Tiwari of the Congress dissidents may be 
a brash politician, but he is not far wrong 
when he berates Rao for hobnobbling with 
the BJP and for active neutrality, if not open 
support, for the BJP to improve the chances 
of his continuation as the prime minister, 
presiding over a rag-tag coalition. While 
Rao pretended to be a votary of democratic 
consensus, especially since he headed a mino- 
nty government, secretivcncss, deviousness 
and obfuscation, rather than transparency 
and accountability to parliament and people, 
be it on questions concerning economic 
policy, social commitments, religious 
tolerance and secularism or foreign policy 
issues, have characterised his functioning as 


prime minister. Side by side he has not 
hesitated to arrange unprincipled defections 
from opposition parties to gain a majority 
in the Lok Sabha or fan factional feuds 
within his own party to consolidate his per¬ 
sonal position as the head of the government 
and the ruling party. As he found that his 
support base among the mass of the people 
as well among party ranks had been fast 
eroding, he became more and more assertive 
and authoritarian in the running of the ad¬ 
ministration and the party machine. He has 
been found out to be a small-time wily poli¬ 
tician, desperately trying to cling to office and 
certainly not above temptations of personal 
gain and nepotism. The dissidents have finally 
split away from him have nailed him on all 
these counts. The realignment of political 
forces and parties can take place at a fast 
pace after this split, which is likely to make 
the nin up to the foithcoming general elections 
both exciting and politically significant. 


Selecting the Next CAG 

K P Joseph 

With the present comptroller and auditor general (CAG) due to retire in 
next March, it is time for the search for a suitable person to fill this 
vital constitutional position to get under way. The government must find 
a professionally qualified and independent CAG and not yield to 
pressure from retiring government officials lining up for the job. The 
job of the CAG is becoming a sinecure for retired government 
secretaries with political influence, with disastrous consequences for the 
country. 


THEpresem comptroller and auditor general 
(CAG) C G Somiah i.s retiring in March 
1996. Normally a successor is appointed 
about six months before the CAG retires. 
The appointment is made by the president 
of India. It is about time that the search for 
a suitable person to fill this important 
constitutional post gets underway. With so 
many pressing and serious political problems 
distracting the attention of the government, 
it is doubtful if the selection of the CAG will 
be an item high on the agenda of the 
government which has to propi^sc the name 
of the next CAG for the approval of the 
president. 

A strong and effective CAG is the best 
ally that the government and the people cao 
have to reduce the enormous waste and fraud 
we sec everywhere in the central and state 
governments. It will he in the interest of the 
goveimmenr to find a professional ly qualified 
and independent CAG and not to yield to 
pressure from retiring government officials 
lining up for the job. The post of the CAG 
is,becoming something of a sinecure for 
retired government secretaries with political 
infhience. The consequences of giving the 
unqualified persons have been 
d||iistrous for the country. 


Everyone is so intent on watching the 
progress of economic reforms in India that 
few have noticed that government 
expenditure both in the central and most 
of the state governments is spinning wildly 
out of control. Non-plan expenditure gets 
the lion's share of the budget. Interest 
payments of central government have more 
than doubled from Rs 21.500 crore in the 
year before the present government came 
to power to Rs 52,000 crore this year. 
Twenty-six per cent of the entire central 
government budget of Rs 172,151 crore 
this year will be spent on interest payments 
which is double the entire defence budget, 
though India has the fourth largest defence 
force in the world. Curiously enough, there 
is not one word in the budget documents 
of this year about reducing spending. The 
nation needs a watchdog of its finances that 
barks and bites. This is the time to look 
for one. The opportunity should not be lost. 

The next CAG will have an extremely 
difficult task. The working of the audit 
department, of which the CAG is the head, 
has not ever been reviewed after 
independence to determine if there is 
anything wrong or if any improvements are 
ne^ed. In recent years in most countries 


such reviews have been carried oUt a 
changes mode. In Australia, in March 19f 
following a comprehensive inquiry ir 
the activities of the Australian Natior 
Audit Office, a parliamentary committ 
submitted a report. The Auditor Genen 
Ally of the People and Parliament. T 
report recommended a number 
significant changes in the existing A 
Act, including the establishment of 
Parliamentary Audit Committee to advi 
the auditor general on the parliamen 
audit priorities. A new Audit A 
incorporating the recommended chang 
was pas.sed this year by the Australi 
parliament. 

In Britain under an Act that came ir 
force in 1984, the National Audit Office w 
expensively reformed and brought under t 
control of parliament. Last year, in Cana 
a new Act was passed by parliament, und 
which the Canadian auditor general has- 
report to parliament with greater frequen 
than before. 

The comptroller general of the U 
Charles A Bowsher testifying before 
committee of the House of Representativ 
in February this year announced his pla 
to improve the working of his organisatic 
which is perhaps the best of its kind in t 
world now. After the Second World W; 
the GAO had 14,000 employees. This w 
be reduced to less than 4.000 by 1997. F 
every dollar spent by the US Gcnci 
Accounting Office, it is able to show savin 
of $ 47. In 1994 the work of the Genci 
Accounting Office underwent a review 
the National Academy of Publ 
Administration at the request of the Sem 
Governmental Affairs Committee. T 
report was released in October 1994. 
addition, an organisational performan 
review of the General Accounting Offi 
is being done by the private accounfi 
firm of KMPG Peat Marwick. 

In sharp contrast to all this, in India t 
CAG’s department is not even subject to a; 
external audit. Parliament has no conti 
over what the CAG does. He is total 
independent of everybody. The railw, 
budget this year is less than the defen 
budget, but the CAG spends Rs 18 crore ( 
railway audit and Rs 7 crore on defend 
audit! Why should there be such i 
imbalance? Nobody knows and nobody evi 
in parliament has the right to ask thequestio 
The Audit Department is full of su( 
anomalies. 

Audit or[, 

subject to peer review, toensure quality. Tl 
following quotation from Covernmr 
Audititing Standards' common 
known as the Yellow Book and widely 
in all parts of the world, published by tl 
US General Accounting Office, will give 
idea of the American practice about 
review: "Each audit organisation conductii 
audits in accordance with these standai 
should ...undergo an external quality conti 
review.” 
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The corresponding passage in the Indian 
IRAQ’S publication, AuJiling Standards 
Hiblished in May 1994 reads like this: ‘The 
lUdit organisation should have an appropriate 
ntemal control system and should adopt 
)olicies and procedures to review the 
sff ieicncy and effectiveness of its own 
ntl^al control systems and procedures*', 
rhere is not a word about external quality 
;ontrol review. Without peer review, 
larliament and the people will not be able 
o know if the CAG is doing his work 
iroperly and in time. 

There is now no way of knowing whether 
here are financial irregularities in the Audit 
;)cpanmcnt. A few months back in New 
inland the comptroller and auditor general. 
ITChapman had to resign because he clai med 
ravelling expenses from government for 
iome journeys he made in Europe that were 
jmonal. 

rhe audit budget this year is lor Rs 415 
rorc. One-tHird of this is for accounting 
vork done lor the state governments. 
Together the state governments spend as 
nuch money as the central government docs, 
iut the accounts of many of the slate 
lovcrnmenis kept by the CAG are in an 
ippalling mess, full of serious errors which 
ead (o fraud. 

A report by a committee under the 
hairmanship of S L Shakdher in March 
993 shows that there arc mountainous 
irrcars in the maintenance of the accounts 
)f state governments and the submission and 
iisposal of the CAG’s audit reports. The 
ommittec itself was appointed m very 
)ccijliar circumstances. The last paragraph 
)! Auditing Standards referred to earlier 
lays I hat “adequate, prompt and proper 
oliow-up action in the light of audit 
onclusions will enhance the cfleclivcncss 
pU^kdit and promote public accountability", 
fhe whole of the Shakdher Committee report 
:learly shows that this is not taking place 
lit ail in India. 

The absence of any review of the working 
it the Indian Audit Department since 
ndependence and its total immunity Irom 
external audit and peer review have resulted 
n serious problems that prevent it from 
arrying out its constitutional functions 
iropcrly. This has received very little public 
‘ttention but has been known to the CAG 
ot a long time. 

A retired deputy CAG has written the 
|i^(ory of the Indian Audit Department in 
our volumes, with a foreword by a former 
"AG, T N Chaturvedi. In this book there 
^ a chapter of 48 pages with the title 
Summing Up* which gives an alarming 
Picture of the confusion and chaos in the 
^udit Department which have increased 
unsiderably at^er the publication of the 
Strangely enough Chaturvedi 
^letely agrees with the conclusions of 
historian of the Audit Department, 
lore surprisingly, nothing has been done 
) solve any of the problems described in 
book. * 


According to the author, the government 
(bofh central and state) ignores audit. He 
finds the situation so intolerable that he says 
that the neglect of audit by government 
"threatens to undermine the whole sy.stcm 
of accountability** and he considers it "the 
most strange and puzzling phenomenon of 
the Indian democratic system**. Sixty per 
cent of the audit reports of the central 
government arc not examined by the Central 
Public Accounts Committee. Nobody knows 
what has happened to such u well known 
audit reports as the one on the purchase of 
the Bofors guns. In the state governments 
the examination of the audit reports is in 
arrears sometimes by 10 years or more. The 
CAG used to attend the meetings of the State 
Public Accounts Committees and hold 
discussions with state finance ministers in 
curlier years. But he has given up all this, 
which has contributed substantially to 
governments ignoring audit. 

India is one of the few countries in the 
world where there arc no prescribed dales 
tor the submi.ssion ot the annual accounts 
and audit reports to the central and state 
legislatures. A recommendation by the 
Administrative Reforms Commi.ssion which 
was accepted by the government for 
prescribing dates for accounts and audit 
reports was ignored by the CAG. with the 
results described earlier. 

The range of functions perlormed by the 
Indian CAG is unique in the world. He audits 
the transactions of the central and state 
governments (amounting to nearly 
R.s4.00.()0() crorc a year), maintains the 
accounts of the state governments, include 
mg maintenance of Provident Fund Accounts 
of millions of government employees. The 
CAG personally has to approve about 150 
audit reports annually, each consisting of 
2(K) to 700 typed sheets on the average in 
a span of less than four months - a nearly- 
impossible task. 

Bewildering as all this is. it is nothing 
compared to the problems arising out of 
inadequate attention given to audit. 
Compared to developed countries, there is 
more fraud and corruption in many of the 
developing countries and India i.s no 
exception. In the developed countries, there 
1 $ greater emphasis on value-for-money audit 
and lesson regulatory audit. India is copying 
the developed countries by giving more 
importance to value-for-moncy audit and 
neglecting traditional regularity audit. But 
in Indian conditions it is suicidal to neglect 
regularity audit which is the only way to 
bring out the miscellaneous financial 
irregularities so common in most government 
offices in our country. The neglect of 
regularity audit is costing government 
thousands of crores of rupees annually. This 
has gone unnoticed and should be of serious 
concern to parliament. 

As a third of the work of the CAG is 
keeping the accounts of state governments 
and is of a technical nature and is not done 
efficiently now, it is clear that the next CAG 


should be professionally qualified in handling 
accounts. The CAG is solely responsible for 
keeping the accounts of nearly Rs 2,00,000 
crore annually spent by the state 
governments. The country needs a new CAG 
who is a thorough professional, able to solve 
the frightful mess in audit and accounts. 
reorgani.se the Audit Department and make 
its functioning transparent. 

So far in India there seems to have been 
an understanding that the CAG should be 
selected from among the ranks of secretaries 
to the government of India. The last three 
CAGs were secretaries, but with no 
experience in accounts and very little in 
financial management. During the days 
before independence the selection of the 
auditor general used to be made in an 
altogether different way. Early in rhetreareer. 
officers of the Indian Civil Service with a 
flair for financial and accounting work were 
transferred to the Audit Department at the 
level ot deputy accountant general. They 
worked their way up and the best of this class 
of officials was appointed as auditor genera). 
like t|ie famou.s Maurice Gauntlett. 

The present practice of appointing retiring 
IAS secretaries unfamiliar with audit and 
accounts as a result of political pre.ssure has 
re.sulted in the colos.sa) mess in the Audit 
Department and the decay of accountability. 
If anyone still insists that a retiring 
government secretary is the idea) candidate 
for the job because in Britain normally 
permanent secretaries are given the job, it 
will be useful to remember that the present 
British C and AG, Jonn Bourn wa.s not a 
permanent secretary at the time of selection 
and that in the House of Commons there was 
a strong demand that the C and AG should 
be selected from within the National Audit 
Office. In mosicountrics only professionally 
qualified persons are appointed to head the 
Audit Department. Charles Bowsher in the 
US and Dents Desauiels of Canada are good 
examples. In Pakistan the auditor general is 
a member of the Pakistan Audit and Accounts 
Service. 

In other departments that deal in accounts 
like the Defence Accounts and Railway 
Accounts, the departmental head is invariably 
drawn from within their own ranks. This is 
not so now in the Audit Department. 
Considering the fact that immediate 
organisational and technical changes are 
necessary in the Audit Department if it is 
to do the work expected of it by the 
constitution, let the retiring IAS job-seekers 
give way to a younger officer of the Indian 
Audit Department to occupy the post of 
CAG. It is irrelevant if he is a government 
secretary or not. Three IAS officers have 
occupied the post one after another. Let the 
officers of the Indian Audit Department have 
their turn, for a change. 

The process of selection of the CAG should 
not be secret as it has been in India, unlike 
in other countries. National interest should 
prevail over service rivalries and individual 
ambitions. 
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BIHAR 

A Vote for ^Social Justice’ 

A K Roy 

The term * social justice * which Laloo Prasad has made his own is not 
merely a sentiment, nor has it anything to do with the caste issue. It has 
today emerged as an ideology to mobilise the productive forces. 


VOLTAIRE wrote that three types of ‘men’ 
lived in France; men, women and clergymen. 
In Laloo Prasad’s Bihar live two types of 
men. commonfolk and gentlefolk. The 
election result is being seen as the defeat ot 
the latter. This has created a furore. Many 
arc upset. The first term was taken as an 
accident, a second term is beyond 
explanation Even the media is unhappy All 
Its predictions have gone wrong. Once 
Gokhale said “What Bengal thinks today. 
India think.s tomorrow.” Times have changed. 
Now what happens in Bih<irtoday will happen 
in India tomorrow Hence the anxiety 
What is more the victory is sweeping and 
convincing. TTic Janata Dal has got absolute 
majority adding as many as 41 seats to its 
previous tally ol 123 in the house of 324 
wherein elections were held for 319 scats. 
The Bharatiya Janata Party has a total 42 
scats The relative strengths of the chief 
minister and the leader of the opposition in 
the new assembly would be m the ratio of 
164:41. ThcCongress(l) is wailing after being 
reduced to a poor third, losing 29 scats The 
left as an ally of JD improved its position 
marginally hut with decreased importance 
and increased dependence, while the defiant 
CPKML) has failed to cross the boundary 
ot SIX The Jharkhand parties also stand 
demoralised and the belated talk of unity is 
more in the interest of posts in the rcccntly- 
bom Jharkhand Area Autonomous Council 
(J A AC) than for the future ol the movement 
The election was unique It t(K)k place in 
five phases after the schedule was changed 
three times The election continued for more 
than a month and counting took more than 
a week. On one side T N Seshan hired Punjab 
commandos to protect the election process, 
on the other the Naxalites used guns to halt 
the process. However, Bihar politicians 
proved that they were more cunning than 
either. Even while adhering to the model 
code of conduct all the old practices 
continued, which of course included 
‘peaceful’ bogus voting. But the problem 
arose as it did not remain a one<sid^ affair. 
The pro-Laloo front competed well in this 
art also which once used to be considered 
the exclusive art practised by the opposition 
to compensate shortfalls in votes. This upset 
ail calculations and the anti>Laloo front lost. 
So the opposition has reason to feel aggneved 
and the leader of the opposition had sufficient 
reason to accuse the government of large- 
scale interference in l^ election process in 


his maiden speech on the motion of thanks 
to the governor. 

The election was unique in other aspects 
also. It showed that the people of Bihar were 
more capable than the political leaders. 
Political parties set up numerous candidates 
but the people silently eliminated the less 
desirable which included even the unfair 
half of the ‘fair lady’ of Vaishali who 
contested in three constituencies The people 
were also harsh on independents reducing 
the numbers who won to 10 and also to those 
who floated overnight a new organisation 
like the ‘Vanachal Mukti Sena' because they 
were not given tickets. The people were also 
not kind to those with family connections 
except for the son of a tribal leader in a safe 
constituency in Dumka of Santhal Parganas. 
Money, of course, played its usual role, but 
muscle power was present in the background. 
One can only wonder if things will be difficult 
after photo identity cards are issued. T N 
Seshan is no match for the Bihar politicians, 
hut the people are. 

On the face ot it no set ideology had its 
sway in the recent election. In that way it 
was the most non-political election where 
only individuals counted The Congress(l) 
was afraid to unfold it.s newly-acquired 
philosophy of economic reform and 
globalisation. Even alter mobilising both 
‘Ram* and ‘Ravan’ of the TV scnal the BJP 
could not create a Hindutva wave. Though 
in Bihar, theoretically, the left has the most 
organised panics, l^th a.s allies of and 
opposing Janata Dal. no ideology ot the left 
variety not even 'market socialism’ was put 
before the people as the alternative way. T3ic 
sizeable organised working class of Bihar 
could not leave its impnnt on the election, 
except as a weak auxiliary force, even in the 
industrial belt. But what surprised many was 
that the Jharkhand issue could not become 
a factor even in the Jharkhand area and the 
JAAC agreement was not even senously 
debated among the people dunng the election. 
Not only the Jharkhand panics but even the 
JAAC has lost weight after the elections. 

Many theories have been Boated toexplain 
the victory. The most popular amongst them 
is the caste theory - that the most backwards 
rallied around Laloo. But why should this 
have happened when there were so many 
other options? The Congress(I) installed a 
minority leader as its president in Bihar but 
that failed to lure them over. Similarly, neither 
'Lob* nor ‘Kush’ sided with the Samata 


Party despite its open campaigning on 
line although it should have garnered 
suppon from kurmis and keoris, enou 
defeat Laloo Prasad without of c< 
bringing victory to Nitish Kumar. Ther 
no dcanh of yadav leaders. UP is biggei 
Bihar. So Mulayam should have been 
than Laloo and more attractive. Bfl 
result was different. Even the veteran > 
leader of Bihar now in the central ca 
whose call once mobilised the yadavs < 
state lost ground after campaigning 
Laloo Prasad. Neither were the ra 
attracted by the Bihar people’s party 

Does it mean that Laloo Prasad has 
due to negative votes and so is a temp 
phenomenon? The answer is a qualified 
There is a pattern which has emerged h; 
great potentiality for the future. Ele 
strategies are now being based on commi 
caste, region or ethnicity.’The commi 
tried to interpret this guided by 
economic categories. They all failed to 
much headway at least in the Hindi heai 
despite many resolutions, the latest one I 
fromAmntsar The Bihar elect ion has si 
a much simpler picture with social 
economic inequality, caste and clas 
interwoven. Indian society is broadly di 
into two categories: productive 
unproductive .segments, the former I 
the dormant majoniy and the latter r 
dominant minority The two categ 
generate two kinds politics The prodt 
forces arc the natural constituenc; 
secularism, social justice and national 
while the unproductive lorccs, the pa 
cla.ss tends towards communal 
con.sumcrism and disunity So in the i 
and cities where the parasitic class domi 
the BJP could win in a big way while i 
rural areas and the industrial belt wit 
productive forces voted for Laloo who! 
as a mobiliscr for this polarisation an 
ruling class helped by attacking him 
wrath of his adversaries was the bi; 
strength of Laloo Prasad The produ 
forces are always in the majoritv 
antagonistic to the parasitic ruling cla^ 
have remained dormant for long. The 
for social justice has awakened them 
the present difference. 

The term ‘social justice’ which L 
Prasad has made his own is not men 
sentiment, nor has it anything to do 
‘casteism*; but it has emerged as the clc 
ideology in the election and has acted 
material force, in combination with the 
The anti-Laloo front has no ideoloj 
binding, no political commitment, no poi 
even, except getting more seats. Withd 
ideological edge all these political 
became alike and round like potato (‘ii 
and in the battle Laloo easily devourc 
these apolitical ‘aloos’ and won. Buff 
the second and perhaps the last chance g 
to Laloo Prasad to bring about socio-pol^ 
change to go with the psychological ctit 
he has brought in. 
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Chirac: Resurrection for Whom? 

rederic Oairmont 

1 no other country does the bourgeoisie act so swiftly and decisively, when 
tfifrceives itself to be threatened, as in France and, in the absence of any 
uthentic left opposition, Chirac today sits atop a political pyramid that is 
nquestionably solid. But that solidity has to be viewed in the context of 
lobal forces in which a bourgeois France and its political bosses remain 
isignificantly minor players. 


•N the news of the prophet's resounding 
iumph, the faithful hollered ecstatically; 
Its a resurrection. He is resurrected.” The 
iving mob were not reborn Christians 
blowing their adoration to the second 
jming of Christ the Redeemer; but rather 
ijlicirdesignaicd bourgeois political prince- 
ng whose tenure of office is seven long 
linlcrrupted years. Chirac and his class 
ive now grabbed the most prestigious 
iTice that the bourgeoisie and its state 
)paratchiks can confer on one of its breed. 
In no other country does the bourgeoisie 
:t so swiftly and decisively when threate- 
id, or perceived to be threatened, as in 
ranee, llie ranks of the politically divided 
iling class were closed, like a clam, when 
e threat of even an innocuously timid Jospin 
omed on the horizon. From 20 per cent 
■ the total vote to a seizure of the command- 
ig heights of state power is no accident. A 
lulti-million dollar razzle-dazzle presi- 
:ntial election fought with all the blitz, 
tnache and gimmickry of an American 
esidential road show paid dividends. The 
>fce of money politics alone however docs 
>t explain his accomplishment. 

omage must be rendered to Chirac. He 
one of the supreme international political 
s and has successfully clawed his path 
the summit over the last three decades - 
slickest of Tammany Hall politicos to 
the lingo of the New York political 
lachinc. He has been around a very long 
me. His deft political footwork straddles 
c Fifth Republic, born in 1958 
nintemiptedly since I960 he has been 
attling in the ring, and at rimes he has been 
shed to the ropes. 

What matters is that he has survived the 
tie ofthe sewers and indeed has flourished 
none before him has done. He has been 
nmc minister twice. This was his third 
nge into the presidential race. This time 
scrambled to the top of the greasy pole, 
president in the history of France, since 
advent of de Gaulle, has ever acquired 
:h overwhelming power, in large part due 
a constitutionally rigged voting system, 
lains to be seen of course whether his 
^arisma and tenacity will prevent him from 
ng pushed to the wall when the tide of 
^ents changes. 

Chirac's reign cannot be compared to that 
f Francois Mitterrand who did not control 


the state powerhouse save in the early part 
of his corrupt grafi-ndden presidency - and 
that in a wobbly and indecisive manner. It 
was a regime of ‘cohabitation' as it was 
labelled, that is a melange of every kind of 
political dealing and wheeling. The highly 
honed Chirac electoral machine has begun 
with a gigantic growl - at least politically 
~ under the most auspicious of conditions 

The numbeis tell the story; Chirac's 
party (he was the founder), the Gaul list 
Rassemblement pour la Republique (RPR) 
and its ideological bed mate, the Union pour 
la Democraiie Francaise (UDF) now has rhe 
Elyscc presidential palace firmly in its guzzle: 
480 seats in the National Assembly out of 
577; a crushing 78 jier cent control of the 
Senate; control of 21 of the country’s 22 
regions; and 77 per cent of the 95 mainland 
departments. What more could any politico 
pray for'^ 

This is the kind ol political power that 
bludgeoned, battered and bankrupt politicos 
like Clinton, Berlusconi, and Major could 
onlydreambf. What Chirac’st)oiitical power 
grab encapsulated was the imperative of 
giving a face lift to a socially .stricken social 
ordn What if confirmed was the age-old 
bourgeois principle staled with such 
staggering clarity by one of the master 
political gulagistsof the US. Henry Kissinger, 
one of the prime generators of the Chilean 
(and Vietnamese) holocaust. “I don’t see 
why we need to stand by and watch a country 
go communist because of the irresponsibility 
of its own people.” 

In short the ‘masses' arc entitled to any 
regime of their choice as long as they do 
not translate into policy the Proudhonlan 
proposition that ‘property is theft’. In the 
case of 62-year old Jacques Chirac, big 
moncy^ has rocketed to power a super- 
oiganised impresario whose entire career 
has been unwavenngly devoted to the defence 
and vested interests of his class. Indeed, one 
whose class roots inspires intoxicating ecstasy 
by his promoters. 

The politician and his class origins are 
inseparable. By birth a Parisian, he is a 
graduate of the illustrious secondary school: 
le Lycec Carnot. His father was chairman 
of the board of the Dassault Aircraft Cor¬ 
poration; his mother from a renowned family. 
As in the case of so many bourgeois careerists 
he graduated from the Ecole des Sciences 


Politiques. Subsequently, he was granted an 
American scholarship for graduate studies 
at Harvard. There is no proof, unlike in the 
case of so many others, that he was pulled 
into the CIA network; but indubitably it was 
there that the American political caste first 
appreciated the qualities of the budding 
political climber who proved to be one of 
the most indefatigable protagonists ol their 
interests. 

In the upper echelons of power marriage 
in France, as Honore de Balzac reminds us 
again and again in the Comedie Humame, 
is a marketable commodity transacted 
between buyers and sellers The stakes are 
high. A mamage has use value and exchange 
value, in 1956, Chirac married into one of 
the nchest of France’s aristocratic families 
His wife Bernadette de Courcel belongs to 
the 5(X) nchesi families in France. Her social 
and financial tentacldi, and (hose of her 
family that were implanted in the leading 
banks and several public offices, were assets 
in a treasury to which the young Chirac was 
not oblivious. 

Unlike Clinton who opposed the Vietnam 
butchery - it was the only morally dignified 
choice in a sordid career that he had ever 
made - Chirac joined the French army - as 
an officer of cour.se - that proved the grand 
liquidator of a million Algerian lives. 
Chirac’s lies with the Military Indu.sirial 
Complex have always been ol the most 
intimate. In 1958, upon his reiurnio France 
and in view of his impeccable military 
prowc.ss. he was despatched by the political 
caste to attend the Ecole Nationale de Droit 
et d’Administration. 

It was yel another manifestation of his 
social acceptability It is the highest of party 
schools. Us current ruling ideology is that 
of economic liberalism Its graduates are 
political commissars in the service of an 
established political and corporate credo that 
is the antithesis of democracy. In short, he 
became an Enurque as did Jospin, Rocard. 
Bahadur. He was now propelled into the 
ranks of a senior civil servant. Another vital 
rung of the ladder of power had been scaled 

From then on thanks to the protection of 
Georges Pompidou (de Gaulle’s prime 
minister and one of the leading managers 
of the Rothschild dynasty) his advance was 
unstoppable. Money, v^hich had never been 
an obstacle to his advance, was lavishly 
available Thesobnquel ‘bulldozer’ was not 
inappropnate to describe the drive of this 
frenzied politico on-the-make that tolerated 
no obstacle in his climb up the greasy ptilc 
His election to the National Assembly in 
1967, his subsequent prime ministerships 
and not least his grab of the mayorship of 
Paris, were c.s.sentiat ingredients that wont 
into the making of his ultimate conquest. 

What Marx and Engels said in The 
Communist Manifesto i.s greener today than 
it ever was: “the executive of the modem 
state IS but a committee for managing the 
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affatrs ol the bourgeoisie*^. That genial 
utterance underlines the class function of the 
.state: and is of particular relevance to the 
party, the party's commissars and the 
bourgeois state inherited and now managed 
so zealously by Chirac Inc. In the person of 
the new president, a rapacious French 
bourgeoisie has found an extremely vigorous, 
highly organised creature from among their 
ranks. The sheer driving power of that man 
and his handlers cannot underestimated. 

His political accumulation has been 
massive and unprecedented. Still relatively 
young — judged by past presidential 
benchmarks — he and his handlers now 
have seven years before them. Notwith¬ 
standing his extravagant populist rhetonc 
about 'democratic change*, his unbendable 
goal has always been, and remains, the 
consolidation of his class, and the system of 
which he has always been the prime 
beneficiary. 


ANATOLY CHUBAIS, the deputy prime 
minister of Russia, was in Washington in the 
last week of April 1995 on his official mission 
to arrange for rescheduling of Russia's debts 
and to get more funds from the IMF and the 
World Bank. He was aware that the western 
countries and the international financial 
institutions, in particular, may oblige him il 
he gave an optimist ic picture of the improve¬ 
ments in the Rus.sian economy. To achieve 
this task he did his best at the National Press 
Club m Washington in his meeting with the 
international press on April 27, 1995. 

In his view, quantitative improvements 
were visible in the Russian economy. His 
arguments and contentions were as follows. 
By April 1995 about 60 per cent of the 
country's GDP was generated in the private 
sector. Russia has elitered the second stage 
of privatisation, which is quite attractive for 
foreign investors as well. In the first quarter 
of 1995 the inflation rate had come down 
by two-and-a-balf times as compared to the 
level prevailing in 1992-93, and by the end 
of 1995 the inflation rate i.s expected to go 
down to 2 per cent. A sharp declining trend 
in the exchange rate of the ruble prevailing 
in the autumn of 1994 had been arrested and 
it is getting stabilised at about 5,000 rubles 
per US dollar as a result of increase in 
reserve of currency fund, which is being 


One of the trails of capitalism is its changing 
nature. This is most manifest tn the banality 
of the concentration of corporate capital or 
what I have designated as the 'Global 
Economic Gulag'. In the ab.scncc of 
countervailing political power the Corporate 
Gulag is surging forward at a cataclysmic 
pace. France as the world's fourth major 
industrial country is one ot its components. 
For the corporate masters of the Gulag, 
Chirac and his devotees will be deployed to 
service their interests. They will be retained 
on the provi.so that corporate big-moneyed 
interests are served. 

What this adds up to is that Chirac, in the 
absence of any viable and authentic left 
opposition, sits atop a political pyramid that 
is unquestionably s6lid; but that solidity 
Itself must be studied within the context of 
global forces in which a bourgeois France 
and its political bu.s.ses remain insignificantly 
minor players. 


monitored by the Ru.ssian government. In the 
budget of 1995 efforts are made to control 
the deficit and intlation. He added (hat there 
were no bureaucratic controls over domestic 
prices. Moreover, price controls Idr mo.st 
export product.s including oil and other 
energy products were liberalised In short, 
while many ia.sks he ahead, Russia is clo.se 
to achieving financial .stabilisation 

There were several correspondents and 
representatives from the Russian and western 
papers such as Izvesiiva, Segiuhna. Moscow 
News, Radio Liberty, etc. who asked 
questions and wanted to know more about 
the views of Chubais on many current 
situations in Russia. During my stay in 
Washington at the Kennan Institute for 
Advanced Russian Studies I availed of this 
opportunity lobe pre.sent and to ask questions 
on the Ru.ssian economy. Some of the is.sues 
on which views were sought were* western 
response to Russia's debt rescheduling; cost 
of war in Chechnya: US assistance to Russia: 
privatisation; conversion of defence indus¬ 
tries to civilian economy; relations between 
the centre and the regions; and so on. 

Replying to the question of rescheduling 
of debt and western assistance to Russia. 
Chubais opined that there was no unified 
western response on this issue till then and 
that he was hopeful of western assistanc'e. 


Russia was looking for an airangetneni 
resciieduling debt not an annual basis 
on a medium-term basis, that is, repaym 
after two or three years. He was confid 
that by 1997-98 Russia will be able to re| 
debt at the rate of $ 14-16 billion per yt 
In regard to western aid and invest!^ 
Chubais asserted that Russia was no m 
in need of humanitarian aid which \ 
necessary in 1992. At present the Russ 
market is filled with goods though mucf 
il IS imported. But what Russia urger 
needs at pre.sent is large investment, techn: 
assistance in the form of managerial traini 
and legal advice and a framework 
managing property nghts since Russia 
at present 4()million shareholders who w 
to defend their interests. 

On the issue of Russia’.s war in Cheehn 
which he considers u great tragedy. Chul* 
observed that real changes were taking 
and iilc was returning to normal in that | 
of the countrv People who had fled 
region were returning Basic amenities s 
as electricity and water were available , 
so also medical assistance to the people.' 
Russian government ensuicd payment 
salaries to the peupic who were denied ii 
the lixal governnieni tor quite .some ii, 
He, however, had a dig with some ot 
elite papers in Russia which exaggerated 
co.sl ot war as running into $ 5 hi I i ion in Hi 
months. He was sure that the Russ 
government would be able to rc.slore lih 
Chechnya within the budgetary allocar 
for the region by the Duma lor 1995 
added that the Russian government I 
increased the miniimim wages of Ru.ssi 
to 43,0(X) rubles per month 

On the question ot privatisation : 
conversion ol dcicncc enterprises to 
civilian economy. Chubais noted thaf 
Russian government was lully support 
privatisation. In the second stage 
privatisation. imfKiriant industries such 
oil, gas.gold.ctc. are being pnvatisedthioi 
auction. In this process several iiuss 
commercial banks from which the govc 
ment IS able to get loans will he getting 
to own shares and establish ownership ngl 
The government hopes that the second su 
of privatisation will eliminate monopo' 
and create conditions lor competition aim 
enterprises. In regard to the conversion 
defence indu.strics to the civilian econor 
for a large number of dclencc units out 
has been going down during the last twe 
three years. Government orders lor tli 
products have declined by four or five tirr 
which is a positi ve development. The diffit 
task of restructuring is taking place in ih 
units. The situation is nut bad in su 
cases. He cited the case of the Uralnij| 
engineering plant in which ci vilian product 
has been increasing to ahtmi .5<) per cent i 
where government orders for defence iie 
have declined. On u specific question ah 


Russian Economy: Itarning the Comer? 

R G Gidadhubli 


Anatoly Chubais, the deput\^prime minister of Russia, was in Washington in 
April to arrange for the rescheduling of Russia \s debts and to raise more 
funds from the international institutions. To achieve this he did his best to 
present an optimistic picture of the Russian economy at the National Press 
Club, hut his audience may not have been convinced by all his contentions. 
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the share of foteigners in Russia’s capital 
stock of private ownership, Chubais stated 
that it was about 10 per cent of the total and 
that the US and Germany arc the leading 
countries. He added that some of the 
American firms were also actively paitici- 
ing in the restructuring of production of 
privatised Russian enterprises. 

While Chubais’ intention to portray a 
picture of the Russian economy which is 
turning the comer for positive development 
was understandable, it is doubtful whether 
the correspondents in the National Press 
Centre or western policy-makers were 
convinced of ail his arguments and con¬ 
tentions. It may be worthwhile to look into 
some of the issues. 

The primary concern of Russia at present 
is inflation. On this issue, contrary to Chubais' 
contention, according to several independent 
groups such as Planecon, Vienna Institute, 
OECD, etc, which are monitoring Russia’s 
economy, the inflation rate for 1995 could 
be abodt 100 to 300 per cent. As per the 
estimate of the noted Russian economist 
Pavel Bunich, Russia’s overall inflation in 
1995 could be 100 per cent {Lileratumaya 
Gazeta Moscow, No 13, March 29, 1995) 
which, however, could be an improve¬ 
ment over,the hyper-intlationary trend in 
1992-93. As regards the hopelul signs in the 
first quarter of 1995, despite a general 
declining trend in the inflation rate, in the 
non-productive sector the inflation rate has 
remained high. Moreover, it is not clear 
whether inflation has come down for the 
basket of goods of mass consumption. There 
has been a cyclical trend in the inflation rate 
during the last three years. As perGoskomstat 
(State Statistics Department) of Ru.ssia, 
negative social effects were prevailing in the 
"^irst quarter of 1995 with a fall in the real 
income of the population, which could mean 
that the inflation rate might have come down 
mainly with respect to goixis of luxury and 
comfort that are anyway beyond the reach 
ot common man in Russia. 

Apart from this, as observed by Evgeni! 
Vasilchuk m his analysis in the Izvestiya 
Financial Supplement ddlc6M3Tch 16,1995, 
there are certain negative tendencies in the 
Russian economy during January-February 
1995. The index of industrial production 
was -4.8 per cent, retail trade turnover was , 
-7.2 per cent and GDP growth in current 
prices was 4.5 per cent as compared to the 
last quarter of 1994. Equally alarming is the 
fact that industrial investment in Ru.ssia bv 
all forms of ownership has gone down by 
28 per cent in January-February 1995 in 
comparison to the corresponding period in 
1994. This could be partly due to the huge 

Iter-enterprise debt running into trillions of 
rubles; a break in economic ties among 
enterprises resulting from the collapse of the 
Soviet Union; the inability to re-establish 
linkages on market principles; the prevailing 
critical situation in Russia's banking .sector, 


and so on. According to Moscow's paper 
KommersanhDaiiy ot' April 11, 1995, the 
number of insolvent banks was growing due 
to their risky credit policies. In the first three 
months of 1995, licences of 41 banks were 
revoked and 100 cases were under con¬ 
sideration. in 1994 only 65 licences were 
revoked. Hence this should be a matter of 
great concern for the Russian leadership. 

Chubais' statements on the situation in 
Chechnya may not convince western circles. 
Life may not become normal unless durable 
peace is restored in Chechnya, but Yeltsin’s 
temporary cea.se-fire offer of April 28,1995 
has been disregarded by the Chechens. 
Besides striking back at Russian troops, the 
rebel forces would like to embarrass Yeltsin 
on the eve of his meeting with 50 heads of 
nations in Moscow. According to western 
analysts, guerrilla war may last for months 
or years. Moscow is under pres.sure from the 
west to find a permanent peaceful solution 
which may not be fca.siblc immediately. In 
the meantime a lot of resentment is expres¬ 
sed in the west. The New York-based Human 
Rights Watch has urged the American 
president Clinton to condemn Russian 
atrocities in the war, and this group has 
suggested further disbursement of a $ 6.8 
billion loan to Mo.scow by the IMF to be 
conditioned on ending the war {The 
Washington Post, April 29. 1995). There 
were also pressures on Clinton to cUncel his 
proposed participation in the allied victory 
anniversay celebrations in Moscow in the 
second week of May 1995. 

I n contrast to t he statement on the Chechen 
issue, Chubais' contentions on Russia’s 
privatisation were relatively more con¬ 
vincing. Russia has recorded substantial 
progress with regard to privatisation in 1994. 
But much of privatisation of industries has 


meant disiribution of shares to workers and 
other employees, managers, etc. The 
government still retains part ownership of 
these enterprises. The style of management 
and functioning of the enterprises have not 
changed much. Moreover, monopolistic and 
oligopolistic tendencies .still persist. This 
notwithstanding, the second stage of 
privatisation is going to be crucial forRussia 
as rightly stated by Chubais. Russia urgently 
needs money to carry out the costly venture 
of economic transition which also involves 
large-scale modernisation of the outdated 
technology used in Russian enterprises. 
Moreover, failures in economic policies have 
drained off the resources ot the government. 
To meet the financial needs of the country 
the Ru$.sian president has issued a decree. 

About measures to ensure guaranteed 
income to the federal budget from privatisa¬ 
tion in 1995'. Under this decree a portion 
of shares of key industries are to be sold 
(Nezavisunaya Gazeta. Independent Paper, 
Moscow, March 22. 1995). Some of the 
important industries to be privatised are 
the following - 'Rostelekom' 15 per cent; 
'Svyazinvest' (communication industry) 25 
per cent; ‘Norilsk Nikel* (nickel industry) 
38 per cent; goldmining enterprises-full; 
enterprises of defence production and atomic 
energy complex not producing defence 
equipment - not less than 25 per cent. This, 
however, relates to the 25 per cent portion 
of the capital stock that Goskomimushestvo 
(the stale committee for property) holds in 
all Russian enterprises, which is to be sold 
by auction through the Russian Federal 
Propeny Fund. It is reported that the Russian 
government is expected to take expeditious 
measures for selling stale property, not only 
those mentioned above but also other 
municipal and agricultural enterprises. A 
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tocal sum of 24 trillion rubles (that is about only in enacting laws but also in imple- for investment capital in Russia from $ 50( 

i2>t5 billion dollars) income is expected, mtenting economic policies, and hence even million in August 1994 to S 25 million ii 

Privatisation ofoil and gold mining units are in the task of privatisation of key branches January 1995. Moreover, in comparison t< 

to bnng the major share of income to the of industries located in their regions. Thus 1994 Russian shares have become costlie 

government. In pursuanceofthis the Russian differences between the centre and regions and hence western investprs may evaluate 

oil company Lukoil will float shares reserved may come up. net advantages in actively participating n 

for foreign investors in May-June 1995 to The role and contribution of the Russian Russian privatisation vis-a*vis other Cl! 
get at least $ 300 million. Most ofthis will hanking sector, part of which is itself in a countries or cast Europe. For instance 

be u^ed for technical equipment, rebuilding financial mess, may be highly limited in the Uzbekistan is also attracting western capita 

refineries and repayment of government ta.sk ol 'money pnvatisation’. Even some of in its oil and gold mining industries witl 

debts. Chubais, who is considered to be the the leading banks, which are relatively sound, government guarantees for foreigi 

fath^ figure of Russians privatisation, is have expressed their inability to come forth investment and added political stability 

reported to head the state committee for the with the required huge resources for buying Hence it may not be a cakewalk for Russii 

formation of income for the federal budget^^ all the stocks Moreover, in the absence of to get western commitment in full measure 

from privatisation. stable market relations it may be too early But considenng the huge potentialities o 

The newly emerging private banking for Russia to establish links between banks. Russia and its large market Chubais hope 

industry IS taking an active role in Russia’s industry, and government which are well to achieve his assigned task by offering blui 

privatisation. As reported in the Moscow developed in countnes such as Japan and chips to the west, 

daily paper Segodnya (Today) of March 31. Germany Hence the Russian government l^e task ot Chubais is partly made easie 

1995, the Consortium of Russian Bankers has no alternative but to seek external by the positive response on the part of th 

has offered its services and co-operation to financial support for a successful second IMF m appreciating Russia’s efforts ii 

the Ru.ssian government in this task. Besides stage of money privatisation. Chubais hopes economic transition and ofienng a stand-b; 

the participation of the domestic capital that the west may be able to come to Russia's credit of $ 6 8 billion to support Russia* 

market the Russian government will be help in this regard. economic stabilisation and reforn 

looking forward to foreign participation and While Russia’s second stage of programme lor 1995 April 17 

institutions in Russia’s second stage of privatisation isquitecruciai. its success much 1995) Being aware of several shortcoming 

privatisation. Chubais' visit to Washington depends upon political and economic stability in Russia’s policies and constraints unde 

may further facilitate this objective in in the country. As reported in ihe Russian which Russia is pushing forward thi 

attracting American capital participation, paper of March 24, 1995, western economic experiment, the support o 

which may also enable Russia to get much investors expected in Russia not only international organisation^^ such as the IMl 

needed advanced technology and managerial dependable and attractive shares as capital is a clear indication that the stakes are higl 

skills for the modernisation of Russia's stock but also a stable exchange rate This tor the west to ensure Russia’s successf^u 

economy. observation was possibly made particularly transition to a market economy am 

The second stage of privatisation is in the context ofdccline in the foieign demand integration with the world economy, 

significant for political considerations as 
well. Elections for the parliament arc 
scheduled to take pLace in December 1995 
and for the presidentship in the middle of ^ 

1996. The democratic parties in the present 
coalition government and Yeltsin in particular 
would like to show progress in theireconomic 
policies to enhance their chances of success 
in the intense political game that lies ahead 
in Russia. 

Even as the outcome of the second stage 
of privatisation is yet to be seen, some 
reservations are expressed. A few Russian 
analysts feel that the government may sell 
substantial shares in key industnes cheaply 
which may not be in the best interest of the 
country. Russian commentator Aleksander 
Nekipov of Nezavisima\a Cazeta has 
observed in his report on March 22, 1995 
that being in desperate need of money, the 
government may sell anything as fast as 
possible. He was critical of the Russian 
government’s policy of ‘privatisation for the 
sake of privatisation’ as a quantitative basis 
of reform. In other words, the government 
may gamble with the country's wealth and 
economy. Moreover, anii-foretgn bias seems 
to be appearing, and the emerging Russian 
entrepreneunal groups, fearing competition, 
may not wholeheartedly welcome foreign 
participation under the pretext of local 
patriotism. Apart from this, regions aad 
autonomous republics in Russia may exert 
pressure on the centre to .«hare power not 
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Sdence Dynamics, De-GIobalisation 
and Sodal Devdopments 

Dincsh Mohan 


Developments in science and techmylogy in India can only he understood 
in the context of factors influencing the emergence of fundamentalist 
movements, migrations and lack of national self-confidence. 


IN the 1950s the planners and policy-makers 
of newly independent India saw the training 
and development of a scientific and 
technological workforce as one of the 
..essential conditions for protecting and 
maintaining the freedom of the country 
They also considered industrial and 
technological development ot the country a 
precondition for evolving an egalitarian 
society. This resulted in the preparaiion ol 
plans which made self-reliance in science 
and technology iS and 7) an essential part 
of the development process. As a part of this 
process u large numbei i>l scientific and 
technological institutions were estahlished 
belwi^on I ^>55 and I These developments 
made India a leader in sLieiinlic and 
technological fields among the tlnid world' 
count ne.s by t he mid - WK Tli i s a I so c i »n v meed 
the forec.isters that India would beeome a 
ma|or player m international S and T 
developments 

The last 25 years have shown that these 
expectations were optimistie Today, there 
arc many Asian and South American nations 
'^hich are competing with India lor a share 
in the international S and T trade The 
existence of this trained manpower, on its 
own, has not been enough to ensure the 
huilding of an efficient and reliable 
infrastruciurc in the country, it has not 
resulted in high economic growth rates, or 
in a rapid expansion of employment 
opportunities. 

There arc many reasons for these 
unexpected developments. However, here 
we will discuss mainly those is.sucs which 
have to do with development of science and 
technology in India and internationally and 
their effects on social and political 
developments. There is a vast literature on 
the beneficial effects of S and T on stKial 
development and I do not con.sider it 
ncccssaiy to repeat those here It is much 
niore imponant for u.s to take stock of the 
complex interaction of developments }p 
J^ntcmational S and T and their repercussions 
our society. 

Contrary to popular perceptions, 

. technology and scientific research have 
I become less 'giobaf after the second world 


war. The term 'global’ here is used to include 
the rich and poor people within nations, and 
the rich and poor countries internationally. 
The unequal control over knowledge ha,s 
been consolidated by the rich and this has 
resulted in .social and psychological damage 
lo the poor over time. 

Before the second world war, S andT was 
controlled by the Buropcans. the US and 
Japan. Ilic situation remains about the same 
today, with one major difference: earlier the 
public sector had greater control over 
S and T than it docs now. Now the large 
private mullinationni corporations (MNCs) 
ol the laie 20lh century have achieved a 
tremendous influence on .S and T resources 
and also over nation slates. This results in 
S and T policies being influenced more by 
choices made by consumers with spending 
power rather than by the needs of those who 
really have lo escape the conditions of 
crushing pi)verty they arc napped in. 

All this has been accompanied by a change 
111 aspirations ais4). In the two decades 
lollowing the second world war, people in 
newly independent nations like India and 
China and the socialist block in Europe 
actually believed lhal they would one day 
be able to ‘catch up’ with the west in S and T. 
Such hopes and confidence are totally absent 
Irom our minds now Wc arc now convinced 
lhal we are bound to remain inferior’ 
ihnmghoui the lorcsecable tiiture. and that 
all that wc can d<i is to improve our lot 
through better trading practices with the 
west Innovation and onginality, at lea.st in 
the S and T sector, have been relegated to 
the back burner All i»ur leaders camouflage 
this sentiment in the .sentence “there is no 
need to re-in vent (he wheel”. This is a 
sentiment common among the British 
administrators who set up universities and 
medical and engineering colleges in 
colonial India: That there was no need for 
Indian colonials to reinvent the wheel. The 
British believed that there was no need to 
do S andT research in India because all 
original knowledge should only come from 
Europe and therefore there was no place 
for research departments in the Indian 
institutions they set up. Indians, they felt. 


just needed to be trained to apply and 
maintain knowledge and technology 
imported f rom abroad. And now we are back 
to .square one. 

This is not surprising The objectives of 
western hegemony over African and Asiatic 
peoplc.s have remained the same over this 
century. The methods have changed. Earlier, 
power was exercised by cornering and 
holding real estate with the helpof technology 
and by recruiting local collaborators. Now 
there IS no need to actually hold real estate 
in the form of colonics. Power can be 
exercised by establishing loyal 'colonies’ of 
the clitc.s of African and Asian nations 
through their addiction for the 'American 
way of life’ which in turn is controlled by 
a western monopoly over S and T. This new 
colonisation has psychoiogtcal, social and 
economic implications. Some of these arc 
discussed below. 

TcniNOLOGY AND D^-GLOBALISATION 

Over the past two centuries or so the 
S and T propaganda machine has con¬ 
sistently claimed that .scientific knowledge 
is 'universal’ and there are universally 
accepted ways of arriving at the 'truth' It 
further claims that technology is derived 
from scientific knowledge Therefore, it 
follows, all technology must likewise be 
universal in nature In the past few decades, 
philosophers of science have challenged 
both these as.scriions It is now generally 
accepted that scientific knowledge may 
have a ‘univcrsuT quality to it, but what 
scientific problems arc taken up for .study 
IS .something strongly influenced by the 
.societal values and concerns where the 
work IS done. It is also clear that 
technological developments very often 
come before scientific theories arc 
developed. For example, magnificent 
buildings were buill before the arrival of 
computer programmes tor stress analysis, 
locomotives were running before a clear 
understanding of thermodynamics, and 
aspirin was giving relief from headaches 
before the enunciation of pain theories. It 
is only in the last decade or .so that develop¬ 
ments in electronics and biotechnology 
have been inspired by theoretical findings. 

In the case of technological products, the 
issue become.s even more complicated. 
Products are invented, designed, manu¬ 
factured, and u.sed by human beings because 
of felt needs and according to resources 
available in each society MuUtstoried 
building.s had their ongin in rich industrial 
cities. >VTicn these buildings are built in 
poorer societies, the methtnl of construction 
used is different and how the space gets 
used is also very difterem. When modem 
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technological prckkicts originated in the west 
and got cranst'erred to Asian and African 
countries in the colonial cra« the technology 
was international because it originated in the 
west, At that time there was no essential 
difference in the buses, trains, tractors, 
telephones and radios being used in Europe 
and India. In the I95()s the design of the city 
bus running in Bombay and in London was 
exactly the same. This is no longer so. There 
has been a steady a de-globalisation of many 
technological products over the past three 
decades. 

This phenomenon of dc<globa)isation is 
has not been recognised or understood by 
policy-makers. It is quite clear that in the 
years to come some products will have 
designs which will be international and other 
designs which will be very society specific. 
The mix of such technologies may also 
change with time. Unless we recognise the 
dynamics ot this phenomenon, countries 
like India will face serious developmental 
problems in promoting economic growth 
etficiency and promoting social equality. 

Examples of technologies which are 
imemaiional at present arc; curs, aircralt. 
computers, watches, cameras. TVs and 
radios, etc. Examples of technologies which 
are no longer global include: traciors. railway 
equipment, urban buses, .some medical 
equipment road design, agricultural 
machinery, etc. It is true that the latter 
technologies arc no longer global because 
of economic and social luciors They have 
al.so become non-glohal because some tower 
income c<»unirics iLICs) have developed 
indigenous capabilities for manulaciunng 
these products 

Products like urban buses, trains and 
traciors which arc being used in the high 
income countries (HICs) aic now very 
difterent from those being used in LICs. The 
current designs ofthe.se products in LICs arc 
based on technology transfers from HICs 
decades ago. In the intervening years these 
products have undergone major design and 
technological changes in the HICs. These 
products 111 HICs arc now much more 
expensive than tho.se in LICs and also serve 
different needs. Urban buses in HICs are 
designed lor low peak loads whereas those 
in HICs have to carry almo.st twice as many 
people during rush hours. Pas.senger trains 
in HICs arc being designed for average 
velocities of over 400 Kph and lor relatively 
lower occupancy rates, but LICs will not be 
able to afford such capital-intensive 
technologies lor years to come. Tractors m 
HICs serve single families who own farms 
hundreds and thousand.s of hectares in size. 
On the other hand, tractor owners in India 
have farms which are generally more than 
five hectares in si/c hut less than 20hectares. 
These tractors arc rented out by the owners 
to other 1 armors and also used for 
transpoftaiion purposes. 


in areas like road and hospital design, 
medicine and urban management, and 
communication technology, designs in LICs 
will also have to cater to different social 
realities and needs in LICs. Here 1 will 
illustrate this issue by taking the example 
of road designs in India. Urharr and rural 
roads in India have to cater to more than a 
dozen different varieties of road users and 
vehicle types. This situation has never been 
faced in the past hy the HICs and so there 
IS no precedent lor .specific .solutions for the 
LICs coming Irom there. In India, most 
inicr>city roads pass through a countryside 
which is densely populated on both sides ot 
the road. Most of the people living on both 
sides to the ro«Ki do not possess motor vehicles 
and will want to cross the road at the most 
convenient place. It expressways arc built 
which restrict such movement, it will only 
torcc the inhabitants to destroy the Icnces. 
The expressways will no longer remain 
expressways This example shows that some 
very new and innovative technological and 
traffic management solutions have to be 
evolved bclorc we can have ri>adv that can 
operate clficicmly in India These solutions 
would inchuie some vciv sophisticated 
research and evolution ol piodutls which 
would be truly modern* 

The above analysis inilicates why ni.inv 
development policies which me IuJlmh.issiv c 
technological investments have mu been 
very succcsslul in India (I technologies 
which arc no longer global arc blindly 
iranslerred Irom HICs to Lie's they .lie bound 
to operate incl I leiently andunecononucally 
Adaptation ot technological products by 
.simple technological translcts may give 
immediate returns, but it is bound to result 
in economic losses, inefticieni use ol 
resources and .social problems in the medium 
and long term. 

This is not an argument to support or 
refute .some ol the iruditionul small is 
beaulifur or 'appropriate technology’ 
paradigms. This is an attempt to understand 
why many ol our efforts in introducing new 
technologies into India prove to be so 
inefficient. Products which are becoming 
non-globul give us a clue about what is 
wrong in our development policies. 
Identification of these pr^ucts can give us 
an idea of which sectors have been neglected 
up to now. Non-global technologies are the 
ones which are probably operating the most 
inefficiently and those for which solutions 
arc not likely to come from simple transfer 
of technology arrangements. It is in the.se 
areas where wc will have to focus our research 
and development efforts in the years to come 
because scientists and engineers in HICs 
will no longer work on the kind of products 
Which suit us. 

This refocusing of our efforts will not be 
easy. The mtcmational scientific community 
and our own technocrats do not consider 


nMarch wort on malty of 4lie$e 
tbchnologies to be 'modem* or 
enough. However, the contrary is true, Th 
issues surrounding these products areactuall 
very modem. They are the products of tat 
20th century-combination of new socic 
economic living patterns, instantaneou 
global communication, availability 
sophisticated scientific knowledge and lo' 
per-capita incomes. Work on thes 
technologie.s will require very innovativ 
thinking, familiarity with the latest scientifi 
information, and packaging of products i 
ways which may require combination c 
technologies already available with ihos 
developed hy us. Unless we change ou 
research and development activities in thi 
direction wc arc likely to end up with ver 
inefficient technological sy.stems in ou 
society. 

S<'ir.N'iin( Ma<'iiismo. Sraj-W orth 
anp Fhnoami ni ai.ism' 

Many Asian and Alrican nation state: 
and now cx Soviet states have serioii 
problems with met easing tundameniali.sm 
Ethnic Ol icligiouv gHvups are demandin 
and inipi^ini' living stylc\ w'hich ar 
considerctl to bi‘ liindainentar hy 
‘modem suciet> f.xamples Irom Indi 
would iik'ludeihccmeigenceol 
poliuo nationally, and support ot sal 
Chnsiiaiv and Islamic. Uttarakhand, an 
Gorkhalaiul movements suh-naiionallj 
Similar movemenis have come up in Irar 
Algeria, Egypt. Uganda. Malaysia, Indonesia 
Sri Lanka, etc All these movements hav 
region spec I lie social, political andeconomi 
backgrounds and reasons. 1 do not propov 
lo discuss those details here. However, ihcr 
seems lo be a common thread which 
through the psychological make-up of al 
these groups - a loss of self-worth as cqua 
human beings in the Internationa 
community. 

The rapid advances in informatior 
technology have made it possible to hav< 
instantaneous audio-visual communicanof 
around the globe. The communicarior 
systems, both prodCiciion of technology and 
control over broadcasting, have become 
increasing centralised over the past fe^v 
decades. This make.s it imperative for all 
comparisons to be done on an international 
scale. Especially among the elites of natiom- 

It IS no longer enough for all children to 
participate in sptnis. You are no good as a 
nation unless you win a medal in the 
Olympics. A woman being selected as Mi: 
World has to he taken as a nationi 
accomplishment. A mention in the GuinneM 
Book of Records tor even a freakish act al! 
becomes a source ot national pride, 
are just a few .surface manifestations of 
deep hunger among the middle and cli‘ 
classes (MECs) for iniemation^ recogniti 
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When ft cdmei u> S and T, thist need Tor 
itcognition becomes a litile more serious. 

Tlw worth of a nation is now judged hy 
its accomplishments in S and T. National 
machismo is fed not hy victories in physical 
combat but hy conquests in S andT. Indians 
ivc shown their recognition of this rating 
system by making claims to be the third 
largest scientific force, tenth largest industrial 
nation, and that "our scientists are second 
to none given the right opportunity*’. So 
compulsive is this urge and need that non¬ 
resident Indians (NRIs) also fall prey to it. 
The most recent example of this is the 
proposal submitted hySwadesh M Mahajan, 
of The University ol’ Texas in the US, to 
establish a National Science University in 
India which would "...become a world class 
university where the faculty would not simply 
write loot-notes to the work of their western 
counterparts. ..111. The proposal is supported 
by P N Snvastavu (former vice chancellor 
Jawaharlal Nehru University, New Delhi) 
who would like the propo.sed university to 
"meet the challenge ol creating a new scientist 
who would be the equal oj his western 
counterpart tn all itsperts*'\2] (emphasis 
added). 

It IS natural and necessary tor all 
eommunitios and naiitm.s lo have pride in 
something they dti Ideologies. revoluiKins 
and innovative devclopmeni siraiegies ihai 
bend It a vast majority oi die popuLiiion and 
give them hope in the luuiie also piovide 
jsourceol pride Inicinaiion.iicoinp.iusoiis 
become levs imp4)riam tn (he .ihsonce i)l 
Mich .social inovcmeiiiN ihc Mb( s measure 
theirsell-worth hy miei n.iijonal c < irnparisons 
ol their achievements The most inip(»rlani 
among these yardsticks is achieveinenis in 
S and T 

Over the Iasi two decadc.s ihe Indian MLC's 
have come to believe that S and T in India 
IS second rate Mahajan has echoed their 
leelings quite succiuclly 

India s eotiiribution to the science and 
technology ol the modern era is 
disappoinlingiv small : high quality research 
IS almost non-cxistent. major di.seoverics 
and inventions have simply passed us by unci 
even minor achievements have been lew 
and far between. Moreover, the situation is 
not likely to improve in the near future .| 11 

When a segment of a society comes to 
mternalisc these sentiments, it is bound to 
develop a serious .sense of inferiority. But 
no group can live with an inferiority 
complex for long without doing .something 
to build a new image for itself. When the 
•Situation looks hopeless, as expressed in 
the above quote, many chose to either opt 
out of the race, or change the rules, or adopt 
a strategy combining the two. In the last 
two decides, whenever a group feels that 
tt is defeated by the West in S and T and 
it cannot expect to coinpclc any more it has 
often moved to using its religious 


background and its past as a scnia*eot pride 
and moral superiority. 

The Islamic movements in Iran. Egypt. 
Pakistan, Malaysia, lndone.sta, and the 
Hindutvu upsurge in India arc partly a result 
of the above sense of inicnority and defeat. 
The leaders of these movements are mostly 
we.sicmiscd individuals who actually give 
a great deal of importance to use of S and T 
but do not want to he judged by their 
achievements in their .same. Atter all, if you 
can become a better person by claiming to 
■be a *Hindu' (however defined), then you 
need not fear comparisons with Americans 
or b.uropeans, because by dermition they 
cannot be good 'Hindus’ Therefore, 
Hindutva becomes a .sourceot personal pride, 
bypassing yardsticks imposed by others and 
lho.se you cannot expect to measure up to. 

It is not surprising, in this scenario, that 
those embracing Hinduiva arc generals, 
administrators, scientists and industrialists. 
Those who actually subscribe to a 
‘modernity’ but can’t u.se it torjudging self- 
worth. They have accepted defeat from the 
west but can’t admit it. A dcfcaicd people 
also need their (»wn viciims - ihe moiher- 
in-law.syndrome|3|. For ihe Hinduiva forces 
the Muslims tit the hill ideally 

The above analysis shows how ahistoncal 
pushing ol S and T can help in emgergcnce 
ol clhnic and lundameniahsr inovemenis. 
The inoderii icchnological revolution’ 
cannot he pushed as an ideal without socio- 
aononiK moorings Rapv Clandhi’s appeal 
U) ”leap-iiog into (he 2lsi century” evoked 
sneers hmii sonic bui a tear iif dcleat Irom 
(he m.t|only Flic Indian S and T c/ars 
pronuKe ihe.se tears by ihcir constant 
icleience lo woild class lechnology’ and 
'work ai (he cuKing edge . By divorcing 


S and T from Indian needs, judging qikim v 
only on the basis of some assnm, o 
international yardstick and not hy the uc lual 
innovation and originality put in by a 
worker, we have been quite successful in 
promoting a deep .sense ol inferiority 
among our MECs. This i.s one of the reasons 
why Hinduiva appeals to them. 

Wiihchanges in economic policies in India, 
many Indian corporations are rniw being 
bought over by MNCs, This also means that 
many Indian brand names will disappear and 
get substituted by tnicrnational brands. These 
changes will also promote the sen.se of 
inadequacy and a feeling of defeat among 
Indiaas, Evidence of this is already there: 
.some political parties arc now talking about 
giving importance to consumer products of 
Indian corporations. It isclcarthat we cannot 
afford to promote inefficiency and 
monopolies in the name ol sell-reliance. At 
the .same time, we have to make sure that 
in .selected areas where wc have a comparative 
advantage internationally we must promote 
Ihc emergence of prinJuds which have an 
Indian stamp and an Indian brand name. 
This IS essential if we have to enthuse tuture 
generations wiih hope and desire lo innovate. 

MKiKAIION' 

Migration into the Indi.m subcontinent 
(IS) has been an important determinant of 
the socio-cconomtc life of the people of IS 
lorihousands of ycar.s. However. Ihe converse 
IS noi true Before the IKlh century, there 
was very little migration out ol India. 
Between the end of the 18th century and the 
beginning ol the 2()th century thousands ol 
Indians wore iran.sportcd by the British 
government to various locations around the 
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National or i.'liinic origin 

Population 

Total Asians 

Per Ceni 

Foreign bom 
Per Cent 

Chinese 

812.178 

22 

6^ 

PUipino 

788,894 

21 

6*1 

Jupanese 

7Ki.t31 

19 

28 

Indian 

187.221 

10 

7(1 

Korean 

1S7..ty3 

10 

82 

Vicinamcsc 

245,02S 

*7 


Hawaiian 

172,546 

s 

2 

Laotian 

47,6X5 

1 

94 

Thai 

4.S.279 

1 

82 

.Samoan 

39.2.M) 

1 

16 

Guamanian 

.1(),%5 

1 

to 

Cambodian 

16.044 

< 1 

94 

Pakistani 

15,972 

< 1 

85 

Indonesian 

9,618 

< 1 

81 

Tongan 

6.226 

< 1 

75 

Hinong 

5,204 

< 1 

91 

Other Micronesian 

4,181 

< 1 

44 

Melanesian 

4.813 

< 1 

44 

Other Polynesian 

2.186 

< 1 

5 

Alt other Asian Ainericanf 

27.679 

1 

- 

Total Asian Amencans 

3.726,440 

KM) 



Adapted fioiii P Mohan. 'Redirected Anger; Loving the Enemy’ (sec (3|). 
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world to work as labours in plantations. 
These migrations were also accompanied by 
movement of traders to the same locations. 
This resulted in an Indian diaspora in Fiji. 
Malaya, Burma, Ceylon. East and South 
Africa, theGuHstatcs.TrimdadandTobagu. 
Guyana and Surinam. Becau.se of the colonial 
relationship between UK and India, some 
migration ot Indians took place to the UK 
in the 19th and 20th centuries. But the bulk 
of the people of IS origins living in the UK 
today went there alter the second world war 
The latest location where Indians have 
migrated in large numbers is the US. Most 
of these people moved to the US alter laws 
lor immigration quotas in the US were 
changed in the early I96()s. 

These migrations out of the IS amount to 
a very small proportion of the total world 
migrations of the last lour centuries. The 
number of persons of European origin living 
outside Europe today (aboui 450 million) is 
just a little less than the number living inside 
Europe (around 550 million) The number 
of persons with IS origins living outside the 
IS today is estimated to be around 15 million 
m comparison with the total populuiion ot 
the IS of IJ(X) million. This proportion 
turns out to be less than one per cent 

The ab<ivc proportions arc given to show 
that migrations arc not jusi dependent on a 
people’s desire to inigraie or on the adverse 
economic conditions obtaining in the home 
country The ability to migrate al.so depends 
on the p<iliiical and/or hniie power of the 
migrant group and its acecpiability in the 
ho.si society. In the modern world, migration 
patterns are strictly controlled by visa 
regulations and are not dependeni on whii 
needs’ to migrate. Tlie number of people 
able to migrate now is very small compared 
to the numbes which migrated before the 
.second world war Demogi.iplm' distrihn 
tions arc unlikely to he significantly ailccicd 
by migrations in (he foreseeable future 

The table shows the distribution ol Asian 
Americans in the US by national or ethnic 
origin These distributions show' that the 
proportion ot each ethnic group prc.seni in 
the US IS not proportionate to the population 
of its home country. F^or example, the 
numbers ot Korean and Indian immigrants 
in the US are similar though Ihe po|)ulation 
of Korea in an order of magnitude smaller 
than the {Hipulalion ol India Per capita 
im'ome.s in Korea and Philippines aie higher 
than (hat in India hut does not result in 
proportionately less immigration Irom the 
former counineN into the IIS, These daia 
dcmon.strate that intcr-coumry migiaiions 
now are not neeessanly pushed by the soeio- 
economic conditions obtaining in the donor 
aiunlry, but controlled by the immigration 
policies and geo-political concerns of the 
host country. 

The table shows that the number of 
Pakisluni immigrants in the US is 


approximately onc-20th that from India. 
Pakistan's population, however, is only one- 
eighth (hat of India's. This diHercnce is 
interesting because both countries have 
similar per capita incomes and similar 
cultures. One would expect more immigrants 
from Pakistan if emigration Irum u country 
withcpi.scxJcsof military rule can be theorised 
to he higher than (hat trom a c<mntry with 
a parliamentary dcmtKTacy. But this is not 
the case. The difference can be explained 
by a possibility of diflerential treatment of 
the (wo groups by US immigration 
authorities. A majority ot the immigrants to 
the US from India and Pakistan allowed in 
arc professionals who have completed a 
tertiary level education in iheir home 
countries. India has developed a better level 
ol tertiary education, especially in 
engineering, medicine and sciences, than 
Pakistan Therefore, it i.s possiblc^hat Indian 
students tind it easier to get admi.ssion to 
the US universities than Pakistani students. 
This shows that it is possible that better 
educational facilities in the home countnes 
may make it easier for their nationals to 
emigrate to high income countnes (HICs). 

It appears that emigration from India ro 
HICs will not make any significant 
difference to the demographic profile ot 
India or the host countries bccau.se (he 
numbers involved are relatively small at 
present These numbers arc not likely to 
inereu.se in the future because there is no 
sign that the employment .situation in the 
HICs will improve in (he foreseeable luiure 
In the absence ol increased employment 
iipportunilics it is possible that (here would 
he pre.ssure on the governments ol HICs 
lo reduce immigration from countries like 
India Therefore, as far as numbers arc 
coiiccmcd. I do not see migrations people 
out of India into HICs as a major problem 
in the future. While the ab.stiluic numbers 
are not impiirtant, the efleci of very skilled 
workers can have negative eflecis on the 
psyche of the Indian people. They conic 
to believe (hui skilled persons migrate 
because (here is no hope in the future in 
India. These negative feelings reduce sclf- 
confidence in (he nation as a whole. This 
phenomenon can only be countered if many 
of those who go abroad for further studies 
and training return home to work without 
any special privileges. A return migration 
will only take place when there is more 
innovative work being done in India. 

Mk^KATION (N* BNCilNIil-KS 

The ‘brain drain* Irom LiCs Ui HICs has 
been a major concern since the early I96()s. 
Thereexist a large number of myths regarding 
both (he extent and causes of the 
phenomenon. The discussion above has 
shown that this migralion i.s very small in 
numbers compared to migrations within and 


out of HICh and akso that it ts that pioHdcs 
of the HIC.S and not those of LICs which 
primarily influence the quality and extent of 
this migration. 

As far hack a.s 1970 u study sponsored by 
the UN |5) showed that starting in the 196()s 
the HICs systematically encouraged the 
movement of highly trained manpower away 
from some LICs. This study also .showed 
that (he highest numbers of trained persons 
came from eountrie.v which hud the be.si 
facilities forsuch training. It is worth recalling 
the testimony that Dean Rusk, the US 
.secretary ol state, gave at Ihe Hearings on 
the US Immigration Rill in 1965. 

The significance of immigration for the US 
now depends Ics.s on the number than on (he 
quality of immigrants The explanation for 
the high professional and technical quality 
ol the present immigration lies in part in 
the non<quota and preference provisions 
...that tavoui the admission of highly 
qualified migrants, but still m(»re it depends 
on world conditions ol post-war economic 
and social dislocations... Under prc.scn( 
circumstancc.s. thv US has a rare oft/umuntty 
W draw mifirants of hifih inU'tligcm e and 
ability from abroad, and mimif*ration. if 
weUadmim.steted. t an l>e one of out f»reafexl 
national resouries. \^e are in the 
inteinational market of brains (emphasis 
added) (Hearings ot the suhcommiliec on 
the Judiciary House of Representatives. 
Pan H, Serial No 13, July-August 1*^, 
Wa.shingion, DC ) 

Such selective policies to attract highly 
trained manpower trorn LICs to HICs have 
been followed by most HICs at different 
levels in I he past three decades. The 
exceptions arc the movement of political 
rcl ugees (e g, l he Vieinamesc to the US) and 
illegal migrants across land borders (e g, 
Turks to Sweden). Because these migrations 
arc controlled by visa policies the absolute 
numbers arc really not a problem but the 
public perceptions ot the phenomenon are. 

The public in general and the policy¬ 
makers in particular in India believe that 
almost 70 per cent of the graduates of the 
prestigious Indian In.stitutes of Technology 
(IIT) migrate to the US. They believe that 
the students do so because (here arc not 
many opportunities for engineering jobs and 
research in India. They also believe that 
almost none of those who go out return to 
work in India because working conditions 
in Indian re.search institutions are not very 
good. These beliefs have some element of 
truth but are largely based on myths in the 
absence of reliable and ea.sily available 
information on the subject. 

Over the past few years some excellent 
studies have been done to understand the 
pattern of migration from llTs but the facts 
are still not known widely. One of the mast 
carefully done studies examined the 
magnitucie and nature of ’brain drain* from 
IIT Bombay(6t by studying the details of 
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suidrius wIh> graduated oveir a live-year 
period 197347 The results are revealing: 

(1) An average of 39 per cent graduates 
went abroad alter graduation and per 
cent have settled abroad This means 
that about one-lourth ot those who went 
abroad returned to India to work here 
83 per cent of those who have settled 
abroad are in the US and Canada 

(2) It IS not true that the brightest graduates 
go abroad Those who settle abroad are 
a tair representation ot the whole 
graduating class 

(3) OI those settled abroad only 10 per cent 
take up an academic career and more 
than 50 per cent do non-cnginccnng 
work 

(4) More than 75 per cent ot those who have 
settled abroad never made any attempt 
to find a lob in India or return with the 
intention ot settling down 

These data indicate that the vast majonty 
ot the highly trained migrants have moved 
tor considerations other than progress in the 
technical lield ol study Since most migrants 
do not opt tor research as a career in the 
country where they settle down, the 
conditions in research instiiutions ot India 
are not relevant to them The data show tliat 
about 10 per cent ot those who settle abroad 
opt loi research careers - this amounts to ^ 
per cent ot the graduating class This 
obviously means that academic research is 
not an important career option in the culture 
of the class ol students who join the Ills 
as undergraduates in India Since less ihan 
50 per cent ol those who migraie work on 
technical jobs, India loses about 15 per cent 
ol the IIT graduating class (say 50 per cent 
ol 30 per cent) as engineers 
The above analysis shows that ihe 
migration ot highly trained engineers from 
India IS not as large as it is thought to he 
Secondly, even it these migrants returned 
they would not add substantially (in numhors) 
to the existing poo) ot engmeeis here 
Theictore, the phnomcnon ha^ lo ht 
examined in quniitaine terms raihcr than in 
the quantitative one It is possible lhai the 
qualitative mtlucncc ol this migration and 
that ot the migrants on the socioiy in India 
IS more serious than the quaniii.itive one 
Wc do not have much data on the Uk ation 
and numbers ot highly iramcd Nkis amund 
the world A majority ol them seem lo be 
living in the US. Canada and UK II one 
assumes their number lo he around one 
million, then wc could estimate (hai they 
umid have approximately 10-20 million 
close relatives and tnends m India India 
has a population ot about l(>0 million 
^tamihcs These NRIs then could be thought 
to intlucnce at least 5 per cent to 10 per cent 
of the tamilics ol India This is also the 
proportion ol the Indian population which 
holds political, economic, indtisirial, 
administrative and acatdemte power in India 


Since most ol these NWs arc In North 
America and UK, it is the ideology and 
models ol these cmintnes which then ends 
up inllucncing the policies t>t India - directly 
through the NHIs and indirectly through 
their relatives and Irtends here The NRIs 
make periodic short visits to India and 
inform all those who come in contact with 
them how things arc much better ‘there’ 
Solutions suggested are from experiences in 
the US Consequently, the only models lor 
development and inanagemeni being 
promoted in India now have iheit origins in 
the US This can have very adverse ellecls 
in the long run The inaior problems which 
need attention in India today arc equitable 
distnbulion of lood, public iranspoit, puhitc 
health, right to cducalion righl to woik 
urban decay and ciimc conliol These aic 
the precise areas where the US has very 
little lo offer today' The small numbers ol 
highly trained protessionals who have 
migrated away irom India have very iiltle 
slake here, but they have large egos and 
even a larger influciKc on MFC’s here This 
disproportionaic inllueiicc win have very 
negative tonsequencos unless checked by 
a mass based political inovemeni in India 
Those Indians who arc I roni the same class 
as the NRIs and whodo not get an oppoi tunny 
to migialc develop a sense ol inicrioniy, 
{caloiisy inadequacy ii\ a \i\ NKls they 
end up I inding their lives here and the soc icly 
here less than tolerable it is intciesiing that 
the Iresh graduates ot Ills who have many 
job otIcTs each at high salaries even helore 
completing Ihcir studies .uc heard to complain 
that this couiUiy docs not have enough to 
ottci Such exaggerated expectations lead lo 
iheMLCsdemanding more than their already 
unfair share m soi icty and pioduce tensions 
which .nc dilticull to contiol Another 
adveisc el tec t ol the ptiwer and mlluence 
ol the NRIs in India are their demands lor 
special piiNilcgcs in India They would like 
to have special deals and s<ilane> lor shoit 
leim cinplovnieiu special enclave'^ loi 
building houses and special exemption i roni 
many nilcs and reeulaimns which apply to 
ordinary Indians These are bound to lead 
ut social tension also 
Almost all nuiorscientitic and educational 
institutions indusiiRs and government 
institutions cmplov Indians \^h4> have spent 
lime ahnucJ Their training experiences and 
contacts abroad at imies hnm: .i more broad¬ 
minded oiJiiiMik to the oiganisalion It can 
also give a measure ol confidence when 
dealing wiih loreign assoclaics However, 
these torcign trained individuals are those 
who have chosen nol lo settle abioad and live 
and work m India m conditions which arc 
the s*ime U>f aiiyohe else The migrants can 
only be used for a beneficial purpose when 
the polity in India is more lociiscJ and has 
an oplimisiie well defined oullook lor ihe 
future based <in liKal concerns andambitions 
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In such a situation, the NRK wanting to be 
associated with the development process 
would be scll-sclecTcd tor an equal 
relationship In the present situation where 
the policies <11 e based on ideology exogenous 
in nature, the set I-selection ot NRIs would 
maintv produce the carpet-bagger types. 

Employment tor those who want to work 
is going to he the most difficult tasks for 
the Indian policy-makers in the years lo 
come It appears that at present the 'tree 
enterprisers and the 'globalisers do not 
even have a thcorciical position on how to 
provide lull employment in the HICs. leave 
alone the LIC s They seem to be depending 
entirely on the invisible hand’ hvidence 
from India shows that present forms of 
mdustnaiisation do not produce jobs in the 
industrial seclor Traditional ideas of 
creating temporary wage labour |obs in the 
construction and agncuUuie sector also do 
nol seem lo produce tolerable conditions 
The crime rates picvaleni in Ihe country side 
ol the green rcvoliiiitin states in India 
suggest that jobs have to do more than give 
you a wage The job inusl give you scll- 
respeci also Al present wo do not have a 
gotid undersianding ol this problem 

The trends in lechntilogical development 
in Ihe HICs indicate lhai it similar policies 
are followed m Indi.i wc would make even 
a laigcr number of people unemployable 
Lci us i<ikc an cx.imple Irom ihc automotive 
scctoi to illiisiraic this point The manu- 
taciuieis ot motor vehi( les in the HICs are 
moVIng towai ds Vchic le designs which would 
have Midi ioniplicated and sophisticated 
icchnologics that diagnosis ot problems and 
repairsonihc vehicle would only be possible 
with very s|h:c tal equipment Thconly people 
who would be able lo allord and maintain 
sue li cquipmeni would be the vchic Ic dcalci s 
ihcMiiselvcs The dcccniraliscd repair garage 
wiiuld be phased out One can hiresce ihc 
icsultsol such developments onemployment 

The scenario outlined abiive may or iriay 
not be true lot HK's Wc in the LICs can 
cciiainlv trv lo plan alternatives Our per 
capila income is nol likely lo approach HIC 
standards loi quite a lew dec<idcs This gives 
us an opponunitv K' think ol alternate 
technology packages which may maintain 
elliciency and ccologic sustainability but 
remain employment producing Using the 
example ol Ihc automotive sector agiiin w'c 
could opt to select only those techncdogies 
which aie energy etlicienl less polluting 
and enhance s<ileiy These could be i ombined 
in a patkage which keeps the vehide lesv 
comphiaied and makes repair in small 
institutions not only possible but more 
eiticicnl We could also think ol having less 
throw away p«irts and niiirc icpairablc iincs 
Such an approach could he thought ot in all 
sectors 

With 'globalisation' employment patterns 
are als<i undeigoing changes, Senior 
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executive ol* c<irp<)rtitftm.H in India now 
expect ‘glohar tit'cHtylcs and tncimiCN. At 
the same time they wum to keep the labour 
wages 'Indian* to remain competitive 
internationally. TMxdevelopment will also 
result in intolerable stresses in society. 
Crime and discontent arc bound to increase. 
There may emerge a mobile global 
executive class with loyalties only lo 
inicrnaiional l inunccand owners of capital 
They would have no concern lor local 
problems because they could always ino\e 
to a more congenial location. On the oihei 
hand the workers would end up belonging 
to an underclass which would by del inii ion 
have only parochial concerns This 
underclass would be highly tragmenicd 
internationally and may have serious nils 
among themselves. Sucii condiiions wnuid 
be ideal lor ihe global executive class lo 
demand more law .md order' and the 
parochial underclass lo move inwards 
crime and tundamenialisin 

T<» avert such luiures we have 
.seriously think ol employment as not 
only a productive process hut also as an 
aciivity which gives people a sense ol self- 
worth. There arc bound to be people in any 
society, a small minority, who have 
prohlcmsinbeing 'employed* iniheinmlern 
sense but perform a very imporiani role in 
society - artists, innovators, dreamers, 
eccentrics. We have lo lind ways which 
don noi turn these people inu» cynics tu 
criminals We have lo insimiie sysiems 
which allow these people lo live wiih 
dignity. Most ol them do not demand 
much trom ^iK'iety anyway. There is 
another set ut pc^iplc who we actually 
consider unemployable-manic depressi ves. 
psychoiics. acutely disabled, eic. We have 
to find better ways of handling them so 
lhai they also do not consuiiM themseh c’- 
a burden on .socieu 

In this analysis developments in science 
and technology and the factors intluencing 
ihe emergence ol lundameniaiist movemcni. 
migrations, and a lack of nahonal sell- 
conridencehavc all hccnconsidenru logcihci. 
An attempt has been made lo show that many 
ol these issues arc interrelated. The 
underlying ihemc which connects all the 
is.sucs IS the need lor a society to develop 
sell-coni idcncx* and to have hop<' in the 
luturc. Scll-coiihdcncv and ho|v can he 
promoted through an evolution and 
promotion ol tvisitivc, forward thinking and 
Cifuahiy-pronHyting ideologies and political 
movements. At ihe same lime, a.sociely musi 
perceive ol ilsell as .sucecsslul by seeing 
succ^es.ses in real lilc. We have not had 
enough ol these successes in the past two 
decades. 

The lundamcntal reason why we aic not 
able lo view ourselves as a successlul 
society is because iif our failure i<i pursue 
and impleincnt policies whicli would have 


priiimucd Ihe development of a more 
egalitarian society. Far uhi many people in 
India are forced to live in soiil-cnishing 
poverty aiKl depravity. We, as a sotieiy. 
have by deliberate p<iticy refused lo provide 
equal opportunities in ediicalioii and 
employment lo nuKst ol the cili/cns of the 
country. We have al.so not been able t4» 
ensure minimal adequate nutrition and health 
care facilities for more than a thud ol the 
IKipulation. Without dcvelopmeni in these 
areas, it w-imld be very ditfieiill lor India to 
compete internationally irrespective ol 
wiuljwidc economic develo|)meins riiesc 
piohicms have been taken .is given in the 
above analysis. The issues discusseil here 
will be influenced by our successes or failures 
in eradication of illiteracy, hunger and 
disease At ihc .same lime, siict esses in 
promoting the ‘correct' technologies would 
also help us in solving ihc basic problems 
ol p<iverty 

It is my beliel lhai it is very necessary 
tor a coniinental economy and a large 
nation slate like India lo he successlul and 
lo show successes in the aica of science 
and technology. This is .m important 
coniuJenee. building mcasutc loi ihesikieiv 
as a whole To do this we will have it» 
change our priorities We will have lo eive 
much more iinporl.inee to research and 
development in ihiisc .ireas whcie 
technology is being de-glohaliscJ At 
present we w lil he able to develop new .uid 
innovative lechnologics in these aiea.s 
which will he very useliil in India and also 


have gtuHj export |HkV!«iihilttics. Wbrk im 
lliesc technologies witi also push research 
in basic sciences and promote expertise m 
modern science and technology. The 
likcliho4MJ ol succe.sscK in these areas is very 
high and these success stones will iKip us 
in regaining confidence in ourselves. II we 
aie able lo develop a name tor ourselves in 
siilving oht own fuoblems and at the same 
lime .show' oui ciimpeience in modem scierwc 
and tcchiuilogy. it might even hein in 
dill using the need to migrate and the need 
to have bclicis m lundamcntal iileologies 
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Economic LiberaHsaticm and 
the Industrial Sector 

Sunil Mani 

This paper assesses the experience of economic Uheraiisation with respect to the industrial sector. The focus is 
specifically on three components oj the ei ononitc reform process: fa) policies affecting the structure of the manufacturing 
sector: (h) the policy on privatisation, and ic) the policy with respect to foreign investments. 


THE Indian economy has been undergoing 
much change especially since 1991. These 
changes have aftected almost all sectors ot 
the economy. An economy which has been 
highly regulated since 1951 is ‘last’ 
dismantling the various controls and is on 
the road to become a fulMledged market 
economy in the very near luiure. But 
external commentators, especially in the 
west, have always lamented on the speed 
ol the reforms which according to them is 
not radical enough and is at snail-pace to 
achieve the desirable elTects.' The last 
growth in overall GNP achieved by other 
Asian countries such as China. South Korea. 
Malaysia. Indonesia.Thailand, etc. is often 
cited as fine examples ot speedy and 
systematic liberalisation having u positive 
cfiecl on growth. However there is also 
growing scepticism about the alleged 
positive cflccls. especially when seen 
against the evidence, though .scanty, ot the 
worsening distribution of income in these 
countries.* 

This paper analyses various dimensions 
of the ongoing process of economic 
liberalisation in the country’s industrial 
sector. In very specific terms attention is 
focused on three aspect.s of the industrial 
sector. They are the actual and potential 
eftects of the reform process on: (i) the 
structure of the manufacturing sector 
measured in terms ot the degree ot 
concentration. The question that we attempt 
to answer is whether there is any di.scemible 
changes in the structure of the manufacturing 
.sector overtime and specitically whether the 
potential for domestic compciiiion between 
firms has increased, (ii) the eftons towards 
privatising the Indian public sector 
enterprises. The various economic costs 
associated with this process are di.scussed; 
and (lii) the policy with respect to lorcign 
investments. The issues analy.scd here include 
the desirability of having large proportion 
of foreign investments in the form of port lolio 
rather than direct inveMmenis 

The paper is organised into lour sections. 
In Section I, wc survey the liberalisation 
attempts ol the government in us much as 
it affected the industrial sector. Section II 
assembles together some evidence on the 
structural changes in the manutacturing 
sector. In Section III we analyse the various 


costs associated with the privati.sntion 
programme. Finally in Section IV wcdi.scuss 
the changes in the policy with respect to 
foreign invcsimeni.s, identif y the di.scemible 
trends in it and analyses the various 
ramifications ol this process 
India's economy grew at a rate of about 
5 per cent during the 19K0.s. Despite this the 
country faced a major economic crisis, 
primarily on the external front and 
domc.stically as well. The crisis manifested 
as follows: 

> domestic inflation reached the peak level 
of 17 per cent in 1991; 

- foreign exchange reserves plummeted to 
% 1.2 billion, barely sufficient to pay for 
two weeks imports; 

> the central government’s fiscal deficit as 
a per cent of GDP touched the all time 
high of 8.4 per cent; and 

- the current account deficit widened to 
almost 8 billion US dollars (2.6 per cent 
ol the GDP). 

. The immediate consequence of the crisis 
was an evaporation of international con¬ 
fidence and a shying away of international 
banks from fresh exposure. The new 
government which came into office in 
June 1991 launched simultaneously two 
programmes: a stabilisation programme in 
the short run and a structural adjustment 
programme in the medium term. It is the 
senes of reforms initiated under the latter 
that IS of interest to us. The .structural reform 
was an integral part of the adjustment 
programme in the belief that it was necessary 
for both efficient growth and for long-term 
macro-economic stability [Robert Cassen ct 
al 1993). 

The basic rationale behind economic 
liberal i.sation was to reduce the discretionary • 
role ol government with respect to 
economic matters and thereby increase the 
space lor market forces to operate. It is 
believed that through this process of 
deregulation the economy will become an 
efficient producer leading to a higher rate 
ol growth of output. Reforming the 
industrial sector in general and manu¬ 
facturing in particular was central to thi.s 
proc'c.ss of change. As u part of this a new 
industrial policy was announced in 1991 
which envisaged a radical departure from 
the earlier regime of ’command and 


controls’. The salient features of this policy 
are summari.sed below. 

One of the major components of the reform 
process was the New Indu.strial Policy 
Statement (NIPS). Announced in June 1991 
It IS hailed as a major departure from the 
dingtstic nature of earlier policies. The 
complex system of industrial licensing undo, 
which new investors setting up new units 
as well as existing ones undertaking majur 
expansions hud toobtain an industrial licence 
from the government has since been 
abolished excepting fora small list of .stralegie 
and potentially hazardous industries and j 
few industries which are re.scrved for the 
small-scale sector Thiscffcciivcdcliccnsing 
has been accompanied by a complete re¬ 
orientation ol fhc policy towards foreign 
direct investment (FDI). The new policy 
actively encourages FDI as it allows 
investments with little or no resinctions in 
a defined li.si of 34 industry groupings .sub)cet 
to a limit of 51 per cent foreign equity 
holding. The investments outside the defined 
list and those .seeking to have more than 5\ 
per cent equity arc decided by the specially 
empowered and newly created Foreign 
Investment Promotion Board which is 
expected to decide on the cases submittet^ 
to it on a ‘fast track ba.sis'. Restrictive 
provisions of various types which were 
applicable to companies with more than 40 
percent foreign equity have been abolished 
and all companies incorporated in India are 
treated equally irrc.spective of the level ol 
foreign equity holdings. In order to win the 
confidence of would-bc foreign investors 
India has joined the Multilateral Investment 
Guarantee Agency (MIGA) and is currently 
negotiating bilateral investment treaties with 
several countries. 

Further the new policy also envisaged a 
reform of the state-owned undertakings. This 
reform process had two components. First, 
it opened up areas hitherto reserved 
exclusively for the public sectorto the private 
sector and second there was a decision to 
reduce the equity holding of the government 
in public sector enterprises to 51 per cent. 
This policy of disinvestment was expect^ 
to generate resources for the government > 
budget and at (he same time subject these 
enterprises to disciplining by the stock 
market, leading to improvements in their 
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efficiency. The incemive to improve 
performance t& also being increased by a 
conscious policy of phasing out budgetary 
support to fund losses in loss-making 
enterprises. 

These arc the three explicit reforms 
jj'ontaincd in the NIPS. Further to this, there 
have been other changes announced during 
the course of 1992 and 1993 having a bearing 
on the industrial sector. Once such change 
was announced m September 1992 with 
respect to the foreign portfolio investments. 
The Indian securities market has been open 
to regi.stered foreign institutional investors 
(Fils) for investments. The Reserve Bank of 
India’s (the central bank of the country) 
guidelines do not directly define Fils but 
give an inclusive list of institutions such as 
pension funds, mutual funds, investment 
, trusts, asset management companies, 
'^iominee companies and institutional 
portfolio managers on their power of aliomey 
holders. Individuals and financial in.stitutions 
such as banks, brokerage houses and 
corporate investors has not yet qualified as 
Fils. Once registered with the Securities and 
Exchange Board of India and the RBI, the 
FIIs could indulge in portfolio inve.slmcms 
in the primary and secondary markets. The 
investments afc subject to a ceiling of 24 
per cent of the issued capital for the total 
holdings of all registered Fils and non¬ 
resident investor in any one company. But 
the holding of a single F!l in any company 
IS not to exceed 5 per cent of its issued 
capital. I'he repatriation of the sale proceeds 
to the extent of the cost of investments can 
be effected immediately. If the sale results 
m a capital gam, then the funds can be 
repatriated immediately, net of withholding 
> tax. All these changes were a major departure 
prom the earlier policy of complete closure 
I of the Indian securities market to foreign 
I investors. 

In addition beginning September 1992 
Indian companies were permitted to tap the 
Euromarket potential instruments include 
syndicated bank loans; Yankee or high yield- 
honds; and Global Depository Receipts 
iGDRs) and Euroconvertible bonds. 

The other reforms affecting the industrial 
'sector are in the areas of tax and financial 
sector, trade and exchange rate policies. We 
present a summary of these beginnings with 
ihe latter (Table I). 

An important aspect of the trade and 
exchange rate reforms is that with the 
reductions in customs tariffs, removal of 
^luantitative restrictions on imports and the 
eonvcrtibiliiy of the rupee, the Indian industry 
now subject to increased external 
.i^ompeiition too. 

Ixifhe tax reforms affecting the industrial 
"'‘cctor include the following, 

the rates of corporate income tax. which 

were 51.75 per cent for a publicly listed 

company and*57.75 per cent for a closely 


Yield company have been uniried and 
reduced to 46 per cent. Excluding the 
surcharge, the corporate tax rates would 
be 40 per cent; and 

- the number of excise duty rates have been 
reduced to 9 from 21 with the bulk of the 
taxes shilled to an ad valorem basis. The 
long-term objective of the government is 
to move to a Value Added Tax. 

The reforms in the lax system are expected 
to achieve primarily the objective of micro- 
economic efficiency [Ahluwalia I994|. As 
far as financial sector ref orms arc concerned 
one of the major reforms announced .so far 
is the privatisation of the bunking .sector. 
Al.so. an effort has been made to gradually 
deregulate the interest rates, although re¬ 
forms have been slow in this area. 

In short the reforms announced so far have 
the potential of altering the structure of 
Indian indusiric.\. subiceiing them to 
competition frtmi both internal and external 
sources and thereby making them more 
efficient. Bclorc proceeding to analyse actual 
and potential effects of ihe.se changes on the 
industrial sector, wc present .some data on 
the macro-cconomic pcrlormance ol India 
since the reforms (Tabic 2) 

An analysis of Table 2 shows that while 
there have been some improvements 
especially in the rate ol growth of exports. 


lowering of the current account deticit, etc. 
the rale of growth of industry as a whole 
and hence manufacturing is quite low 
compared to ihc pro-1991 period. Another 
disquieting feature m the tabic is that the 
ouisiutiding external debt has been increasing 
and at the current level of XS billion IIS 
dollars has a dcbt-serviLc ratio ol nearly .^0 
per cent. So even on the macro-economic 
from, the performance of the economy is a 
debatable proposition. 

Wc now examine the actual effect of the 
reform process on structural changes in the 
registered manufatiuring sector, pnvatisaimn 
and on foreign investment 

11 

Structural Changes in 
Manufacturing Sector' 

As seen above the basic rationale governing 
the reforms in the industrial sector is to 
reduce the barriers to entry in the Indian 
manufacturing sector. The mam barrier to 
entry is. of course, the licensing mechanism 
which has been to all practical termv done 
away wiih. The expectation was that it would 
lead to reduction in the degree of 
concentration. In the context the purpose of 
this section is to analyse the changes in Ihc 
level ol conccnlraiK)n m the manufacturing 


Tablf I Synopsis oi Indian Reforms with RLSPbtT ioTkadl and Faj Hanoi Ratia 


Area 

Trade Reforms 

(a) Quaniiiuiive restrictions 


(b) Tariff reductions 


2 Exchange Rate Refurms 


^ Miscellaneous 


.Scope 

Import restrictions have been virtually dismanlcd except for final 
consumer goods Almost all raw matoiruK. other inputs into produc 
non and machinery can now be freely imported without a licence; 
There have been substantial reductions on all items and especially on 
capital goods and machinery With the most recent tariff reductions 
in the Budget lor 1994-^5, the peak rale is now 65 fier cent, inter¬ 
mediates are subject to an average duty 4>f ^0 per cent and duties on 
capital goods have been reduced to per cent 
Initially devalued by 24 per cent in June 1991 There was a brief 
experiment with a dual exchange rate system in 1992. but m March 
199.^ the cxchnage rate was unifted and effectively tioaicd to he a 
market determined rate. Most recently the government has annou¬ 
nced Its intention to move towards cnnvemhilitv for current account 
trunsctions. Cupiial controls are however expected toa'iiiain in place 
for the present. 

Export subsidies of all kinds have been virtually abolished 


Stiurce, I Ahluwalia (1994), pp H-10, 

2 Euromoney ( 1994). pp 51 -53. 

3 Union Budget (various years) Government of India 

Table 2: Macro-Economic PiiRRwmancf of India (pfr u nt pfk annum) 



|9kk 

1989 

1990 

1991 

1902 

1991 

1 Rate of growth of GDP 

109 

5.6 

5 2 

1 2 

4 

18 

2 Rate of growth of per capita Gl>P 

8.1 

3.5 

3 7 

-1 0 

1 9 

2.0 

3 Rate of growth of value added in industry 

10.1 

7 2 

6.9 

-1 

I 9 

1 6 

4 Growth rate of merchandise expons 

13.7 

19.5 

10 5 

20 

24 

20.0 

.5 Cumrnt Account Balance (U5 $ million) 

-7148 

-6826 

-7147 

-496 

S80S 

-2438 

6 Outstanding ex tcmal debt 

58403 

63810 

68697 

71640 

76982 

852.35 

tUS $ million) 

(33 9) 

130 4) 

(29 8) 

(29) 

(25 6) 

(31 1)^ 


Note: * Figures in brackets indicate the debt-service ratio in per ceni 
Sourre: Asian IJcvelopineni Bank tl994). pp 231-253. 
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scctcir. An explanation, for the evolving 
structure, is then sought through the 
actual implementation of especially (he 
antimonop«>lY pi)licics. This section is thus 
divided into two subsections. In the first 
subsection, we trace the trends in the levels 
ol concentration over the lust three decades. 
The second sub-section attempts to pnivide 
some explanations Ibr the observed trends 
in terms of an assessment of the policy with 
respect to competition and monopoly in the 
manufacturing sector. 

TWiNDS IN LhVI-L.S or CoNCHN'IHATION 

Despite the existence ol a number of anti- 
monopoly policies such as the MRTP Act 
and the industrial licensing policy, it is 
generally believed (hat most industrial 
markets are highly concentrated. High 
concentration meant rather high prices being 
charged and also little or no incentive to 
effect technological improvements. It was 
against this background that the new 
industrial policy statement saw the almost 
deiicensing ot the manufacturing sector and 
the repealing ot certain specific provisions 
ol the MRTP Act (namely, the sections 21, 
22 and 23) which dealt with; (a) the growth 
of an existing undertaking: (b) the 
establishment ol a new undertaking: and 
(c) the merger, amulgamution and takeover 
ol firms. The industrial licensing policy and 
the provisions ol the MRTP Act were thus 
sufficiently strong enough to curb (he rise 
in mdustnal concentration. However we 
argue that in actuality it has indeed been the 
opposite. The degree of concentration m 
most industrial markets has actually shown 
an increase. 

1'hc usual manner of measuring concen¬ 
tration IS in terms of (hat part of the sales 
of an industry accounted for by the largest 
firms in an industry. But in the Indian ca.se, 
mi ollicial sources of data repon firmwise 
sales in an industry. The only source ot data 
on firm wi.se sales is the one brought out 
by the Centre for Monitoring Indian 
Economy (CMIE), namely, in its publication. 
Market ami Market-Shares . which i.s released 
only at certain points o( time On the basis 
of the data contained in this diKumcni we 
analyse the changes in the level ol 
concentration over a large number of 
industries at three points of time, namely, 
1976, 1984 and I989 in over 35 industries 
spread across basic, capital goods, 
intermediate goods and consumer goitds 
industries. These data points corresponds 
roughly to the pre (namely. 1976 and 19K4> 
and p(»st-( namely. 1989) lihcrulisatioii phase. 
It could, of course, be argued that the major 
cause of liberalisation aflecting the 
manufuciuring .sector tot)k place only with 
the major deiicensing contained in the new 
industrial policy statement in July 1991. But 
given ihc fact that most industrial projects. 


on an average, have a gestation pericKi of 
nearly three years, most of the industrial 
investment proposals which have come up 
in response to the new industrial policy will 
still be in the process of imp)cmcntation,*So 
it is KK) early to measure the actual effect 
of the policy of deiicensing on the actual 
levels t)f cunccnirulion observed in Ihc 
manufacturing sector. However, we argue 
(hat. due to certain inherent contradictions 
m the policies, the level ot concentration 
ob.scrved in the pre-1991 period is likely to 
persi.si for ui least .some more time in the 
near future. The changing structure of the 
indu.sirial.sectorduring 1976,1984and 1989 
are presented in Table 3. 

It can thus he concluded that since 1976 
there has been very little change in (he level 
ot concemruiion tor the sample as a whole 
though there arc important variations within 
the industrial groups. For instance, there has 
been a tall in (he level ot concentration in 
(he consumer gcuKls sccu ir while i n the capital 
g(H)d.s sectors there has been an increase. 
However, it one compares the average 
concentration ratio (unweighted) it has 
declined marginally from 80 pci cent in 


industry 


1976 to 75 per cent in f989. Bin even 
75 per cent one could argue that the lc\ 
of concentration is very high in as much 
three-quarters of the total sales is account 


Tarli- 4. CiiANtiiis IN Firm Li* via 
MaKKHT SHAKIOi, IU7(v89 



Industry 

Average Chun 
in Firm 
Market Shy 

1 

Plu.stic products 

3.20 

2 

Pesticides 

4.80 


Two-three wheelers 

2.90 

4 

Tractors 

3.70 

S 

Gears and Pumps 

4.(K) 

6 

Moficd.s 

7 SO 

7 

Motorcycles 

2 6(J 

x 

Machine Tools 

2 80 

g 

Cables and conductors 

1.80 

10 

Switch gears 

9 20 

11 

Commercial Vehicles 

2 50 

12 

Compressors 

7 Ml 

13 

Automobiles 

8.20 

14 

Trucks and Buses 

2.10 

Sitiirt e Market and Market 

Share\ (vano 


issuus) Centre for Moniionng incJi, 
Economy 


Four-firin Conccniiaiion Ratio (Per Ceno 



1976 

l*^K1-X4 

I98S- 

1 Basic Goods Industry 

i Pig iron 

KM) 

KXHO) 

KMKi 

2 Cement 

00 

4K- 19) 

18i 

.1 Aluminium 

l(K) 

KK)(()) 

\m 

II Capital Goods lndustr> 

4 Jeeps 

KM) 

KK)K)) 

100(1 

5 Moiorcylecs 

KM) 

97( - () 

9G- 

6 Cars 

KK) 

1(H)(0) 

!()()( 

7 Three-wheelers 

96 

91 (-3) 

KK)< + 

8 Commcreial vehicles 

91 

95(2) 

KXIH 

9 Boilers 

80 

88(+8) 

KM)(02 

Id Dry cells 

66 

80( + l4) 

87 

11 Ball/Koller bearings 

76 

74(-2) 

7501 

12 Cement machinery 

89 

71( 16) 


11 Electric motors 

48 

68(-)-20) 


14 Agricultural muchincr> 

54 

56 (+2) 


15 Textile machinery 

42 

51 (-1-1 \) 

S2i 

16 Chetnieal/Pharmuccutieal Machinery 

42 

53(+12) 

41 < i 

III Intermedialc Goods Industry 

17 .Soda ash 

KM) 

91( -9) 

91 

18 Polyester .staple libn* 

KK) 

9()(>-K)) 

68 ( 

19 Visc»»se Fibre 

69 

8()( + ll) 

KK))+-( 

20 Nylon industrial yam 

KM) 

84 (-16) 

90 id 

21 Dyes 

75 

72(-3) 

5H<-I^ 

22 Nylon libre 

82 

65(-17) 

641 

2"^ Auto Tyres 

36 

61 (+25) 

S6(-: 

IV ConsuiiK'r Goods Industry 

24 Malted foods 

98 

98 (-1) 


25 Cigarettes 

96 

96(0) 

97 ( 

26 .Soaps 

86 

94 (+8) 

91 (+ 

27 Milk, baby prcduci.s 

79 

84 (+5) 

71 .1 

28 (Xricrgents 

88 

82 (-(1) 


29 Vegetable oils 

26 

30 (+4) 

29 (- 

.10 Jute icxtitcs 

18 

25(+7) 

1 

31 Sugar 

4 

7 (+3) 

611 


Nnte' Figures in parenthc.scs indicate percentage change in eonccniraiion ratios in I9R3'H4 
1976. and in )9XK-H9 over l9K't-X4. 

VWwrrr* Market and Market Slmres (varisou issues) Centre tor Monitonng Indian Econruny 
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lyKV 1984- 1985- 1986- 

84 85 86 87 


^ New 


1987- 1988- 1989- 1990- 1991- 

88 89 90 91 92 

Year 

-e- Exisling 


86ctc»r ha^ remaiii(»lnioit0rtewKCc^ 
during this period despite tiir existence of 
a licensing policy which had its main 
objective of creating capacities in tune with 
plan targets and the MRTP Act which aimed 
at preventing the relative growth of large 
firms. 

It must, however, be cxplicttly stated that 
our conclusions are based on a sample of 
industnes. randomly chosen as it were and 
not truly representative of the manufacturing 
sector. Thisis because our chuiceof industries 


Tabu 6; Trkni>n in Mercu:R.s 
ANi> Ac'oiiiSTioNS, 1988-1992 


Year 

Number of Mergers and Acquisitions 


Total 

of which Horizontal 

I48K 

IS 

uri) 

1989 

20 

S(25) 

1990 

25 

I2<48) 

1991 

;i 

I7I.S2) 

1992 

28 

17(61) 


Note Figures in puienihe.scs indicate hon/untal 
mergers and ucquiKiiions as a per ccni of 
all mergers and acquisitions 
^nurre Khunna. Sushil (199.^). p4. 

TaBI I- 7’ OlSINVKSTMBNT IN PSE SMARRS 

Number of Total Realisation 
Shores (Rs in million) 
Sold 

on million ih»s) 

1991 92 

First tranche 516.1 20 14270 

Second tranche 155 90 16110 

1992-91 

First tranche 128 70 6820 

Second tranche 110.60 11840 


Source. Government of India (1992-91), p 150, 


for by the lop four firms in the industry. 

It may ol course be noted that concentration 
ratios by iisclt arc not indicative of the 
competitive activity in the indu.stnal sector 
As a rough proxy for it we have computed 
the average absolute change in market shares 
ot the top 80 firms in 14 industries over the 
period 1976-89 In each industry, the average 
absolute change in market shares for firms 
was computed. The change in market shares 
is taken as an indication of competitive 
activity (Tabic 4). 

For most of the industrial groups, ihc 
average change in market share is below 5 
per cent, indicating thereby low competitive 
activity, especially when seen with the fact 
that most of the induscnal groups mentioned 
above arc also characterised by high 
concentration ratios. The data relating to the 
automobile sector needs to be interpreted 
with some caution. The relatively large 
changes in market shares in this ca.se is a 
mere reflection of the changes in the 
constrained output levels of individual 
firms. 

The basic conclusion that one draws from 
this analysts is that India's manufacturing 


Tabu 5 iNsuiNinrANT Roll ol MRTP Commission 


Year 

Notices for Substantial 



AnDlicaiu>j),slor 





Expansion 

Establishmcni of 
NewUndcrtakinas 

Merger and 
Ainalgainalion 

Take ovet 


1 

2 


2 

1 

2 

1 

2 

1970/71 

94 

16 

IS 

4 

12 

2 

11 

Nil 

1972 

81 

5 

8 

1 

1 

1 

15 

1 

1971 

84 

6 

26 

4 

7 

1 

15 

Nil 

1974 

60 

2 

51 

S 

2 

Nil 

8 

Nil 

1975 

80 

1 

46 

4 

4 

Nil 

8 

Nil 

1976 

81 

1 

48 

4 

6 

Nil 

8 

Nil 

1977 

5^ 

Nil 

44 

Nil 

1 

Nil 

4 

Nil 

1978 

46 

I 

15 

1 

6 

Nil 

1 

Nil 

1979 

12 

1 

17 

2 

S 

Nil 

2 

Nil 

1980 

18 

4 

44 

2 

14 

Nil 

6 

Nil 

1981 

126 

1 

115 

.S 

10 

Nit 

5 

Nil 

1982 

115 

4 

175 

4 

6 

Nil 

2 

Nil 

1981 

108 

2 

117 

5 

11 

Nil 

6 

Nit 

1984 

142 

Nil 

191 

1 

7 

Nil 

5 

Nil 

1985 

69 

Nil 

211 

Nil 

6 

Nil 

19 

Nil 

1986 

104 

Nil 

262 

Nil 

S 

Nil 

21 

Nil 

1987 

NA 

Nil 

NA 

Nil 

NA 

Nil 

NA 

Nil 

1988 

51 

Nil 

252 

Nil 

to 

Nil 

19 

Nil 

Total. 

1970-80 

1168 

44(1.21) 

174) 

42(2.41) 

119 

4(1,36) 

177 

3(1,69) 


Notes: 1 Figures in brackets indicate percentage shaie uf the total. 

2 I = total number of cases; and 2 = of which those leferred to the commission 
Sonne. MRTPC (vanuus issues) 


Eopnoniic and Political Weekly May 27, 1995 


* M-41 










wm not bwed tm their ifelative in 

the index of induxtrial pnKluctioh, hut rather 
dictated by (he availahitity of consiMenl data 
over (he pentKl under consideration. Yet our 
conclusions are not at all different Irom a 
careful and systematic study of the changes 
in concentration at the disaggregated level 
conducted IBhuskar 1992]. According lo 
this study, the average concentration ratio 
(thnre-firm) in about 120 industries which 
accounts for nearly two-thirds ol the total 
value added of the manutaciuring sector, has 
remained more or less constant at about 63 
per cent during the period I97K-79 through 
1990-91. He alsi) lound that in over a third 
of the industries the concentration ratio was 
well over 7.S per cent. 

Evai hahon or Ami-Monoish \ Poi.inrs 

We argue here that ihtaigh there were a 
number iif policies such as the licensing 
policy and the MRTP Act which had very 
specific provisions lor controlling the rclalivc 
growth of large I irms. very often their actual 
implementation by the government was 
extremely tardy and lackadaisical As a 
rcsull, a number of large hrms could use 
these pt^licies as an entry-deterrent strategy 
and thereby prevent the entry ol new 
competitors into the indusincs where they 
had a ik)minant presence. The auto tyre 
industry is a classic example where existing 
firms used the licensing policy as an entry 
deterring mechanism thereby maintaining 
their sway over the industry IMani 1993c|. 

A detailed evaluation ol the licensing 
policy especially with a view to finding out 
whether it has been used by firms across 
industries us an entry-deternng strategy is 
not attempted here We attempt an evaluation 
of the provisions ol the MRTP Act thal deal 
with the eonlroi ot the growth ol large firms. 
Basically we argue that the act has never 
been implemented seriously by the 
government. This can be traced to the very 
circumsiunces which led to the passage of 
the act in 1970. According to a detailed 
study (Paranjape I9H6|. the act was hastily 
pushed through at the height iif political 
turmoil in the country. Consequently, several 
important concepts and provisHms of the act 
were spell out deliberately in an ambiguous 
manner. This paved the way for its 
manipulation by viirious interest groups. One 
of the important provisions ol the ad dealt 
with the criteria to be applied while deciding 
which cases were lo be referred lo the 
Commission. In fact this is the one issue 
which has reduced it lo being a mere paper 
tiger*. This can be made clear by describing 
briefly the procedure involved in getting 
governmental clearances for industrial 
projects during the pre-July 1991 phase. All 
those large and dominant undertakings which 
attracted the provisions of the MRTP Act 
or are simply rcicrrcd to a.s MRTP companies 


hod to iirst apply lo the depaniiMppi of 
company affairs (DCA) H they wonted to 
set up a new unit^ substantiatly expand, 
merge or take over another unit. The DCA 
would then decide which of these casc.s 
should be referred to the Commission. In 
aeiualiiy only a very small fraction of the 
cases which came under these provisions 
have actually been referred to the 
Commission, fhc rest having been decided 
by ihc DCA (Table 5). 

From Table 5 it is clear that only a small 
fraction ol the cases were referred to the 
Commission. In laci the government .seems 
to have dispen.scd with the practice of 
referring any kind of cases altogether from 
as tar back as I9H4. In any case even when 
a application is actually referred to the 
Commission, its advice is mcicly 
recommendatory and the final decision upon 
It once again rests with the government In 
I act since 1984 most of the cases which came 
up under Ihc act have been approved by the 
government Prom the evidence presented 
we conclude that Ihc MRTP Act was never 
implcinenied properly with a view to curbing 
industrial concentration. In fact, the very 
concept ol concentration of economic power 
is not defined in the acf in any precise or 
quantifiable manner. Con.scquentiy despite 
the existence of such polices, industrial 
concentration remained high even in the 
I9H0S 

It is sometimes argued that this was the 
context against which the new industrial 
policy was announced which sought to lower 
considerably the harriers to entry. However, 
we argue that the policy on minimum el ficient 
scale of output announced towards the mid- 
I98l)s IS likely lo keep the cost of entry 
artificially high. This will have the net effect 
of discouraging new entry leading to the 
maintenance of already concentrated 


fftruciufts. explain this line of ati^ument 
as follows. In !9n5^K6^ ttie governiiieiit 
prescribed the ^minimum economic xcale 
capacity scheme* in about 72 industries. 
During the pre-1991 licensing regime, this 
policy meant that any future capacity creation 
in those specific industries will have to 
confirm to the minimum scales of output 
prescribed in the scheme. This requirement 
has the direct impact of raising the cost of 
new entry especially in those industries which 
do not have significant economies of scale. 
This IS because the government ha.s fixed 
the MES at a unique point. Implicit in this, 
is the unrealistic assumption that the long 
run average cost curve of a typical firm is 
'U* shaped as suggested by traditional 
neoclassical micro-economics. Second, the 
added assumption is also made that there arc 
significant economies of scale in all the 
cho.sen industries. If both these assumption.s 
are proved to be counter-factual, then the 
policy of fixing the minimum efficient scale 
at a unique level of capacity is highly 
questionable. For instance, empirical studies 
on the shape ot the long run average cost 
curve have shown thal the average com of 
production is minimum within a range ot 
output and not at any unique level of output 

Table 9 Employmlnt Conseouencl.s ok 
CL n.suRE OK Chronically Sick PSEs 
(As ON 31-3-1991) 

1 Total regular employment in all 2.22 

central public sector entcrpnscs 
(in million nuinl^ers) 

2 Tola! number of employees 

in the chronically sick PSEs 

(in million numbers) 0.31 (14) 

Note Figures m brackets indicate 2 as u per 
cent of I. 

AV;Mrc^:Department of Public Entcrpri.se 
(1991-92). pp .ES-26 


Tabli K. Extent oi Loss ok Governmfni on Account of 
PSE Shahh Disinvkstmknt 


Name of PSE Average Market prices as per_ .S2nd Week _ Loss to the 



Price at 
Which Share 
Value of 

Ks 10 was 
Sold 
(Ks) 

Et onumu Tunes 
Closing Price 
30/10/92 
(Rs) 

High 

(Rs) 

Low 

(Rs) 

Average 

(Rs) 

the Governmeni 
(Rs) 

1 BPCL 

244 

750 

1275 

650 

963 

.506 (208) 

2 BHEL 


140 

200 

1.30 

165 

102 (268) 

3 HCL 

2.S 

65 

65 

60 

63 

37(148) 

4 HOCL 

57 

144 

220 

1.35 

178 

87(1533) 

-S HPCL 

243 

550 

1200 

550 

875 

307(127) 

6 HZL 

22 

59 

65 

48 

56 

35(160) 

7 HMT 

18 

80 

85 

68 

76 

58(321) 

K SAIL 

13 

42 

80 

41 

48 

29(217) 

9 RCPL 

to 

44 

55 

41 

48 

34 (343) 

10 NLC 

11 

82 

NA 

NA 

NA 

71 (616) 


A/o/rv I The losK has been arrived ai by deducting the lowest ofclosmg price on October 31.1992 


troiii the average imcc al which the shares have actually been sold. 

2 Figuies in hrackct.s mdicaic the loss to govemincnt in percentage icmis. 
Stntn r Governmeni ot India 11992). Annexure 111 
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as it te posited by the V' shaped curve. If 
this were to be so, the government oughr to 
have fixed it within a range and not at a 
unique point. Second, technological changes 
which have been quite central to most 
industries of the modem world, haverendeied 
the existence of economies of scale in most 
industries less significant. In the light of 
these arguments, the policy of fixing the 
minimum efficient scale of output at very 
high levels is tantamount tocrccting a capital 
barrier to entry. This was especially so in 
(he pre-t991 perkxl as quantitative controls 
were replaced by financial controls. At such 
pre-determined capacities, the cost of 
establishing new plants is so high that only 
a few entrepreneurs can enter and that too 
only with the support of public financial 
institutions. It is easier for existing units to 
expand to such capacities than for u fresh 
unit to come up. This would mean the 
persistence of concentrated market siructurc.s 
in those industries which arc already 
concentrated. An analysis of the recent data 
on industrial invesiinents seem to confirm 
the fact lhal the rate of new entry into the 
domestic manufacturing sector is not going 
to tnerease in such a way as to increase the 
domestic competitiveness ol the sector first, 
ol all about two-lhirds ol the proposed 
industrial investment is m electricity 
generating sector with only 30 per cent of 
the mvcsimcnis in the maniilaciiiring sccior 
Second, an anitlysis ot the data on 
manuliiciunng investments levcal the 
tendency ol existing iiriils to expand via at 
least two routes, namely, (a) .setting up ol 
new units or expanding their existing 
capacities, and (b) taking over or merging 
with other units Wc adduce some 
quantitative evidence on both these The 
torrner issue is proxicd with the data on 
equity laised Irom the primary issues market 
This dUla has been further disaggregated 
into those raised by existing and new 
companies (the figure). The share ol existing 
companies has shown a significant increase 
since 1989-90 thereby indicating the 
influence of the policy on MF..S discussed 
above 

In recent discussions on the spun in the 
capital market doubts have been expressed 
as to whether all the money that has been 
rai.sed has actually gone towards financing 
fixed investments in the maniitaciuring scl lor 
[!u'itnonn.\t I99S| On the contrary, ii is 
estimated that companies (in 199'1-94) pul 
22 per cent of the funds raised into the stock 
market and only 47 per cent into as.sels. 

The evidence lor the secomi issue ol 
incrca.scd merger and acquisition activity is 
prc.scntcd in Table 0. 

There has been a substantial increase in 
mergers and acquisition activities in the 
economy since 1988, To a large extent this 
has been brought about by the abolition ot 
MRTP and FHR Afesirictions and especially 


the pre-merger scrutiny under the MRTP 
Act and the availability of large number of 
side and weak firm-s (Khanna 1993]. An 
interesting trend in Table 6 is the increasing 
share of horizontal mergers, which has the 
potential of maintaining the already high 
levels of concentration. On the basis of these 
arguments, we are doubtful about the 
potential of the new industrial policy to 
increase significantly the degree of domestic 
competition in Indian manufacturing sector. 

Ill 

Privatisation 

The next major component of the new 
economic policy is the reform of the public 
sector enterprises. And this process received 
an explicit character and form only with fhe 
statement of the new industrial policy. The 
policy sialcrneni contained four major 
decisions which alfcci the future role ol 
PSEs in India. They arc (i) a reduction in 
the number ol industries reserved for the 
public sector from 17 to eight and the 
introduction of selective compclilion in the 
rc.servcd area; (ii) the disinvestment of shares 
ol a select set of PSEs m order to riiise 
r esources and encour.ige wider participation 
o! general public and workers in the 
ownership ol PSEs. (in) the policy towards 
sick public enterprises to be ihe same as that 
l<»r the private seclor, and (iv) an 
iinprovemein performance through 
perl<»rmuncc contracts or through an MOU 
\ memorandum ol understanding) system by 
which managements are to he granted greater 
autonomy but held accounlahle loi specified 
results Further the policy towards sick PSE.s 
was made clearer with a drastic reduction 
m the budgetary support to sick or polcnlially 
sick PSEs 

Before wc proceed on to analysing inc 
details of the Indian programme ol 
privatisation it rs necessary to clarify a 
number of issues ai the outset. By public 


sector enterprises wc mean only the non- 
departmental and non-financia! enterprises 
under the ownership of the central 
government because the privatisation 
programme of the government has been 
confined exclusively to this subset of the 
PSEs. The PSEs which are engaged in the 
provision of infrastructural tacilities .such as 
road and rail transport, distribution ot 
electricity and telecommunication .services, 
provision of water'in urban and rural areas 
arc still ver^ much in the domain of the 
government The only exception is air 
transport where some limited privatisation 


Tabi h 11 Gap Bet wn n R)I Approvals 

AND AmiAL InKI-OWS 

<1/1 mtliumy of VS dollars) 


Year 

Approved 

Inflows 

Actual 

Inflow.s 

Gap 

1990 

67 

. 



1991 

204 

1.34 

70 

(34) 

1992 

1266 

220 

1046 

(83) 

1991 

2824 

369 

2233 

(80) 

1994 


708 

2717 

(79) 


Note Figures in brackets indicate the gap as a 
per cent of approved inflows 
Soun e AS.SOCHAM (1994), p 829 


Table 12 FDI Inhowsio India animohes 
Asian C'ountkips 

(X million I 

Country 1991-199^ (cuiiiululive) 


India 


937* 

China 


16736 

Malaysia 


8778 

Indonesia 


4218 

.South Korea 


4061 

Singapore 


l67(Ki 

Thailand 


7690 

Philippinc.s 

t 

2880 


Note * The data for India refers to the periml 
1990-199^ 

Sources (1) Table 11 of this paper 
(2) liurtmitmev (1991). p 22 


Tahm 10 A(.(.rp(.mi Ni f Lovi-Ti rm RKS(MiRri s Flows ro Di vllopinci Countrils 


Type ol F'lnaiicu 


m ^ 


19X8 


1992 

Ia-vcI 

Share 

Uvcl 

Share 

Level 

Share 

A OlTicial dcvciopineni finance 

14^0 

46.97 

40 7S 

3S01 

S4 S8 

14 8S 

ol which 

a Official deselopiiieni 







assi stance 

21 KV 

29 

11 38 

- 42 63 

48 12 

30 83 

b Official non conces.'honary 

H Loan 

1291 

17.42 

9.17 

I2..18 

16 26 

4 00 

Privule finance 
ol which 

W.29 

31 01 

31 30 

44 97 

102.0^ 

63 |3 

a Private loans 

.«).73 

41 48 

11.(X) 

14.83 

41 70 

26 62 

b Foreign direci 


0.12 

21.20 

28.61 

47 27 

10 18 

Invesiinents 







C c Foreign portfolio equity 
flows 

nil 


1 10 


1.107 

8.14 

Aggregate nei resource 
flows (A-pB) 

74 (19 

1(X) 00 

74 OS 

l(X) (M> 

136.61 

UX).0O 


Sounr IFC 1994), p 6 


Bcumimic and Poltiical Weekly May 27, 1995 


M-43 




Thi Impod of Now TocMofy in tbo Howspopor infcilry 
Raiul^ Samaddir 


^^Samaddar has probed an offbeat subject, but his well 
researched analysis quotes extensively from archival 
materials, adding to the book's signiScance/^ 

The Bcpnomlc Tlmei 

'The book is a well documented and researched study 
of unionism in the newspaper industry. Dr. Samaddar is 
not shy of stating the truth as he sees it*' 

The HInduiUn Timen 

> 19»4 « 1#8 pmwwa m Ke ISS |«leth} 

THI POLITICJkL ICONOMY 
OF INDUtTMihLItATION 

From Solf-rolionci to Globoliiotion 

Dalip S Swamy \ 

"This work is a clear account of contradictions in Indian 
economic development over the last 20 years. The author 
trace(s) out the horixontal contradictions between the 
ruling classes and the changing class alignments along 
the thorny path from dependent industrialisation to World 
Bank imposed 'Globalization'.'* 

Journal of Contemporaiy Asia 

■ 1M4 ■ 308 pafiee ■ 8a SFS {«Mk| ■ Be 1M IlMimF} 


MULTUMTieNAL INnWIIIMS 
MID INOIMTRIJUL OROMII3EIITION 

TIm Cost of Indio 

Nageah Kumar 

"This is a well researched book that provides some 
significant pointers." 

Buaineio India 

Dr Nagesh Kumar analyses the distinguishing diaracteristics 
of multinational enterprises in Indian manufacturing. This 
is the first study to use multivariate techniques to compare 
tile behaviour of MNEs and local firms. 

n 1884 ■ 881 pmwms m 8 a 888 fcUlh} 

URIRALItATION AND INDUSTRIAL 
DIVILORMINT IN THI THIRD WORLD 

A Comporison of the Indion and South Korean Engineerino industries 

Stafian Jacobsson and Ghayur Alam 

"The book is an important contribution to one of the m^jor 
debates of our time concerning the role of liberalisation 
in imfX'oving industrial performance in developing countries. 
The authors'intimate understanding of the (subject) enables 
them to modify and refine the conceptual constructs normally 
used in international development theory.** 

The Hindu 

■ 1884 a 884 peifpaa a 8 a 878 C«lafh) 

INDIA'S TRADE POLICY AND THE 
EXPORT PERFORMANCE OF INDUSTRY 

Pitou van Dijck and K S Chalapati Rao 

**(This) study can be considered as a pioneer work in this 
field.... The academic content of the study is of immense 
significance " 

Productivity 

**The timely and valuable contribution of the authors to 
tile critical issues of India's trade policy and its export 
performance is highly commendable." 

Southern Economist 

a 1884 a 888 peegaa • 8 a 848 falaffh} 


mwTicNiiieLear 

AND TNI ¥reMCIM'MtPONM 

MiaMlidroniQ, Labour on! Sodtly 

edited by Amiya Kumar Bagchi 

"The documentary evidence, in the form of tables and 
graphs, is quite exhaustive.... (The book) will be of 
extreme interest to students and managers alike who wish 
to avoid the iru^or ixtfaU of modernisation, which is that 
it is not afgreciated by those it is supposed to benefit - the 
users." 

BttOlaeH IndU 

■ t99B m »»• 



SAGE 

Pirff LM 


PstI aaa 42IS, Naw Oalhi 110 040 
(T«l; 0410004, 0444950; 

Fox; 91-11-0472420) 

AC-SS, Soh loko, ColcuMo 700 004 
(Tot: 377002) 

27. Moleiqr Rood, T Nogor, 
Modrai 000 017 
(Tol; 4345022) 
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of the deregulution variety ha> occurred 
with the allowing of private airtaxi services. 
Even in social sectors like education and 
health there is no major change in the role 
ot the public sector excepting that in some 
forms of higher education like engineering 
and management education there has been 
a drastic reduction in the subsidy 
component. As noted in Section 1. the 
hanking sector is being privatised while 
other financial related services like 
insurance continue to he very much within 
the ownership and munugemcnl ol the 
government as before. 

Disinvkstmfni PR(X*,RAMMI 

As seen earlier, il>c governmenrs overall 
new economic policy lays special stress on 
an increased rate Ibr the market lorcos. and 
consequently a reduction in the role ot the 
slate In fact the PSBs are generally 
considered he a drag on the governineni’s 
budget IJalan 19921/ The Indian 
g(»vcmnicnl s policy towards the PSEs is 
usually referred to as the public sector relomi 
programme ol which the disinvestment 
programme is an integral component. In 
terms ot operationalisation ol this 
programme,Jhe lollowing steps have been 
taken [Government ol India 19931 

(a) The budgetary support to loss-makmg 
PSBs in the form ol ‘iion>plan’ I tuns lrt>m 
the government is going lo be phased out 
by 1994-93: 

(b) The public sector equity is being 
disinvested up lo 49 per cent m a select set 
ol profit-making enterprises, not only to 
mobilise non-mllationury resources lor 
the budget hut also to broad-ha.se the 
ownership. It is expected that this will also 
'‘make the managements of the PSEs more 
commereially-oiicntcd. 

(c) The PSEs arc being allowed not tmly 
lo lorm joint ventures but also to raise Iresh 
equity from the market to linance iheir 
expansion plans. In this way the pt^rforniance 
ot an enterprise measured in icrms ot 
financial profitability will be one of the 
mam faciors that determine its ability to 
expand and being able to rai.se resources 
from the capital market. 

(d) The Sick Industrial Companies Act 
fSICA) has been amended u> bring public 
sector enterprises within the jurisdiction of 
the Board fur Industrial and Financial 
Reconstruction (BIFR), which will not have 
to decide whether these units can be 
elfectively restructured or whether they 
should be closed down. 

to More tlexibilily has been granted lo 
PSEs with respect to ihcir pneing decision. 

Among all these programmes, the one that 
has been operationalised so far ii the policy 
with respect lo disinvestment of government 
tH{uity in a select number of profit-making 
PSEs. The main rationale behind this is to 


raise non*intlattonary form of (inunce for 
the budget: all other objects arc subsidiary 
to this main objective. 

The programme commenced m 1991-92 
and since then there have been four tranches 
ol disinvestment of equity of yearly 30 PSEs. 
The shares were initially offered lo selected 
financial institutions and mutual funds, but 
in the sales during 1992-93 they were ol fered 
to the public and other financial institutions 
(Tabic 7). 

The government is also planning to offer 
PSE shares to workers and is in the process 
ot working out the details of floating new 
scrip offenngs on the slock market. 

The second important component of PSE 
reform i.s the decision to close down the 
chronically sick enterprises The workers 
thus retrenched are to be rctiained and 
redeployed using the National Renewal Fund 
(NRF) This lund is to he supplemented with 
the sale proceeds ol disinvestments up lo a 
certain anunini The NR I is thus envisaged 
as a mechanism lo miininise the social cost 
ti e insofar .IS displaced labour is concerned) 
of .such plant closures At the lirsi instance, 
lands have been allocated from the NRF lor 
implementation of the voluntary rciirement 
schemes (VRS) ot the central public sector 
enterprises. 

There arc two major costs lo this exercise.' 
The first cost ts the alleged underpricing of 
the shares and the consequent loss in revenue 
to the exchequer The second cost arises 
1 rom the possible shedding ol labour and the 
compounding ol this problem in the absence 
ot an adequate social safety net Both costs 
at leci the economy as a whole Wc undertake 
to examine the various dimensions ot these 
two costs which are not normally di.sciis.sed 
in the literature. 

(l) U.\DhRI»KI( IN(. OF PSE SHARI S AM) ( OSTS 
to LX( HhOl I R 

The proce.ss ot disinvestment of public 
sector equity cHimmcnced m 1991 -92 and so 
tar Ihcie have been four tranches of 


disinvestment. In the tirsi two (ranches the 
.sales were exclusively lo public financial 
institutions while from the third tranche 
onwards .shares were sold to private 
individuals also. It has now become clear 
that the price at which the sales were effected 
in the first two tranches resulted tn the 
government losing substantial amounts 
while It was a gam for the public financial 
institutions which purchased them The 
Comptroller and Auditor General in one 
ol his tecent reports (Report No 14 of 
1993) has worked out the extent ol loss to 
the govorninent on this account The actual 
extent ol loss due lo the possible 
underpricing is vsorked out and it is 
presented in Tabic X. 

The extent ol lo.ss to the government in 
percentage terms has thus varied from 127 
to61 band on an average, the loss, consequent 
to the underpricing is about 2S6 per cent 
h wc were lo apply this pcrc.’Ufcige lo the 
divestiture proceeds ol f^H)| 92 (Table 7) 
then the potential proiecd ^ vviuld have been 
Rs 1.25..342 million as .igatasi the Rs49.040 
million which have actually been obtained. 
This IS thus one ol the ».osis ol the 
disinvestment programme. 

Another dimension ol the proceeds from 
disinvcsimcni is the use to whicli ihc.se arc 
pul into. The government has used tins capital 
receipt to offset tor shorilalls m rrvenuc 
receipts and thus reduce the fiscal deficit 
which 1 ^ was required lo do as part of the 
IMf* stabilisation package. It shouldol course 
be noted that in 1992-93 the actual divestiture 
proceeds (of Rs 1S.660 million) had fallen 
short of the budgeted csiimutc (Rs 35.(XK) 
million) by as much as 47 per ceni. Some 
commentators have taken exception to this 
practice of using a capital receipt to finance 
shortfalls in revenue receipts.'* Needless to 
add, there is an important iradc-off by 
disinvesling government’s equity in 
prohlabic enterprises and using the proceeds 
lor current consumption needs, the 
government have foregone future yields from 
these enterprises. 


Tablc 13 Tim Kfi ativh Position of India in ihe Countrn Risk Ranking 

Countiy Rank Analyiicul Debt Access lo Iniemulional 

(Sep- Indicators _ IrKlicators _ Finance _ 

tcinber Ecu- Putiucat IVbl in C'rcdii l>ebt Access Access Access Discount 
t99.'1) nomic Rr^sk Default Rating Indica- to lo to of 

Perlor- or l^rbi tors Bank Short Capital Foreit- 

inancc Resche- Lending Term Markets ing 

duled Finance 


India 

.33 (.37) 

14.25 

(3 30 

1000 

1 92 

9.16 

0.09 

I 23 

2.50 

1 86 

China 

(43) 

20 70 

17.82 

10.00 

4.23 

8.95 

0.00 

1 2.3 

4(X) 

4.57 

Malaysia 

2K(3I) 

,22 49 

18.09 

10.00 

6 15 

9.43 

1 18 

2.75 

3 50 

4.93 

Thailand 

12(36) 

20.89 

16.76 

lO.(X) 

5.77 

9.42 

2.99 

I..30 

3 IK) 

4 93 

Indonesia 

South 

42(40) 

18.92 

16.76 

lOUO 

3.08 

8.71 

2.23 

1 50 

3 00 

4.29 

Korea 

26(29) 

22.18 

21 28 

lO.UU 

692 

9 74 

0 88 

2.50 

3.50 

4.6.3 


Nitifs: I Figures in hrackel.s indicaie the respective ranks in September 1992. 

2 The ranking is bused on a total of 170 countries 
Siiurvt\ Eunmonex (1993), pp 363-b6, 
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fMn.lC'ATIONS 
^ • «l- PklVAllSAllON 

Most of ihc public sector enicrphscs in 
ludt!i urc con^^ulerccl to he over manned. 
In fad fbere urc very many instances of 
PSts NciiH^ forced to employ people 
hetotigthg to a particular region or group 
on wdgbty tnon-iechnicar considerations 
HojiA^eve6 tbcie arc no esrimutes or studies 
i|uuntltyj|ig the extent of over-manning in 
the PSfis ‘ 

Any policy oi rclorin ol ihc PSEs will, 
thc^efurOi nccpicsurily involve making some 
labour mdundam. However an economy 
whidi haii'a huge buckkig of unemploymeni 
,and one where increasingly the structure ol 
production is shilling to capital-intensive 
meum Jhc labour absorptive capacity ot ihe 
nllinufactprtng sector is slowly reaching a 
stiluration point. It is against this background 
that the reforms in the PSEs in India are 
likely to lead to labour redundancies But 
we atgue that there is very iitiic in ihe new 
piihiies and pronouncements ot the 
government towards any concerted or 
Kystemube effims to tackle this problem 
Our arguments arc based on an exercise 
which makes a comparative estimates ot the 
ideal si^,of the'siicial safety net that is 
required to rehubihtuic the atfccicd people 
and Its octual Si/c as announced by the 
g4»vcimiieni 

In order to oiiiigaie the sultcrings oi ihc 
wofke/s who die likely u» he adversely 
atlecied consequeni lo privatisation ihe 
govertmieni have conceptualised a social 
xnlety net poputaily known as the National 
fcencsval'Fund (NRK) The lund which was 
oOis'ially launched on February. 19^)2 is to 
be finaiKtd through plan grants Irom the 
union budget, sale proceeds from the 
difstnvesiment ol PSE shares, loans from the 
Wiirld Bank and from hi lateral agencies 
si/e.ol (his tund have been variously 
dheussed; u suih of Rs 10.200 million is 
provided ror it in the budget lor |s>q^-s>4 
ICtovernrbent ot India 

The NR!*' has three segments jAssoi'ham 
lVv2|. namely, (i) the employment gene- 
rtftbn fund which will provide resources lor 
ettiploymcnt generation schemes in both the 
orgunl.scd and unorganised sectors, hd the 
N^ionaf renewal gram lund w hich will deal 
tinOth payments under the VRS and 
conlpen.satioii lt> workers at fccicd h> closure/ 
regionalfsation resulting from approved 
t^qbabilitatlon schemes m both the public and 
pHvulc sector enterprises: and tnii the 
iDsUranct lund for employers which will 
cater to thetr compensation needs in future. 
In shon ibe NRF is supposed to be useb for 
cditipenxaiing affeci«*d labourers in bmh the 
public and private sectors as well. Though 
lilcitatdngly it is used only Ibnmplcmenitng 
the VttS ot central PSEs. In tact we will try 
tb ihow that even for this pur|>i^se it is 


grossly inadequate. Thisexeansc. admittedly. 
IS based on a number of assumptions. 

EsomatiiS Ol Labock Rkdiindangbs 

The first step in the exercise is to arrive 
at some reasonable estimates of (he extent 
of overmanning. The Dcpurtmcni ol Public 
Enterprises have identified nearly .S4 central 
public sector enierpnscs oui *>i a possible 
246 as chronically sick PSEs II all these 
enierpnscs arc to be closed down there can 
be a tall in employment lo the tunc of 14 
per cent (Table 9). 

In order to understand the relaiive si/e ol 
this possible retrenchment, one should have 
some idea about (he rale of growth ol 
employment in the organised manulactunng 
sceiordunngihe 19K()s Intactaitergrowing 
at a rale of I 4 per cent per annum during 
Ihc period 1973-74 to I979-K(). the rale of 
growth ot employ mcni declined significantly 
to i-lO.b per annum during ihc 198()s 
I Nagarai 19941 So the retrenchment in PSEs 
IS taking place agnm.st the conlext ot a tall 
m employ mem opportunities in ihc organised 
manutaeturing sector in general. Most ot 
these relrcnchmem have been taking place 
through the VRS route This way ol 
retrenching workeis had also one another 
unintenlional clioct, namely, that man\ ot 
the senior and best qualified workmen and 
officers ol ihc PSEs were availing ol ilic 
scheme lo join competitors in ihe private 
sector I Sciaivud I992|. Ancsliniaicd 70.(KK) 
wi»rkers had opted for volumary reliremeni 
under the scheme. In short the hapha/urd 
reirenchnient policy has led to (he existing 
PSEs losing their most technically qualiticd 
personnel So at the end ol theday, a situation 
IS going lo emerge when the VRS is going 
lo he utilised by technically qualihed persons 
to IcMik lor grecnei pusliircs elsewhere in the 
pnvaie sector while the public .sector will 
continue lo he saddled with those very same 
employees who should be the actual target 


of this exercise. In view of the severe 
unemployment situation, the others who arc 
not that qualified and who might be affected 
arc lilccly to swell the stock of unemployed 
persons. 

Ioi:al vi-rsi's Acti.ai S(M'ia] Safhiy Nm 

Alter having arrived ai some estimates ot 
the extent oi labour redundancies one could 
arrive at an estimate ol the size of an ideal 
.s<icial saleiy net that is required. For this wc 
require two magnitudes, namely, (a) the 
number ol employees of the PSEs made 
redundant: and (h) an e.stimatc ol the average 
compensation package that has lo he extended 
(o a PSE employee who is made redundant 
The former is already estimalcd to be around 
0.31 million, w'orkers and the laitei o 
estimated lo be on .in average ol R.s 2S 
million peremployer Using the i wocsiinuiics 
the si/c ol an ideal .social safely nci should 
be Rs 7K billion (approximaielv US S 2,.S16 
million) in the next iwo or three years 
whereas the aclual si/e ol the NRF is onlv 
about Rs iO billion (equivalent u* US $ 64^ 
million). It inu si be added i hall he requirement 
lor VRS alone is Rs 7K billion, and fmanciai 
resources will also have lo he found for the 
other payinenis i onicmplaied m ihc NRF 
This shows ihai the NRF is grossly inadequate 

10 be an el leclive social salcly net It is thus 
clear (hat Jespiic statements to the conltrary. 

11 pnvaiisuiion is ellccted without any 
adequate social salciy net it will have senou^ 
employmeni consequences 

A tinal (loini to be made in our discussion 
o! India's privatisation efforts is ihe fad ih.il 
all ihc enterprises which are oltered tor| 
disinvestment arc the profii-making one 
while the loss-making ones eoniinue to hii 
within ihc public sector fold So the only 
result that this sort ol privatisation can hoix* 
to achieve i.s to raise non-infinlionarv 
resources for the hudgcl. And even on that 
count, the actual amount rai.scd has fallen 


Tahi I 14 l-oKi n.v PoKiioi ;> Inv» vimi nis in India's Primary and .Sh'ondary Markkts 

(in US i million} 


Month 

(1994) 

Number ot 
kegisicred (FII.S) 
(cuimilutivc) 

Gross 

Purchasfs 

Gros.s 

Sales 

Ncl 

Invcsiiiient 

Cumulative Nd 
InvextmtMit 

January 

I.^f> 

415 

174 

^98.3 

II76I{(> 

Fchriuiry 

I4S 

291 K 

46 5 

245 4 

1421.5(1 

March 

\SH 

24.5 V 

()S.6 

IKO.I 

1601 80 

Apnl 

160 

227 5 

64 1 

163 4 

1765 20 

May 

l»>l 

310 5 

51 7 

258 7 

2023 90 

June 

199 

^12 0 

KR5 

243.5 

2348 (X) 

Juts 

217 

13b.6 

5S0 

81.6 

2449 40 

August 

222 

174 (K) 

57 5 

1166 

2-566 00 

September 

229 

20X 80 

6.5 1 

14^ 7 

2717.30 

October 

241 

194 70 

84 7 

1113 

2827 10 

Noveinher 

2S9 

9K.20 

87 4 

10.9 

.3012 6(» ^ 

December 

2.S9 

115 90 

1(8)8 

LSI 

.3027 90 1 


Notf * Inclusive of late reporting which is not incor|M>raled in ihe monthly Hows The RBI 
placed it ai $ H29 million. 

Smtrt r ' HHW Rc.scarch Foundation (199.S», p 131. 
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short of the targets. Foreign invcstmcniK in 
the industnuf sector the one compirncnt of 
the hbcrulisation package that has attracted 
much interest, both within India and abroad, 
IS thcconsideiabic relaxation o1 govcrnnicnt 
controls with respect to foreign investments 
The government has made concessions and 
incL'iiiives w'lih respect to b«)th forctgndircci 
and ptirllolio invesimenis. The purpose ol 
thus subsection is lo map out the actual 
inllows ol torcign investments to the country 
since the announcement of the new changes 
and to speculate on the reasons as to why 
India has not been able to atiraci much 
lorcign direct invesimenis compared loot her 
countries in south Asia All over the world 
and especially in the developing world, 
foreign invesimenis have emerged as a 
significant component i)l the .iggregatc net 
long-term financial Hows li able 10) 

Table U) brings out an imeresling piciure. 
namely, that foreign invesimenis which 
accounted lor only an msignihcant share ol 
the total financial Hows now accounts lor 
as much as 38 per cent ol ail Hows and has 
now emerged as the single largest source 
Of particular interest is ihe relative position 
of portfolio invesinYenls which has grown 
a( (he fastest rate during the period under 
considcratidh. It is generally opined lhal the 
sharp decline in I IS and global intercsi lates 
and the slow down in OECD ec»)nomic 
activity are believed to have played an 
important role in ^pushing portlolio 
investment in developing countries' The 
main conclusion that one can draw trom 
Table 10 is that private financial Hows and 
within lhal foreign investments are the major 
source of finance to developing countries 
It IS against the backgrouiul (hat most 
developing countries have loiaxcd then 
regulations governing foreign invesimenis 

India too has liberalised various rules 
governing foreign investments and there has 
been a substantial increase in FDI inflows 
during the period since the announcement 
of the new policy. For instance the annual 
average net inflows to India during 1980- 
84 used to be only US $ 36. This has now 
increased to an average intlow (actual) ol 
US $ 319 during the period 1990-93. 

An important characteristic of FDI inflows 
to India is the considerable gup that exists 
between actual investments and approvals 
(Table 11). The gap between approvals and 
actuals have actually widened over the period 
and the actual inflows are now only about 
21 per cent of the approvals. The precise 
reason as to why such a big gap exists needs 
to be researched into. 

While the actual FDI inllow.s into India 
are substantially high compared to past trends 
in it. It is much lower than what other 
economics in the region arc experiencing 
(Table 12). 

One w'ay of interpreting the relative sue 
of the investments to India is to express the 


Indian inllows as a ratio of the average 
investment to the rest . This works out toO. 11 
indicating thereby that India has been able 
to attract only abuul 11 per cent ol the 
average PDl inllows to the major recipients 
in the region So the claims by the government 
that there have been substantial capital Hows 
in the form ol foreign dircci invesiincni is 
not borne oui by actual data. FDI inflows 
U) India, relatively speaking, is very little 
This shows lhal lonstderahle rclaxalion oi 
the regulations with respect lo FDI while 
necessary is not a sullicicni condition lor 
India to allraci subsiamial inflows ol dircci 
invesimenis from abroad 
The sulficicni condiiion is an amalgam ol 
a number ol laclors A summary measure 
combining the various loiuIiiious is worked 
OUI by v\|.:,h MNCs 

normally consuli. is called ihc couniry-ri.sk 


B Withholding Taxes 


Couniry Iniercsi Dividends 

iPerCenli (Per(cni) 


Argcniina Nil Nil 

Brazil IS IS 

Mexico IS Nil 

India 20 20 

China 10 20 

Indonesia 12 IS 

Korea 12 IS 

Malaysia 20 Nil 

Taivwan 20 20 

Thailand IS 10 


ranking. While there i.s no pe^iii>^:p4%itive 
correlation between j coumry*k1^nk,tn 
approach and {he amount of pDI ii has begn 
able to attract, it docs provide us wllh soirK.* 
in.sights (Table 13). 

Though India has improved i(s ritnk vi^ ilhltl 
an year, it is still lower thuri its neighbours 
in the region. ParliculaHy bUU is' its credit 
ruling in view of its high‘external debt. 
There is also a Iccimg that even-some ol 
the rctciu policy changes arc reversihlc in 
view ol Ihc rather strong op|^>sitton lo || 
from various opposition political parties. 
The iiilrasiruciure in India, piVriicularly 
iclecommuntcaiion services, is coiK^idered 
to be unsaiislaciory for the ^emitcenicnis of 
modern business though ijt* is''not clear 
wheihct It is actually so when coinparcd 
with countries such as China and Indonesia. 
The tact that India has been rathei late in 


Long-ionn capital gams on listed shares 
(Per Cent) 


Nil 

Nil 

Nil 

10 

Nil 

Nil ; 
Nil 
Nil 
Nil 


/Vorr.N (11 free entry No sigiitficani restrictions to purchasing stocks. (2) Relatively'free entry 
Some registration proccdure^ required lo ensure repuinaiion rights. i D Special Classes 
Foreigners reslneted lo certain classes ot stocks, dcsigiiaieij for loicrgn jlhveslors. 
(4) Auihonscdin\cMorsonly Only approvcdforcign investors may buy Nii)ek.v(5) Closed 
Closed t>r access severed resiricicd; (6) Rcpainalion of incoiik: Divideiul.v! tnfcrCKl. and 
realised capital gains. (7) Kcpaination of capital Initial capital invesitil; Ji8) Free* 
Kcpartiaiion done routinely . * 

Sount' Interrational Finance Corporation (1994). pp 2.^K-59 


TAHi.r IS Kii.aiivi ATrHAi''nvrNi-ss r)i-I ndian Poi irs ('hamiks with Ri si'M-f 
TO FoHHKiN PoKII-OLIO iNVCSIMrNTs 


bnir\ 


bxk 

Arc listed Slocks Irccly available 
io loieign invcsii>i\ ' 

tneoine 

RepainolpHi o4 
• CopiiUf 

A liivestmviil Kcgiilations Suniniary 
(as of end- 1993) 
a Free Eniiy 

for KntiTinx and Existing 

Knfcritiiig Markets 

Argcniina 

Flee 

Free 

Malaysia 

Free 

Free . - ’ ' 

Me \ ICO 

Free 

Free . 

Brazil 

h Relatively Ficc kniry 

Free 

Fife 

Indonesia 

St>iiic Resiriefions 

Some Ke^rneiions 

Korea 

Free 

Free * 

.Sm Lanka 

Some kesirieiions 

Spind Reslnelions 

Thailand 

^ .S(Vtial Classes <•! Shares 

Free 

Flee 

China 

Free 

Free 

Philippines 

d Atilhonscd Invesiois ()nj> 

Free 

Fmc 

India 

Free 

Free 

Taiw.m China 

.Some kestrieiiiins 

Some Kcsirjelions 

Mauriiiiis 
e Closed 

Free 

Free ' ' 

Nigeria 

.Some kcsirietions 

Some kcsinehore 
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iibei^ltfill^itspotici6scoinpaitid 
iike China which staribif its opening up in 
the curly 19H0s, would have acted as another 
factor. 

However, India has attracted large chunks 
of portfolio investments since the relaxation 
of rules governing such investments in 
September 1992 H able 14), The table shows 
that India has attracted substantial porilolio 
invesiments within a matter of two years 
In fact the pontolio investments tlows to 
India accounts for us much as 19 f>cr cent 
of such Hows to developing countries as a 
whole. The average investment per 
institutional investor works out to almost 
US $ 15 million - another indication ol the 
substantial nature of the investments. 

In addition some large Indian companies 
have been rather successful in being able lo 
tap the Euromarket It is esiimaicd that 
between May 1992 and November I99.T 
nine Indian companies raised close to 
US $ I billion m this market (Glen and Pinto 
1994], Glen and Pmto idcntily a number ol 
reasons as to why Indian companies have 
been drawn to overseas capital markets. 
Firstly, the volumes that can be raised arc 
higher while issuance costs at 2 per cent to 

per cent arc substantially lower than 
comparable rupee issues Secondly, 
achieving name recognition overseas is 
another factor. Thirdly, foreign investors are 
drawn tothc.se issues attracted by high yields 
compared to alternatives in the west and the 
expectation of significant capital gains. 

It must he added however that this figure 
of $ I billion raised by the Indian companies 
is not included in the data on portfolio equity 
investment flows presented in Table 14 So 
we need to examine how India has been able 
to attract such a large amount especially 
when It has not been able to obtain much 
FDI. Of specific interest Ui us iS how far 
these inflows have been in response to the 
various policy changes and secondly, to 
what extent these have been in response to 
the relative aitrucii vcnc.ss of the Indian sh)ck 
market. These are examined senutim. 

PofciKM.K) Eoimty In VI .s i Ml M 
AND Pol.K Y ClIAMil .S 

We have seen in Section I the specifics 
of the policy changes. The first point to note 
is that the Indian market is open only to 
authorised investors - namely, institutional 
investors from abroad such as pensum funds 
and not to individuals Secondly, the 
investments tn any company are subject to 
some ceilings. However, the aiiraclivc pari 
of the policy change from the point of the 
foreign investor is the freedom to repatriate 
the sale proc'ccds including capital gams 
immediately with virtually no lock-m period 
.subject of course to a withholding lax. The 
long-term capital gains and income on 
securities (dividend and interest) will be 


subject lo tastes of 10 per cent and 20 per 
cent respectively, while short-term capital 
gam will he taxed at 30 per cent. Capital 
gams will he computed tn rupee terms only. 
For the purpose long-term’ is one year lor 
shares and three years for dchentures/bonds. 
In order to understand the relative 
attractiveness of the Indian policies, we have 
compiled iii Table 16 the changes m other 
countries. 

Table 15 shows clearly that the policy 
changes m India arc not all that attractive 
in relative terms. For instance India allows 
only authorised investors to make 
investments. Second, India is one of the two 
countries having a withholding tax of long¬ 
term capital gams Of course free repatriation 
ol income and capital arc allowed. This 
shows that it is not merely the changes in 
policies which attracted the invc.stincnts hut 
also the inherent relative attractiveness of 
the Indian Slock Market. 

Port lolio cquit y 1 n ve.stment and (he rclat I VC 
attractiveness of the Indian Slock Market is 
measured in terms of a number ol standard 
indexes such as pricc-carnmgs ratio, the 
dividend yield and the IFC total icturn index 
(Table 16). 

We have presented m the above lour 
measures til the si/e ol the slock market 


litems a through d) and flHir tndekfis uf 
performance of India vis-u-vis Mexico where 
the market is completely open and that of 
China's wheit there are some restrictions 
While the Indian market seems to be more 
attractive than changes in the return index 
appears to he higher. However the Indian 
returns are more consistent or less variable 
compared to Mexican one and hence less 


Tabi.i 17. Mahklt Rni'RNS Adiij.sted 
fdkKisk. 1989-9.1 

i Treytutr Mensurr) 


Country 

MRAK {%) 

Indonesia 

5.40 

India 

2 60 

Hong Kong 

2 17* 

Philippines 

2 06 

Thailand 

1 85 

Minluysia 

1 7H 

.Singapore 

1 (D 

Geriiianv 

0 94 

UK 

0 84 

Taiwan 

0 12 

.Soiilh Korea 

4) 19 

Japan 

-1 20 


Note According lo the Trcyinir Measure the 
excess return i'* divided by the inurkei 
beta Irclalion to US DJI) 


SiHut V (Meinenie (1994), p 102 


I 1 16 Rl I AIIM ATIk.\(TIVFNtSS (»F I.NDIA S .STOCK MaHKH 



1990 

1991 

1992 

1995 

1 India 

»i Number of lisicd companies 

2455 

2S56 

2781 

^262 

h Market Lapitalisation 
(in mithoiis ol U.S $} 

^HS67 

477 hi 

fvSI 14 

97976 

e Trading Value 

(in inillittns ol tiS S) 

21918 

34295 

20S97 

21879 

d Turnover Ratio 

65.9 

56 8 

57 0 

27 S 

e P/E raho 

17.8 

254 

55 7 

59 7 

f f)ividend yield (per cent i 

1.9 

1 5 

0 7 

1.0 

g Total return index 

285.8 

538 5 

4160 

494 0 

h Change in Index (per cent) 

18.8 

184 

22.^^ 

IKK 

2 Mexico 

a Nuiiihcr i)f listed coiiipariies 

199 

209 

195 

190 

b Market capitalisation 
(in millions ol US V) 

52725 

98178 

1.59061 

2(M)67I 

c Trading Value 

(m million,s ol US Si 

12212 

51725 

44582 

62454 

d Turnover Ratio 

44 0 

47.9 

57 0 

56 8 

c P/E raiio 

10.5 

14.1 

12 5 

19.4 

t Dividend yield (|)ei cent) 

54 

0.8 

1 0 

1 6 

g Total return index 

1041.0 

21.52.4 

2608 2 

5909 8 

h Change in Index (pci cent) 

29 7 

106.8 

21.2 

49.9 

^ China 

a Number of listed eompanics 

. 

14 

52 

185 

h Market e,ipiiuii/alion 
(III millions ot US Si 


2028 

18255 

40567 

c 1 fading Value 

(in millions ol US si 


820 

16715 

4559.5 

d Turnover Katir> 


- 

158 9 

164 0 

e P/E ratio 

f Dividemi yield (per ccni) 
g Ttxal return index 
h Change in Index (per cent) 



too 0 

92.7 

-7.5 


Notes' I The ba.se dale lor the total return index for India and Mexico is (X'ceinber 1984 s HM). 


2 The base date l\»r ihc total ivlum index for China is Dcceinhcr 1994 = KM) 
StHin e. International Finance Corporation (1994). p L')9; p 155 and p J75. 
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risky. In f^t from the point of view of 
riskiness Indian market is ranked second out 
of 12 countries (Table 17). However Mexico 
is not included in the study. 

The Indian market is thus ednstdered to 
be less risky and hence uttructivc tor 
investments. Anotherimportaiucontnbuting 
factor IS the large size of the market. With 
23 stock exchanges and 7.000 limited 
ci»mpanies it is home for more than 60 per 
cent of all li.sicd companies in Asian markets. 
However the average si/e (in terms of market 
capitalisation) of an Indian company is only 
US $ 14 million, whereas m Mexico it is 
US $ 1.06 billion, and in China it is US $ 22 
million (IFC 1994|. 

We summarise our di.scussionot the policy 
changes with respect to lorcign mvcsimenis 
as follows. India has attracted very little 
capital inflows in the form of FDI There 
has been considerable gaps in what has been 
approved and what has been actually received 
and this gap appears lo he growing over 
lime. Details industrywi.se dislribulion of 
actual intlow's are not available Scanty 
evidence that is available suggests that FDI 
inflows have favoured sectors such as soli 
drinks and breakfast cereals. OI course the 
power generation industry is a ma)or 
rccipienu However doubts have been 
expressed as to the extremely lenient 
conditions under which ihese have been 
allowed in (lor instance the practice oi 
guaranteeing an assured post-tax return) 
This has been relerred to as a major .sell¬ 
out by economi.sis." India has achieved much 
porllolio equity mvcslmcnl Hows. However 
the desirability of attracting such investment 
Hows IS debatable First, of all the main 
rationale behind ihc government's policy of 
liberalising lorcign investments has been 
not only to obtain non-dcht creating financial 
tlow>. but also to promote manufactured 
exports and to obtain stuic-of-ihe-art 
technology Portloho equity investments 
does not promote exports or is not a conduit 
for modem technology It does bring in 
.substantial capital (lows - hut flows which 
arc highly volatile given the tree repatriation 
of income and capital with virtually no kx'k- 
in-period.^' Second, lhc.se Hows do not lead 
to any new investments, as the investments 
arc usually in the equity ol existing 
companies It will only lead lo a change in 
theownersKipol existing share holding from 
domestic to foreign owners. 

However the openness with respect to 
equity inflows had another positive effect, 
namely, that Indian companies have been 
able to tap capital markets abroad which 
have been very beneficial to (hem, especially 
in terms of lower issuance costs. 

CONCtUSIONS 

In this paper we are primarily concerned 
vrilh assessing the reforms in the industrial 


sector. Three components of the reform 
process were analysed, namely t the policies 
which affected the structure of the 
manufacturing sector, second the policy on 
privatisation and lastly the policy with 
respect to foreign investments. 

The Indian industrial sector is 
characterised by rather high concentration 
ratios. Because of an earlier policy on 
minimum efficient scale of output, it is 
very likely that the highly concentrated 
structure will be maintained as through this 
policy a capital barrier has been erected 
which has the potential of raising the cost 
of entry However with the reduction in 
customs tariffs it may be possible for 
competition from imports to emerge m at 
least some ol the industries. Second, 
there are no regulatory bodies to keep a 
check on the conduct of firms especially 
with respect to pricing, so that the rights 
of the consumers are inadequately 
protected. There arc, of course, in existence 
two incomplete insiilution/lcgislation 
in the form ol the MRTPC and the 
Consumer Protection Act, both of which 
do not have the same legal status as that 
of say the Oflcl in the UK lo regufate 
industrial prices. So this is an area to 
which the reform process should address 
itself. 

The process of privatisation and the 
rclorms in the public sector are likely lo sec 
a large number ol workers in both public 
and private sector cntcrpri.ses being 
retrenched. To rehabilitate these workers 
an effective social safety net is required 
and we have shown that whal the 
government claims lo have is grossly 
inadcquaie lo be elfeclive. Given the 
negative rate ol growth in employment and 
the backlog ot unemployed persons any 
policy which results in adding to the slock 
of unemployed in the manulaciunng sector 
can exacerbate social tensions in various 
parts ol the country 

The liberalisation of policies with respect 
to toreign invcsimeni has not yielded much 
foreign direct invesimenis. The widening 
gup between actuals and approvals is 
another characteristic ot FDI inflows lo 
India. Though a complete list of 
indu.slrywisc distribution of FDI is not 
available it is feared that even (he small 
amounts which the country has attracted 
bus gone towards low technology consumer 
products with very little export potential. 
Even high-tcchnology areas where foreign 
investments have been approved it is at the 
terms and conditions which are rather 
unfavourable to the country. The 
desirability of obtaining large amounts of 
ponlolio investments is questionable 
given the highly volatile nature of the 
investment and the fact these foreign 
investment do not result in any fresh 
domestic investments. 


Notes 

(This paper was written while the author was 
a Visiting Research Fellow at Queen Elizabeth 
House, University of Oxford. Subsequently the 
paper was presented at a seminar at GRREC, 
University of Fierre Mendes France at Grenoble, 
France. Comments on an earlier draft by de 
Bemis, Rolonde Boreilly. Sanjaya Loll, Vijay 
Joshi. EVK FitzGerald, Barbara Harns-White 
and Robert Cassen are gratefully acknowledged. 
Discussions with I S Guiati has also been very 
useful None of them are to be implicated for 
any errors that may still remain.) 

1 See for instance Wagstyle (1994). According 
to this journalist, despite frce-markei 
reforms. Indians economic upturn is modest 
rather than spectacular. Also see Ei onomist 
(1995), 

2 According to a study by Albert Berry and 
Frances Siewart (1994), which reviews the 
available evidence on change in income 
distnhution over the 1980$. .shows a worsening 
in primary income distribution in 
industrialised countries and in most Latin 
American countries. Some improvements 
have been noted in AsSia and little evidence 
for Africa. Secondary income distribution 
has tended to worsen in most areas 

3 This IS based on Mani (199.1b) 

4 li hu.s become a 'popular past time’ for a 
number of commentators, purely based on 
impression, to conclude that PSEs are a drag 
on the budget Thai they arc indeed or not 
have been, empirically, disproved by 
R Naguraj (1993) m a detailed exercise 
measuring (he macro-economic impact of the 
operations of the PSEs. 

5 For u detailed enumeration of-the various 
costs involved in privatisation see Bishop, 
Mathew, John Kay and Colin Mayer (eds) 
(1994) 

6 The Euroinoncy country risk assessment uses 
nine categories which encompass three broad 
categories namely analytical indicators, debt 
indicaiors. and access to international finance. 
For the details of this method sec Eunmitmey 
(1994), p m. 

1 However everything is not alright with Ihe 
global issues by Indian companies is indicated 
by the unexpected cancellaiion of a planned 
$ 1 billion global offering ot shares by the 
public .sector company VSNL which handies 
India’s international telecoms traffic. For details 
sec Anonymous (1994), pp 86-87 

8 Sec Ghosh (1994), p 13. 

9 In fact there has been much fluctuations in (he 
BSE sensitive index in the period since 
September i 994 and commentators have been 
quick to attribute this to (he activities of Fir.s. 
See tTW(l995), p 187. 
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Reservation Policy for Small-Scale Industi^ 

Has It Delivered the Gk)ods? 

^ M H Bala Subrahmanya 

This paper recapitulates the origin of the {mlicy of reservation of particular product lines exclusively for small-scale 
industries and examines the evointion and performance of the policy with a view to answering the question whether there 
IS a case for continuing the reservation policy within the current policy framework of economic reforms. 


RESERVATION policy for small-scale 
industry (SSI) has been the bone of conten¬ 
tion since the onset of economic reforms in 
mid-lf)9l. Small-scale entrepreneurs and 
associations justify reservation as it protects 
them and prevents the onslaught of large- 
scale enterpnses m the reserved product 
lines Large-scale enterprises as also 
foreign investors on the other hand demand 
derescrvation as this will throw open new 
areas of investment to grow m the domestic 
market. In this context it would be appro¬ 
priate to analyse and understand the objec¬ 
tives and achievements of the reservation 
policy since its inception. This paper at¬ 
tempts to probe the origin, growth and 
performance of reservation policy in the 
context of current policy framework and its 
relevance in the light of ongoing economic 
reforms. 

SSI has been receiving increasing atten¬ 
tion as an element ot industrial policy in 
India since independence. The Industrial 
Policy Resolution of I94H and the subse¬ 
quent enactment of I ndustries (Development 
and Regulation) Act, 1951 and the Industrial 
Policy Resolution of 1956 marked the be¬ 
ginning of organised direction' lor indus- 
tnal development in India. Industrial plan¬ 
ning aimed at diversifying the industrial ba.se 
mainly through the development of basic, 
intermediate and capital goods industries. 
Nevertheless, it laid much emphasis on the 
indispensable role of ‘decentralised mdus- 
tnal sector’ (synonymous with the then SSI) 
for employment generation in the economic 
development of the country. 

The industrial Policy Resolution of 1948 
declared that the sector has a special role as 
it was particularly suited for better utilisation 
of local resources (both Ituman and physical) 
and for achieving local self-sufficiency in 
respect of certain types of essential consum¬ 
er goods.* At the time of the First Five-Year 
Plan, small-scale sector was mainly con¬ 
fined to cottage and village industries. To 
promote different segments of SSI. govern¬ 
ment set up six exclusive boards, vi^, 

(1) Khadi and Village Industries Board, 

(2) HandkKim Board. (3) Handicrafts Board, 
(4) Coir Board, (5) Sericulture Board and 
(6) Small-Scale Industries Board (SSIB). 
The rote of SSIB is to promote modem 
SSI whereas the rest arc for promoting 
traditional industries. 


Since then, planning for modem SSi growth 
ha.s taken mainly two routes: administrative 
mechanism covering institution.sio deal with 
different aspcct.s of SSI such as technology, 
marketing, raw maienuls. finance and entre¬ 
preneurship: policy instrumeni.s covering 
incentive schemes (hscal. financial, general 
and backward area mccniivcs) and reserva¬ 
tion system. 

Admini.strahvi Framlwork 

Administrative mechanism for SSI is being 
looked alter by the Department of Small- 
Scale Industries. Agro and Rural Industncs 
within the ministry ol industry. Within the 
dcpunmcni there is Small Industries Devel¬ 
opment Organisation (SIDO) headed by a 
development commissioner.' 

- SIDO has 27 small indii.stry service insii- 
luics, 31 branch instuuies, 37 extension 
centres. IK field testing centres, tour pro¬ 
duction centres and two footwear training 
centres.' 

- To provide dillerem services and support 
to village and small entrepreneurs under 
a single rool. 422 District Industries 
Centres (DIC) have been set up to cover 
431 districts out of the total of436 districts 
of the couniry. (The excluded di.strict.s 
include the tour metropolitan cities, 
namely. Delhi. Calcutta. Bombay and 
Madras )■* 

- Industrial e.staics have been set up in dif¬ 
ferent parts of the couniry to encourage 
the growth of modem SSI. 

- National Institute of Small Industries 
Extension Training (NISIET) conducts 
re.search and training programmes and 
provides consultancy services. 

- National Small Industries Corporation 
(NSIC) deals with marketing including 
government purchase and supplying 
machinery on hire pun:hase. 

- National Institute of Entrepreneurship and 
Small Business Development (NIESBUD) 
is the apex body to co-ordinate the activi¬ 
ties of vanous institutes engaged in 
entrepreneurship development. 

~ Laghu Udvog Samachar{ 2 L monthly jour¬ 
nal of SIDO) is published in Hindi and 
English to disseminate information for 
(he benefit of existrng/prospective enire- 
prerieurs and concerned official and non- 
official agencies. 


- More recently. Small Industries Develop¬ 
ment Bank of India (SIDBI) ha.s been set 
up to take cure ol the financial needs of 
small industry. 

These agencies are meanHo provide pro¬ 
motional thru.s{ for small-scale industry. 

Policy Instruments 

Policy Jnstiument.s adopted by the govern¬ 
ment to encourage the growth of SSI 
comprise: (i) financial incentives, (ii) fi.scal 
inccnhvcs, (iii) general incentives. 

(IV) .special inceniivcs in backward areas, and^ 

(V) reservation of items for SSI. 

Financial Incentives: SIDBI provides 

direct assistance, among others, for 
specialised marketing agencies, industrial 
estates, acquisition of machinery/equipment, 
both indigenous and imported, equity capital 
through soft loan schemes, viz. seed capital 
scheme and National Equity Fund scheme, 
modernisation schemes, bills rediscounting 
and direct discounting scheme. 

State and local governments provide 
financial subsidies like interest rate and 
capital subsidies, and water and electricity 
subsidies and subsidies for the acquisition 
of land. 


Table I Reserved SSI in 1972-73 and 1987-88 
(Rsemreat current prices) 


Year 

Total 

Total SSI 2 a& Per Cent 


Reserved 

Output ol 3 


SSI Output 


(1) 

(2) 

(3) |4) 

1972-73 


2603.00 23.7 

1987-88 

1192S.(XI 

42972,11 27.8 


Stmrves (i) Firn SSt Census (1972-73) Rep^irt, 


IX^SSI. New Delhi. 1977 
(Ii) Set imd SS! Census (19H7-HH) Repftrr 
DCSSI. New Delhi. 1992. 

Table 2. CAPAcmr UmiSAimN of Units, 
Reserved m-A-m Total SSI Sector. 
1972-73 AND 1987-88. 

Year Reserved SSI Toial SSI 

1972-73 47.(K) 53 00 

1987*88 48 00 51 (X) 


Sources- (OFirrt SSI Census (1972-73) Repttri. 
DCSSI, New Delhi. 1977 
(II) Second SSI Census {I9H7-HH) 
Report DCSSI, New Delhi. 1992 
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Fbcaiimmiivmf: TteKcomprise invest* 
mem allaw«ice« ttm hoMays. eddhkMial 
depiecialion for new piimi and machinery. 

UM conoeswkNii by the central gov- 
emmem. exemption fmm sales taxes and 
tvmover taxes, etc. and state and local 
fovemmems provide exemption from dec* 
iricity larifis. 

GmiemI imemtives Include, among other 
thifiis, leservailon of items for exclusive 
purchases from SSI, pnee preference over 
medium* and large*Bcale units in public sector 
purchases, add scheme for 'Self-Employ¬ 
ment to Educated Unemployed Youths 
tSEEUY). 

Speciaf hicentives in Backwani Areas: 
Some of the schemes which arc operational 
are concessional finance scheme, transport 
subsidy scheme, interest subsidy scheme and 
income tax incentive, etc. 

These concessions are aimed at improving 
competitiveneu and are available to the 
entire SSI. 

RfSEXVATION or Itcms 

The must novel feature of India's SSI 
policy is the system of reservation. As per 
iWs policy, certain items have been exclu¬ 
sively merved for manufacturing in the small 
industry sector. The objective is to protect 
SSI units engaged in the manufacturing of 
such items from the competition of medium 
and large-scale units. 'The Reservation policy 
prevents the creation of new capacities in the 
large-scale sector in areas which are well 
within the cumpctence of small-scale sector 
so that the small-scale units arc able to cater 
to the addithmal demand for the reserved 
hems".'' However, large-scale units with a 
minimum export obligation of 73 per cent 
of their output afc allowed to enter into the 
production of reserved items. 

While insiitutHinal framework aims at 
mmuriiig SSI by creating a conducive en- 
vironinem. incemive schemes atm at provid¬ 
ing competitive edge to SSI units in the 
market. Utah these measures are prevalent 
worldwide which faciliiaic SSI dc velopment 
and are iherefoie welcome. It is the reser¬ 
vation policy, which protects SSI from 
competition, disiinguislHMt India fnnn that of 
the rest. Thereliire, it needs a ckijier look, 
especially in terms of its relevance in the new 
economic enviromucra. 

The origin of reservation policy for SSI 
can be traced in the Village and Small In- 
dusiries Committee headed by D C Karve. 
The commiitoe had the task of preparing a 
scheme, indusirywise and stalewise. for the 
utilisation of resources for the devciopinent 
oi‘ village and small-scale industries (VSI). 

The ol^lives ol‘ the K^heine were: 

- hulk ol' the increased production in con¬ 
sumer goods should be provided by VSI. 

- emphiytiiem provided by 

shoitid piogiessiveiy increase. 


- production and marketing of them ifidi^ 

irks ahould be organised on co-operative 

lines. 

The committee suggested, among others, 

(i) a scheme of concessions and benefits, and 

(ii) reservation of product lines exclusively 
for manufacturing in small-scale sector. As 
part of implementing the strategy suggested 
by the VSI committee, the reservation policy 
was initiaiod in 1967 with 47 items in the 
list. Since then, the list has been enlarged 
steadily from lime to lime. By 1970.35 items 
were reserved for SSI. With the addition of 
73 more items and dekiion of 4 items in 
1971. the number of items reserved for SSI 
Mood at 124. In 1974.177 items were in the 
li.st. in 1977, the number of items in the 
reserved list was increased to 304. In 1978. 
after the recast of the reserved li.M by assign¬ 
ing National industrial Classification (NIC) 
codes, ihc number of items wciu up lo 807. 
At present, 8.36 item.s ate reserved for (he 
.small-scale sector under I (D and R) Act. 
1951. Oovemmeni has constituted an Ad¬ 
visory Commitiee on Reservation, which 
meets periodically and considers for re.scr- 
vation, changc.s in nomenclature, etc Cre¬ 
ation of fresh capacity in the large/mcdium 
sector in lavervcd areas is permitted only if 
the unit gives an export obligation lo expon 
a minimum of 73 per cent of its production.^ 

The policy of reservation was mtixxiuced 
as u pnitective measure for SSI vis-ihvis 
large-scale sector. Reservation provides 


protection by pfevemtiig thecreatkmof fresh 
capacHios in birge*saite sector in product 
lines "... which arc technn-economicalty 
highly suitable for being taken up in the 
small-scale sector...".^ 

Thus. India has a long standing policy of 
reservation for SSI which .seems to have no 
parallel anywhere in the world. However, 
continuance of this policy in the current era 
of economic liberalisation constitutes an 
'aberration' for the economy in general and 
industry in particular. The policy needs re¬ 
examination as it treats SSI and LSI as 
watertight compartments. In this context, it 
is essential to assess the impact of Ihe policy 
on SSI. particularly in terms ol growth of 
reserved SSI vis-a-vis unreserved SSI. 

Reservation, coupled with concessions and 
benefits, is expected to provide conducive 
environment for 'unhindered and compeii- 
lion free' growth of units engaged in the 
manufacturing of reserved items. Reserved 
SSI. over the last two-and-u-hall decade, 


Tarle 4: Annual Growth or Proiuktion ol 
Resi:rvp.d and Unre-sekvei) SSI. 

19X3.86 lY) I9X7-8K 

Group Annual Growth Role 

Reserved SSI 10.3 

Unieserved SSI 13.0 

Snunr: Second SSI Census il9H7-SH} Refutri. 
DCSSI. New Mhi. m2 


Tarlc 3: Capahty Utilisation or Units MANUFAcruRiNo Reserved ano Unreserved Items. I987-8K 


ReMcrved Iteim Unreserved Items 

Industry Nii of Total No Capacity No of Total No Capacity 

Items of Units Uiilisaiion Items of Units Utilisation 
Rate Rate 


17 34218 42.67 


(1) Pood products 

(2) Beverage, tobacco and 
tobnccu products 

(3) ColICNi textiles 

(4) Wool, silk and synthetic 

fibro textiles 

(5) Julc. hemp and mesta textiles 

(6) Hosiery and gannems 

(7) Wood products 

(8) Paper product and printing 

(9) Leather products 

(10) Rubber and plaalic products 
(it) Chemical ami chemical 

products 

(12) Non-ineiallic miiieral 

products 

(13) Bask meuri industries 

(14) Metal products 

(15) MadUMiy mid parts except 

dcctricak 

(16) Elect, machin^ and parts 

(17) Transport equip and parts 
(IK) Mile mfg induRiries 

(19) Other services and products 
Total 


[ 

40 

74.22 

31 

26242 

67.XK 

14 

38.392 

43.20 

30 

.3216 

.37.33 

17 

16133 

37.89 

99 

10833 

.39,77 

166 

12206 

62.12 


39 

5301 

57.08 

14 

468 

56.51 

131 

44048 

32.24 

55 

2015 

66,10 

.39 

2157 

41.0.3 

102 

284.3 

60.46 

68 

2043 

29.82 

843 

202.377 

47.43 


387 

107839 

51 .39 

34 

4269 

39.63 

48 

1926 

67.58 

43 

1260 

75.65 

9 

228 

.37.44 

148 

3978 

7076 

133 

20746 

50.15 

178 

24376 

61.61 

102 

109.31 

70.07 

.313 

14712 

52.33 

1332 

20334 

49.89 


382 

31205 

47.93 

624 

17163 

41.94 

493 

38542 

51.37 

829 

216.36 

61.74 

420 

12987 

43.42 

328 

10931 

59.09 

367 

7617 

63.76 

347 

5510 

45.40 

6577 

3582.30 

50.49 


Smrte. Set'trndSSICensnsimT-HHikeiHfrt. DCSSI, New Delhi. 1992 
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should have emerged intoa ccmsiderahle and 
pnedominam sccior of smali-Hcalc indusiiry, 
with reialivcly high rates of capacity 
utilisation and growth. But figures prove 
otherwise. 

The valueol'production from reserved SSI 
has increased significantly during 1972-73/ 
1987-88 (Tabic 3) and the share of reserved 
SSI in total value of SSI output has gone up. 
It IS worth recalling here that ihc reservation 
list has been under constant .scrutiny and the 
number ot items has gone up«substantiafly 
during the period. Therefore, it would be 
misleading to conclude that the relative 
increase in the .share ot reserved SSI output 
in total output of SSI is due to the faster 
growth of the former. Rather the increased 
share Is probably due to the enlargement of 
re.served list as will be argued later. 

The capacity utilisation rate is another 
indicator. This is presented in Table 2, both 
for reserved SSI and total SSI sector. Con¬ 
trary to expectations and general belief, 
capacity utilisation rale is lower in reserved 
SSI as compared to the total SSI It is cleai 
that unreserved SSI utilises more of its 
capacity, both absolutely and reialivcly. This 
is brought out in Table 3 

One may well argue that the products 
manufactured in ilic reserved and unreserved 
sectors arc quite different and therefore any 
compansoiion the basis of capacity utilisation 
is untenable. But it needs to he admitted that 
the rate ol capacity utilisation docs indicate 
the ‘economic health’ of an industry and 
therefore to that extent compan.son between 
reserved SSI and unrc.sei ved SSI makes sense. 

Capacity utilisation is higher in unreserved 
Items than in reserved items in most of the 
industries. Further, the figures tor annual 
growth 11985-86 to 1987-88) ol reserved 
and unreserved SSI show that it Is the un¬ 
reserved SSI which grows faster (Tabic 4) 
This implies that reservation has virtually 
noi helped small entrepreneurs, cither to 
utilise more of the existing capacity or to 
achieve higher growth in production. 

Even within the reserved .sector, growth 
is not even and diversified. Among the 84.^ 
reserved items. 48 items together accounted 
for almost 78 per cent of the reserved SSI 
output (Table 5). The remaining 795 items 
had a share of only 22 percent of the reserved 
SSI output and a meagre 6 per cent of the 
total SSI output. This implies that reserva¬ 
tion has not enabled SSI to experience in¬ 
dustrial diversification significantly. 

Of the 48 Items which accounted for 
majority of the reserved S^l output, wc have 
selected the top 11 items (which have been 
m the reserved list .since the early 1970s) to 
study the change in their relative .share of 
output. Despite the fact that they have been 
in the reserved list for almost two decades, 
their share in reserved SSI output and total 
SSI output has not gone up (Table 6). Rather, 
it has come down considerably. This brings 
out that the relative increase in the share of 


reserved SSI is due to the subsequeht inclu¬ 
sion of items to the reserved list. 

On the other hand, a study of the lop six 
items (Which were in the reserved list but 


dereserved subsequently) shows that they 
too have grown significantly during 1972-73/ 
1987-88 (Table 7). Further, though their share 
in total SSI output has come down, it was 


Tabu 5: CoNCsmuAiioN of Output in Kpservud SSI, 1987-88 



Value of 

Per Cent Shuns lo 

Per Cent Shuns 


Output 

Reserved SSI 

Total SSI 


(Rs Crons) 

Output 

Output 

(1) Top 48 itciivs 

9278 28 

77 8 

21.6 

(2) Remaining 79S items 

2647.50 

22 2 

6.2 

(3) Total Reserved SSI 

11925.78 

l(K).0 

27.8 

(4) Total SSI 

42972.11 


|(X).0 


SouH't HrnmfiSSl Omu.x UW-m Kepttri DCSSI, New Delhi. 1992 


Tabi f 6. Growth or Top 11 (Selkci ) Industries of RF:.si:KvtD SSI 



Reserved 

{Rs cnire) 

CARG 

(I) Donic.Mic utensils (other than sieel) 

1972^73 

72 76 

1987-88 

2-39 94 

8.28 

i2l Laundry soap 

57 65 

29.3 40 

11.46 

(3) Agricultural iinpienienis 

5.V 11 

1.37.42 

6.54 

(4) Till eoniainers uiiprinicd 

25 43 

60.81 

5 98 

1.5) Sleet lurnilurc 

18 24 

143.02 

14 72 

(61 Diesel engines up lo 15 HP (slow speed) 

1602 

, 98.12 

12 84 

(7) Roofing flooring and gla/ed liles 

12.84 

62.89 

IJ 17 

(8) Salety matches 

il 64 

172.75 

19 70 

(9) Leather loot wears 

10.^4 

180.67 

21.01 

(10) Sodium silicate 

8.63 

74 66 

« 15.47 

(ID Fire works 

7 22 

49.80 

13.74 


293 88 

1513 48 

II..55 

Top 11 as per cciil ol total SSI 

113 

.3.52 


Top 11 us per cent of Reserved SSI 

47.6 

12.70 



StHures SSI CensitK U^172-7M ReporL DCSSI, New IXihi. 1977 

SeumdSSICensusiim m Re/mn, IXTSSI. New Delhi. 1992. 


Tarli 7 Grow n I of Top Six lNDUSTRik.s of thf Rr;Si:RVhD List 

(R.v cmre) 



1972-73 

(Reserved) 

1987-88 

(Dereserved) 

CARG 

(1) ACSR coiuiuclors 

19 70 

1.34 88 

13.68 

(2) Holts and nuis 

17 89 

105.10 

12.53 

(3) Ccincni pipes 

12.50 

55.56 

1046 

(4) PVC wires 

9.55 

38 36 

12.83 

(5) Paints :ind vumishes 

9.31 

92.03 

16.30 

(6) Elccineat wire 

4 0^> 

66.64 

20 45 


73 04 

512..57 

1.3.87 

Top 6 as per cent of total SSI 

28 

1.2 


Sifurres- Fir\i SSI Criiuis i 1972-73) RefHnt. 

DCSSI. New Delhi. 1977 



Tabu: 8' Growth of Top 10 Industrius oi' the Rf-sekved List 





iRservre) 


1972-73 

1987-88 

CARG 


(Unreserved) 

(Reserved) 


(1) Ready-mode gannents 

19.80 

997.04 

29 86 

(2) Sawn wood 

31.70 

752.55 

23.51 

(3) WocxIen furniture and fixtures 

20.20 

.300.04 

19.71 

(4) Cotton vests knitted 

28 85 

289.46 

16 62 

(5) PVC components 

2.78 

288.93 

.36.29 

(6) Exercise books and registers 

1205 

176.89 

1961 

(7) Sodium sulphide 

0.52 

158 78 

46 44 

(8) Plastic toys 

.3.67 

140.50 

27.51 

(9) BiMcttits 

II 77 

1.36 13 

17 73 

(10) Bread 

1.3.58 

128 48 

16 16 


144.92 

3368 80 

23 34 

Top 10 us per cent of total SSI output 

5.6 

7,8 



Soun^x: First SSi Census (1972-73) RepiPrt. fX^SSI, New Delhi. 1977 

Serimd SSI Census (l9H7-m Repnri. DCSSI, New Delhi. 1992. 
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not ail drastic as in the case of the top 11 
reserved iieips mentioned above. Obviously. 
It implies that the former has grown faster 
than the latter. 

It IS alsi) worthwhile to observe the change 
in the relative share of items which were not 
in the reserved list earlier but were added 
subsequently. We have selected top 10 items 
for the purpose (Table 8). 

The 10 items had a share of about 6 per 
cent of (he total SSI output in 1972-73 and 
it went up to only about 8 per cent in 1987- 
8K. This increase is mainly due to the sharp 
nsc in the output ol (I) ready-made gar¬ 
ments. (2) sawn wood, (3) PVC components, 
(4) Sodium Sulphide and (5) Plastic toys. 
Keeping these five industries apan. the share 
ol remaining industries has in fact, declined 
from 3.0 tier cent in 1972-73 to 2.0 per cent 
in 1987-K8, Of the five indusines in gar¬ 
ments industry, the industry ministry has 
decided to allow those SSi units who could 
export 50 per cent of the total production to 
step up their investment in plant and machin¬ 
ery five-fold fnim Rs 60 lakh to Rs three 
crore.* In fact, the Department of Industrial 
Development has recently suggested that 
leather and garments be taken off Irom the 
re.servation list Docs it mean that garments 
industry is more .suitable for LSI than SSI. 
for export promotion? 

The question that naturally arises is, is it 
due to reservation that these items grew fast? 
Or is It that the fast growing items have been 
brought under reservation? Answer to these 
questions needs further examination, which 
IS not aiiempicd here due to non-availubilily 
of requisite data 

Ntl-I) I OR Rj-t:XAMINATtON ' 

The logic fichind reservation is that all 
those Items which are economically and tech¬ 
nically suitable (or small-scale manufactur¬ 
ing should he reserved lor production in the 
small-scale sector. But this logic poses certain 
questions about the very necessity for res¬ 
ervation ior such Items If an item is eco¬ 
nomically and technically suitable for .small- 
scale priKluciion, IS there any need for blan¬ 
ket protection'^ Due to the economic advan¬ 
tages of production. S.SI .should be in a 
position to cHimpclc with L;irgc Scale Indus¬ 
try (LSI). Further, if significam investment 
from SSI IS not forthcoming into a large 
number ot product lines despite reservation, 
there is no economic justification to retain 
them in the reservation list and thus make 
them inaccessible lor the rest of the industry 
loi priKluciion 

Dereservaiion of such items might help 
mdustnal sector to experience growth with 
diversification. Those items which account¬ 
ed lor a significant share of reserved SSI 
output (but could not increase their relative 
share signilicanily) also need to be consid¬ 
ered for dercservatuin. The entry of large- 


scale units with their adveitising and mar¬ 
keting ability would help industry to exploit 
the potential of the ever growing mailcet. 
both domestic and international. As a result, 
there will be increased consumer awareness 
of the availability of a particular product and 
scope for interlinkages which will help SSI 
to grow faster. The present policy frame¬ 
work, especially the reservation policy, is 
destroying the .scale (as it relates to the size 
of firm) and external economics (that arise 
mainly from spatial juxtapositioningof firms) 
which could expedite growth. Indeed, it is 
imperative to view the .scalar structure of 
Indian industry as a continuum so that the 
scalar bias of growth could be eliminated.*' 

Little, Mazumdar and Page'*' have argued 
that protection again.st advanced domestic 
factory production is analogous to the infant 
industry argument for protection again.si 
foreign competition. In their industry spe¬ 
cific studies, with respect to soap industry, 
they found that non-mechaniscd soap indus¬ 
try IS a case in which protected infants have 
made some progress on product improve¬ 
ment, without using power. However, they 
have expressed doubts about the necessity 
lor reservation to become a permanent fea¬ 
ture With respect to the machine tool indus¬ 
try, they concluded: 'The fact that firms 
across the lull size range of the industry 
produce machines of varying quality indi¬ 
cates that there is no potential benefit to he 
gained from restricting the output of any size 
class of producer”." Perhaps, the same ar¬ 
gument can be extended to other industries 
as well 

The Advisory Group on Consumer Goods 
Industry con.stituted by the Planning Com¬ 
mission had recommended in its report 
submitted in 1989 " ..that the policy ol 
reservation should be progressively aban¬ 
doned over the next two years...”.'- It should 
he left to industry itself to decide which ot 
the Items have to he produced in SSI and 
LSI. vSeale ol production should be an out¬ 
come of economic rationality 

Conclusions 

7'hc policy for SSI can be pas.sivc, pro¬ 
tective and developmental. For a dynamic 
economy, developmental approach is the 
most desirable one. The aim of developmen¬ 
tal approach is not to preserve traditional, 
primitive, and outmoded units against change 
but to transf orm (hem and helpdeserving SSI 
units to modernise and grow and the sector 
as a whole to gain competitiveness. Promo¬ 
tional agencies are welcome as they form an 
essential and integral part of developmental 
policy lor SSI (in developed as also deve¬ 
loping countries). Protective measures like 
reservation (which dtffercntiaies Indian 
Policy with that of (he rest) dampen the 
developmental potential of SSI. To elaborate 
further, promotional agencies encourage the 


growtbof small-scaleenterprises but protec¬ 
tive measures such as reserv^on. coU}^ 
with concessions and benefits encourage SSI 
units to remain small rather than transform 
itself to a larger .size over a period of time. 
To that extent, protective policy acts as a 
'hindrance or di.scouraging factor* for the 
realisation of 'inhercnt dynamism’ of SSI 
and an impediment to the very competitive¬ 
ness of the sector. 

In the light of the above discussion, the 
government policy should be to help SSI 
units to upgrade technology, improve pro¬ 
ductivity and remain competitive in the 
'market on a continuous basis. Promotional 
agencies be given a new thrust in this direc¬ 
tion. Concessions and benefits should aim 
at achieving technology upgradation, pro¬ 
ductivity improvement and competitiveness 
Dual approach of (i) gradual growth from 
small to medium and medium to large, and 
(iO Intcriinkages, should be encouraged. To 
sum up, Staley and Morse’s conclusion, 
which they arrived at about three decades 
back, appears more relevant to India now 
than any time before: "policies toward small 
indu.stry should be ba.sed on a positive, 
developmental altitude, .seeking to aid by 
promoting efficiency, adaptation to new 
circumstances, and growth rather than by 
protecting ob.solctc types of production 
against the competition of more modern 
methods” " 
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Sectoral Variations in Electricity Pricing 

Indian Trends and International Comparison 

Rangan Banerjee 
Vinayak Shanbhag 

This paper analyses pricinfi trends for electricity in India and attempts to correlate the end-user electricity prices 
with the costs. Sectoral variations in the electricity prices are studied for the Maharashtra State Electricity Board 
and scenarios are constructed to predict the result of different pricing policies coupled with differing growth rates 
of sectoral consumption. A comparison is also made with electricity pricing policies followed in a few other countries 
and the possible implications of the Indian policies are di.scussed. 


ELECTRICITY is the costliest lorm of 
energy in the economy. The demand for 
electricity in India has been growing at 
8.6 per cent annually during the (leriod 
1980-9311 ]. The average annual growth rate 
of installed capacity during this period 
was 7.4 per cent. This implies significant 
investments in new capacity There is a 
scarcity of capital to meet the requirements 
of additional capacity to satisfy increasing 
demands for electricity. Pricing can be used 
10 provide the correct signals to reflect the 
scarcity oficleciriciiy and promote electricity 
conservation. However, if the price of 
electricity is high, it may result in a 
competitive disadvantage in the short run. 

In this paper the pricing trends lor 
electricity in India arc analysed. An attempt 
IS made to correlate the end-user electricity 
prices with the costs Sectoral variations in 
the electricity prices are studied lor the 
Maharashtra Stale Electricity Board and 
scenarios are constructed to predict the result 
ol diliereni pricing policies coupled with 
differing growth rates ot sectoral 
consumption A comparison is also made 
with the electricity pricing policies followed 
by a few other countries. A di.scussion of 
the possible implications of the Indian 
policies concludes the paper 

Anai y.sis Ol Indian Trends 

The stale electriciiy board sets the 
electncity prices on the principle of a cost 
plus arate of return |2|. Thcclccincity price 
is administered with different customer 
clp.s&cs having different tariffs. From equity 
considerations, electricity prices to the 
agricultural and domestic sector are kept 
low. These sectors are cross-.subsidi.scxJ by 
the industrial and commercial sector. 

The Rajadhyaksha Commtttce|2| recom¬ 
mended that tariffs should be .set to get a 
rate ol return o! 15 per cent on the capital 
employed. This is equivalent to a net return 
of 3 per cent on net assets which was the 

* Correction done to 199.1 price levels using 
Consumer Pnee Indiixs (13|. 


policy prescribed m 1980 with the 
amendment of the electricity supply act. 

The average co.sis and average realisations 
(total revenues ol the elccineity boards 
divided by the total sales) lor India during 
1974-93 [31 arc shown m Figure 1 In 1993, 
the average realisation (l2lp/kWh) met 
only 80 per cent ol the average cost (150p/ 
kWh). A plot of average realisation versus 
average cost is given in Figure 2 The 
realisation (P) is related to the cosKO in 
the lorm 

R = {).15 C ■!> 2 13 (r- = 99 per cent) 

It can be seen that the realisation is lower 
than the cost For linancial viability, the 
coefficient of ‘C in the equation should be 
greater than or equal to one (ab*) ve the doited 
line (45") shown) This indiLaics that 
currently the stale ciccti icily hoards do not 
meet their costs and are un viable. T he average 
realisation is made up ol dillerent sectoral 
realisations. Since there arc variations m 
costs and sectoral lanlK for dillerent Stale 
Electricity Boards the scchHal variation of 
iantts IS .studied for llie Maharashtra Stale 
Electricity Board (MSEiB), MSEB being 
one ol the lew SEB.s which is financially 
viable 

A plot ot average realisation versus average 
cost loi MSEB|41 lor I9KI-91 gives the 
following correlation 

R = 0 943r - I 656 (r- -- 99 per cent) 

Figure 3 shows a plot ol the variation ol the 
ratios of the sectoral realisations to the 
average realisation with time (1981-93)14). 
It is clear that the industrial Sector (1 54) 
and the commercial sector (1.46) are cross 
subsidising the domestic (0.67) and 
agricultural sector (0.15). 

Costs ol .supply to the dillerent sectors 
also vary. The industrial sector is subdivided 
into two segments : 

(a) HigliTcn.sion(H.T)industries - which 
receive supply at voltage higher than 400V. 

(b) Low Tension (LT) industries. 

The domestic, agricultural andcommerciul 
sectors receive power at Low Tension (LT). 
Bulk supplies to licensees. Tata Electric 


Company and inter state arc generally at 
Extra-High Vtilfagcs The EHV (aniTs have 
been taken as the average revenue from bulk 
supplies per uiin ol bulk supply Figure 4 
shows the real* cosiol supply ai low tension, 
high tension and extra high voltage from 
198l-92f4). It can be seen that in 1992. the 
cost ot supply at LI' is 1.66 limes the cost 
of supply at H I and I 96 times the cost of 
supply at EHV 

MSEB has dilfcrenl tariffs lor the HT and 
LT industrial sectors. In general, reali.sahons 
should eqiJ«il taiilfs though lli(;y may be 
lower than tarills as ii result ot delaullcrs. 
Figure 5 shows the variation ol ihc tariffs 
against the cost ol the supply. 

The correlations are shown m Table I All 
the secror.il lunlls barring the agricultural 
lanlKr'^ 0) correlate well with costs. The 
HT industrial lanll is 1.78 limes the co.st ol 
supply while Ihecommercial tariff is slightly 
higher than the cost ol supply! 1.18 limes). 
The bulk tanH is I 98 times ihc cost ol 
supply at Extra High Voltages!EHV). The 
domestic and industrial LT larifls account 
for only .H6 per cent and 70 per cent ot the 
co.sts ot supply to these sectors. 


Tamm I CoRnr cations Bn wm n Su’torai 
Tarii rs ANi> Costs oi Sum y 


Sector 

Equation 


r 



Per Cent 

DonKvstic 

T 0 My (' -r S 7 


70 

ComiTiercial 

1 ^ L1K C 1S S 


9S 

LT Ind 

'1---0 70C‘ 


9^ 

HT Ind 

7-1 K(K' i; 1 


97 

Agri 

19 t 


0 

EHV 

T - I 9X C 1 ^ s 


91 

Tahi I 2 

kAIM) nl kl Mhl s 

aiAi 1 

() 

iNIM'SlklAl lAKlflS 




19KI I9KS 

1991) 

!99t 

India (MSHHl 

1 l{. 1)47 

0 

0 U 

USA |Sj 

1 1 4H 

1 Oh 

i 69 

UK |6) 

1 7 1 (.9 

1 84 

LK4 

Japan |0| 

1 "t: \ 

1 4^ 

1 41 

Fiance l6j 

2 : S4 

206 

2 67 

bru/il |7| 

1 V) 1 IS 

1 32 

1 66 

China 18| 
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Fttsime t: Avkium Cost AveKAOf. TARtFr (1974- 



It will be worthwhile to examine the 
policies of different countries in setting 
sectoial tariffs. The comparison is made in 
terms of the ratio of the residential to the 
industrial electricity tariff and is shown in 
Table 2. 

It can be seen that this ratio was greater 
than I for India in I9K1 buthassiihsequeiMly 
decreased to less than 0.5, The laim u»i US. 
UK and Brazil ranges from 1.4-1.7 while it 
is highest for France (2.7), Figure 6 shou * 
a vanation of this ratio with lime for MSFJt 
along with the ratio of the cost of LT to H1. 
The ratio of LT to HT costs ranges between 
2.1 (19KI) to 1.5 (I992) while the ratio of 
residential to industrial tariffs has shown a 
gradual decline from 1.2 in 1981 to 0.3 in 
1993, This ratio was approximately 1 for 
China in 1993 and it has increased for all 
thccountriesexccpt India from I9KI to 1993. 


six .sectors considered, during the period 
1981-93. Thi.s is reflected in the higher 
growth rales of the agricultural <14 3 (ler 
cent per year) and the domestic .sector (13.4 
per cent per year) sectors as compared to 
the high tension industrial sectors (6.8 per 
cent per year). During the last lour years 
(1989-93) the growth rates of electricity 
consumption have declined with the 
agricultural sector growing at 10 per cent, 
the domestic sector at 9.8 per cent and the 
high tension industrial sct'ior growing at 3 9 
per cent pci ycui. 

The high tension industrial turif! has 
grown at the highest rate (IK.6 per cent in 
nominal terms or 8.8 per cent in real lerm.s) 
during 1981-93 followed by the commercial 
sector (4.t per cent in real terms). The 
industrial LT larifl has stayed almost 


in real terms wl^te the domeatic 
and agncultural tarilTs have fallen. (1.7 per 
cent and 5.4 per cent (realisation) decline 
respectively.) During 1989-93, there has 
been a move towards viability and reduction 
of subsidies resulting in higher growth 
rates of tariffs for the agricultural (20,3 per 
cent per year in real terms) and domestic 
sector (7.6 per cent in real terms). Tht 
average cost of supply has increased at 2 
per cent in real terms (MT cost at 2.9 per 
cent. LT cost at () per cent and EHV cost 
at 1.2 per cent). 

Variations in International Tarifi^s 

Table 4 shows the growth rates in the 
industrial and residential tariffs for US, UK. 
France, Japan and Brazil along with those 
of MSEB Iroin 1981-93 


Tabit 4, Annual Growth RATh.s oi- 

rORRFCTl-l) SlCIORAI RbALlSAnON.S 


Period 

Couniry 

Rate 

Race 



Per Ccni/yr) 

1 Per Ccni/yr) 



Industnal 

Residential 

l9Kf-H5 

USA 

-0 4 

0 2 

I98.S-H9 


-5.0 

-2.8 

1989-9.1 


-1-8 

1.1 

1981-93 


2-7 

-1.4 

I98I-HS 

UK 

-2,6 

-2.8 

1985-89 


-3.8 

-2.2 

1989-93 


-1.6 

-0.7 

1981-93 


-2 7 

-1 9 

1981-85 

Japan 

-1 4 

-1,4 

198.5-89 


-6 0 

-39 

1989-91 


-2.2 

-2.4 

1981-93 


-.U 

-2.6 

1981-85 

France 

-0 3 

1 3 

198.5-89 


-2.8 

-2.9 

1989-93 


-2.0 

-l.l 

1981-93 


-1.7 

-0.9 

1981-85 

Brazil 

-5 6 

-9.3 

1985-89 


-4.1 

-5 4 

1989-93 


-8 7 

0.8 

1981-93 


-5 0 

-4.8 

1981-85 

MSEB 

17.5 

-8.2 

1985-89 


3 6 

-3.9 

1989-93 


6.0 

7.6 

1981-93 


K.8 

-1.7 


Tabli* 1 Swtobal Growth Raifsoi GoNSUMmoN and Tariffs 
I30M COMM 


Growth rates of Seitorai. Tariffs 
AND Co,sTs (JF Supply 

The electricity consumption by different 
sectors is increasing at different rates. 
Table 3 shows the growth in the electricity 
consumption during 1981-93 and 1989-93. 

The shares of the domestic (from 6.4 per 
cent to 11.8 percenUandagricultural .sector 
(13.5 per cent to 27.2 per cent) have 
increased, while the share of the HT 
industrial sector has decreased from .36.9 
per cent to 33 per cent of the total of the 


Consumption 


1981 (per cent oi'Total) 

64 

2.9 

1989 iper cent of Total) 

tO.K 

2.7 

1993 (per cent oi Total) 

11 K 

27 

1981-93 (per cent/yr) 

134 

7.4 

1989-93 rper i.'cni/yr) 

9.8 

7.2 

Real Tonffs 



1981-93 tperceni/yrl 

-1.7 

4 3 

1989-93 iper cent/yr) 

76 

7.5 


LT INU 

HT INI> 

AGRI 

BULK 

5.7 

36.9 

13.5 

34.6 

5.5 

37.5 

24.7 

18.8 

5.1 

33.0 

27.2 

20.1 

69 

68 

14.3 

3.0 

54 

3 9 

10.0 

9.2 

0.5 

88 

-5 4* 

1.94 

2.9 

6 0 

20.3* 

2.3 


* Realisations 

I^K7-93 growth nuc considcfcd. 
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ncnme 2: AvoMoe ReMMAiKM muimst AmAoe CnsrUNOM) 


ScaXAMCK opTamvI im tfM 


I 

I 

I 



The previouft sectioii compim ludiaii 
tariffs with imcmaikiiial tariffs in I9M, eke 
project ions for whidi have iMn done on Ike 
basis of current growth rates. To get a more 
accurate picture ot the nse in tariff, it ts 
important to understand tkeesistingpiicutg 
policy. In India, the pneing policy is suck 
that the HT industrial larifT is used as a 
means of balancing the revenue to meet Ike 
cost. In Che presence of cross-subsidies, the 
following parameters affect the sectoral 
tariffs: ta) the sectoral costs of supply; 

(b) the tariffs of the other sectors: akd 

(c) Che sectcual consumption mix. Scenarios 
have been coiisinicted with different growth 
rates of consumption, cost and sectoral tariffs 
with the revenue balance being mainiained. 

The revenue balance ei|UBtuui matches the 
cost incurred by the State Elecirietty Hoard 
with the revenue accumulated through sale 
o( electricity to different iiectors. If the 
balance between the ccist and revenue figures 
is done in 1092-93. it is found that Hie 
average revenue per unit is approxtniaiciy 
I per cent lower than the avcfage cost per 
unit. This jusitfies the revenue halancc 
equation. It is assumed that MSBB will 
ensure its linancial viability in the future. 
Hence the revenue halancc equation wilt he 
justified in I99K. 


(i) It can be seen trom the table that the 
sectoral indtisinal tariffs m all the selected 
countries aro falling in real terms between 
I9KI-93. The liechnc in real industrial 
tarilTs ranges between 3.0 per cent (Bia/ih 
and 1.7 per cent (France) during the periiKl 
1981-93. On thecemirury. MSEB industrial 
tariffs have increased at 8.K per cent 
between 1981 and 1993 I ffour year growth 
rates arc examined, it is seen that MSEB 
industrial tarills were hiked at 17.3 per 
cent fier annuiri, in real terms, between 
1981 and 1985 followed hy more gradual 
increases ol 3.b per cent (I98l<83) and 
is currently increasing at 6.0 |)er cent 
(1989-93). During 1989-93, the industrial 
lariffs of the other countries have been 
declining at rates between 1.6 per cent 
(UK) and 8.7 per cent (Brazil). 

(ii) The corrected lesidential tarilTs have 
also been dropping in all the selected 
counirie.s at rates bciwoen 0.9 per cent 
(France) and4.8 per ceni(Brazil) per annum 
between 1981 and 1993 In the Indian 
residential sector, the tariffs have dropped 
in real terms by 1.7 per cent in the .same 
period. It IS important to note that the growth 
rates of the residential tanfl have been 
increasing in successive four year periods 
considered between 198) and 1993. In the 
period 1981-85. the decline was at the rate 
of 8.2 per cent per year and this rale of 
decline increased to 3.9 per cent. The 
residential tariffs have been rising at the 


rate of 7.6 per cent per year in the current 
period of 1989-93 Thi.s rise ol the 
residential tariff i.s a move towaids viaNliiy 
and away from a subsidy domiiialod sector, 
as has been tnic of the past. 

(iii) Tabic 5 shows a comparison of the 
industrial and residential tariffs in 1993 
and IWK as.suming that 12 year tariff 
growth rate between 1981-93 prevails tor 
the next five years. In all the countries, 
barring Brazil and India, the ratios of the 
residential to the industrial tarilTs have 
increased. In the case of India (MSEB), 
they have laticn trom 0.34 to 0.21. The 
industrial tariff, which in 1993 was 70 per 
cent more than the American tariff and 50 
per cent more than the Brili.sh and French 
tari ff. rises by over 50 per cent in real terms 
while all the other tariffs decline. In 1998 
the indusinal tariff is nearly 3 times the 
American tariff while the residential tariff 
stays at around 33 fx-r cent of the US 
residential lanff. 


where C represenis the aisi of supply to the 
meniioned sector and T and El^ are the tariffs 
and the consumption by i*ih sector. 

For the revenue balance, tariffs have been 
considered os realisaiioiis normally reflect 
the tariffs and tariffs are the policy 
prescriptHHis. Thbiebshows the relalionsiiip 
between realtsaticmaiid tariff for the sectors 
1981-92. It can he seen that the realisalHNis 
for thedomeslic, commercial industrial sector 
range between 93-96 per cent of the tariff 
tri from 87-95 per cent). 

Tablk 6; CoasFjLATiaNs iir SerTiaiAL 
Reausatvins wmi TAairm 


Sector BquatMMi F(PerCdnl) 

Domestic R«0.9.^T 87 

Commercial RBr0.94T 93 

Industrial R»0.96T 95 

Agii Rb0.36T 59 


Tasiz. 5: Pii4ia;iTiONS (if Reaijsaiicjns in 1998 


COUNTRY 

1993 

tV«K 

1993 

1998 

1993 

1998 

I99.VPAISE 

IND 

IND 

RES 

RES 

RES/fND 

RES/IND 

USA 

149 

130 

253 

233 

l.7f) 

1.79 

UK 

168 

144) 

316 

291 

I.KN 

2.08 

France 

171 

178 

448 

494 

2.62 

2.78 

Japan 

506 

4.19 

729 

639 

1.44 

1.46 

Brazil 

127 

107 

207 

163 

1.63 

1.51 

MSEB 

254 

387 

87 

79 

0.34 

0.27 
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the major goal of full employment to be attained in the near future and the limited capability of credit 
to the micro enterprises. The study has recommended development of satellite banking at grassroot 
level and a Micro Business Development Corporation as an apex agency for innovative programmes 
and coordination of flow of financial and development inputs that would seek to meet the needs of 
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Figure Ratio of Sixtoral to AvEkAiiE Rlausation (MSEB) 
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would be affected by the sectoral price. 
However it is not possible to obtain accurate 
estimates of the price elasticity of demand 
from the past data The growth scenarios 
have been constructed to sec the effect of 
differences in the agricultural and industrial 
consumptions on the tariffs 

Ic) Tariff Policy The sectoral tariffs have 
been growing much taster trum I9R9-93(P2) 
as against I98I*93(PI). Both these sets of 
growth rales can he used to extrapolate the 
1993 larills to 1998 and by maintaining the 
balance, the HT industrial tariffs can be 
dctornimcd Different policy measures could 
include a scenario wherein tariffs are made 
to grow at the same laie (P3) or a scenario 
in which the domestic and industrial LT 
tariffs move towards cost over the next five 
years (P4) 

Dis( ifss'ioN Of Tariff P(hj(Ths 

Some 32 di t terent scenarios are considered 
with combinations CGP^, The policy 
lesponse P will be taken in anticipation ol 
CG^ lor each lanll policy P the corrected 
larills in 1998 are di.scussed. 

Policy P I 

The secloral tanfls arc alllowcd lo grow 
at the 1981 -93 rates The HT inJiistnal tariff 
IS obtained by maintaining the revenue 
balance. Table 8a shows Ihe resulting 
secloral larills and the dilTereni HT 
industrial tan I t s obtained bused on the 
varying consumpiion growth rates. Under 


taken as a parameter while actual tan I Is arc 
taken tot the other sectors Dcjicnding on 
the growth lalc of the costs and growth in 
the elcclricily ^onsumpHons, tan 11 polici . s 
can be decided to maintain liic levenuc 
balance. Bclorc disc ussing the results of the 
various scenarios, the variations ol the 
different paiamctcrs used lor constructing 
the scenarios are described m Table 7 and 
have been summarised below 

(a) Cost. Two scenarios of costs have been 
considered, The low cost scenariolCI) 
corresponds to a real avciage growth rate 
I it coslot 2 percent annually (costs ol supply 
lor l/nO per cent) and HT(2 87 pci cent) 
during 1981 92 and EHV (1.2 per cent) 
during 1985-92). The high cost scenario! C2) 
represents .i growth rate ol 3 3 per cent ol 
average cost corresponding to the real growth 
rate in the price ol power grade coal Irorn 
1981-93 110. Ill 

(b) Sectoral Growth. Consumption growth 
rates during the 12-ycar period (1981-93) 
differ from the growth rates during 
1989-93. Extrapolations ol ihc.se growth 
rales form two .scenarios~Gl and C2. G3 
and G4 represent variations which account 
tor high mdiisinal growth and high 
agricultural growth. In the high growth 
scenarios, the growth rale has been increased 
by 2 per cent Irom the 1981-93 values, i e. 


lABLf 7 S( LNAKIO PAKAMI IlKS 


Co.st 

Secloral 

T;inff 



j 


tjriiwih 

Polk) 



t 

Cl Cl low 

G 1 All sectors 

P-l 

All sectv)rul lurifls 


IJ 0 »» |n.:i 1 i‘n(/>rai 

as per I9H1-U^ 


as per 1981 

^3 with 


111 ‘V |K r ‘ L-ni/yeji 



H3 Jiiiusied 


i 

liHV 1 2 pci cent/year 





1 

A\ 2 per ifni/yc.u 






C’ n r 2 u)si 

(j-ll All sectors 

P-ll 

All secloral luriffs 


as piT C oal 

as fK'r 19XU 93 


as |x:r 1989 9^ with 


piiic l9KI -'n 



HT wjjijsictl 


'1 

f Dsi ( ^ |H.*i kciit/vcar 





i 


G-ill High Indusi growth 

P III 

All i.irills glowing ai 



HT Indust 8 8 per cent 

same rales 


j. 


Others G 1 






G-IV High Agri growth 

P-IV 

LT industrial and 



Agri - 16 3 per erni 


doiiiesik to meet costs 

'■ 


Others G-l 


m 1998 HI lanll 





idiusied 




'tAHJi ha SriNAitio Poin’i 
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POLICY 1 YEAR 

LX)M COMM 

1.3 IND 

AGRI 

HULK 


1993 

87 265 

134 

2^ 

187 

f 

1993 Paiw 1998 

80 ,127 

137 

17 

205 


REAi (|x:i ucnt^yr) 

17 4 t 

0 5 

-54 

L9 


HTINl) 

G-l 

G II 

G III 

C IV 

•■4 

r 1 

357 


139 

376 


REAL 1 per Lcni/yr) 

7 1 

4 8 

59 

8.1 

‘s 

C 11 

461 

426 

434 

4H4 


REAL tpcrceni/yn 

127 

10 9 

n 3 
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Year 


' III Ae kMKf ttie jlfi ih^ 

MTuirifffi imges heiwMi ailecitiie by tl;9 
per eent aikI ust inemoe by 2.9 per cent 
tn real terin«. In the high coitt itcenario. the 
increase is between rates of 6.S aiid9.6 per 
cent tn real terms. If the policy P^ll is 
followed, the HT tariffs would grow at 
significantly lower rates as against P-1 or 
in most cases even the current rales. In fact 
in the low cost scenario with 1989-93 trends 
for demand being assumed to persist, the 
HT tariff is found to decline in real terms. 

Poiicy p m 

Policy P-lll ensures that all the tariffs 
grow at the same rate. In the low cost 
scenario, the real growth rate of tariffs 
ranges heiwccn 2.8 per cent und S.O white 
in the high cost scenario, the range is 
between 6.2 per cent and 8.5 per cent. This 
policy results in growth rules of tariffs 
which arc significantly lower than tho.se in 
policy P-l. With this policy, ill the low cost 
scenario, the HT tariffs will grow at a lower 
rate than the current trend. However, if the 
growth rate of costs increases, this policy 
would involve HTtariHs growing at rates 
similar to the current trends. 

P«/icv P-fV 


-Low Tension 


-Bxii’u High Voltage 


High Tension 

the low cost scenario (C-l>. tlie real growth 
rate in the HT indusuial tariff ranges trom 
4.8 to 8.1 per cent depending on the growth 
rate in demand of the scenario. This is 
similar to the currem growth rate in HT 
tariffs (6.0 per cent during 1989-93) and is 
lower than the growth rate bciwi*cn 1981 


balance, it can he .seen that the HT tariffs 
arc lower than those iibscrved in P-l (Since 
there has been a move towards viability and 
consequently higher growth rates of tariffs 
during this period) 


ITiis policy moves the domestic and LT 
industrial tariffs to ciKsts over the five-year 
peruxl from 1993 to 1998 while allowing 
the mher sectoral tariffs to maintain their 
1981 -93 growth rates and sets HT industrial 
tan ffs to maintain the bahincc. In this scenario, 
the HT tariff is found to increase at rates 


and 1993. 

tf the costs increase at a higher rate 
(C«ll), the real growth nite in the HT indust rial 
tariffs ranges between 10 9 to 13.8 per cent 
depending on the C,. These values arc much 
higher than the growth talc of HT indusirial 
tariff between 1981-93 (8.8 pei amii or 
1989-93 <6.0 per cent). As compared to the 
1981-93 values of growth G-1 which results 
in a growth in the HT indusirial tariff of 12.7 
per cent, a scenano which has a higher 
industrial gmwth (G-lll) re.sulcs in a real HT 
tariff increase of 11.3 (icr cent. If the 
agricultural consumption increases at a 
higher rate (G-IV), the real tncrea.se in Ihc 
HT larin is 13.8 per cent. It is clear ihai 
if policy P-l is followed, the HT tonfl will 
ihicteasc in real terms. This increase wemid 
be between 4.8 to 8.1 per cent in the low 
coat setsnano and 10.9 to i 3.K per com in 
the high cost scenario, 

Policy P^f 

If llittfHFking inilicicit permit t;rowth raick 
ef tB^loral uihfis ai their tSIN9-93 trends and 
the HT indusifiat larifT is set in maintain the 


TsBIJ= HB: .St'hNAKIO - PtM.|('V-ll 


POLICY.II 

YEAR 

IX>M 

a)MM 

LT INI) 

AGRI 

BULK 


I9v:t 

87 

265 

134 

23 

187 

1W3 Paiw 

IWK 

125 

180 

155 

58 

209 

HEAL (per cenVyr) 


7.D 

7.5 

29 

20.3 

2.3 

HT IND 



G-l 

G-ll 

G-lll 

G-IV 

C-l 



279 

243 

267 

293 

real (per cent/yr) 



1.9 

-0.9 

1.0 

2.9 

C-ll 



383 

348 

363 

402 

REAL (per ccni/yr) 



8.5 

6.5 

7.4 

9.6 


TaIM.K HC' (I) POLK'V-P-III AND C-l 


Sector 

[X)M 

a>MM 

LT INI) 

AGRI 

BULK 

HT IND 

Real(PisrCcni/yr) 

Gl 

108 

327 

U«(i 

28 

231 

314 

4„3 

O-ll 

10(1 

305 

154 

27 

215 

292 

2.9 

G-lll 

10.5 

319 

161 

28 

224 

.305 

3.8 

G-IV 

Mi 

337 

170 

29 

238 

323 

4,9 


Tabi.e 80: (ti> POuc v-P-lll and C-ii 


Sector 

IXJM 

a)MM 

LTIND 

AGRI 

BULK 

HTIND 

ftealtfSsrCcfiuyri 

G-l 

127 

387 

1% 

3.3 

273 

371 

7,9 

G-ll 

118 

359 

182 

31 

253 

.344 

6.3 

O^tit 

123 

376 

190 

33 

ms 

.360 

7.2 

C-IV 

131 

399 

202 

.35 

281 

.303 

8.5 
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hmnm 0.3 per cent 

tow cost scenario amt SJ anit 9.1 |tor cem 
in the high cost ticenirin. These rates are 
much lower (hun those seen in P*l which is 
a result of' Ihc reduced suhstefy cdtnponent 
due to (lie domestic and LTindtastiiiil tariflfk 
approaching costs. This policy would ifl^ly 
real growth raics 4>r LT industrial ta^ff 
between 7.3 per cent and 12.2 per cent and 
ol dcNnestic lariris het ween 10.9 per cent anct 
22..3 percent respectively For the high cost 
scenario, even alter moving domestic and LT 
tarins to costs, the HI' taiifT continues to 
grow in real terms. 

Cav(i.usiONS 

Stateelectricity hoards in India, setdifferenc 
sectoral tarilYs. with the High Tension 
Industrial tariff being higher than the 
residential tariff. In MSEB. the ratio of the 
residential tariff to the HI* industrial tarilT 
is 0.34. Thi*^ is in contrast to the pricing 
policies followed by US<I.7), UiC(L4)* 
Japan(1.4). Francc(2.7), BraaiHI.?) and 
ChinaK 1.0) where the ratH» is greater than 1. 
The cost of supply at High Tension is tower 
than that at Low Tension. However, in the 
case of MSEB. the HT industrial consumers 
•ind Ihc commercial consumers pay 1.8 and 
I.JH limes the costs of supply while the 
domestic and agricultural sectors pay less 
than the co.sts of supply. 

At current exchange rates, the pnee of 
electricity to the HT industrial consumers 
IS highest in the cii.se of Japan followed by 
India. Thi.s may result in a competitive 
disadvantage lo Indian indwiiries which can 
only he offset by incrca.sing energy 
eflicicncies. (Adiscu.vsionofthisi.savaiiaMe 
in the recent study by the authors! 12].) Japan 
has maintained the competKiveness of its 
industry by a concerted move to improve 
energy cfUcieiicies. ITiough detailed data is 
not available, the energy intensities of Indian 
induKtric.s arc generally higher than their 
international coumerparisl 14]. The 
residential tariffs in India is the lowest of all 
the countries considered. 

In all the countries studied, the real 
realisations are decreasing wiih time. In 
MSEB between 19H9 and 1993. the real HT 
industrial turifls are growing at 7.h per cem 
annually while ilic residential lanifs sire 
increa.stng at 6.0 per cent annually. An 
extrapolation of 1981 -93lari ff'tiends reveals 
an increasing disparity in the industrial tariffs 
between India and the other countries 
(excepting Japan) in 1998. with ihe average 
industrial tariff in India (MSEB* m 1998, 
being almosithreciimesthcavcrageindustnat 
tariff in the US. 

Scenarios have been consinitTcd to study 
the effects of the variations in the costs, 
sectoral growth rales and the impHcaiions of 
different pnenig policies. If the policy, is to 
continue sectoral lariff growths at 1981-93 
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YEAtt 

tXMM 

COMM 

LTIND 

AGRI 

BULK 


I99S 

87 

265 

134 

23 

187 


I99K 

190 

327 

I9U 

17 

205 

REAL (per cant/yr) 


16.9 

4.3 

7.3 

-5.4 

1.9 

HTIND 



G-I 

G-ll 

G-IU 

G-IV 

C-l 



294 

258 

281 

312 

REAL (per cent/yr) 



3.0 

0.3 

2.0 

4.2 


YEAR 

DOM 

COMM 

LT IND 

AGRI 

BULK 


I998 

238 

327 

238 

17 

20,S 

REAL (per ceni/yr) 


22.3 

4.3 

12.2 

-5.4 

1 9 

HTIND 



G-I 

G-ll 

G-III 

G IV 

C-ll 



369 

334 

350 

392 

REAL (per cent/yr) 



77 

5.7 

6.6 

9.1 


micfi and adjust HT industnal tariffs to 
tnoimain the balance, the HT tariff would 
liKtease in teal terms. The growth rate is 
lower than the 1981 -93 values under the low 
'cost scenario but similar to the 1989-93 
Values. Uhder the high cost scenario, this will 
increase between 10.9-13.8 per cent. If the 
policy is to permit higher growth rate.s of 
sectoral tariffs (as per the 1989-93 trends), 
the HT tariffs increase at lower rates. In the 
, low cost scenario, the HT tariff declines in 
real terms. Hence it the increases in other 
sectors con(inue.s as per 1989-93 and if the 
sectoral consumption.^ grow at the 1989-93 
values, the real HTindusinal tariff will decline 
in the tow cost scenario. However an increase 
in the growth rate ot costs would result in 
the HT tarifYs growing in real terms at b.5 


residential .sector would be 3-6. The focu.s 
of DSM and energy efficiency in India should 
be on the industrial and commercial sectors. 

It is clear from the analysis of trends and 
policies that the competitive disadvantage to 
the HT industrial .sector due to the high 
electricity prices is likely to persist in the 
short run. This has to he countered by a 
concerted effort lo improve energy 
cfTiciencies to maintain competitiveness. 
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APPOINTMENTS 


per cent 

A policy to have uniform growth rate in 
tariffs will sec larifl's growing uniformly ai 
rates between 2.9-4.9 per cem (low ct>sO or 
at 6-8.5 per ccnl(high cost). If thi' domestic 
IBdLT industrial taritTs are increa.scd to meet 
0ie cost of supply, the HT industrial tariff 
will continue tu increase in real icrnvs (0.3 
. tier cent to 4.2 pet cent m lor the low cost 
tg^enano and 5.7 to 9.1 per cent in the high 
cost scenario) 

It is clear that in the event ot the co.sts 
{greasing at a higher rate. HT indu.siriul 
larifYit will grow at rarev bet ween 5.5 percent 
and 13.8 per com depending on the sectoral 
COtisUfnption and the policy followed. II the 
costs grow ai 1981-92 values. HT lariffs 
yifiould decline if the 1989-93 iiicreasc^ in 
oSther larilTK t.s allowed to persist and the 
sectoral growth rates a^maiif at the 1989-93 
values. 

The differences in the scetoial pricing 
{KAicies folkiwcd by India and the other 
cotmirics will also alTcct energy efficiency 
and Demand Side ManagemciiuD.SM) 
rijieasurcs. In the US and European couiitncs. 
the emphasis of DSM is in the residential 
and commercial sectors. For example one 
pdpular DSM programme is tlic replacement 
c^incandesccnts by compact lluore tcenis in 
j|6c residential sector. Suppose this 
pKojmimmc ha.N a customer payback ranging 
between 1-2 years in the US. the 
corresponding payback period in the 
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This paper presents a detailed account of the status of stock market in India and the policies of the goifemment of Indkt 
that have luui a bearing on the public issues of securities during the 1980s and early 1990s. All public issues by the private 
corporate sector in / 988are analysed to identify the relationship between the different sources of funds, industrial categories 
affirms, firms classified by paid-up capital, size of the issue and the age of the firm. The paper argues that there is a need 
for financial innovations in terms of new instruments to promote the equity cult which wilt help mobilise funds from rural 
and semi-urban areas that have not yet been tapped adequately. 


I 

Introduction 

THE fund requirements of the private 
corporate sector in India are met by (he 
commercial banks, development banks (like 
Industrial Development Bank of India and 
Industrial Credit and Investment Corporation 
of India) and the securities market which 
form the broad segments of the capital market. 
The securities market in a wider sense 
includes both government securities' and 
securities issued by industrial units. The 
securities market, also known as stock market, 
comprises the new issue or primary market 
and the secondary market. The new issue 
maricetdeals with new issues floated by new 
and existing companies. The secondary 
market is a market for trading in the securities 
that are already issued. 

Since the early 1980s, the Indian .stock 
market has been witnessing several changes 
that have largely resulted in the increased 
reliance on funds from the securities market. 
Raising money from the public, commonly 
called making a public issue, is an avenue 
available to u firm to raise funds, especially 
for long- term purposes. When a firm goes 
public, it creates a market share for its 
securities enabling it to tap the market 
repeatedly a.s and when the need arises. 
Whereas, the reason for going in for a public 
issue may range from financing investment 
to widening the equity ba.se or dil uting foreign 
equity capital and so on, the factors deciding 
the succesui of an issue arc determined by 
the following factors: (a) reputation of the 
firm, (b) the size of issue, (c) the product 
range of the firm, and <d) size and age of 
the firm. Besides these factors the industrial 
and fiscal policies of the government that 
promote or inhibit industrial investment also 
play a crucial role. 

The present paper focuses on the new 
issue market with special reference to public 
issues by companies in the private corporate 
sector and is organised as follows. Sections 
II, Hi and IV portray the status of the capital 
market over the years and contain a brief' 
review of the findings of other studies. 
Section V discusses the method of analysis 
Of the present study. Sections VI, VII, VIII 
and IX jMeseni the analysis by (a) type of 
industry, (b).iize of firm, (c) age of thefirm. 


and (d) size of issue respectively. The last 
section contain.s a summary of important 
findings and highlights the policy 
implications. 

II 

Slock Markets in India 

The stock murkci where trading of 
securities takes place is an important 
constituent oft he capital market and performs 
an essential function, viz. providing a linkage 
between savings and investment, especially 
in the household and corporate sector. In the 
early l%0s, there were only five major 
stock exchanges, namely. Ahm^had. Delhi, 
Bombay. Calcutta and Madras. Presently 
there are 19 stock exchanges situated all 
over the country (Table I). It is evident from 
Tabic 1 that there has been an increase both 
in the number of companies and capital 
raised between 1980 and 1990 as compared 
to the earlier periods. Since the 1980s the 
primary market in India has been very active 
in terms of number of companies entering 
the market and the volume of founds. However, 
tlie activity of the secondary market has been 
restricted to buying and .selling ot a few 
.scrips. Further, trading in securities is 
conducted through a system ol auction and 
confined only to securities- listed with a 
stock exchange In general, firms have their 
securities enlisted with one or more stock 
exchanges to facilitate trading, enhance 
marketability and liquidity to a share. 
Intere.stingly, trading docs not take place in 
all the .securities listed with the stock 
exchange hut is confined to a few securities 
which results in movements ol prices of only 
selected securities. It is interesting that 
'^shares in the specified groups account for 
over 75 per cent of trading in the Indian 
stock market, while over 25 per cent of the 
securities do not get traded at all in any year" 
[Mayya 1990]. According to Desai (1993) 
stock exchanges in India impart liquidity 
mostly to equity shares rather than 
debentures. Even among equities, liquidity 
is imparted to the shares of a few of the 
largest companies and 70 per cent of the 
trading has been ctincentrated in the Bombay 
stock exchange. Since the early 1990s only 
those firms with a paid up capital of Rs 3 
crore and above areeKgible to bt listed with 


the stock exchange. Small compafties with 
a paid up capital of R.s 30 lakh Imt less than 
Rs 3 crore are listed with the Over (he 
Counter Exchange of India. The Natick 
Stock Exchange connects the major stock 
exchanges and has commenced its operation 
in July 1994. offering liquidity to a few 
specified securities. 

in 

Stock Markets: Growth and Trends 

The studies by NCAER (1966), Bhatia 
(1976) and Khan (1976, 1978) analyse the 
trend in the stock market and the new issues 
market in particular covering the period 1958 
to 1973. lliese analyses highlight the factors 
that cause fluctuations in (he prices of 
securities traded in the stock market. For 
example, a reduction in bank rate and excise 
duties and liberalisation measures (even 
though selective, as they were in the early 
1970s) have brought about a bullish trend 
in the stock market and an increase in stock 
prices. On the other hand, the Chinese 
aggression in 1962, the ban on forward 
trading in shares and imposition of wealth 
lax and expenditure tax in 1957 affected the 
prices of shares [NCAER 1966. Khan 1978, 
Bhatia 1976 and Kuchal 1970]. The NCAER 
study also identifies factors that cause 
depression in the stock market like a fall in 
the investibic funds due to a stagnant rate 
of saving, poor performance of companies 
and a high rate of speculative trading. This 
study also points to a decline in the new issue 
activities and a marked shift from corporate 
securities to other forms of financial savings. 
However, this study argues that though public 
response to the new issues was declining, 
issues of the well established companies 
have received a belter respon.se. 

Sinha (I960: 98) lists factors that alTect 
the success of a public issue, such as the 
*'size of the i.ssiie, whether the issue is by 
u new or old company and if by the latter, 
its profit and dividend record, the 
management of a company, the Rttn cm* 
institution that is in charge of under^ling* 
the terms of is.sue and finally tbe^fUtte of 
the stock market". 

On the new issue market Btis)tca*s study 
points out that during the bullisliliefMlIiefore 
1969the new issues leceivedabdt^itspotise 
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limm invcMtoffi. Sj^fieMtly. iiii 4 >iieof 
depicMeii stale of the martlet, issues from 
otd amipanich di«w a better icsponse than 
those of new companies. However, alter 
1969 a mixed iivml is evtdmwed. 

Analysing the new issue market for the 
period 1961*73. Khan (1978) ideniirics two 
distinct phases, vu. (I) l%2>67 and (2) 
1968-73 During 1962-67. capital issues 


accaunted for l7;4pm<pnt ofliMalcp|^ 
empk>yedwhei«asil was l4.2per«eHldiiriitg 
the second phase. This vaiiatkm is attributed 
to the decline in the response to the new 
issues. 

The effect of size of the firm and size of 
an issue on the cost of capital of the issue 
and the public response to the issues has 
been brought out by Bhatia 11976) and Khan 


(1978). lieae.riudiea iMitt poiMed esii dial 
oM. extaMMied and iatvrt'eoaqmnies srere 
in a more advamageous pmmion than the 
new and smaller ones in nisiflig fi^ frem 
the market. However. Ram Mohairst 1980) 
analysis of public response to equity issues 
by new units for the year 1978 and 1979 
has proved that in both the years, smaller 
issues (of less than Rx SO lakh) drew better 


Tabu I; Posinon or L»m> Comtanies 
lAsonMoreh 1992) 


Stock Exefumge 



Coinixinics Uxted (Number) 



Cuniial Including Debenturex/Bonds (Rs croie) 



December 



Match 




December 



_Mofcb_ 


IV46 

1961 

1975 

19X0 

1990 

1991 

1993 

1946 

1961 

1975 

1980 

1990 

1991 

1992 

Boffltwy 

m 

297 

767 

992 

2447 

2471 

2601 

123 

381 

1614 

29.30 

24238 

27592 

31495 

Ciilciilla 

>76 

576 

730 

H9I 

2329 

232K 

2388 

147 

.126 

913 

1472 

12309 

13986 

14953 

IteNii 

7.^ 

103 

394 

452 

2003 

2103 

2093 

73 

85 

428 

H8.) 

nm 

19446 

25.XMI 

ilrerlrisi- 

MKlIwi 

192 

249 

373 

39X 

586 

622 

654 

41 

112 

702 

788 

8535 

10880 

12277 

AhiliecfaliKKi 

Kl 

96 

136 

|(»9 

731 

76() 

85.S 

15 

84 

278 

601 

12565 

13919 

166(i2 

HydenikNid 


19 

47 

81 

241 

233 

239 


63 

51 

162 

2%5 

2619 

32.52 

Btffigaione 




163 

318 

3.36 

354 



141 

402 

7120 

7276 

10208 

lodm 


K 

19 

26 

10^) 

117 

123 


3 

2K 

84 

989 

1379 

- 

C^tfi 





79 

94 

86 





5202 

5475 

37i: 

i^one 





11.5 

119 

121 





4566 

4658 

)WW 

Lucknow 





783 

741 

778 





5716 

jKm 

- 

Ludhiona 





116 

137 

174 





1006 

1177 

3212 

Ofiwalmti 





170 

115 

218 





2340 

2339 

2632 

MangakHt 





20 

23 

24 





1882 

1896 

2407 

Mogiiiih 





14 

17 

30 





550 

580 

1346 

Jaipur 





20 

79 

116 





85 

370 

1456 

HMnueithwar 







20 






0 

.367 

Ri^ot 






1 

1 






3 


VaJodani 






5 

96 






27 

1491 

I'otal (excluding double 















covming) 

1135 

1203 

18.52 

2265 

5968 

6229 

6480 

270 

7.t.S 

2614 

3972 

27761 

32(M1 

40796 

Mafket value of all niockh 







971 

1292 

.3273 

6749 

70521 

110279 

354106 


Stwnv: CMIE, Btmr Suiiitticx Rekuinii lo Indum Kiimimiy. August 199.) 


Tabu-. 2 : Niiw Cahtal Isstrs tihkhioii Paosmis and Ricnm bv Non-Govlsnmunt Publk UMm-o CoMrANics 


Year 

Isauc rhtouith Pruauecu (Amount) 


Issue throuiEh Riidiis 




Divti ibution of Issues 



No of Equity 

Pref 

Debcn- 

Total 

No of 

Equity 

Pief 

Debcn- Total 

No of AnHMint 

No of Amount 

No of 

Amount 


Issucfi 

Shares 

Shares 

(life 

(2+344) 

1S.SUCS 

Shares Shores 

1 lures 

(74-849) Issues 


Issues 


Issues 















of New 


of Exist- 















Cos 


ing Cos 



1 

2 

3 

4 

5 

6 

7 

M 

9 

10 

II 

12 

1.3 

14 

15 

16 

1971- 

- 

26-5 

8.0 

84 

42.9 

- 

9.9 

1.5 

- 

11.4 

- 

.54 3 


32.5 

- 

21.8 

1972 

• 

33.6 

5.4 

25 4 

64.4 


7.7 

0.3 

- 

8.0 

- 

715 


35.2 


37.3 

1973 

167 

50.3 

7.4 

16 

60.3 

27 

10.8 

1.2 

0.5 

12.5 

194 

72.8 

122 

47.4 

72 

25 4 

1974 

126 

35.9 

.5,0 

5.0 

45.9 

47 

IU.4 

0.2 

- 

10.6 

173 

.56.5 

84 

23.6 

89 

32.9 

tw 

136 

76.4 

7.6 

1.5 

85 5 

.34 

12.4 

0.7 

- 

1.3.1 

170 

9X.6 

91 

58.4 

79 

40.2 

1976 

106 

42.8 

.5,1 

ro 

48.9 

26 

7.4 

0.4 

2.3 

lO.I 

1.32 

59.0 

72 

36.7 

60 

22.3 

W7 

104 

73 6 

1.7 

0.5 

75.8 

41 

18.2 

0.6 

- 

18.8 

145 

94.6 

61 

50.7 

X4 

43.9 

wn 

114 

73.3 

,5.1 

2.0 

80.4 

.50 

M.l 

0.4 

78 

19.3 

164 

997 

75 

61.4 

89 

383 

IdTp 

116 

88.7 

0.4 

7.0 

96.1 

71 

21.9 

- 

.59.8 

81.7 

187 

177.8 

75 

514 

1(2 

125.4 

ikw 

167 

66.1 

1,9 

.34,1 

1011 

70 

23.0 

0.2 

.38.6 

61.8 

237 

163.9 

141 

57.5 

96 

106.4 

ifgt 

307 

2.56,2 

2.0 

1.37 1 

,395.3 

73 

13.0 

0.1 

58.9 

82.8 

380 

478,1 

243 

207.8 

137 

270.8 

tM2 

447 

228.8 

11 

215.2 

440.1 

82 

17.7 

0.7 

185.5 

203.9 

529 

650.U 

371 

205.6 

158 

444.4 

I9S3 

807 

319,0 

0.2 

37 8 

357.0 

101 

23.x 

0.2 

389.1 

408.10 

908 

770.1 

756 

275.6 

L52 

494.5 


705 

337.5 

L2 

21.5 

360.2 

89 

44.1 

0.5 

432.7 

477.3 

794 

837.5 

651 

295.4 

143 

542.1 

IW4-U 

405 

.353.8 

0 1 

42.5 

.396.4 

66 

9.2 


650.8 

660.0 

471 

1056,4 

.338 

.309.2 

133 

7471 


721 

799,7 

0.9 

91.7 

892.3 

129 

98.3 

0.3 

751.6 

8.V).2 

8.50 

1762 5 

536 

627.1 

314 

II 15.4 

|9(I6-H7 

414 

883.9 

0.2 

482.2 

1366,3 

110 

116.5 

0.5 

10773 

1194.5 

524 2.560.8 

246 

730.2 

278 

1830.6 

198748 

140 

510.5 

6.7 

183.7 

687.5 

83 

586.2 

0.2 

475.2 

1061.6 

223 

1762 5 

87 

3406 

136 

1421.9 

1988-89 

191 

709a6 

1.8 

858.7 

1.570.1 

150 

.322.6 

1.5 

1278.2 

1602.3 

341 

31724 

121 

122X7 

220 

1943:7 

)9ll9-90 

190 

7.34,1 

5.4 

24<I0.7 .)I4U.2 

218 

484.7 

15 2X48.7 3332.4 

408 6473.1 

105 

666.6 

103 

5X06,5 

t9SI0.9l 

151 

963.5 

)3.0 

997.8 

1974.3 

214 

284.0 

(13 

1943.2 2227.5 

365 4201.8 

88 

753.5 

277 

344H.3 


Mawr; * january becem^. 4’April-h^'h; - Data nm available. 

Sourer: ViriouA iiiuei of KefttHi tm CsrrnuT twd ftmwtr. Vol I. Reserve Bank of India. 
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.BeonoiBid«d RnRIiGd’-Weiekiy': 



:ci»pi^. HnMigti tte 
UMpoiiie iftnm was beaar in I9f9, 
imajacu with a lessar lime lag ami issues 
from astahtished promoters attracted the 
oonUdence of the investors in 1979. The 
studies by Khani 1978) and Prasad and Rao 
(1982) have attributed the poor public 
response to a variety of factors like (a) an 
unattractive yield cm shares compared to the 
other investments like deposits with banks 
where the return on investment is assured, 
(b) savings in provident funds and life 
in8uranoe,etc,and (c)shrinkage indisposabte 
savings due to high taxation of personal 
inoomeandinflation. Perhaps it isan imerplay 
of these factors that led to the evident 
dependence of the corporate sector on the 
financial institutions fLalitha 1993). The 
study by REl (1989) has poimed out that 
between 1981 and 1983 the number of 
companies that came out with issues has 
doubled mainly because of a phenomenal 
rise in the number of new companies. Of 
these issues, a substantial portion of both 
debenture and equity issues were 
underwritten. 

Underwriting of an issue was normally 
used as a devise to ensure success of the 
issue. Sinha points out that during 1956 to 
1959,'^the amount underwritten as well us 
underwriting as a proportion of total is.sue 
recorded a sharp rise. However. 
Parthasarathy*s (19^) analysi.s of issues 
between 1961 and 1983 highlights that 
underwriting does ncH always guarantee 
success of the issues. Notwithstanding the 
success or otherwise of an issue, by 
underwriting the company is assured of the 
underwritten amount in case of under¬ 
subscription of the issue. Narta's (1992) 
analysis points out that underwriting 
activities have increased with the availability 
of underwriting facilities provided by the 
various underwriting agencies. However, 
underwriting as a practice declined during 
the I98()s largely due to the spread of equity 
cult (which is measured in terms of direct 
participation by public in subscribing to an 


ilttub^). On lbe cost orpuMic Issues, Nuria 
points out thWcost pf isiues was fouiri to 
be high in the years of meessionat ecommiic 
conditions. The cost of issues of private 
hmiled companies converted into public 
limited companies wcie the highest followed 
by existing companies... cost of public issue 
of equity .shares was also found higher in 
existing companies*' (p 291). 

Singh*s (1994) analysis on trends in capital 
issues (I975 wI 989) shows that the volume 
and amount raised i hrough prospectuses have 
been higher than those raised by way of 
rights issues. And except the years 1977-79 
and 1988-89, though the number of issuc.s 
from new companies wu.s more than the 
existing companies the amount rai.scd by 
both new and old companies has shown an 
cnc*ouraging response. Further, the scric'^ of 
legislative mca.sure.s brought in bv the 
government tike itiiioduclionotconvfttiblc 
debentures. incrca.sing the ceiling on the nitc 
of interest, etc, have resulted in a shift in 
the preference of invc.siors Imm equity to 
debentures This phenomenon is also 
reflected in the consent given for equities 
which was higher before l9K()s and 
domination of debemurcs after 1980s. 

Several committees were set up between 
the I98()s and early I99()s to review the 
various aspects ot capital market. The 
Rangarajan Committee (1986) reamimendcd 
that the corpoi ate sector should try to be self- 
reliant as far as possible by stepping up their 
own savings and by rai.sing funds from the 
capital market. It further recommended that 
the well csiahlishcd companies should rely 
more on their own resources thereby enabling 
the financial institutions to as.sisi the new 
compaiiic.s/cntrcpreneurs in a greater 
measure. Evidently, the changes in 
government rules and regulations have 
created a favourable business atmosphere in 
the country that has resulted in the increased 
reliance on funds from the .stock market. 

The Abid Hussain Committee on the 
working of (he capital market (1989) had 
recommended proper integration of the stock 


exchaijfdi 

simpiilkation of the ptoemn^^^ 
transfers to enaniragc diicd mvestmeiit bi 
equity.Thecommitiee 

networkii^ of mutual funds and aHMring 
the private sector to enter the mutual fiind 
market. The committee has stressed iha 
nece.ssity to introduce innoviaiveinstmiitdh^ 
for broad-basing the capita) market 
Accordingly, a national sliHrkiintchangd^ras 
set up to integrate the stock nuukets iti the 
country which will also enable the invencrs 
to lake advantage of favourable prices 
prevailing elsewhere. Also, private sector 
mutual funds have been set up. 

The Narasimham Committee im itnanciiii 
sy.stems (1991) which recommenaCd 
sevcrnl measures for speedy liberaitsatkili 
o{ the capital market suggested that prior 
appnival of any agency for a public issue 
be dispen-scd with. The committee however 
has cautioned that "SEBi should not become 
a controlling authority substituting the 
functions of the erstwhile CCI. It should 
function a.s u market regulator to see that 
the market is operated based on well 
laid down principles and conventions** 
(summary of the report of the Narasimham 
Committee on the financial system, as cited 
in Kupila 1992, p 245). 

IV 

Public Issues from 1988 lo 1992 

It i.s evident from Tabic 2 that the decade 
beginning 1980 has not only witnessed an 
increase in the volume of funds raised through 
capital issues but al.so a marked shift in the 
composition of instruments - for instance, 
equity shares to debentures - compared to 
the earlier pcritxl Apparently the increase 
in the funds raised through debentures is due 
to the (a) increase in maximum rateof interest 
for debenture issues^ in October I9H1 from 
12 per cent to 13.5 per cent (with an enabling 
provision for the company to pay an extra 
I per cent under certain conditions), (b) rise 
in the interest rate on non-convertible 


Tahij; 3 : New Capo At. Issues by N(»N-GovEitNMFNT Pubu(' Limited Companies 


(k:t ui enrrei 


Year 

Eauity 

’ Shares 

Preference Shares 


Debencures 


Grand Total 


No of 
Issues 

Amount 

No of 
Issues 

Amount 

Convertible 

No of Issues Amount 

Non-Convertible 

No of Issues Amount 

No of 
Issues 

Amount 

April-Morch 

1991-92* 

368 

(58) 

1731.3 

(227..S> 

3 

i.S 

1.33 

3496.9 

13 

527.1 

517 

5756.8 

(227.5) 

1992-93* 

H67 

(324J 

9981.1 

(5184.1) 

1 

0.5 

150 

7864 8 

19 

1979.2 

M>37 

19825.6 

<5184.11 

April-lUfie 

1992* 

1.58 

1849.1 


- 

38 

I4M.4 

2 

V98.9 

198 

4342,4 

1802.1) 

1993* 

163 

(7«) 

2287.2 

(I4I6.I) 

' 

2..^ 

30 

1386.1 

6 

349.6 

2(K) 

4«».4 


fkmr. (I) * uidicaies figiifes are provisiawii 

(2) PifUfes in parentheses Indicaie data in lespeet of tNenuutti on capital issues which are included tn reqiecti vc totals and exdiMle hmuiu i^iQies. 
foarce: JC^irriiNCamficyu»u/Fiatfmv.TidfHelX-l. Volt. EcumniikRevtinv. 1993^ 
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to tS’Iter OBhr M.5 per 
cent) and pikftly due to allowing a premium 
of upto S percent at the time of redemption, 
(cVfacility introduced to enable the company 
to buy back from investors after one year 
of debenture investment with a ceiling of Rs 
40,CK)0, and (d) revision of guidelines for 
issucof debentures in 19K4. by publiclimitcd 
companies allowing (hem to convert non> 
convertible debentures or non-convcrtihle 
portions of convertible debentures intoequity 
shares. 

As fair as issues through prospectus are 
concerned, the amount raised per issue was 
low until 1984-85. Partly, this phenomenon 
indicates that issues of smaller si/e domi nated 
the capital market till 1985. Admittedly, the 
increase in the exemption limit ol capital 
issues from Rs 50 lakh to Rs one crorc would 
have automatically raised the amount per 
equity issue in the post-1985 period. Yet, 
(he impact was on the number of equity 
issues. Secondly, the change in policy in 
19K5 allowing i he then existing prol it earning 
PER A companies to offer 40 per ccni ol their 
equity capital to the public ' also led to the 
observed difference in the amount f>er issue 
between the pre- and post-1985 periods. 
Lastly, these companies were also allowed 
to make more than one 1:1 bonus share 
issues. Furlher, the policy also allowed ail 
ihc companies lo retain up lo 25 per cent 
of the amouni originally sanctioned lor Ihe 
public issues. The positive cflcci of these 
policy mca.sures can be observed in the rise 
in the amount per equity issue (from 1985 
onwards) and the number and amouni ol 
rights issues. Besides the measures discussed 
above, there arc other measured and policies 
ol the government which have provided a 
fillip to the growth ol the capital market. 
The.se are; 

(I )Two new instruments, vi/. ctinvcrliblc 
cumulative prcicrcncc shares and partially 
convertible debentures wore introduced in 
August 1985 and March 1986, respectively. 

(2) In 1988, retention ofover-subscripiion 
in public/nghts issues ol shares and 
debentures by companies has been reduced 
to 15 percent. Earlier, the companies were 
allowed to retain over subscription up lo 25 
per cent in equity shares and 50 per cent in 
debentures. The govemmcni had removed 
the 11 per cent ceiling on subscription by 
financial institutions to public issues. The 
government also set up (he Securities and 
Exchange Board of India in 1990to facilitate 
healthy growth of the securities murket and 
to provide proiccton to Ihc investors. 

(3) The union government with effect 
from February 13.1989 raised the minimum 
equity capital limit of a company for listing 
on the stock exchange from Rs one crorc 
to Rs three crore and the minimum offer to 
the public for subscription from Rs 60 lakh 
to Rs I .SOerwe. This measure was expected 
to inerme the size of the is^wes eligible for 


li^giind improve their liquidity pifospecis 
alter listing on the stock exchanges. 

(4) In 1990, the controller ofcapital issues 
<CCI) was directed by the government not 
lo pcnnii any company to make fresh issues 
within 12 months from the closure of the 
earlier Issue or within six months of li.sting 
of its shares or debentures of its earlier issues 
whichever was later. 


(5) In 1990. die goventfiieni cleckled (o 
allow companies to raise the entire 
subscription mpney at the lime of application 
from non-resident Indians. 

(6) In October 1990, the SEBI issued a 
guideline that the lead manager of a'public 
issue will be responsible for all the ;posir 
issue activities and for the contents of the 
prospectus. 


TABi.t 4 Ei'W) Issues LAUNciiho 

(USS 


Company 

Month 

Initial 

Offer 

Total 

Booking 

Amount 

Raised 

Price 

(US$) 

instrutnent 

Reliance Indusirics 

May 92 

100 

5(K) 

150 

16.3 

GDR 

Grasini Industries 

Nov 92 

90 

90 

,90 

26.0 

GDR 

Essar Gujurul 

July 9.'t 

60 

240 

75 


ECB 

Hindul Co Indusfiics 

July 93 

108 

324 

108 

16.0 

ODR 

SPIC 

Sept 93 

65 

260 

75 

11,1 

C5DR 

Reliance Industries 

Ocl 93 

150 

15(X) 

140 


FrB 

ITC 

Ocl 93 

92 

K(K) 

92 

15.3 

GDR 

Jindal Strips 

fXM 93 

60 

450 

l(K) 


ECB 

SCICI 

IXI 93 

KM) 

4(K) 

100 


ECB 

Bombay Dyeing 

Oti 9 3 

50 

150 

67 

9.2 

G1>R 

Maliindra and Mahmdru 

Nov 93 

65 

550 

75 

7.4 

GDR 

Gujural Anibujii Ceincnis 

Nov 93 

75 


80 


ECB 

Indo Gull Femlisers 

Jan 94 

l(X) 

I.S(X) 

l(X) 

4.6 

GDR 

Grea! F-asiern Shipping 

Jan 94 

100 


l(X) 

15.9 

<jDR 

Vidcncon Iniernational 

Jan 94 

90 

1840 

90 

8 1 

GDR 

Indiarr Rayon Industries 

Jan 94 

125 

1650 

125 

21 5 

GDR 

ArviniJ Mills 

Feb 94 



125 

9 75 

GDR 

Indian Aluinmiuni 

Feb 94 


- 

60 

10.15 

GDR 

Kelianee Indiisines 

Feb 94 

- 

- 

3(X) 

24.10 


Tala Eicetrie Co 

Feb 94 



75 

710.00 


Wockhardi 

Feb 94 


- 

75 

28 69 


Unlid Phosphorus 

Feb 94 

- 


55 

4l.(K) 


Jain Iniguiion 

March 94 

- 


30 

11.12 


Garden .Silk Mills 

March 94 

- 

- 

45 

26.68 


CESC 

April 94 

- 

- 

125 

53.34 


Bharui Forge 

Jan 94 

- 

- 

14 

- 

ECB 

TISCO 

Feb 94 

- 

- 

l(K) 

- 

ECB 

ICICI 

Feb 94 


- 

2(K) 

- 

ECB 

Nippon Deniro Ispui 

Feb 94 

- 

- 

1.50 


ECB 


C/.iji*. ji/liitf Imli/iit r^MIP Anril IOUA 


Tahi.i- 5 Soi'Ki hS Of- Funds foh Dim-uhNT Indus iriai. Groui*s 


Industry/ 

Source ol 

Funds 

Manulaciunng 

N Toial 
Com of 
Proiccl 

«2 2'i4K I.S 

753 S« 290 69 

Source of Fund.s (Rs in Crorc)' 

5a 5b 

.398.2 11.74 906.3 .575.8 .330.5 

22 99 

2362.1 

Eleetneity 
gas anil waiei 

1 22 00 

12 70 

4 OH 

1.6 

0.25 

3 92 

3 92 

. 

22 55 

Consiruclion 

7 W)4 90 

155 88 

12 83 

80 9 

0 6 

29.14 7 

22 14 

- 

279.35 

Wholesale and 
retail trade' 

11 56 86 

18.17 

15.6 

5 1 

0.1 

13.52 

13.52 

I 74 

52.49 

Group of companlc^ 

(NEC)' 10 -’•29 

1)61 

1 86 


U20 

12 63 3.5 

9.1 


27.87 

Banking anu 
finance* 

8 

1 05 

1 47 

_ 

. 

10.33 4.5 

5.85 

0.12 

23.34 

Total 

119 2796 86 

94L*J9 326.53 

485.8 

12.9 975.86 .590.8 

385.0 

bo 

'..A 

2767.7 


ys/D/Ev, (1) .Source of funds are; I Term loan; 2 Proinutcrs contribution; Foreign 
loan.. 4 Govemmcni subsidy; 5 Public issues of which .5a debemuie loan 5b tiquily 
issue, b Inicmai funds; 7'Totat'source of funds. 


(2) Rcter lo whole.sulc. retail trade resiaumni. tran.sport and communicotion. inanufa^urC-pf 
pmduci.s nr)t classified elsewhere and group of coinpanm. and bunking finance instiriuute 
and real estate. 

(.t I For banking and finance industry. toi:d cost of ihe project, govcrmnenl xiih&iqy figures are 
not there because these public issues are meant to raise fumh for wOfkjitig e|q>itul 
requirements. 
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The iAaime iin 

maitei (TaMe i) etip^lty in the c^iy 
l9Mk can be a^isodaied with (a) the new 
econoniic policy introduced by the 
govemmeni, especially deregulating and 
dclicensing industries^ reduction of tariff 
and customs, etc, and (b) the setting up of 
mutual funds. The public sector banks have 
also played a significant role in raising funds 
from the market. 

Recently several institutions have been 
set up topromotewidstrengthen the securities 
market in India. Discount and Finance House 
of India has started its operation on short¬ 
term financial instruments. Credit Rating 
Information Services of India (CRISIL) has 
been established to rule (he debt obligation 
of companies listed in the capital market. A 
national market for securities has been set 
Up Unking the five major stcK'k exchanges 
of India and has .started its operations since 
mfd-li^4. This market simultaneously 
transmits price intormation and other relevant 
data to all exchanges. The Stock Holding 
Corporation of India has been formed in 
I9H8 by the financial inslm 'ions to provide 
deanng house facilities to promote speedy 
transfer of securities. This corporation acts 
as a central agency for registering of 
transfers of securities and reduces 
considerably the lime lag in effecting 
transfers. These developments seek lo 
attract investors and protect tlicir interests 
by providing better and complete informa¬ 
tion about the companies whose securities 
are listed in the national stock exchanges 
(Bhati I9K9|. 

Since May 1992 the government of India 
has allowed private sector companies to lap 
the imernationai capital market. Thi.s step 
has helped the pn vatc corporate sector to t ]) 
^^obtain external resources essential for 
acc^clcrattng their pace of development. (2) 
raise debt abroad to reduce debt service 
tibUgalions within the country, and (3) take 
advantage of import stihsiitution and export 
pcrsNibilities relating to financial services** 
IRhaM |9K9|. Accordingly, many companies 
have appriiachcd (he Euro market and had 
raised money using two instnimenis. vi/. 
Cfiobal Depository Receipts and Euro 
Commercial Bonds.Table4 showsthe details 
id' the Euro i.ssues. 

tn view of the fuili ' of two Euui issues 
tVSNL $ I billion anu Tube Investments S 
5(1 million), the finance ministry reviewed 
die guidelines on Eurii issues. As a result 
some revision of these guidelines KHik place. 
The.sc guidelines rc^iuired that (I )CiOR funds 
idiouhl he put to use within a year and the 
issuing company shiiuld al.so submit 
stmerneni on utilisation of funds certified by 
the auditors of the company. \ 2) a company 
imiit also have a timedtffcrenee of 12 months 
ibetween two E^ro issues, and (3) one 
:4^nersMp group canmn have more than two 
fiurop ^issues in one financial year, tn 


M4M 


SqRombef 1992^ the unifui 
allowed tbo foreign instittitiotial Invastors 
10 enter both the primary and secondary 
stock markets.* To avoid control of 
Indian companies by ihese investors, the 
government has enforced two conditions. 
Accordingly aggregate investments by 
Fils* arc limited to 24 per cent ot capital 
of each company and a single FI I can 
hold only 5 per cent of capital of a given 
c'ompany. 

These are the major developments in the 
sUK*k markets. Against this background 
the following sections analyse public issufi 
in 1988. 


Method of Analysis 

This section presents an analysis of public 
issues and attempts to study the relationship 
between various .sources of funds and factors 
like type of industry. si/c of firm, age of firm 
and si/c of is.sue. Attention has also been 
paid to factors like co.st and type of issue. 
The analysis is based on information drawn 
from the prospectuses of public issues of 
firms that have entered the capital market 
during the period January 1. 1988 and 
December 31. 1988 through the Stock 
Exchange ol Ahmcdabad. Theie were 128 
i.ssues in the year I9KK of which 119 were 
Irom firms belonging to private corporate 
sector and the rest Irom giivernmcnt sector 
firms. The present analysis is restricted to 
the public i.ssues of companies belonging to 
the private corporate .sector. 

The 119 firms ol the private corporate 
.sector weic classified according to (a) 
industrial group, (b) paid-up capital ot the 
fti m. ic) ageot the firm, and <d) si/e of issue. 
Whereas, the industrial cla.ssificaiion ot the 
companies is earned out bused on the revised 
industiial classification (1987) brought out 
by the Ccnirut Statistical Organisation. 
Govcmineni ot India, the paid-up capital 
(PUD ot the firm forms the basis to classify 
firms according to six PUC groups. The age 
ot the iirm is based on the date of 
incorporation ol the sample firms Those 
tirnis incorporated till December (979 and 
those incorporated alter January 1980 arc 
classified as old and ikw tirms rcspeciivcly. 
Further, there are seven categories ot size 
ot is.sue. 


THe 

were: (i) There were a total of 119 ireties 
of which lOBwerenewismiesand Ibfurther 
issues. (2) Equity issues numbered 105, while 
the rest comprised debentures and equity* 
linked debenture issues. The total amount 
raised out of public issues was Rs 975.86 
crore: Out of this equity accounted for 39.5 
per cent (Rs 385.03 croref and debentures 
for 60,5 per cent (Rs 390.8 crore). These 
equity issues amounted to 3.5 per cent and 
37 per cent of all the equity i.ssues that were 
issued by the non-govemmem public limited 
companies during the periods April 1987- 
March 1988 and April 1988-Murch 1989. 
respectively. On the other hand, debenture 
issues by the non-government public limited 
companies taken for study accounted for 81 
percent and 28 per cent ot the total debenture 
issues by the non-government public limited 
companies for the period April 1987-March 
1988 and April 1988-March 1989. 
rcspeciivcly. Because of the variations in 
accounting period between companies, these 
figures while are not strictly comparable, 
ncvcrthcle.ss they provide a comparative 
picture of the issues that were issued through 
Ahmedabad stock exchange with those of 
all public issues of private corporate sector. 
Except three issues that were not 
underwritten, the rest of the i.ssues were fully 
underwritten. It was ob.scrvcd that for issues 
of Rs 4 crore and less, firms have used 
ordinary equity shares for purposes like (a) 
increasing the paid-up capital, (b) financing 
a new project, (c) financing long-term 
working capital, and (d) modernisation of 
existing plants. There arc variations m the 
types of debentures and link i.ssue.s tor issues 
ot more than Rs 4 crore. These instruments 

TAHi.r 7: Type oi ls.si'r. by Inoi'.strial Gkoup 


Industrial With Without 

Gmup Premium Premium 



New Further 

New 

Further 

Manufaciunng 

II 

5 

59 

7 

Electricity 

Gas and water 


“ 

I 


coaslructifin 
Wholesale and 


1 

6 

- 

retail trade 

Group of 


— 

11 

- 

coinpantes 

3 

- 

7 


Banking and finance 

f 

- 

5 

2 

Total 

15 

h 

89 

9 


Tabu: 6’ l>isiKiiit*noN a( cokibno to Indostbial Groups anu Sizfc i>f Firm 


Size of Finn 


Indusiry/Srre of Firm (Ks in Crore) 


U.OM 

1.01 3 

3.01-5 

5.01-10 

1001-25 

Total 

Manutactunng 

V 

18 

2 

.5 

2 

82 

Electnciiy. gas iuid water 

1 

- 

* 

- 

- 

) 

Construction 

h 

1 


- 

- 

7 

Wtiotesftle. retail trade 

8 

1 

2 

- 

■ - 

M 

GrtMtp of companies (NEC) 

9 

1 

- 

- 

- 

10 

Banking and fmance 

4 

4 

- 

- 

- 

8 

Total 


25 

4 

5 

2 

119 






iMRatt fo^|ti tmtpom txccpi to iActwc 
the peidmp cupitai and linancing iil new 
pmjMs 

VI 

Public Issues by Type of Industries 

Table S indicates (hat funds raised trom 
public issues and term loans are significant 
sources tor diflerem industrial groups 
Among the industrial groups where the 
proportion ot tunds borrowed by way of 
term loans is the highest (or the lowest) the 
proponion ot tund$ raised from public issues 
are the lowest (or the highest) Possibly, this 
pattern reflects the ditterenccs in (hecnteria 
adopted to extend credit facility to specific 
projects in line with the industrial policies 
ot the government 

When the public issue is segregated into 
debentures and public issues ot equity Ihc 
latter assumes importance tor NEC gioup 
of industry and hanking and finance industry 
For manufacturing industry debentures 
assume importance For ihc |x;nod under 
analysis there was one large dehcnlure issue 
ot Rs S16 ciore It this issue is excluded (as 
an outlier) then public issue ranks third to 
those ol term loans and foreign lo.in sources 
Eviticntly loans from insiiiuiions arc Ihc 
most important source for all industries 
except NEC industrial group and kinking 
and finance Debt clearly «tssumes pnme 
importance m the capital stiuctuic ol a firm 
rather than equity This phenomenon is 
(perhaps) due to the tax shield on interest 
that IS not available lor dividend 

Importantly none ot the industry types 
show significant amount of funds being used 
from internal sources In fact internal source 
ot funds form less than 1 percent ol the total 
funds This may partly he due to the tact 
that (a) most ol the companies were new 
and (b) (hat internal accruals arc the lesuli ot 
being in business profitahly lor a relatively 
longer time period (lor a more detailed 
discussion on this aspect see Lalitha 1991) 

It IS evident (roni Tabic S that two industnal 
groups namel> manufacturing and 
construction between them account for over 
96 perc'entot th«f» funds raised from dittcrcm 
sources Apparently the lower share (12 per 
cent) ot promoters' contribution in Ihc total 
tunds suggests that these are not closely held 
companies Inbict torthre^industnal groups. 
viz« construction. NEC and hanking and 
finance, the promoters on an average do not 
even have the controlling interest (of 10 per 
cent ot equity) in t he companies they manage 
The lower share ol promoters' coninhuiion 
perhaps was the result ol the policies ol the 
government by which the companies were 
allowed hi disinvest their holdings provided 
they have at least 10 public shareholders lor 
every Rs one lakh ot share capital 

It IS evident from Table 6 that 
mamitaetunng industry accinims lor a little 


dver tWfHhittis of the total number of issues, 
of which 67 per cent ot the issues arc from 
companies ihat belong lo PUCG I While 
manutacturinginduslry encompasses all sizes 
of firms, the rest of the industnes have only 
firms belonging lo PUCG I and PUCG 2 
(except Ihc wholesale and retail trade industry 
where there arc iwo firms trom PUCG 1) 
Table 7 highlights that manulactunng 
industry which accounts for 69 per cent ol 
total issues also ranks first in terms ot number 
ot new issues (SX pcrceni ol total) including 
both premium and non-premium issues 

The phenomenon ot higher number ol 
small issues by small tinm can he explained 
by (a) the government s licensing policy that 
exempts investments below Rs live crore 
and (b) the CCI s measure ol exempting 
public issues up to Rs one crore 1mm seeking 
permission lo onicr the market 

VII 

Public Issues by Size of Firm 

It IS upparcnl Irom Tabic X that X2 per cent 
ot the total public issues arc from firms 
belonging lo ihc first paid up capital group 
This pattern to an extent disproves the theory 
that small lirms shy away from slock market 
(Weaver I956| Importantly financing 
through equity is signilleant in PUCG 2 1 
and 4 PUCG 4 stands distinct Irom the rest 
ot the PUCGs in as far as it relics on ihc 
stock market to a large extent for equity 
tinuncing interestingly institutional loans 
arc very low and promoters contribution is 
ml in this category ol linns In other PUCGs 
loans trom insiiiutions assume primary 
imponancc 1 his phenomenon suppons the 
hypothesis that the cost ol equity capital tor 
smaller firms is greater than that of large 
firms and raising debt is a cheaper option 
|Guplal969 Albert and Archer 1971 Archer 
and baerber 196()1 Fvidently the lixcd 
interest rate tor debt and (he fact that it also 
reduces thci i\ liahilitv is i clear advantage 
lor firms Conveisely dividend payments 
may vary especially with a rise/tall in profits 
and (heielorc debt compares i.i vourably with 
equity as source of funds 


Ofth^totat intOffM 

firms, nmut tom PUCG I and PUCG 5 
acecHmi for 4 () per c^f and 44 par eeitt, 
rebpectivciy It is expected that ttrma 
belonging to both these size groups will liy 
to plough back funds perhaps for reanons 
such as (I) lo he scff-reiiam. and (2) to 
reduce dependence on other MHimes Ibr the 
fear ol losihg control over business 

vm 

Public Issues by Afe of Firm 

Three fourths ot the issues in 19811 have 
been from companies registered ator 1980. 
1 0 new companies entering the capital 
market lor the first time and were issu^ at 
par (Tabic 9) Hence (he number of t$siie$ 
with premium were low As far as (he 
different source of funds are concerned. 
Table 10 reflects the dominance of new 
companies in each source of funds However, 
(he difference in the amount of funds raised 
by (he old and new companies through 
internal accruals is lower than the observed 
differences among other sources This 
phenomenon partly substantiates the 
hypothesis that internal accnials area function 
of the length of lime spent by companies m 
the business It is noteworthy that the share 
of the new firms in the total iniemal lundx 
IS around SS per cent New firms accounting 
fora higher proportion ol internal funds can 
he explained by (a) the availability of lax 
concessions like tax holiday in the initial 
years of operation resulting in lower tax 
outflows and (h) the possibility ot new 
companies skipping dividend pavnients till 
they have stabilised in business 

lahic 10 also highlights that (here are 
observable differences in the debt equity 
ratios between ihc old firms (1 I (4) and 


Tabu U At.i oi Iimm xnoTmi <u Issir 


Age 

With Prciniun 

Without Premiiiin 

New Fun her 

N«,\\ Further 

Old 


K 

New 

6 


Total 

IS 

HV 


Tari I K SoiiR< i^s i)i> Fi'kds by Si/i o^ Firm 


SlAt ol 





Souk* 

> 1 uiids (Ks in Crore) 



Firm 

N 

* 





Sa 

Sh 



001 1 

HS 

619 4K 

246 29 

129 KS 

9 

M)2 21 

S24 4 

277 7 

to 17 2017 62 




(10 70) 

(12 2) 

(16 IS) 

|0IK)S) 

(19 8) 

(6S 18) 

(146) 

(UU(») 

101 t 

2S 

2(H) 64 

W 29 

lOi IS 

2 21 

66 71 

21 S 

4121 

2 68 

■UWUI 




149 17) 

(8 4) 

(24 8) 

(O(M)S) 

(16 IS) 

(IS 2) 

(64 8) 

«)(N)6) 

101 s 

4 

19 06 

1110 

1 s 

0 6 

11 (K> 


IKH^ 

- 

47*2 




(40 28) 

(27 6K) 

(12) 

(1 27) 

(27* 0 


(KKI0) 


SOi 10 

S 

SSO 

- 

81 

0 IS 

41 S4 

98 

11 74 

1 (K) 





(9 7) 

- 

(14 74) 

(()(M)1> 

(7179) 

<216) 

(764) 

tlU2) 

loot 2S 

2 

9rii 

12 8S 

4S 0 


S2 Ml 

no 

19 1 

no 

31«46 




(40 80) 

(118) 

(tX9) 

(21 9) 

i61 1) 

(V.9) 

(46) 


Total 

119 

941 99 

126 SI 

4XSX 

1291 

97S 86 

S90H 

IKS 01 

••I 4S 

Notes (I 

) Figures in parentheses are the row wive pertentages 






(2) Refer Table 1 for details on source of hinds 
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IRMA^HF 

» nsv «i ftfpil' 

Institute of Rural Management 

Anand 

IRMA IS a premier autonomous institution for education, research and consultancy for management of rural organisations. 
Besides conducting short-duration mid-career training to co-operatives arnl NGO managers, IRMA offers two post-graduate 
programmes - a two-year programme for fresh graduates and a one-year programme for sponeored managers. 

IRMA invites applications for faculty positions in management areas like: Accounting, Agri-business, Costing, Financial 
Management, Human Resource and Crganisation Development, International Trade, Management Information Systems, 
Management Plarvung and Control, Marketing Management and Research, Operations Research, Personnel and 
industrial Relations, and Strategic Management. Applicants should hold doctoral or professional qualifications with 
managerial experience. 

Those selected will be placed appropriately at the following levels; 

Level Scale Gross pay at the minimum' 


Senior Professors 
Professors 
Associate Professors 
Assistant Professors 
Faculty Associates 


Rs.7000-8000 

Rs.5100-7300 

Rs.4500-5700 

Rs.3700-5300 

Rs.3000-4500 


Rs.15,490 
Rs.11,800 
Rs.10.830 
Rs. 9,950 
Rs. 8,280 


(’includes HRA. contribution to PF and Superannuation Scheme) 
Please address applications to: 


The Director 

InstHute of Rural Management, 

PC Box *60. Anand • 388 001 

Fax; (02692) 40188 Telex: 0712-242 Telephone: (02692) 23230/40177 


MADRAS SCHOOL OF ECONOMICS 

Faculty Positions 

MSE is looking for highly qualified economists for positions of Professor. Reader and Research Fellow. Candidates 
must have the capacity for rigorous theoretical and empirical research to pprticipate in it’s course-baser/ Ph.D 
Programme and research activities. Candidates for Professor must have Ph.D in economics with an outstanding 
academic record. Candidates for Reader must have teaching and research experience and publications in reputed 
journals. The total monthly emoluments at the minimum of the scales for Professors and Readers will be about 
Bs- 14,000 and Rs. 11,500 respectively Candidates for Research Fellow must have Ph.D in economics with 
atieast one publication in a reputed journal. The gross pay would be in the renge Rs. 6B00-90(X) depending 
on qualifications. MSE prefers candidates with specialization atieast in one of the areas; industrial economics, 
environmental economics, capital markets and financial services and international economics. MSE will also 
consider appointment on visiting/contractual basis. 

Interested candidates may send their applications along with cumcuium vitae and names of two referees to 
the .DIfector, Madras School of Economics, Centre for Biotechnology, Anna University, Madras 600 02S, 
Fax; (044) 2352163 within 3 weeks of »)is advertisement. 
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fintis (1:5.89). Debt inct^s Uiom 
fioiti financiai instittittons, fafeign loan 
as^iscimce and fund$ raised through deben¬ 
ture issues. 

The loan component from institution is 
observed to be higher than the loan raised 
from other sources forthenew firms. Th<mgh 
^ convertibility clause of the loans from 
institution act as a deterrent for firms to 
approach^ them [Sen 1979 and Rao I980|, 
yet the presence of these institutions with 
sufficient voting power was expected to 
bring in financial discipline (Putii 1979]. 

Some studies (Rao and Rao 1975. 
Krishnamurthy and Sasiry I975| have 
pointed out the disadvantages the higher 
debt-equity ratio tor firms. Raising of debts 
beyond the limits of the specified debt- 
equity ratio leads to (a) illiquidity, (h) the 
availability ot credit is restricted, and (c) the 
cost of finding funds will increase. However, 
the advantages ot debt financing arc 11) the 
low ratesofinicrcsi, (2)deduciion of interest 
paid trom computation of income lax. and 
(3) the lower real incidence ot Un»n repayment 
due to inllationary conditions I Charkraborty 
I977|. The other advaniagc of debt is since 
the repayment schedule of loan is known in 
advance the finns can plan their cash Hows 
accordingly 

IX 

Analysis of Size of Issue 

The lowest amor.li ot public otter in 1988 
was Rs 30 lakh and the highest Rs 593.4 
crorc. It IS apparent from 1 able 11 that 76 
per cent ot all the issues belong to the tirsi 
two size groups with PUCG I alone 
accounting for 69 per cent. This pattern 
supports the earlier finding that 1988 had 


bten niartced by snuitl sized issues flrofh 
sihall and new firm.s/ 

The inverse relationship between the 
expenses of issue and the size of issue is 
evident from Table 12. Expenses incurred 
by 51 per cent of the total issues ranges 
heween five and 10 per cent. This pattern 
is largely observed because, as the size of 
issue increases the proportion of fixed 
expenses to total amount of issue declines. 
This phenomenon could partly be due to the 
economics of scale achieved on expenses 
like printing and advertising for larger issues. 

It is therefore not surprising that the total 
expenses o! an issue do not exceed 15 per 
cent. In tact 62 per cent of all issues have 
incurred expenses less than 10 per cent of 
the total amount. 

X 

Summary 

This paper (ocused on the (a) status ot the 
stock market m India over the past decade, 
and (hi public issues of the private corporate 
.sector in 19K8. The former analysts identified 
the trend in public issues and related it to 
the policies of ihe govcrnmcni of India. The 
anulysisoi the public issues in 19K8ideinined 
the relationship hciween the diftcrem sources 
ot funds and tactors like si/c of firms, size 
of issues, age ot the firms, and the indu.stnal 
categories ot the firms 

An increase in the number and amount * 
raised through new and further issues have 
evidently resulted in the setting up of more 
.stock exchanges. The earlier .studies on this 
subject have highlighted that most often 
exogenous lactors like changes in hank rate, 
excise duties and saving rate havccontnhiited 
to the observed fiuciuahons of (a) prices ot 


the securities in the stodc market, and 
(b) flow of funds into the slock market 
However, the series of measures taken in the 
1980s like raising of interest rale on 
debentures andintroduction elf new securities 
have not only attracted more investments 
but also improved the equity cult in the 
country. 

Partly as a result of government policies 
a little over two-ihtrds of the public issues 
in 1988 by the private corporate sector were 
from firms incorporated after 1980 with a 
paid-up capital ranging between Rs 0.01 and 
i cTori' belonging to the munufactqring 
industry. Almost all the issues (except 3 per 
cent) were found to be underwritten. 'Htough 
the analysis brought out an inverse 
relationship between amount rai.scd through 
public issues and term loans. ye| these Were 
the two important sources of funds for the 
firms. Interestingly, between equity and 
debentures, though the number of equity 
issues was higher than the number of 
debenture issues, the amount rai.sed through 
the latter was higher. 

None of the industries .showed a significant 
amount of funds being used from internal 
.sources. However, analysis by size ol firm 
revealed that the smallest and the largikt 
size-group of firms have accounted for 40 
per cent and 44 per cent respectively ot the 
total internal funds of all rtrm.s. Also Kn 
inverse relationship between cxpen.se.s ot 
issue and size of issue was evident. 

The foregoing analysis suggests that there 
was equally high reliance on funds from 
slock market and from institutions, which 
highlights the demand for funds hy the 
corporate sector. Such a demand indicates 
the need for further development of the 
capital market. Setting up of more stock 
exchanges, mutual funds and introducing 
wider variety of instruments may be useful 
in this direction. 

The early 1990s have witnessed a spurt 
in the activitic,s of mutual funds which led 
to huge mobilisation of funds by mutual 
funds. This has resulted in the setting up of 
an independent asset management company 
by each mutual fund. These companies are 
supposed to advise the mutual lunds on 


TaHI.I to Soi'RCFS OF FUNPS BY A(i» OF FlKM 

Age Total Source of Funds (Rs in Crore) 

Cost of_ 

Project I 2 3 4 S .Sa 5b 6 7 

Oid 160 58 6073 1877 » vTt ile 7^73 \T9 581(3 1123 186.20 

(5.73) ‘ (6.45) (5.56) (3.6) (1.3.65) (7.86) (3.02) (15.28) (45.19) (6.75) 

New 2636.38 881.16 308.36 468.2 11.13 899.13 572 9 .326 23 13 62 2581.5 

(94.25) (93.56) (94.44) (96.3) (86.35) (92.14) (96 98) (84 72) (54.81) (93.25) 

Total 2796.96 941.9 326.53 485.8 12.89 975.86 590.8 385 06 24 85 2767 72 


Notes: (1) Figures in parentheses are the percentages lo total 
(2) Refer Table 5 for details on source of funds 

Table 11: Distribitiqn of Firms by Size of Paid hi* Cawtai and Sizh of Issue 

{R\ Ol Crore) 


Tablf 12: Size of I.ssue by Expenses of Issue 

Sizt; of Expenses of Issue 

Issue 0.01-5 5-10 10-15 |5 

Per (2cnl Per Cent Per Clcni Per (2cnl 
and 


Size of Issues 


Indusiry/Si/e of Firm 

Total 




Above 


0.01-1 

1.01-3 3.01-5 

S.OI-IO 10 01-25 


O.OI-l 11 

16 

17 

1 

0.01-1 

38 

7 


TT” 

1.01-3 

27 

18 


I.UI-3 

31 

10 


45 

3.01-5 

8 

6 


3.01-5 

6 

6 


14 

5.01-10 

4 

1 


5.01-10 

1 

2 


5 

10.01-25 

5 

1 


ro.oi-25 

4 

1 


7 

25.01-50 

1 



25,01-.50 * 

1 



2 

>50 and 




>50 and above 

1 



1 

above 1 



- f. 

Total. 

82 

26 


119 

Total 14 

61 

43 

1 1 

md Weekly. 

27„<995 
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illib pon^<4io not only pmfit^ty tn»t also 
helping the growth orimJustHes. The 
tecent liheialisution mcuKuresand successful 
operatmn by mutual fundK have resulted in 
aceitaindegrecot rmancialdiHintermediation 
(Lalitha 1994). This also indicates an 
encouraging trend among the savers lu save 
tn the form ol financial assets. 

Despite increased stock market activities. 
♦ the number of shareholding population is 
estimated around 12 million and is 
concentrated mainly in the five cities of 
Bombay. Calcutta. Delhi. Ahmcdabad and 
Madras. Therefore, to incrca.se the 
mohiii.saitonor restHtrees. spreading of equity 
cult in rural and semi-urban areas is important. 
JFinr lhi.N purpose, financial innovation in 
ibrms of instruments that offer the investor 
a safe rate of return on investment, liquidity 
and appreciation of capital is required. It 
h observed that trading in most stock 
exchanges takes place in a few scrips. This 
fusults in (a) increase in prices of a few 
scips. and (b) encourages speculative 
invest niem where security prices arc decided 
by market sentiments than fundamentals and 
working ot the company. Hcncc. measures 
are required to rectify this situation. These 
Idioitcumings apart. the goveniment * s reform 
measures in the financial sector and the 
measures taken to strengthen the capital 
market poncni healthy growth of stock 
markets in India. 

Notes 

{This paper is largely bused on the author's PhD 
IhestK 'Financing ol Private Corporate Sector' 
utfhmitled to Bangalore University through 
Insitluic for Social and Economic Change. 
Bangalore. I am gieatful to V S Satyapnya for 
his valuable guidance. I sincerely thank the laic 
P T Lakdawala. J C SatKlcsam and Raj Aggurwal 
for Iheir useful comments Pravin Visaria and 
R Parthasaiathy have patiently read earlier drafis 
oflhispaperandpmvidededtUMialsupport Their 
uaefiil coinincms have improved the conienis ot 
Ibis paper to a great extent. However. I urn solely 
mapcMMEibk for any errors that reiiioin.i 

1 Security isa financial iicsiruiiient and represents 
etther ownership or crediiorship claim on the 
NMuing authority. 

2 In recent years, brokers indulge in what is 
eatled as grey iiiarkei operation Even hclorc 
a public issue is open, positive expecialion 
dbuui the success of an issue is much discussed 
and unofTicial tiading takes place at a price 
WglWr than the issue price hclore the lisimg 
of the issue. This has happened in the case ol 
HB ponfoNo and Morgan Stanley. 

S Equity shares of dividcnd^f'^ying. growth- 
Ofieiilted companies wiih a paid up cupiial ol 
at least Rs 5 crore and a muiiiCt capiialtsation 
of ol kosi Rs 10 cfurv and having more than 
20,iXXJ sharehtiUkrv arc nomiaUy put in the 
IfiociiMgmuFThc rexi ftamihe 
greup. 

4 iihuresi niies for loans from term lending 
instituliems are administered. 


5 llic companies wm gOow^ 

dilution in two stages, namely. 20 per eerii at 
the lime of listing and the rest within a period 
ol three years 

6 In January 1994. Morgan Stanley Growth Fund, 
a foreign mutual ftind. imilviltscd Rs %Tcropc 
through public issues, 

7 As port of the financial sector reforms, this 
convertibility clause htt.s been dispensed with. 
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Some Issues and Prospects 

JLBiU^i 

Rita Sharma 

Government delivery systems with respect to rural development are currently under scrutiny. This article examines 
the extent to which rural underdevelopment can he attributed to the failure of government delivery systems. What is 
examined are the causes of the incfftciencies of such .systems which deliver government progranunes to the community. 


GOVERNMENT delivery systems with 
respect to rural development arc currently 
under scrutiny. The shortcomings in 
government functioning have been widely 
commented upon. It is now being advocated 
under the aegis of the economic reforms 
presently underway that government del i very 
systems make way tor alternate systems run 
by the private .sector (PS) and NGOs. It is. 
however, difficult to make an a.sscssincnt as 
to how effective any new dispensation would 
be. The present coverage, both geographic 
and sectorwise, of PS-NGOs in rural 
development is not significant enough to 
warraig an appraisal. 

Over the next decade or so while the 
involvement of PS>NGOs in rural 
development will increase it appears unlikely 
that they can be a substitute for government 
functioning. The private sector will restrict 
their operations to .such activities where a 
prescribed minimum return to capital can be 
ensured and will scarcely be motivated to 
operate in backward areas. As .such they will 
occupy only a limited space in the arena of 
rural development. The melange of activities 
comprising the social sector, development 
of infrastructure, and inputs like credit and 
agricultural extension in the S.OOO 
development blocks of the country will 
continue to be .serviced by government. 
However, rural development administrators 
should take note of any signals, expressed 
in field findings or elections to various tiers 
of local or state governments, giving cause 
for reorientation of deli vety systems to make 
them more responsive, cost effective and 
community-oriented. 

Notwithstandingtheargumentsof political 
scientists and economists, variously, in terms 
of lack of investment, lopsided budgetary 
allocations, institutional rigidities, and 
problems of governance, this paper 
concentrates on the issue of government 
delivery systems, especially delivery of 
economic services at the grass roots level. 
Weaknesses in delivery systems compound 
the problems arising from weak need or 
inappropriate policy, and sometimes lack of 
political will even when the policy is apt for 
a declared purpose. A crucial question, and 
the central theme of this article is the extent 


to which rural underdevelopment can be 
attributed lo ihc failure of government 
delivery syMcms, What is examined here arc 
causes of the ineftlcicncics of such systems 
which deliver povernmeni programmes to 
the community. 

The goods and services being catered 
to by the delivery systems can be 
classified as: (I) Regulatory: police, 
revenue work, administration of justice, 
disaster management, environment, etc; 
(2) Economic: providing access to means 
of production, increasing productivity, 
promoting employment opportunities, 
developing economic mlrasiructure. 
facilitating creation of buck ward and forward 
linkages, managing common property and 
natural sources, etc; O) Social Weltarc: 
human resource development, education, 
health care and family welfare, nutrition, 
drinking water and sanitation, social security, 
etc; (4) Rclormaiory: land reforms, 
consolidation of land holdings, land 
development, etc 

This paper docs not cover the entire 
spectrum ol acti vines undenaken by various 
delivery systems. Some economic activities 
undertaken through governnKnt programmes 
relating to rural development, agriculture, 
irrigation, health, education have been used 
as tllu.sirations. While the issues pre.senicd 
in the paper are of general nature, the 
examples and illustrations arc drawn largely 
from the experience in Diiar Pradesh (UP). 

DciJvrRY Sysivms 

The government remains a very important 
conduit tor delivering economic and social 
services to the community. Delivery systems, 
other than government, cun be categonsed 
as: (I) Local sell-govern mem: Panchayati 
Raj institutions: (2) Co-opcratives; (3) NGOs 
and voluntary agencies: (4) U.scrs forum and 
assc^iations; (5) Private Sector. 

Panchayati Raj institutions 

The Panchayati Raj Acts were enacted in 
most stales in the late 1940s and early 1950s. 
In UP the Panchayati Raj Act came into 
being in 1947 and the Ksheira Samiti and 
Zllla Partshad Act in 196L The first election 
to the gram panchayats were held in 1952. 


There are, at present, nearly 74,000 gram 
panchayats. ranging in population from 250 
to 5.000. Areas of activity cover wide 
spectrum, including education, sanitation, 
drinking water, etc. 

Although vested with authority to levy 
taxes, the panchayats have never been 
successful in mobilising adequate resources 
to undertake any meaningful development 
initiatives on their own. Elections to 
panchayats have been held irregularly even 
(hough the act prescribes a tenure of live 
years. Frequent supersession, irregular 
elections, paucity of funds, and till recently 
discretionary powers to the executive 
magistracy to .su.spcnd the village pradhan 
have been some of the factors leading lo the 
weak and ineffective performance of local 
self govemmem in.stitutions in the rural 
development process. 

This has been the situation in mo.st states. 
It remains to he .seen how the recent enactment 
of the Stale Panchayati Raj Acts as a 
consequence of the 73rd Constitutional 
Amendment would be implemented in the 
States. Indications arc that few functions of 
imponance arc likely to be transferred to 
these institutions. 

Co-opemtives 

Over the years there ha.s evolved a 
comprehensive network of co-operatives 
which deliver credit and a variety of goods 
and services in the rural areas. In UP itself 
8.6(K) pnmary agricultural credit societies 
arc affiliated to 60 district co-operative 
hanks. In thccasoofthe Land Development 
Bank. 287 branches arc linked to 54 district 
offices. The quantum of credit, disbursed 
through co-operatives is of an order of 
Rs 1.000 crore. There exist 314 marketing 
societies engaged in the .sale of marketable 
surpluses. The value of seed, fertiliser and 
pesticide marketed through co-operatives 
annually is about Rs 700crore. Co-operatives 
account for nearly 4f) per cent of the total 
sales of fertilisers. Consumer goods are 
sold through co-operattves. The Public^ 
Distribution System (PDS) i& manned 
substantially by co-operative socleties^idKlut 
4.300 of them. There are about 3S co¬ 
operative sugar factories. The Pradeshik 
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its network of about 9*O0O cchoper^ive 
societies, has a ma^ior role hs a pricU setter 
in the milk and milk product ma^s. Also, 
there are active co-operative structures in 
fields like fisheries, sugarcane, fruit and 
vegetables. 

The effectiveness of co-operaiivcs to 
strengthen small producers is vitiated by 
their vulnerability to local vested interests, 
political and economic. The beneficiaries 
have largely been bigger farmers. Irregular 
elections to these bodies have prevented 
the emergence of fresh leadership initiatives 
and thereby stalled ihe process ol cflcciive 
self-promotion through participatory 
management. 

NGOx and Voimuary Af^encies 

NGOs have recently gained considerable 
attention us aliernaic delivery systems 
Governments have begun lo actively seek 
the support ol voluntary agencies in ihp 
impicmcmalionof government programmes. 
While a large number ol voluntary agencies 
exist little has bi,'en documented about them. 

NGOs in UP are operating in the area of 
rural dcv«?lopmcnt. health, education, 
environment and sanitation. There arc 274 
NGOs in the slate, registered with CAPART. 
Several more operate which arc not 
documented. I1ic Chipko movement in the 
hills ol UP is a pioneer. Bharatiya Agro 
Industrial Foundation (BAIF) has success¬ 
fully complemented government cl Ion in 
the field of cattle breed impriwemcni. and. 
with a highei degree of efficiency. In the 
Training Rural Youth tor Self Employment 
(TRYSEM) programme about 70,000 rural 
youth arc trained annually. Training ranges 
from tailoring and automobile repair to 
computer data entry operators: duration 
ranging from three months to one year 

NGOs'have developed technologies Ironi 
hiogas plants and water handpumps to 
sericulture, and services from adult literacy 
to thrift societies. NGOs also helped 
propagate earthquake proof housing 
technology in the wake of the earthquake 
in Uttarkashi. In Bangladesh, the combined 
efforts ol NGOs in promoting non-farm rural 
employmcm are substantially more than that 
of the government. NGO elleciiveness 
emanates from an innate res|>onsivcness to 
poverty alleviation, lesser hureaucrncy, 
ipreater efficiencies in tund iiiilisution, their 
nmre nianagcable programme structure, and 
very importantly, their proximity to the 
recipient. 

Because of flexibility in procedure and 
etfmpacincss. NGOs adapt readily to Unral 
chadehges. They are more at ease with kKal 
cnvronmcni. They can be gainlully 
employed in the area of training and 
extension, TRVSEM training, and training 
\i^omen for economic activities. Often times 
single ino.st significant .strength and 


tmndicap of NGQ$ is Atair life 

leaders. Personality based NOOs tend to 
lose steam with the exit of their leader. 
Another problem area is the constant 
uncertainty about funds. 

User Forum and Associations 

The concept of user forums, farmer 
associations for better management of 
economic services is being increasingly 
viewed as a viable practice for more equitable 
and ‘cost effective delivery. A greater 
involvement of beneficiaries in the 
con.struction, maintenance and financing of 
local projects is envisaged such as state 
lubcwclls. canal water nanagement, soil 
conservation and drainage, micro watershed 
managcmcni. .social forestry, community 
drinking walci. consumer proicction groups, 
etc. The Imlo-Duich Integrated Tubewell 
Project (ID'rn'P) in fourdiMnclsofthc .state 
i s i 11 u.si rat i VC i) f an c 11'( >rt i n u scr purtici pa t ion. 
Under this project the state tubewells arc 
transferred to a society of water users 
However, the experiment is still struggling 
against forces of cla,ss interest as well as the 
resistance of government functionaries. 

Private Sector 

The stale machinery is not the only mode 
lor delivering social and economic services 
to the rural community. Higher levels ot 
co.si-etfectivencss arc being sought in the 
private sector. Pri vale companies in a variety 
o) fields from road maintenance to public 
telephone call ot ficcs. iransporiation. schools 
and hospitals, power generation, etc. arc 
finding a niche. Sulabh Intcmalional has 
become an iconot a private enterprise success 
in the field of public conveniences 

WLAKNf:S.SI-S ()^ CoVl-.KNMLN! 

Dl.i.lVI RY .SyMI MS 

The weaknesses ot government delivery 
systems can he considered in either 
ideological icrnis, or systemic, or just 
managerial terms. The ideological is 
something very fundamental, and provides 
the foundation for the delivery systems. In 
iuci. It ;s the very e.ssencc ot the institution, 
imparting the ideological content. 
Emillcmcnis, it and when demarcated by the 
stale, would be an illustration ol the 
ideological, c g, an entitlement (o common 
projieriy resources, or a pre.seribed quality 
of a public good. say. air. or food security. 
Mahara.shlra has legislated an employment 
guarantee scheme which is in the nature of 
anentiilcmcm. Ancntiticmcm is underwritten 
by the .state. Ideally, it should be enforceable. 

The elleciiveness of (he stale's 
cnfoiccmcnt mechanism would be a function 
of the systemic, Us strength tested through 
Us resilience to with.stand atiempis by vested 
interests to disrupt ruirins and procedures, 
and akso in the state's capacity. M the field 
level, locorrcci misdemeanours. Toillustraic. 


pr«xiiures being brdught on the district 
magistrate to allocate a dispcopoiticmate 
amount of funds in say drinking water 
handpumps in certain constituencies to the 
detriment of other deprived areas where the 
need may he greater. 

The managerial aspect is the visible arm 
of the state, the channel through which the 
.services arc delivered. In conditions of 
near-zero friction u will work as efficiently 
as the innate capacities of the human 
resources. It is only to be expected that 
variations in efficiencies will be 
considerable, to be set right through proper 
training and skill upgradation. But thus cannot 
be oversimplified. Jhe managerial aspect is 
a function of the systemic which in (urn is 
a function of the ideological. The 
shortcomings in the land reforms endeavour 
is a case in point. 

The ideological aspect in land reforms 
was the state’s suspect motivation tor 
redistributive justice and equity. Whatever 
motivation there was came to be reflected 
in legislative failings The consequent 
institutional wcaknes.ses exemplified the 
systemic shoncomings of its adjudicatory 
process The inability of the stale lo enforce 
even .such Hawed legislation is an exemplar 
of the failure of the delivery system which 
showed up in its procedure and formalism. 
It IS well known that even lo date a. large 
quantum ol surplus ceiling land and pallas 
exist only on paper, with the puitcdars still 
not in possession. The systemic or 
institutional shortcomings were mirrored in 
the managerial dimension of the delivery 
system, in that it was a lunclionary of the 
status of a naib tahsildar on whom rested, 
the responsibility for pleading the state’s 
case. 

. Notwithstanding the philosophical com¬ 
ponent and the apparent linkages between 
the ideological and the systemic, the paper 
seeks only to locus on the sy.stcmic and 
managerial weakness of the present delivery 
wherewithal The following aspects are 
di.scuNsed: \ I) i-ack ol clarity of objectives; 
(2) Lack ol community participation; (3) A 
blunt cutinig edge. (4) Rentier sy.stems. 
(5) Over-ccntialisation and complicated 
priicediires; tb) Weak interdepartmental 
linkages; (7) Opaqueness in government 
procedures 

Lack of Clantx of Ohjectives 

The issue ol lack of clarity of objectives 
is very important. This is reflected in what 
IS being monitored by the supervisory levels. 
To tllusiraie, in the Integrated Rural 
Dcvckipmciu Project (IRDP), monitoring 
gets largely confined to the quantum of 
loans distributed and subsidy Ji.shurscd, 
rather thuh the number of hcncficiancs 
actually brought above the poverty line. 

Small wonder, then, that ihe functionary 
on the field mi.sconstrue,s the activity for the 
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acih#. 0>lim. flte only occasion when the 
ohjeetivc (s monitored is when the 
IMOgramme is evaluated on an overall basin' 
by another agency such as the UP State 
Planning Institute. 

In the case of JRY, the target being 
mohitored is how much money has been 
spent, whereas the objective of the pro¬ 
gramme is the creation of wage employment 
for the purpose of creating durable 
community assets. The tatter, in turn, would 
result in opening up opportunities tor 
sustained employment. The construction of 
a link road leads to wage employment during 
the period of construction, and in the longer 
run opens up the village economy to 
expanding markets. What requires 
monitoring IS us to how much of such durable 
a.ssets are actually being created. Thousands 
of kilometres of kutcha roads constructed 
under NREP, RLEGP, JRY have already 
been washed away, a loss which has receded 
into the background. For the field 
functionary, the objective is to expend the 
funds because that is the activity which is 
pnmarily being monitored. Hence, regular 
physical vch fication of projects is a casualty. 

This situation is not confined to the stales. 
The rc(ca.se of funds by Government of India 
(GOI) under poverty alleviation programmes 
depend upon the amount ot money which 
IS spent by the state. In like manner, funds 
from state headquarters How to the districts 
on the basis o! the amount spent. So, the 
expending of funds becomes the be all and 
the end all, and the basic objective is lost 
sight of. The obsession of the entire delivery 
system extending from the village level 
functionary up to the state level t.s to spend, 
rather than to sec whether the basic objectives 
have been achieved. Even at the evaluation 
level, when it would be expected that 
perspective accounting would figure 
prominently, it is not examined whether 
JRY employment is complementing market 
employment, or substituting it. Neither is the 
quality of assets being regularly ascertained. 
Nor is it comprehensively being evaluated 
whether what has been created reflects the 
felt needs of the community. 

Under the Million Wells Scheme (M WS), 
for three years, UP was directed to take up 
construction of masonry wells or land 
development works. For UP, where masonry 
wells were obsolete, the water level having 
fallen because of tubewells, the idea of 
spending resources on masonry wells was 
anathema. The fact that masonry wells had 
succeeded in parts of Andhra Pradesh, and 
Bihar was considered reason enough to 
impose the scheme on UP. The felt need 
of the farming community in UP was for 
boring find tubewells. It took the state 
government three years to convince the 
centre about the efficacy of taking up 


and time was iM, 

The lack of prioritisation is alt too 
apparent. Job descriptions of the Village 
Development Officers fVDOs) lists 64 
activities. The Chief Development Officer 
(CDO) oversees about .18 departments, and 
chairs something like 20 committees. Due 
to a general lack of focus there remains 
considerable grey ness of objectives at the 
implementation level. Agency goals lend 
to veer around u> targets displayabic on 
paper: the factum of the loan and subsidy 
having been disbursed is the primary 
concern. Into the background recedes any 
con.scious pursuit to raise (he family above 
the poverty level. The real goal gets lost 
in the accent on embellishing the 
demonstrable. The package delivered 
remain: incomplete. 

An ineptitude prevails, quite systemic, to 
overcome the norm ol numbers as targets. 
The seeming helplessness at both the district 
and state-level to break away from the number 
target syndrome, needs to be probed. It is 
an altruism that unless the change is effected 
at the source, i e, the centre, it cannot be 
effected down the line. If one state alters 
tracks, focusing more on quality than at 
present, it may end up at a disadvantage with 
respect to other states in terms of fund 
allocation. An instance of a maverick 
collector comes to the fore who decided to 
work on quality at the expense of quantity. 
It was hardly surprising that his district 
ended up at the bottom of the heap in the 
state’s evaluation of the 20-Foint Programme. 

The number ot school buildings is 
increasing, but the package aspired to rematii 
incomplete because of poor design and 
mainienunce, absenteeism of teachers, 
archaic syllabi, lack of essential teaching 
aids, etc. Similarly, in the rising number of 
ho.spitals, an obvious distortion is the plethora 
of doctors and specialists as compared to 
woefully deficient nursing. Hygiene 
standards and medicines, and other critical 
facilities are far from adequate. With respect 
to the IRDP. while every year, for the last 
decade, about four lakh beneficiaries have 
been provided productive assets, and nearly 
70,000 rural youth given TRYSEM training 
annually, yet so far no successful mechanism 
has evolved to follow up on the initial 
investment. Once the annual targets are 
achieved, the exercise begins for the 
following year 

The institutional struciurt does not 
encourage endeavour beyond the mere 
activity of say artificial insemination (Al) 
for cattle breed improvement, which may 
not result in conception. The move is confined 
largely to reporting the figures of the Als 
performed. The actual conception would 
enuil that a whole range of activities would 
have to be supepised, namely, the access 
of the animal to the facilfty, the timing of 
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facilities. 

Another question mark is die patent to 
which physical targets lelite to the feR needs 
of the community. The progfammes gre 
prescriptive. A glaring example is the IRY« 
implemented uniformly throu^jjiout the entire 
state, without taking cognisance of mplor 
variations in wage rates and levels of load 
development and infrostructuie; the tnarioet 
wage for agricultural labour in BundelMiand 
is about half that prevailing in MeetiH 
division. In brief, the centrally^riven 
packages often do not recognisethe diversity 
of the agro-climatic aones and the 
heterogeneity of the socio-economic 
structure in this vast state. 


Lack of Community Participation 

The lack of community participation 
fosters impersonal delivery systems. 
Reclamation of user land and maimenance 
of social forestry .schemes can be successful 
only through involvement of user 
communities. The increasing numbers of 
electricity transformers damaged due to 
illegal overloading reveals the futility of any 
prevention exercise without community 
participation. Evaluations of social forestry 
projects have identified absence of local 
participation as the foremost cause for failure. 
The evaluation report forthe Drought Prone 
Areas Programme in Banda district has 
concluded that the micro-watershed 
programme would not succeed without local 
co-operation. 

Not only are defects in execution 
disregarded when community participation 
is wanting, but user concerns are also 
overlooked. The apathy to integrate 
programmes to the requirements and 
perceptions of the user communities results 
in situations where contraception figures are 
touted without regard to the actual control 
of fertility, or correlating contraception with 
changing social behaviour. Again, repair 
and maintenance of India Mark H 
handpumps in the villages must await 
mechanics from the UP Jal Nigam 
headquartered in the Block. The waiting 
period could be a week. The situation could 
easily be obviated by utilising local 
mechanics. In this respect, members of the 
user community could also be trained. 

Blunt Cuttinfi Edgt 

The state machinery is cast in a regulatoiy 
mould. The administrative ethos is such tbaf 
everyone who is not a village-leve! 
functionary is a supervisor. There aienaflllplQ 
layers of officials, all superintendhi| stover 
the insufficiently trained and offeen 
motivated functionary at the euRitil jMips. 
And, the cutting edge is blunt, < 







The imptemetiteiion of Uic celling laws 
cxpoMcd both mhercni siniciunil ticfccts in 
tcgislaifon, and a Nunmens in ihc cutting 
edge of delivery syslctm. State intcrcNts and 
through it. the inicrcMs of Ihc land atlouccs 
came to he advcH-utcd hy overworked and 
undcrskillcd lower level revenue 
functioiiariCN of the rank of u nailviahsildar. 
On the other hand, big landlords engaged 
the best legal tesources to dnvc wedges in 
Ibe law for keeping intact their vested 
interests. 

Another reason for the lack of sharpness 
of the frontline administraiion is the 
plethora of functions which the village 
level olTictuls. c g. the Lekhpar ot the 
revenue dcpartinciu or the VDO of the 
rural devclopmcni department, have to 
|)crfomi over a very wide geographical 
area. There arc 9,(KK) VDOs and another 
9.0(K) village panchayat officers in the 
state. These village level functionaries 
have some common activities, and oversee 
on an average 10 gram panchayais with an 
average population of l,5tK) each. The 
primary objective of the rural development 
programmes is to help rai.se the rural pemr 
above the poverty line. There are on average 
700 households below poverty line in ciich 
VDO circle. These multipurpose village level 
workers arc supervised by an average ot 
seven As8i.siant Development Olticcrs 
(ADOs) who are drawn from various line 
department.s, namely, agriculture, co¬ 
operatives. panchayat. rural development, 
minor irrigation, rural engineering, statistics, 
etc. The ADOs arc assigned gcneralisi duties 
of sufYcrvision on an spatial basis by the 
BKH:k Development Otticcr (EDO). 

Ttic ADOs arc hy training subject maticr 
specialists, and their primary responsibi iity 
is to provide the input in their various 
fields. Today, they are neither effective 
supcrvt.sors for VIX)s, nor arc they useful 
cutting edge functionaries. One of the 
important rca.sons is that input and extension 
delivery mechanisms have undergone 
transformation, in moving away from the 
Mock administration. Such perceptible .shifts 
should have given cause for redefining and 
consequent recasting of the role of the block 
level functionaries, which did not take place. 
Toillustrate, formerly, the ADO (agriculture) 
was incharge for agricultural input supply 
for the block. Additionally, this ADO 
supervised the agricultural extension 
component of the VDO*s job chart. The 
government lunctioning in the agncultural 
sector.as has evolved, has scenthe traditional 
dutiesof the ADO (agnculture) considerably 
lessened with the increa.scd role of the co¬ 
operatives and private secior in the supply 
of inputs, and the introduction of thcTratmng 
and Visit <T and V) system for agricultural 
extension. The ADO (agriculture) has in 
effect been reducesf to performing, 
increasingly, non^agriculiural functions. 
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The xiHgihal comntiHiity 
progf iunme bud a comimmiiybeaiinginoving 
on to u household approach with p«>vcfty 
alleviation as tile major ohjeclivc. Formerly 
the approach was to also cover (he social 
aspects of (he village, with emphitsis cm 
activities like Yuvak Mundals and Mahila 
Mamlals. till the more economic activities 
came to occupy ccmrcstagc. Today when we 
evaluate the household ap()rouch to mrul 
development it is brought out that the cutting 
edge has been made blunt because the village 
level lunctionary has faruxi many households 
to deal with in a focused manner. Individual 
proiects have to he designed tor households. 
Neither did the origiiuil community 
development movement envisage a changeil 
role us at now. nor has it adapted it.self 
cffccii vely to perfonn in termsol net benefits 
to the families in context of production and 
productivity. The VDO is iinahlc to properly 
assist his diem hiuiseholds. as he interacts 
with a larger number on u su|x:rticial basis. 
The upshot IS u diflused effort. 

An attempt was made to stienglhcn the 
block level administration by making the 
ADOs 4if various line departments more 
accountable to ihe EDO. through the 
revamping ut a government order ol 1961 
vintage. The effort could not succeed 
because of petty departmentalism. Even (he 
committee to review the existing admini¬ 
strative arrungenicnts tor Rural Development 
and Poverty Alleviation programme 
recommended, "...the block development 
iitfice should he the sheet anchor ot (Ik- 
entire rural development prcK-css...’*; the 
Committee went on to recommend that all 
junior IAS officers function as Assistant 
Development Commis.sioncrs (incharge of 
a block). This was recognition of the need 
to make the cutting edge sharper | Rao 19K51. 

Rentier Systems 

User charges in almost all the states arc 
extremely low. Large expenditures arc 
incurred in providing irrigation, veterinary, 
and medical and health services. To illustrate, 
the operational costs, including interest on 
capital work.s. with respect to irrigation 
network in UP amounts to about Rs K(K) 
crorc annually, whereas revenues from water 
charges nil recently was about Rs X5 crorc. 
There was an annual deficit of nearly Rs 700 
crorc incurred in the functioning of irrigation 
works. While the average expenditure for 
the irrigation network was Rs 1.132 per 
hectare, the revenue was an average of Rs 137 
per hectare. Even after the recent revision 
of irrigation rates in the state, the annual 
defictt will still be over Rs 500 crone. 

The state veterinary services, too, arc 
heavily subsidised. The charges for services 
remain at 1950 levels. Whereas the cost of 
treaimem per animal is Rs 10. only 20 paisc 
is charged. Artiltctal insemination costs per 
animal ore Rs 15. What is actually charged 
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While the examples can he niuhipKeid. 
the above two instiibccs ilhislnite a lack of 
incentive for a realistic usgr demand. It 
encourages, both. u.Ncrs and deliverers io 
skim off rents from the .system. In the case 
of irrigation, the more dominant and 
resourceful of users <ire able to appropriate 
tor themselves a share ol benefits 
subsiuntially in excess of what they have 
paid for. Part of the rent is passed on to the 
delivery system wlxi have the power to 
alkK*atc and ration scarce resources like 
irrigation water. The delivery system is 
corrupted to the extent that it can distribute 
patronage. The same hold.s true for Ihe other 
iilu.stratloii where the inniiential and well- 
endowed farmers arc able to acquire the 
siibsidi.sed vaccine for themselves despite 
the fact that they are well placed to 
comfKnsate the actual expenditure incurred. 
Whereas the poor man* s share of the vaccine 
is susceptible to being disposed in the open 
murkei at a premium, with the rent being 
skimmed off by the managers of the delivery 
system. The need is to create mechanisms 
whereby imn-productive usages of public 
rc.MHiices arc reduced. This will he possible 
through charging uciual service co.sts and 
secondly, hy empowering as.sociation ofusers 
to help evolve more optimum resource use 
patterns. 

Over-Ccntralisation and Complicated 
Procedures 

Ovcr-ccntralisation of functioning kills 
initiative. Largely, purchases arc effected 
centrally, causing delays. Regulations arc 
not in keeping with present demands and 
requirements of the public, e g, the store 
purchase rules in UP were framed in 1935. 
They arc heavily cenirali.scd. Procedures are 
time consuming, cumbersome and lead to 
co.st escalation. One facet of over-regulation 
is that there are too many regulation forms 
to be filled, certificates and NOCs to be 
attached. At the same time, the public, as 
exigencies ari.sc. are tempted to resort to 
irregularities which breeds corruption. 

An illustration of ovcr-centralisation is 
the cu.se of state agricultural farms where 
delegation is so weak that the farm 
superintendent is unable to get a fence 
mended without elaborate procedures and 
sanctions required from hi^er authorities. 
Rigid procedures which demand that all 
mechanical repair work on agricultural 
implements be undertaken by the UP State 
Agro-Industrial Corporation without regard 
to logistics or economics adds to poor 
performance and incfticicnctcs of state-^nin 
farms. 

Weak laiei^Departfnenlal Unkafies 

Lateral linkages and communication 
between functiikiaricsof variousdepartments 





tffang Ite lim ihe m^tvstttrtai 
tevel itimugh ihc Uiiftfici itnd block«down 
u> ihc viltiigc level. The 15 dilTercnt villa^c- 
Icvcl funciionartcs interact with the 
community separately. There is no existing 
mechanism to enable an integrated team 
approach at the village level. Hence, the 
p(K>hngol resources and advantages possible 
lYom any coinplcmcntanty in village-level 
functionaries ol various depurtments does 
not take place. Otteii, there is duplication 
ol effort. Many a time, tunctionarics appear 
to be working at cross purpose. 

The village-level worker lor the Develop¬ 
ment of Women and Children in Rural 
Areas (DWCRA). the anganwadi worker, 
the village health guide, the literacy 
campaigner, the village dairy co-operative 
secretary do not link up even when their 
subjects are .so closely interlinked. Though 
all the village-level functionaries congregate 
every week at the Kisan Seva Kendra there 
arc no institutional linkages between them. 
Bach looks ul his work in terms ol sectarian 
or narr«>w physical targets rather than the 
higher obicelivcs aspired to. 

In the present-day dispensation there is 
greater need tor co-ordination among 
departments.md specially at ihedislrici level 
UTilikc the past when almost all financial 
inllows were Irom departmental budgets. 
loda>’s programmes and projects aic being 
funded troni many diftcrent sources. 
Presently there is need lor greater co¬ 
ordination and enhanced capacity to u.sc 
lesourccs optimally. This entails greatet 
responsibility on the implemenimg and the 
donor departmenis to ensure that funds arc 
released on time, works excemed, accounts 
reconciled and utilisation reports submitted. 
To illustrate, the soil conservation and land 
development project in a micro watershed 
area has funds flowing in Irom the agricultural 
department. JRY. IRDP, Drought Prone 
Area Programme (DPAP), Common Area 
Development Agency, multilateral donor 
agencies. Wasteland Development Hoard. 
Fores! Depart mcni, etc. Each funding source 
prescribes its terms and conditions, e g, lor 
JRY l\inds the norm of 60:40 labour to 
material component must he maintained. 
Contractors cannot be employed to execute 
the works. Funds Irom the Wa.stcland 
Development Board can only be channelled 
through NGO.s. IRDP funds can he used 
tinly for tho.se below the poverty line. T«» 
be able to use funds optimally with so many 
different eon.siruinis requires administrative 
skills and tnmivativeness ot a high ordci. 

Also to he taken note of is the magnitude 
of the JRY works being undertaken in the 
slate which is illustrated by the si/c of the 
outlay (almost Rs 1.000 crorc per annum). 
Some dtsiricts have an outlay of 45 crore. 
The DRDA. is ill-equipped to monitor 
expenditures of such a high order. The 
engineering skills in po,sition on the fteld are 


inadequate to cmnsimet and imdriuitn eivil 
works. Systems have to he evolved for 
orfieicnt dove-tailing of funds to meet the 
conditions of the JRY as well as create 
durable rural us.scts resulting in (he opening 
up of long-term sustained employment 
opportunities. 

m Funaioninji 

A general luck ol inlormaiion about 
govcrnincni programmes prevails in Ihc 
communu>. The nature ol governmem 
functioning is such that it is not given to 
dis.seininalion of inlormaiion. To illu.slrutc. 
the amount ot funds being made available 
to each Gram Sabha under the JRY and list 
ol sanctioned projects till recently used to 
he clo.scly guarded Irom ihc coinmunily by 
the pradhaii and village panchayat officer. 
Denial ol ^lecess to inlormaiion is not only 
in the coiuoxi o! ihe staie-bcncliciary 
dispensation hui also between ditfcrenl 
ranks ol the olfieialdoin’s hierarchy This 
leads to an opaqueness in day-io-day 
functioning 

Dm.ivi SVSIIMS 

Having looked at some ol ihc systemic 
weaknesses in the delivery system, il will 
be usetui to examine the shortcomings in the 
visible arm ol the delivery syslems. namely. 
Ihe giivcrnmcnt tunctionarics who inleraci 
with the Lommumly. those who supcivisc 
them and their cadres ihai consiiiuie the 
human resource aspect ol the delivery 
systems, fhcir motivation to deal wiih the 
task at hand, their levels ot skill, 
responsivchcss. etc, arc factors which need 
10 be liikcn slock ol 

Some ol ihc issues allcctmg ihe quality 
ol the delivery syslems can be lisicd as 
follows. (1) Low motivation; (2) Kcgulalory 
mind set; and t.D Inadequate skills. 

Uiw Monvmum 

It IS almost a cliche that the officials 
manning the government delivery sy.sicms 
have low motivation The question ol low 
motivation is being examined here in the 
context ol the government functionary's 
perception aboul his role as an agent of 
change, as a catalyst lor reform and economic 
betterment, and more recently. as a I aeiiitaior 
for improving productivity and value 
addition 

One ol Ihc reasons lor low motivation is 
the prevalent work culture and udmini.strati vc 
ethos in any government dcpartmciii. be it 
I he district siicial welfare ol Ike. the tube well 
uperaior.s. the eleciriciiy hnc.sman. or any ol 
the .state level directorates. A signilicani 
portion ot official time ts spent in 
administering the routine and typically 
bureaucratic component of any large 
organisation, rather than in planning. 
V ,i*cuung and monitoring programmes. As 
a result of inadequate execution of personnel 


coniintics tixuaily ^ ydar. 

Enquiries, court unioii dbrhaiids^ etc, 
take up considerable time and eneq^. 

This js not to say that (herclkiex out exist 
enough reason for .such aii(uations» I'ake (he 
ease of the Village Development Officers 
(VDOs). There is an example of $ucb wcA 
cadre management that in 30 years, itpaiifiing 
a career, these lunciionuries did not evdri 
have the opportunity for one Single 
promiitton. A mujortiy of them retired on 
the very same post on which they were 
recruited. This is true t>l .several other cadres 
tis wcl I Service rules have not been reviewed 
regularly to incorporate changing 
circumstances. Annual Confidential Reports 
(ACRk) arc not written on lime, leading to 
delays in departmental promo(ion.s, with (he 
only to be cx|iecied accompaniment of 
burgeoning legal tangles abcnii pnmiolton 
and service issues. Pnliiical imcrterence, 
more speed tcaily. with respect to ptaccineiUs | 
and promotions, impacts on morale with r 
consequence^ for molivution and cfticicney. 

At more senior levels the wilhngnes.s of civil r 
servants to withstand political pressures has 
also eroded. Ol course Ihc question remains t 
open whether civil servants have hecome il 


more sol I -seeking, or whether the politictun.H k 
have hecome more strident in inllitencing 
decisions. j 

Yei anothci lacloi eonirihuting to low \[ 
motivations is a singular absence ot^' 
appreciation and award system In (act there 
IS an increasing tendency to u.sc transfers and < 
postings as instruments ol reward .and 
piinisluneni ACKs arc id'tcn based on 
subjceiivc eonsidcralions which may have' 
nothing to do with merit. This leads ui^ 
lassitude and indillcronce among good), 
workers, lurihcr aggravated hy selective^ 
implementation ot established sanctions. | 

Refinlaion Miiul Sef • 

The olficials, by way of perceptions anti 
mind set. arc inadequately prepared to forcc^ 
the pace of development through ihccxisting, 
delivery systems. The deficiencies .stem Ininj 
weak training and lack of concerted effort 
to upgrade skills. The shift in emphasis frorrj. 
the or//ior and generalist mould in regulator^, 
administration to a more pcrspecii ve-oiientec 
planning and development in the l%()s wa|' 
mil accompanied by commensurate skilll 
geared towards increasing productivity on# 
well are. The admini.stratiiin at (he coil 
remained colonial and patronising. AceW 
to the hcnci its provided hy the .slate remalfle^ 
selective. The carry over from the past 
the all loo encompassing *'mai«b 
syndrome. The patronising posturixv 
elemental in .scope, a hang-over ol' the 
was the imagery which uitmciod tbfp ne& 
recruits to a career in the governmei^ 
bureaucracies. "J 

By and large the ethos of administratkV^ 
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ittMmeal plaiming. given to a cuituie not 
conducive to efftcienctes and opctmisatioo 
ef lemirces. The latter tequites adisctpMius. 
application of the faculties* and a capacity 
go into detail. Very ahon tenures, lack 
M continuity, lead to suppression of 
information. Oftentime, well meaning 
successors begin reinventing the wheel 
instead of building on the work of their 
pindecessors. 

Imietimte Skills 

With the emerging new economic cl i mate, 
government delivery systems findthemselves 
deficient in modem management techniques. 
Complacent in their old work culture, the 
trjmsitidn to a more profes.stonal approach 
hps been tardy. Take the case of computers. 
Qieapite the acknowledged efficiencies of 
dlectroiiic data processing, the use of 
poinpocersatall levels of the official hierarchy 
bis been resisted or at best lackadaisical. 
Wbife some view it with suspicion, others 
ige daunted by it and still others too set in 
traditional ways to attempt anything 

niW. 

With greater emphasis on creating more 
folfHQmployment opportunities in the rural 
amas, the BDO, for instance, with a routine 
knowfedgein agriculture, irrigation, poverty 
alleviation programmes will be unable to 
deliver effectively the services to the 
eotnmunity. New skills will have to be 
acquired, old ones upgraded, in the area of 
project formulation and appraisal. At all 
levds there exists a tendency to take off- 
Ihe^uff decisions rather than based on 
adentiHc methods of data analysis, sensitivity 
tests, forecasting, etc, 

Stratecies for Improvement 

Tbecuiture of development administration 
la formalism rather than functionalism, 
jfilppaucracies would be more effective if 
diey paid less attention to form and more 
fo instance. This would imply fewer over- 
lipbit^ plans. Officials would have to be 
glare bencHciary oriented. What needs to be 
gMbftriieii is a harder look at the reasons 
die implementation of programmes to 
ddain central policy objectives is falling 
far abort of satisfaction. The measures for 
aelptin of delivery systems to make them 
jkbdre cost effective, accountable, and res* 
'fKfoaive could be initiated in the following 

(I) Stressing Clarity of Objectives; 
^aphasising Perspective Planning: 
Bncouraging Community Participation 
and Local Initiative; (4) Fostering Greater 
Transparency in Functioning; (S) Evolving 
^proved Mechanisms for Co-ordination; 
decentralising and Delegating: 
Effecting Economy in Management; 
(fi) fiuilding Incentives for Realistic User 
Ppajdind: (9) Reducing Gender Biases; and 



ImprQwtfig Punofmot Managameni. 
Cfonfy of Objectives 

The development effort has to Shift from 
the norm-based to the need-based paradigm. 
The delivery systems will have to be made 
more responsive to social needs as perceived 
and articulated by the community. Greater 
focus on actual improvement in the quality 
of life will help redefine official functioning. 
More substantial gains as the end result need 
to be targeted for, as contrasted with the 
implementor* s present preference for merely 
initiating some activity. In this respect, there 
needs to be more clarity about objectives in 
government directives. 

Very importantly, the monitoring and the 
evaluation which is being carried out has to 
be in terms which en.sures that the broad 
objectives are being attained. Shortcomings 
will lead to identification of causes, down 
the line, which will seek answers to questions 
whether entitlements have been determined, 
whether there are structural weaknesses in 
the implementation machinery, or whether 
it is ju.st laxity of an individual functionary. 

While it is practical to break down major 
policy goals into activities which can he 
monitored, forinstance disbursement of loans 
and subsidies to enable households to emerge 
above the poverty line, the main objective 
should not be lost sight of. The activity being 
monitored should include a regular follow¬ 
up and a clear message must go down to the 
field from the monitoring agency at the state 
level \hat the ultimate evaluation of 
programme success or failure will be in 
terms of the main objectives. Once the 
monitoring system is geared in term.<w of 
assessing achievement of policy objectives 
rather than activity there is bound to be 
generated greater pressure for improvement 
in programme content. In this light, the 
system of monitoring needs to be examined 
and reworked. 

Perspective Planning 

Perspective plans employ and take stock 
of resources available over a longer time 
frame, as also fix objectives which come to 
fruit in the long run. The lack of perspective 
planning, to some extent, is due to an 
understandable penchant for short-run 
populism and visibility in the state-level 
political process. So, for instance, because 
animal breeding and upgradation of milch 
cattle entails longer gestation periods, such 
programmes come to be neglected both from 
the point of view of resources earmarked and 
implementation. 

A clear linkage between the broad policy 
objectives and the delivery systems in 
district-level perspective plans, will have 
implications for a set of prescribed aett vities 
in the district, linked consciously to policy 
objectives, whether with respect to more 
gainful employment by raising agricultural 
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optlnitmdq^metit of inpotaltke fortiltler 
and credit, orniising milch caltlepnxhictivity 
through technical inputs. 

District plans have usually r^nained a 
statement of exaggerated demands rather 
than an integrated plan. Meaningful exercises 
at district and block levels has not been 
possible because there has not been 
competent agency to formulate such a plan. 
It is left to an ill^cquipped district economics 
officer to aggregate and compile information 
about the demands from various depailmenU. 
Reduced to a mere ritual, the plan formulation 
exercise does not take recourse to any 
interdepartmental integration or incorporate 
area specifics. This .situation can be remedied 
by devi.sing u sy.stem by which an 
interdisciplinary team at the district level, 
drawn from officials, non-officiaU. 
academics and others would draw more 
realistic and purposeful district plans. 

In any ca.se. with the advent of the new 
panchayati raj dispensation, and more local 
taxes being at .stake in the future, the district 
plan cannot remain a pedestrian collection 
of chapters giving a routine narrative of the 
varifHis ilcpartmental activities in the district, 
all unhinged and un-coordinated. A clearer 
as.scssment is needed whether the melange 
of activities corresponding to the aspired to 
objective is commensurate with the resources 
available, in both a limited and longer time 
frame. 

Community Participation and Local 

Initiatives 

Community participation is a process, not 
a sporadic event. Hence avenues for 
constructive participation have to be 
institutionalised. Systems have to be devised 
to motivate local initiative in the community, 
for which user groups will need 
strengthening. In some circumstances local 
people can also be engaged to deliver at 
least some component of a development 
package for which an honoraria could be 
paid. A case in point is the village 
anganw^ worker, who is a local resident 
and receives a fixed honorarium. With 
appropriate training, the members of village 
co-operative management committees can 
be cdled upon to handle programmes with 
a strong local content, , to illustrate, in the 
manner of women daily co-operatives being 
used as effective vehicles for dissemination 
of population control information. 

A facilitator in this form, and who is also 
representative of the interests partaking of 
benefits will help recognise the diversity 
and the heterogeneity on the ground. This 
marks a movement from impersonal 
bureaucratic delivery systems to something 
more user-oriented. JRY, due Ip its more 
participatory decision-making component, 
led to a more meaningfol resource utilisation 
than theRUBGF. Tire effoit can imstia^ 
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iAtOMtucinf integrated appmaciies, 
improving commiMiicmkm. and increasing 
i^ccountability. Proper training capsules 
should generate problem solving attitudes. 

Decentralisation through local govemmem 
as envisaged in the Panchayuti Raj would 
not only encourage local effon but also 
catalyse integration at the local level. For 
instance* purchases tor women and child 
nutrition programmes, if decentralised 
realistically could sec local DWCRA 
entrepreneurship rise to ihc occasion in 
supplying ground cereals for anganwudi.s, 
etc. 

Demand groups have to he activated to 
enable the poor to gain wider access to credit 
and infrastructural facilities. The slate should 
help activate demand groups pressing tor 
skills and tools, as distinguished from their 
present perceived status, as passive 
beneficiaries in a social security system type 
ol situation. 

Greater Transparency in Fnnctioninf! 

Transparency in government functioning 
and simplification of procedures will make 
delivery systems more uccouiuuhic and user 
friendly. When village prudhans were 
entfusted JRY funds lor construction ol 
community assets, the village community at 
large did not have knowledge about the total 
funds received and the annual cxpendtlure 
incurred on various proiects. The pradhan 
and the village panchayai ot I icer. who jointly 
operated the patichayat account, kept the 
details a closely-guarded secret. 

To check leakage of lunds and ensure 
greater accountability government made it 
mandatory lor information to he posted 
publicly about the works executed, estimated 
and actual expenditure and savings it any. 
The displaying ol relevant information on 
bulletin boards at public places and 
community halls resulted in community 
pressure on pradhans to account tor public 
funds, and had the ctteci of many unfinished 
projects being rapidly completed. 

The question of access lo information, and 
knowledge about cniiilemenis. and legal 
rights is poncntious. The premise being (hat 
the deprived and the disadvantaged can be 
more secure within institutional frameworks 
rather than through notions of state 
benevolence mirrored through a village-level 
official. Thus, an unemployed landless 
labourer needs to know of the existence of 
JRY works in his village or neighbourhood, 
prescribed minimum wages, and remedies 
in the event of default. 

A fuller use of information icchnolt^y 
and electronic data processing for increasii^ 
efficiency and reducing corruption. This is 
illustrated by computerisation in railway 
reservation. In other areas, also, the use of 
information technology as support to 
decision-inakiiig can be instrumental in 



leducbig corruption, tbe use tinear 
programming methods for charting out the 
most optimum transportation routes of buses, 
milk and oil tankers, etc. 

Improving Co-ordinatton 

Intcr-depanmcntal co-iirdination reduces 
duplication and wasteful effort. More and 
more, in the future, funds are likely lo How 
from several sources into projects and 
programmes. There is an urgent need to 
make radical changes in present delivery 
systems to take into account this emerging 
trend in funding. The nodal agency, 
responsible for implementation, which u$^ 
to be accountable for iis own line department 
has now become accountable to so many 
ditlerent agencies. To compound the 
situation, each funding source insists on its 
own terms and conditions. Hence new 
procedures have to be designed for meeting 
this funding mode which might entail carving 
out new mechanisms for implementation. 

Pre.sen(-day attitudes, con.stantly .seeking 
to position departments in situations of 
vantage, at the cost of work efficiency and 
beneficiary iniercsi, will hove lo undergo 
iranslnrmution There will have to be greater 
emphasis on working collectively, by making 
full use ol each department's comparative 
advantage in expertise. This calls for a 
rationalisation of such departmental 
I unctions which are not mutually exclusive, 
and need to be closely co-ordinated. Such 
clubbing (ogetherdocs not imply the merging 
of identiiy ot various dcpartmcnis It 
emphasises the requirement for a more than 
superficial co-ordination. This would entail 
that sugarcane and sericulture should come 
under the Agricultural Production 
Commissioner’s wing concerned with 
activities relating to rural economic activities 
and crop husbandry. Departments pertaining 
to siK'ial Itcrviccs could come under the same 
umbrella, as also engineenng disciplines for 
public works be brought together. 

The commonalities in the functions of the 
different departments dealing with nutrition, 
health and education should be co-ordinated 
into an optimal effort. Such an effort could 
be dovetailed thrcugh a project approach 
with well-defined objectives and time 
schedules, e g. a dairy project Which would 
see a combined effort of the departments of 
dairy development, animal husbandry, 
agriculture and the co-operatives. 

Oftentimes, decisions for employment 
generation programmes flounder because of 
weak co-ordination with supporting 
institution ’ s outside government, like banks. 
NGOs, universities, etc. With the likelihood 
of NGOs. user forums, etc. playing a larger 
role in the delivery of economic services, 
the issue of co-ordination between 
government and such agencies assumes 
greater importance. While systems are 
already in place for co-ordination with banks 
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meChiuiisms wRt hiiveto 
respect to NGOs. and other atgepdea. Mini 
dairy projects which succcimd in suhie 
districts, did not do as weH in others 
due to lack of support froni banks, p^&ps 
because of the failure of the disirici 
administration to activate the banka 
sufficiently. 

Deceniraiisation and Deiegmion 

Decentralisation improves the responsive^ 
ness of delivery systcm.s to the coinmuiiity 
it serves. There is an urgent need toexahilne 
existing rules and procedures in each 
depanment to funher the delegation and 
decentralisation process. Training insti¬ 
tutions such as Institute of Management 
Development (IMDUP). State Institule of 
Rural Development (SIRD). Institute of Go^ 
operative and Corporate Management and 
Training (ICCMRT), or HPA could evolve 
capsules in which questions of delegation 
and decentralisation could be addressed. 
Retired personnel, with reputation in their 
fields of experience, would be eminently 
suitable to compile a compendium of 
contracts, store and purchase rules, financial 
sanction.s. and other establishment matters, 
to decentralise and delegate day-to-day 
administrative matters with a view lo 
simplify, and introduce transparency in the 
decision process. And. above all, to reduce 
delays. Such an arrangement, lor employing 
retired personnel, as consultants, on short¬ 
term basis, would be more effective and 
economical than engaging regular consulting 
firms. 

Economies in Management 

The responses of remote bureaucracies to 
popular needs are inadequate and delayed. 
Most otten. financial resources and 
manpower is not even a handicap. The 
constraint is the distance, both physical and 
temperamental, of the official machinery 
from the potential benetlciary. 

The official machinery will gradually find 
itself inadequate to maintain in usable 
condition the rapidly increasing assets of the 
state. Mechanisms will have to be devised 
whereby the responsibility for the upkeep 
of such assets be transferred to the users. 
For example, associations of tubewell users 
or rural drinking water systems will have 
to be promoted. In the same vein new 
measures will have to be taken to encourage 
the private sector to enlarge their sphere 
of activities, witness the new ground broken 
in communications, with PCOs being 
privatised. ' ! 

Contracting out dt services seema to 
improve productivity. This featuib ja now 
being increasingly applied in tiwhapdrt; 
instead of purchasing vehlctoaiidem^Miyin^ 
drivers, vehicles can be MtOd for tMitiita 
periods. Again, iMscurity servictl Ihniugb 





• t^ difttnct soldiers iKiard cim be hired on 

contract husiH rather than apjpointiniL 
,4hcnMkiUars. The same is true ot cleaning, 
.dtltiermg and mainienancc services rather 
ttoemptoyiiigananny of safjMrkammchans 
Or bearers. 

The scope for para-protessionals to 
iivppienicnt the efforts ot government 
deliver; systems is a.ssiiming importance. 
COstsol dcliveniigHcrviccscan heminjmi.sed 
by using para-professtonals. trutneJ in basic 
ftktlls« and recruited from the community 
they arc to serve. Such persons arc more 
likely to be rcKident IcK'ally. The financial 
tfiHilication would also be less. In the ease 
of village dairy eo-4ipcraiivcs. the secretary 
of the co-operative stKicty. a local resident, 
have been trained as •‘harcliHii vets" They 
amnoigovcmmeni servants, hut employees 
of the .society. Also, what needs to he 
dOterminedis whether the sniall-iown service 
sector, e g, iransp^m. custom services, etc. 
can be given some insiituiional support 

IBEid/dititg Incentives for Realistic User 

If scarce resources of the state are not to 
be waslcfully expended, service chargc.s tor 
economic and social services rendered hy 
the state might have to he brought m line 
with realistic costs. In the ease of irrigation 
systems this would have to go hand-in-hand 
With a rapid extension programme to tnlorni 
and educate turmers in eftectivc water 
miiiagemeni. It lUMiding paddy liclds with 
Sems of water can result in almost the same 
yields as with 10 ems then with more 
economical use of irrigation a larger nuinher 
df farmers .shtnild he served with liic limited 
supply. Effective associations of water users 
with the assi.stance ot government 
functionaries could define and allocate 
irri|Bation water to cnahie u larger number 
of farmers i(» gain. 

It is being argued that budget ot the 
itmgtition deparitncnt he linked in some 
nuirmer to the user charges it rcciwcrs. This 
would put pmssure on the departmental .staff 
in the field Ui provide better and moi e prompt 
iSbrvices, as the farmer ii.ser would pay the 
service charge only if the service was 
satisfactory. The same would huM lor the 
etmricily and power dcpurtnicni as well. 

Rednemft Gender Hius 

Women is.sues cull for special tocus. 
Pro))ecis suited to women have not been 
ilfoinifiedaclcqiiuiely. Also, much is wanting 
in delivery of financial services to women. 
Access to credit is essential to productive 
seif-employment for poor women. If due to 
lack of land proprietorship the reiiuisitc 
collateral is not available, ways and iTieans 
to counteract .such historical di.sadvaniages 
haveio he innovated. Logistically.it is easier 
to reach women in gnnips like All Women 
Oi^operalivcs or DWCkA to enhuiiee ilicii 




acccsx to rc^iurcc and mnikm There is n 
general failure lo identify projects to which 
women are suited. Delivery systems need 
more women. Simultaneously, iraditUmal 
.sy.stcms need to he gender .scnstii.sed. Services 
rules require re-examinatton for gender 
biases. 

Specially trained lenialc suhtcd matter 
spcciaif sis arc needed. To illustrate, the multt- 
purpo.se health worker nccd.s to have skills 
and moll vulions to respond to women. There 
IS an urgent need lor trained dais, health and 
anganwadi workers. All such workers need 
better training in the intcrpcrsonncl part of 
their work, and with pcrecptihfc sifts from 
the hitherto emphasis on meeting targets and 
filling out piotornuis to spending more time 
with coinnuinity inemhers. The training of 
the extension stall in group dynamics and 
hiisincs.sadvisory skills should carry a strong 
gender c< imponcnl lo iniriKluce the necessary 
altitudinal changes. 

InipntvitiK Hcrsonnel Manaftenwnt 

Enhancement in the capacities of the 
personnel manning ihc ilclivery sysicms is 
crucial. Field functionaries should icside in 
the liical area iliey are serving instead ol' 
commuting from the district town. 
Longetiviiy in assignment tenures will 
conirihuie \o greater accounlnhiliiy and 
development ol comparative advantage 
through advanceniciu ot specialised skills 
Extension stall should he trained in group 
dynamics and advisory .skills. In the remoter 
areas there is a shortage of manpower. A 
minimum tenure should he prc.scrihed in 
such areas, and disciplinary action iniiialcd 
in the event ol non-compliance with posting 
orders. In this respect it needs to he examined 
whether Slate cadres should give way to 
regional or disiricl cadres fur local 
funciioiuiries 

t I I SION 

Any exerci.se lo improve delivery systems 
will prove luiile it the political ethos does 
not coniplcmcni. in tael, strengthen the 
endeavour. The task to improve the quality 
ol life IS daunting. A fundamental que.siion 
is whether the ohieettve of the state is to 
maximise utility in the most clficieni way. 
or should ihc slate's paramount ctmeern. not 
only in what is prolcssod, hut in spirit, he 
to ctindiiion rigorously the enhancement of 
utility with considerations ol redisirthutive 
lusticc and equity A resohilton ot this 
question will suhsianiially inlluenee the 
character ol the deliver) sy.stcms. 

'I'he Hawed impleiiK*nlulionol land relorms 
legislation has been much discussed. 
However, another common property 
rcsounre. ground water, is in imminem danger 
ot giHiig the same way us land distnhution. 
It is eomnuin knowledge that high power 
tuhewclls are being sunk hy bigger larmers 
wluk are acquiring capacity lo draw oul 
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ambiticius tfec horiiig imigruihtiM^ for tlie 
weaker sections or the near landicss. it is the 
resource rich bigger farmers with heller 
access to diesel and electricity who arc 
cornering this coinmiHi property larges.se. 

The slate must addrcs.s the issue of common 
property resources being unequally 
distributed. Because of the suhstaniiul 
externalities involved, with llu^ socia) costs 
being home largely hv the poor, the issue 
acquires a very fundamental dimension. The 
rich man's tuhcwcll is drying up the pimr 
man's shallow well. But the issue has to he 
imndored over in totality, not to he perceived 
in a piecemeal manner. The overall aspiration 
would entail mit only preventing the rich and 
afllucni trom drawing more than their share 
of entitlement hut also finding ways and 
means to redress Ihc inequality hy iranstemng 
.some ol the rent to Ihc poor in the form of 
u levy or tax. For this appropriate legislation 
will have to he pushed through. 

Not only is the prosperous farmer using 
up more than his share of the common 
property resource, but his partaking of snaic 
created infrastructure like power, ere, 
which being siihsidiscd very substantially 
hy the state enables him to earn rentier 
incomes. It is situations like these which 
need to he reformed through state promoted 
entitlements supplemented hy ln^lltutlonal 
.strengthening lor cnforcemeni oi the same. 
A cu.se for laigctcd .subsidies I lii.s will also 
.serve lo correct rc.source mi s.tI location to 
more efficient levels, and in .m equitable 
mode. This will also rein in wastage of non- 
rcnewahle resources. 

A greater .sen.se of pui pose motivation can 
he imparted to the working ol the delivery 
systems hy better defining and po.siting the 
entitlements of the target groups. This will 
lead to greater accountability. The .state will 
he obliged to ensure that entitlements 
correspond to government resources. 
Bnuhlenicni and empowerment ot the 
deprived through entitlement will put 
pressure on the cutting edge level ol the state 
machinery lo deliver. The rights will have 

10 he defined nml the beneficiary informed: 

1 1 the canal user has not got water at the tail 
end. either the irrigation delivery will have 
to he improved or the tail end redefined. 
Hence the hc.slowal of entitlements has lo 
he commensurate with the will to implement. 
Otherwise the new pancliayati raj sv.sicm 
will simply mark a .shill, from olficialdom 
to dominant cia.ss-casic alliances wielding 
authority, in a barely di.sguisedreincarnation 
ol the past. 
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Chasing the FDl Rainbow 

Arun Ghosh 

Multinatioiuil Enterprises and Industrial Organisation: The Case of India 
by Nagcsh Kumar; Sage Publicalions, New Delhi. IM94: pp 203, Rs 230. 


NAGESH KUMAR huv specialised in 
industnul organi.sation issues with sficcial 
reference to multinational enterprises 
(MNEs) and domestic manufacturers: and 
his first attempt (published in by 
Rout ledge. Ijondon and Nc>s Y ork) presented 
his researches on ihe subject at the Delhi 
Schixd of Economics. 11ic present volume 
not only updates the data (and analysis I hut 
also rellects on the ma|or changes both in 
India's economic policies and in the 
international scenario after IWI The 
volume, completed at Maasiiicht 
(Netherlands) in July I9s>4. gives many 
insights into problems that hoih intrigue 
economists and fox economic fioMcy-makeis 

What we have, thus, is a short. statistically 
.skilled ~ .md yet higlily readable analytical 
foray into the questions ol relative el ficiency, 
mtUivaiions and impact of MNEs. wlui today 
control the bulk of foreign direct iiivesiineni 
(FDl) flows in the world. Nagesh Kuinai has 
used not only his own analysis oi the 
operations ot 49 industry groups (at the three 
level standard indu.sinal cla.ssilication) in 
India, he h.is also examined s4inu' iiihcf 
recent attempts in this held. es|)eciallv the 
works <il .N .S .Siddharihan. .Niiiiial C'handra 
as weli as those oi a numhci ol scholais 
abroad. In his own study. Nagesh Kutnai 
has analysed data pertaining to a total ol 
l.^.14 C4irporate cniilics in India, including 
262 loretgn companies, in 41 industries. 

Data piohlems m any such study must be 
immcn.se: and Nagesh Kiiiuar has 
undcrsiandahly had dat.i gaps, especially in 
regard to many is.sues rai.sed (and statistical 
mferenccs drawn him). 

There are three se|Kuale - and identiliable 
- issues investigated by Nagesh Kumar: and 
these need to he po.sed at the outset (without 
going into many of the raniifieaiions and 
qualifications involvcdinanalyiical methods, 
in data availability and in the conclusions). 
First, what are the dclcrminunts of the share 
of MNEs in manufacturing production 
generally, and in India in particular? D«h;s 
the behaviour and pallcm of MNEs in India 
corrcsfHmd tv) theory and to empirical ex¬ 
perience across the world? Sccotully. wluit 
are Ihe special (and specific) characteristics 
of MNEs and local cmcrpri.scs in the Indian 
manufacturing sector? Again, docs the 
experience cmirspcmd u» what one may 
expect? Thirdly, what are iltg determinants 
of the profitability of MNHs and Itical 


enterprises in (he Indian munufucluring 
sccior?l’o whaiexieiu does Indian experience 
confirm (or ncga(c) certain hypotheses hosed 
on diverse' ihc.ses that have been propsmnded 
by international scholars (which have also 
been established through world experience)? 

Based iin ihc .study, there is a fairly deiailed 
and long |his( script on icccni changes in 
economic policy in India. es|H.^’iully in regard 
lo the welcome mat put out to Inreign 
invesiors since July 1991. ihc ox|H*clations 
and the 4iciual paucin ot FDl m India, and 
w'hcthci - and lo whai extent - FDl by 
MNEs may help lo improve India's balance 
ol payments (aiut cc<»nomic development) 
problems. The conclusitins herein arc based 
I'm certain overall hndings earlier, 
iniemationa) ex)K'ricncc and aggregate data 
lieilaining to ihc opcr.ilions ol MNEs in 
India 

Anallogcthcn hallciigingta.sk. and a.study 
of great rcicv aiicc lor liulia. analy.sed calmly, 
witlv Mil anv kicoiogical slants or preferences 
rhiN |Huni needs to he highlighted because 
all llirough the study, (he locus is to examine 
ccriain postulates oi the theory ol 
iniernaiional operations ol the him and lo 
lesi various hypotheses (presented by 
iniernaiional experts) against Indian 
ex|H.Tienee 

What. then, are the postulates, and whai 
are the Imdnies' lo begin with, the W'orks 
ol a numhei ol interii.iiional experts on 
indtistrial oiganisatioii and on the (micro) 
theory ol the! inn hav e been cited lo postulate 
that the chmee by MNI:s. as between the 
.setting up ol an alf'ihalc :ihroad and the 
licensing ot know-how to a domesiic firm 
in (he host industry. dcpc'iids essentially on 
Ihe "relative iiaiisaction cost involved in the 
iiurkct (lansler" 1'he major advantage ol a 
MNE consists ot certain intangible assets 
enjoyed by ii. these .issets consist ot goodwill. 
of a certain degree ol monopoly in regard 
to priKcsses ot maniilacturc. of clout in 
advertising, ol resource power and therefore 
tit continuing R and D effort to improve 
production technology and, linally. of cenain 
.skihs tol iiuuiagcnicnt. tor in.stuncc). 

It is this advantage of "ownership ot 
intangibles which explains tlx: \ cry existence 
of MNEs away irom their hivmc countries. 
Where an MNE is able to iniemalisc these 
advantages away I'nitii home, it would set 
up a branch, a subsidiary, u |oim venture. 
And the hypothesis is that the "asset bundles 


of MNE afiliiaics dtlfcr from thitsc of their 
kical rivals**. This tsa reasonable hypothexis 
to make. Indeed, this is whai gtvexche MNJSx 
a cost advantage, and justifies the fact of F|M 
even from the standpoint ol neoclassical 
(ncoiihcral) economic theory. 

Nagesh Kumar readily admits to 
inadequacy ol data availability lor a rigorous 
application of statistical tc.sts to the many 
hypotheses he starts with. A.s a matierof fact. 
It would be extremely difficuil to come by 
the rcquiicU data even in indusirially 
devclot)cd countnes. How does one quantify 
the ‘intangibles* enjoyed by an MNE? One 
d(K-s not. One merely ussiimes they cxt,st: 
and then one proceeds to analyse their 
opernhons. their profitahility, their 
prclercnces' (or choices) in regard to 
direciing (heir liinds i7.v-/i-vf.v (heir kKal 
counterparts in the .same industry. And this 
.IS what Nagesh Kumar has proceeded to 
analyse, w'lth relcrence to MNEs in Indian 
manuluciiiring industry and their local 
C4>un(erpur(s (or C4impeliit>rs) ^ 

In the 49 industry groups lor which data 
are available, the share of MNEs in India, 
in gross total sales (in the aggregate) wax 
32.x |KT cent in I97.S-76 and 31.4 per cent 
in 19X0-81 One must note, these relate to 
the universe ol firms lor which corporate 
data w'crc available to Nagexh Kumar: they 
need not be correct for manufacturing output 
as a whole (i c, outside of the 1.334 firms 
tor w'hich data were available. 

We know, ol course, as per Ihc Reserve 
Bank ol India analy.scs ol corporate data that 
u .sample ot l,3.'^4 (largo firms would 
ciinstituic a very large segment of corporate 
manufacturing aciiviiy in India even today; 
lor the period .iiialy.sed. iiw sample is quite 
impressive. (In fact. Nagesh Kumar's sample 
IS derived from the RBI slock of balance 
sheet data.) Nagesh Kumar estimates that 
M N E sales (or asset s) as u percentage ol total 
corporate sales (or assets) in I9X()-XI was 
nearly 2^ per cent. Again, this is u strikingly 
high percentage, in a regime known m be 
quite rigid about permitting the entry ol 
foreign firms in mamilucturing activity, 
permission being given (until 1991) only on 
a highly .seleclive basis 

Without going into the detailed 
quaniitalivc analyses ol Ihe hypo(he.ses ret 
tun in regard lo (he specific advantage of 
MNEs. Nagesh Kumar*sconclii.sionconfirms 
(he theoretical proposilion that "FDl has 
concent rated in (hose branches of 
manuluciuring which are characienred by 
a high degree ol product differentiatiofi and 
in branches (hat are intensive in the Use of 
idiosyncratic knowledge**. Industrial 
orgaiii.sationthcory.as well as common renre. 
would both support Nagesh Kumar*.s 
cmpincal findings. 
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WiM Mie come ro iMe 
;liaractertstlcs of foreign an«f local 
anteriMnses, we tread on more tricky ground. 
0 this context, NageshKutnitrhasconsideied 
i S cUffeiem (distinguishing) aspects of firms’ 
onduct and performance. Nagesh Kumar's 
ifoad findings herein are interesting. 
Ulhoi^ higher profit margins on sales 
itiaracterised MNEopergttons in India, their 
i^vertisement imensfty was not found to be 
ignifii»iitiy diffeim firms, 

rhe employees of MNEs were found to be 
n a significantly higher income category 
and yet their profits to sales were higher). 
tthixiiMntly* the import content of final 
was also found to be not significantly 
ftffereht from that of local firms. (Thiscould 
m as Nngesh Kumar hypothesises, because 
if government's trade and import policies.) 
n exports also, the MNEs perform no better 
han thetr Indian counterparts. Bui there is 
ine significant difference. The MNEs have 
imuch higher degree of vertical iniegraiton 
ndhence fewer imer-firm linkages. And the 
cale of operations of MNEs was 
understandably) much larger The major 
lifferences between MNEs and local 
snterprises were in the scale ot operations, 
xofit margins, degree of venical integration, 
ilgher proportion of highly paid employees 
nid higher liquidity ratio. 

Theseare the findings ot Nagesh Kumar's 
omplex regression analysis; and one has lo 
ccept the findings. The high liquidity ratio 
f MNEs following the funding ot working 
apital from cheaper long-iemi sources gives 
lieiA an advantage - (he cost of iinunce in 
ndia being high - but surprisingly, then 
aventory managemeni is no better. 
Inibitunaiely, one-to-one cost comparisons 
ft not possible. It is possible that MNEs 
ave a higher price realisation tfor more or 
SM the same product) for diverse reasons. 
Ilia is speculative becau.se Nagesh Kumar's 
mdysis does not go into cost compan.sons. 
Ve let that pass, and note only the povsibility 
iiat pressure of competition (from MNEs) 
say have forced the local cnierprises to 
leieasctheir advertisement costs, merely to 
uifViVe. whereas the brand name or ibe 
jOodwifl of the MNE helps ihe latter to cut 
0^ on advertisement costs 

Nigesh Kumar has attempted an 
Xj^ahatfotl of the highef protilabiliiy of 
as essentially arising Irom "rcni 
WNlingintangible assets'* (ofM NEs). These 
l^^txandgoodwill, proprietary technology, 
iptive access to the parent's rescaich 
il))X>ratories,nesefVui^^ organisational and 
kiglXganal skiliaand mtormation networks'. 
Iieae me significant advamages. though 
ne could overstate the factor of nuinagerial 
kills; pertiaps tliere is uki much tnopaganda 
Uthitaspect. Yei.umtdniably. the increasing 
dits of Research and Udvdctfimem. the 
gHd improvemems m lischfiolcigy (and the 
i|h mfeof ohmilcsceiwc tn 



and incimhHRg eedjiiiQ^^ 
fModucuon give MNEs a distinctive ^van* 
tage of local emerprisea^ (Thesd economies 
extent to buying and selling also.) 

Again. Nagesh KummhatstesUxlanumber 
of hypotheses in (his context. One \% thaU 
MNEs can pursue aimpetitive strategies 
based on non-price competition through 
product differentiaiitm; secondly, two forms 
of knowledge intensity (technological and 
managerial) give MNI^a special advantage 
over local competitors. Thirdly, intra¬ 
industry differences in profitability can 
emerge from differences in the size of firms. 

Nagesh Kumar* s empirical researches lead 
him to the conclusion that MNEs and local 
enterprises ‘^belong to different strategic 
groups in an industry" and the tormer "appear 
to enjoy special advantages over their local 
counterparts... A part of the higher profit 
margins of (MNEs) might be on account of 
their greater degree oi vertical integration". 

Finally, even though MNEs may be 
deemed to be better placed to tap imcmationul 
markets. Nagesh Kumar's study "does not 
bring out any siati.stically significant 
difterenccs in cither export performance or 
industry characteri.stics of exports". It would 
appear that MNEs in India have tended to 
lakcadvantagcof India's import substitution 
policy, and their locus has been primarily 
on the Indian domestic market. 

Despite the nature of the Oata available. 
Nagesh Kumar s ha.s been a valiant effort 
at analysing the nature and characteristics 
of torcign cnicrpnscK in India. 

The most interesting part of the volume 
comes us a postscript, in the form of 
comments on the recent policy changes in 
the context of FDl. technology acquisition 
and exports. Alter anal vsing the flow of FDl 
to diverse countries, including east Asia and 
China. Nagesh Kumar cx)ncludes that *'a 
greater magnitude of FDl inflows achieved 
through a liberal policy may not necessarily 
achieve these objectives (ol technology 
oequisituvn and exports). A target-oriented 
and selective approach is considered to he 
more clleciive’. 

There arc di vcr.se reasons which have been 
given lor coining to the above conclusions. 
To begin with, in line with the conclusions 
of international theorists. Nagesh Kumar 
suggests that "transfer of imangtble a.ssets 
(e g. technology) will be made through FDl 
(for imemul mode) only if costs of market 
transaction are high. MNEs have become 
increasingly wary of either permitting their 
brand names being used by <Hhcrs - over 
whose production processes they have no 
direct control - or even of trimsferring statc- 
of-art technology. Thus, technology tmnsfer 
agreements tend to tnntsl'cr only second rate 
or third rate (and out of' date) technology, 
which may he passe in a protected (dcvciop- 
iiigleconomy but whichcannot hopelocom^ 
pi^ with technology possessed MHBT. 


toward gioboitsatm (rf’ R and Q 
by MMBs... The hulk oftheovenfeas K and 
DactivhyundertakenbyMNEs... tsconfinod 
to the industrialised countries*’. Of the more 
than S 90 billion spent by US firms and their 
affiliates on R and D ^ as per a 198V study 
by the Bundesbank - less jihan S 9 billion 
was spent by their affiliates: and afflHates 
in developing countries accounted for less 
than S 280 million tor 0.3 per cent). 

But more importantly, Nagesh Kumar has 
gone into the basic issue of using PDl as 
a resource flow tor economic development 
(in lieu of development aid and external 
loans); and he reterM ^ t iic hope of the Indian 
authoritie.s to attract some S 3 billion of PDl 
(as a result of the liberalised policies now 
adopted), both for bridging the balance of 
payment.s gap as well as the gap between 
domestic invc.stmeni and domestic saving. 
Nagesh Kumar ha.s. in this context, 
specifically addressed the premise that FDl 
flows are less burdensome on the host 
countnes, .since profits are repatriable only 
at icrproduction commences and profits arise. 

Nagesh Kumar has two ai gumenis against 
the above premise. First., he estimates the 
total FDl likely to flow imo developing 
countries to be around $ 40. billion annually. 
For this amount, the competition is not only 
Irom eu.st Asian countries but now also from 
the erstwhile communi.si countnes ol'Eastem 
Europe. (The rest of FDl flows arc likely 
to be intra-dcvelopcd world, c g. to the US. 
within the EC. to Australia. New Zealand, 
Canada, etc.) Among the developing 
countries, the criteria ror FDl flows are per 
capita income growth rate, extent of 
urbanisation, availabiliiv ol infrastructure, 
piilittcal stability, and BOP problems: and 
in the light ol the above, pnmanly agrarian 
economics like India arc less likely to attract 
FDl as agaimtt smaller, more urbanised 
countries (including enclaves like 
Singapore). 

Nagesh Kumar also rebuts the common 
(and popular) notion about China where 
more than two-third.s of FDl inflow is from 
expatriate Chine.se from Hong Kong, Macao 
and other places. For the rest, as per the 
UNCTAD, over 60 per cent of invest¬ 
ments pledged in China by industriaitsed 
countries is for offshore oil development 
and not in manufacturing. India is not 
likely to be an attractive country lor PDl 
flows for manufactunng tndusury lor obvious 
reasons. 

Finally. Nagesh Kumar has successfully 
exploded the premise that FDl places a lowpr 
bufden m the host countnes than exunmai 
borrowing. Using the World t)eht Tables 
prepared by the World Bank, he has shown 
that as per (he World Bank flgures. ftt^h 
1984 to J99I, the net jPOl inHow ifuo 
^'moderaiely indebted tow ilm 
has been eonsisicmty teas ttMMi the 






Jn IWt atefietinfloii/ii|1>DUa^ 

fwytet out was neftmi^Nr 

by a» imidi 0 s a Mhm US dollars (p I67). 
Over lo 199U PDl ionows 10 these 
cotinlnes totalled $ 6.4 hiflkin; the outflow 
of profit remittances was S 14.5 billion, 
indicating a negative net Ilow ofS K. I hiliton 
in seven years. Even for India, the RBI 
balance sheet analysis for 1988-89 reported 
post-tax profits (on FDIs) at R.s 778 crore 
on a paid-up capital of R.s 1.62!^ crore. or 
a profit rate of*4K per cent. Out of these 
profits, remittances amounted Uk Rs 345 
crore (the balance of Rs 433 crore being 
reinvested and the remittances work out to 
21 per cent of the paid-up capital. 

Nagesh Kumar therefore concludes that 
FDI cannot be considered to be a preferable 
mode of finance for developing countries. 

What emerges from the neat and concise 
study by Nagesh Kumar? He himself 
recommends that India should **focus on 
attracting a greater magnitude of export- 
oriented FDI rather than trying to maximise 
the overall volume of FDI inflows*'. But that 
takes us back to the pre-reform pre¬ 
liberalisation policies! Nagesh Kumar has 
pointed out that much of the FDI intlow into 
China l^stiffexpi>nohligations: .somehow, 
in the euphoria of FDI inflows into China 
(of around $ 12 billion annually now), this 
fact is missed out. as also the fact that much 
of FDI intlow into China is f rom overseas 
Chinese. By contrast. NRI investment in 
India IS so far quite small. As per the 
Econamu St4rve\\ 1994-95. between April 
1991 and Dtxcmbcr 1994. of the total FDI 
inflow of S 1.K67 million, the total NRI 
contribution was only $ 636 million: NR 
deposits, on the other hand (as on January 
20. 1995) totalled $ 17.2 billion. 

Nagesh Kumar's analysis is penetrat¬ 
ing. purposeful and to-the-point. More 
importantly, no one can accuse Nagesh 
Kumar of any ideological hang-up. He 
recognises the .superiority of MNEs both in 
technology and in niunugemcnt. though i>nc 
could quc.stion the latter. He accepts the 
mstitutional framework, the assumptiotis. 
the theories of a liberal capitalist economy. 
He starts with the assumption of a 'globalised' 
framework of miernaitonal trade and capital 
flows. His IS an empirical study and 
empirically, hc^finds that the crucial premises 
behind India's liheralrsatioif ol FDI inllows 
are Hawed. He. therefore, urges a '.selective' 
policy; m .short, a return fi> the pre-July IWI 
regime insofar as this pan of the ptdicy is 
coocemed. 

This raises certain other i.ssucs not 
addressed by Nagesh Kumar; and perhaps 
these i.ssaes should als<« he raised in the 
present context. First, in the present day 
world, there is not muchdisfinction between 
current and capital payments insofar as 
imcrnatioiial exchanges arc concerned. For 
example. It is well known that methods of 


‘ever-tnvcitcmg* and 'under-invoiemg* of 
imports and exports (and vice versa) con 
leadtoaslow, long-term capital night/reium 
of domestic capital. It is surmised by many 
that much of the capital inflow in recent 
years is nothing other than Indian capital 
.stashed away abroad gradually returning to 
the country. (This may be said of both ihc 
high export earnings also reported of laic, 
.signifying 'ovcr-invoicing' of exports; it 
may be true of many of ihe ill-defined flows 
of funds- like 'other capital’ in the h;ilancc 
of payments - though one would pn>bahly 
ne^ to treat FI I inflows and inflows ugain.st 
GDRs rai.scd in foreign capital markets, as 
other than Indian capital reluming in one 
garb or the other.) 

What follows? It is clear that u return to 
the prc-1991 July system i.s dearly out of 
question. Nonetheless, are some Kafeguards 
/ possible, to prevent a resumption of Ihe slow 
attrition ol a flight of Indian capital abroad? 

Clearly ihcrc arc. And w'hile this is no 
place to claboraic* on them, twfi major 


IN view of the stereotyping of Islam and 
Muslims hy the Occident, especially since 
the oil embargo of 1973 and the Iranian 
revolution of 1979, any work dealing with 
the position 4it women in Islamic siK'ictic.N 
either sustain occidental reports tif women 
us tyrannically repressed by iheir 
fundamentalist male counterparts. 411 the 
diameincaliy iipposiic view - an apologia 
in .suppoii ol their rights which, however 
arc seldom rcspciicd in the Muslim world. 
It ihcrelorc becomes ncce.vsary to investigate 
the areas where the Muslim world has 
eompelleJ euKuui coristiiueiii^ u> he 
measured by self imposed gender 
mcqiiainics - a piisiiion unfavoured by the 
Quran. 

The papers eompiied in Fmhlt'ws oj 
Muslifv Women tn india rellcc! diverse 
vicwpoini.s. Most 4>l them reiaie. both 
llieorctically and praetieaf ly. to the problems 
encountered hy Muslim women, touching 
upon sociological and legal themes, 
presenting case studies, and reflecting the 
status of Muslim women in a liberal 
democracy graining cuhiiral autonomy. The 
need for social change in the ureas ol personal 
law. education, family planning, gender 
justifre and economic refonn arc discussed. 
Intereslingly. despite Muslim women being 
a heterogeneous group having mufii- 


safeguards tittisi he emphasHseii diie 
must prevent the inflow/outnow of 
specutalive 'hot moiicy*. That can he 
achieved partially (though very sticcesafuOy) 
by a reasonably high 'capital gains' tax for 
foreign capital, which is today a nofttiiiai tO 
per cent. There is certain to be a hoe and 
cry again.st any iiicrca.se in the capital gains 
tax, but only hy those who want to keep the 
option of quickly transferring capital gains 
abroad: and we do not need such capital. 

Secondly, and over a long haul, there is 
no alternative to a nuit m-eronMfitc hatmce 
in the economy. Not only will such balance 
create confidence all round (theiuding 
abroad), tt may help to encourage non- 
speculative capital flows. Growth is 
immaicrial in this contcxi. though balanced 
giowih is essential for domestic socio- 
|)oliiical stability. But that take.s u.s out of 
the present area of di.scussion. 

Bui Nagesh Kumar'.s statistical analysis 
suggests that hy all counts, the pre.scnl 
policies arc gricvou.sly flawed. 


dimensional hon/oniai and vertical divisions 
by virtue of the peculiar siKio-cconomtc- 
cultural traditions governing them, their 
problems tic them with a common thread 
that lends this diverse group its cohesion. 

A range ot papers focuses on spectlic 
areas of the 'shari'nh' laws including Asghar 
All Engineer's signifiLant paper 'The Status 
ol Women and StKial Change'. Ramala 
Huxanuisa's 'Ch.ingc in the Muslim Personal 
Law kelaling t4» Divorce in India'. Sherbaiui 
Malik'.s 'Divorce in Indian Islam , and Vibuti 
F^aiel's The 'Shah Bano Controversy and 
Challenges iaauJ hy Women's Movement 
in India'. Each paper assiduouKly analyses. 
discu.sscs and emphasises strategies lor social 
change. The first three pafiers review the 
evolution of the shari'nh. or Ihc canon law 
of Islam, and itscumcni usagc.and scrutinises 
Its application in particular areas. Such a 
study disclo.scs crucial queries on the 
composition of the shan'ah and its intrinsic 
mic. 

That the sbarrah lias played a pivotal rtile 
in Islamic history us a moans of bringing 
diverse groups 4il Miistim.\ within a siiigte 
legal reltgitnis framework ts beyond dfsp^e. 
However, tfie assenion tftai die .shafi'ti^ is 
divine, iranscendent and ctemal can ondlrns 
been .seriiHi.sly que.stfoned. Again* ibosi 
Muslims rega^ the short'hh ok a ^ of 


Shariah’s Women 

Zeenat Shaukat All 

Problems of Muslim Women in India, edited hy Asjthar Aii Engineer; Orient 
Longman. Hyderabad. 1995: pp xx 198, R.<< 2.50. 
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imgth and 

nt' itidr iivcH. undtr Hie ciiver nf 
wtritih they fed secure. Hawever. little is 
known ateut the sociological process 
whereby the shari’ah came to bo codifled. 
Seyyed Hosseiti Nasr desciibes the process 
briefly in the following passage: 

In essence all the sharp ah is contained in 
theQuran.Thc Holy Book.however.contains 
the principle of all the Law. It contains the 
Law potentially but not aptually and 
explicitly, at least not all the different aspects 
of the shari'ah. There was therefore a gradual 
process by which this Law became 
promulgated in its external form and made 
applicable to all domainsoPhumun life. This 
process was completed in about three 
centuries during which the great ho4)ks of 
law in both Sunni and Shi'itc Islam were 
written, although the exact pnicess in 
somewhat different in the two cases, The 
principles of Law contained in the Quran 
were explained and amplified in the prophotic 
Hadith and Sunnuh which together constitute 
the second basic source ot Law. These in 
turn were undersUHKl with the aid ot the 
consensus of the Islamic community ('iima*') 
Finally, these sources of Law were 
complemented by analogical reasoning 
(’qiyas') where necessary. According to the 
traditional Islamic view, thcrctore. the 
sources ot thesharf aharcthcQuian, Hudith. 
ijma' and qiyas. of which the first two arc 
Che most important and are accepted by all 
schools of law while the other two are eithci 
considered of lesser importance or rejccicd 
by some of the schools \Thc Ideah anti 
Realities of Islam, George Allen and Unwii. 
Ltd. Umdon, 1975. p ^>‘)| 

It is to he noted that of the loui sources 
of the shari'ah mentioned in the above 
passi^ge. three arc human and not divim? in 
origin, and that two arc citner considered til 
lesser imponuncc or arc “reiecicd by some 
ol the schools" Whai ihis means, in oihci 
words. IS that while the Quran elucidates the 
e&sentials of Islam, the details ol the code 
of rules and regulations pertaining to all 
aspects ol a Muslim's life cumulatively 
referred to as the shari' ah cannot he regarded 
as divine - as Scyycd Hossein Nasr and 
many others ussen - since ihc Quran 
categorically rules out the possibility of any 
human being (including prophets, the imams 
of the shi'as and the great scholars of Islam) 
being divine. Unless all of the shari'ah can 
' be shown to be of non-human ongin - as 
Muslims believe the Quran to be - the claim 
that It IS divine, transcendent, eternal or 
immutable cannot be validated logically or 
theologically. 

Further, while dealing with social justice 
and gender issues, the Quraiuas a primary 
souieeof Islam explicates that God* s creation 
IS for ‘^iust ends’* (H 0 »5:H5) and not lor 
-idle sport** (H 0 21:16). Humanity is 
tastuon^ m "the best <if moulds" (H 0 


5i:M) and has created to serve God. 
Hofice. one must homiiir Allah” and 
“Haqq an-Nas" (rights of God and HghiK of 
man). The integr^ed vision Of (he Quran 
does not separate God’s revelatkin (’imam') 
from righteous action Carnal*). It enjtuns 
one to be conscious of God and conscious 
of his creatures and to understand the 
interconnectedness between the two. It is u 
profound irony (hat despite it,s strong 
affirmation of human compassion, equality 
and the need to do Justice to all god’s 
creatures. Muslim vscxrietics have sanctioned 
various forms of inequality in relation to 
gender 

Secondly, the Quran ts the 'magnu carta’ 
(and lur more) of human freedom and a large 
part of its coeem i.s to free human being.s 
from the bondage of authoritarianism, 
tribalism, racism, .sexism or .slavery or 
anything else that prohibits or inhibits human 
beings from uctualising the Quranic vision 
of human destiny embodied in this classic 
proclamation, ‘Towards Allah is thy limit" 
(H Q 53:42). Though it is necessary to set 
human limits to what human beings can do. 
not to degenerate into licence, the Quran 
safeguards against all possibility of 
dictatorship or des|>onsm and states with 
clarity and L'lnphasis: ‘it is noi conceivable 
that a human being unto whom God has 
granted rcvcliitibn and sound judgment «nnd 
prophcthcKKJ. should thereafter have said to 
his people. ‘Worship me beside God*; rather 
he (did exort them). Become men of Cod 
by spreading the knowledge of the divine 
writ, and by your own deep study (ihcrcoO*" 
(H Q 8:79, trgns Mohammed Asad.Gibraltcr, 
1984). 

For this purpose it is absolutely imperali vc 
lo carclully study the primary .sources ol 
Islam and to develop hcrmencuiic.s ot 
perceiving the distinct ion between t lie Quran 
itscll. Its exegesis commentaries, 
inicrpreiations. annotation.s and later 
jurisprudential superstructure. Such a 
necessity arises since the historical and 
cultural accretions or scholars are siimetimes 
contused by the majority of Muslims as part 
of the Quranic message. It is torgotten that 
ol the several constraints on any scholar, 
however sincere, a prior textual explanation, 
a spec) fic inielleciual climate and the distinct 
individual personality of that scholar rc.stricis 
the relevance ol research lo the environment 
peculiar lo him. Alsti. in the early part of 
Islamic history, there was a proliferation of 
literaiurc bused on aitempts by scholars to 
communicate thcif undcrslandipg ol ihc text. 
Wc have sulfcrcd in the modem era by the 
intimidation of such proliferation which 
sometimes prevents ms from atiempling to 
relate that universal mc.ssagc expiicilty to 
our own context. Further, it coamit be denied 
that during centuries of socio-political 
bostilidcs between the western and Muslim 
worlds the occidem has found adequate 


the idea of bistoricaf 

strictly insi.stcd tiptm. resiilUiig in Ixilli 
parochial liieratuicand M<uslimxefiopt)ohi)L 

With regard to the rule of womda, 
traditional liicraiure s|icllsout opiiiinns wbiefe 
have .SI imet i incs been undtn‘-iepmsef|(^ ; 

u> the reinfoaement of foe triM P^^PrisIptl 
system alter early Islam, wriimn Jii 
Muslim coimrrias were relegalcd to 
background. Today the ranks of tlio 
resurgent movements are filled with 
educated Muslim women (as seen /jin the 
collection of these papers) seeking a pieci^ 
link directly to the Quran in order to eihei^e 
from their long-felt i.solation and tef fulfil 
their needs and aspirations for a belter Kfc. 
They need more than ovcr-gcnenilised and 
redundant rhetorical utterances to cfystaltise 
and determine the Quranic intent with 
regard to the role ol women. Motivated 
largely by belict in the basic concept of 
social justice in Islam, some of these efforts 
have raised .serious objections to traditionally 
;K'ccpied conclii.sion.s. One mcthodologicsd 
shcH-lcoming of earlier opinion.s was oflen 
caused by confusing what the Quran 
prescribes wiih whai the scliolars opine, 
resulting in a rather peculiar definition of 
Islamic . Thai which is ‘Islamic* must have 
a clear and unambiguous connection with 
the primary sources of Lslam. In addition, 
when dealing with .specific issues, elaborate 
arguments extended lo support the belief in 
social justice ol Islam mu.st also be quoted 
with a holistic examination of the Quran's 
oosilion on the role of women. 

The papers by Asghar All Engineer. 
Sherbunu Mahk. Zenab Banu. and Rnmala 
Kuxumusa all locus on the dichotomy 
between the religious text and us patriarchal 
exegesis in the Indian context. Asghar Alt* 
in his notable paper, quoting Maulana Azad, 
a highly respected .scholar in the Muslim 
world, explicates ‘tafsir al raj* or the right 
to interpretation us "every epoch gencraies 
an imclleciuat environment which aftiscts 
Quranic commentary" (p 3). Sherhano. 
quoting pertinent verses from the Quran, 
emphasises "the principles of equality, 
justice, fair play and good conscience as 
essential features in family law" (p 31) whicll 
however arc rarely honoured. Indicating 
divergent stinctures in society she contrasts 
fundamcmali.s( societies where women lead 
a cloistered existence with more liberal ones 
such as Turkey. Malaysia. Indonesia. Syria. 
Egypt and nations of the Arab Magluth, 
disclosing how women in these societies 
have succcsslutly emerged from their 
seclusion and are "no longer viclinas of 
tradition". 

Women’sfliscomftiutc in mgaidfojpiM 
change in the field of personal law is dealt 
with by Muni/a Khan's ’Musliiii Women' 
Fea-eption of Status Issues Aflecilfiglliem ‘ 
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iMw^aM womeii ill Btmm tidb«gjii|rio 
different income groups, who though 
ndmming a need for modificaCmi in certain 
laws do not favour alteration in its 
formulation for identity reasons. OMy a small 
minorhy admitted coimtihiiieiit lotheconcept 
of sexual equality. 

Twopapers speciricaliy deal with dawcMKii 
bohn pfoMems. ^Women and the Dawoodi 
Bohra tteform Movement' (K Mistry; 
painstafcingly recounts a hhet history of the 
ecmueptoal framework of the bohru reform 
^jmovemem. It diltgemly discusses the history 
of (he movement, unfolding its strategics of 
' fdbrmation, accent on educniiion and demand 
forgender justice. The account of Kulsum’s 
jlife concentrates on the dcplorahle plight of 
women who arc suppressed by society and 
whose oontributton to the rctonn movement 
and public welfare generally remains 
Invisible. 

^Muslim Women's Right to Inheritance' 
(Zenah Banu) enumerates practices 
peitittilng to the laws of tnhcntance among 
(he dawoodi bohras of Udaipur. Rajasthan. 
Of the survey conducted on 50 educated 
Women of the community, 30 seemed 
nebulous of the sticio-economic religious 
lawsgovemingthem. "Wearejust acquainted 
with the terms but cannot explain the meaning 
and spirit behind the shari'ah laws" <p 35). 
The respondents further admitted ignorance 
^mot cmly of the law but the essence of 
the core principles and teaichings of Islam" 
(p 35). 

Deliberating on Muslim women's 
education, Syed Mehdi Hussain in his paper 
'Muslim Women and Higher Education' 
deduces that though the Quran and prophet 
Mohammed have emphasised the signi> 
fiCtmceofeducaiion forboih men and women, 
ym contrary to such provisions Muslims in 
practice generally deny the right of higher 
eddeation to women. He further elucidates 
that though "it may he pointed out that 
^Rtoation and s(Kio*eccmoinic status arc 
closely related", yci "it is conditioned by a 
;y<lue system in a given stKiety". Further. 

IS evident that despite higher levels of 
p^capita income in Saudi Arabia and other 
]MIidI prochicing sheikhdoms, the rate of 
literacy is quite low m the population 
tn general and among females in parti- 
ailir”(p73). 

Sushita Iain's paper 'The Process of 
]Mofderni$ar^ in India and the Changing 
Status of Muslim Women' examines 
questions of modernisation in terms of 
awareness, access, socio-economic and 
e^ucatkmal backgrounds and political 
panldpation of women. She maintains that 
"given die social, economic and political 
disabilities of women in theif religious 
(tcriptuies as iitteipreted by (heir religious 
dliles. women's progreis in literacy 
aorolment, employment and status has not 
been very remarkable as they are not 


oiftdiveiy-M evpw 

fUy of l^statiofi in iwlispM Itidid'' 
(pp ^3-54). In (he same vein, Vibud Paiel 
inherpieccexplicatesrmiSti-ieligkNisfainily 
laws and the common foattiies (bey share in 
their perception of gender justice. The 
building up of solidarity among women and 
the transcending of religious barriers at an 
inteqicrsofuil level arc suggested as strategics 
to overcome such features. 

'Social Change among Muslims ol 
Aurangabad City’ (Masood Ali Khan) is an 
impres.sivc study of Muslim women spelt 
out in terms of "tangible indicators". "A 
woman's freedom is alway.s seen in 
comparison to that of her counterpart ~ the 
man. Whether she enjoys the same freedom, 
the same dignity and honour ...freedom 
includes freedom of movement, of 
asscKiations, of dre.ss and mannerisms, of 
economic and other pursuits, of speech and 
taith" (p 91). Carefully drawn up sample 
surveys are presented to support his views 
in regard to the parduh system, employment, 
polygamy and divorce. 

On the other hand. Farida Hussain's 
mcritonou.s dissertation 'Improvement of 
the Economic Conditions of Muslim Women 
in India', strongly contests the view that 
Muslim women do not "respond tn the 
affirmative" to employment opportunities. 
Quoting fr«>m the data collected in Gopal 
Singh's report on minorities (19X3) on 
Muslims' expertise in handicrafts from 
schemes implemented in the hundicrull sector 
in 31 districts spread over 12 siuics, she 
.shows how the pi Kir illiterate Muslim artisans 
.stood least to hcnefit. "Thus it i.s found that 
Muslims, despite their expertise in 
handicrafts, have hardly derived any benefits 
from co-operative or Itnancial institutions. 
The benefit received from bcncficiary- 
oriented .schemes was a pittance as compared 
to their overall rcquirctncnt.s" (p 154). She 
adds. "A decade alter the Gopal Singh report 
on minorities was prc.scnted, the plight ot 
Muslims in general and the women in this 
community in particular has mH changed for 
the better". Tltc argument that social attitudes 
to work due to a ctMiservativc cultural ethos 
arc m^jor causes for economic misery seems 
weak, as the response of women covered by 
village surveys to the question of whether 
women would be interested in receiving 
proper training in handteraRs was positive. 
"All women in this community responded 
in the affirmative. It therefore may be 
concluded that it is not their social attitude, 
but the lack of opf^unittes that is the 
reason of economic backwardness and 
poverty of persons belonging to these 
communities" <p 159). 

Malika Mistry's ’Fbrtiiity and Family 
Planning among Muslims in India*, a much 
debated issue, is an tmeresting piece on the 
demt^raphic issue. Ahdal RaWm Omran, 
chief advisor to Al-A/.har University, has 
also puhitsheda useful work entiiled family 


ho preamp me vfoWa oF taiitiiig filMlm 
theoiogians Brom the eevenfo to the 3Wi 
. centtny on fomily planning. Quoting liom 
eensusdataeoltected by Davis, Miatrypohits 
out that them is suftickmi "evidence to show 
that fenlNty level among Muslims has been 
declining tn recent times. Socio-economic 
variables such as education and economic 
status have shown significant effecu in 
reducing fertility rates. These observations 
suggest that the onset of feitility decline 
among Muslims has already begun, but the 
pace of the decline is rather slow" (p 172): 
A review ol Islamic literature revchls that 
Islam is not against family planning. Quoting 
from A H Khafia's 'Family Planning in 
Islam' she substantiates her argument of 
"the golden mean" adopted by Islam in this 
respect. "To increase population is nb 
religious service at all if material resources 
arc few. To produce children who cannot 
be trained in temporal and retigiou,s sciences 
IS an unforgivable crime in the name of 
religion, morality and common sen.se" (A H 
Khalifa: 165). 

‘Problems of Muslim Women' (Razia 
Patel) speaks in personal terms of her own 
H^xpcrience of being a woman. She addresses 
herself to acii vist.s. especially alter the 'Shah 
Bano Bill'. Reform and a fresh approach are 
necessary to make a clean distinction between 
Taith' and 'unju.stificd customary laws' 
which have undoubtedly supprcs.scd Muslim 
women. On the same note. Abida Samiuddin 
in her paper 'The Child Bride Ameena - A 
Critique', speaks of the tragic exploitation 
of this 11 -year-old child married to a 60- 
year-old sheikh from Saudi Arabia. Such 
practices arc obnoxious but when practi.sed 
in the name of religion are sacrilegious. 

Some of the papers published relating to 
personal law .suggest that the true Quranic 
law should be reinstated and implemented 
in its true word and spirit in order to mitigate 
the suffering of women. Ramala Buxamusa 
in her closing paragraph aptly quotes Tadir 
Mahmood. dean of the faculty of law, Delhi 
University, from his 'Personal Law in Crisis', 
calling upon authorities ot the Deoband 
Darul-ulloom and Nadwai-ul-Ulama of 
Lucknouftin which he states how extensively 
the principles of Islamic law are being 
misunderstood, misconstnied, misapplied 
and misused in this country (p 28), 
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___ SreCiAL AKnCUES 

Rethinkii^ Strategy for Global Debt Crisis 

Ashwini Deshpande 

The 1980s were a lost decade for most of the indebted developing countries, thanks to the debt crisis. Economic ^ 
crisis and its handling by the creditors contributed to social and political destabilisation in the third world. Yet the 
commercial banks and the creditor nations insist on shirking all responsibility for the consequences of the debt crisis. 
The IMF and the World Bank have essentially acted as the custodians of these two players in the debt game and thus, 
the debt strategy has served the banks well but has completely failed to free the LDC debtors from the predicament 
in which they are trapped. 

This essay is an attempt at a re-examination of some of these issues and argues that the present debt strategy is 
fundamentally flawed for several reasons and a radical restructuring is called for if alleviation of the debt crisis is 
indeed the aim. 


AS is well known, the Mexican decision to 
discontinue service on its external debt in 
1982 heralded the current international debt 
crisis. After that, country after couhtry 
followed suit and it was clear that this was 
a crisis much more widespread and deep 
rooted, calling for urgent attention. The key 
international economic organisations, 
especially the IMF, together with the creditor 
banks, got involved in evolving 'rescue 
packages', consisting of debt rescheduling 
in return for stabilisation and adjustment in 
the debtor countries. This 'case<by>case' 
approach ran parallel to various plans drawn 
up to help the severely indebt^ countries 
(SICs) as a group. These were the two 
elements that combined to make the official 
policy towards the debt ensis. In addition; 
the number of solutions offered by 
individuals and instilutions proliferated as 
rapidly as the number of countries that got 
into a crisis. Most ot these were however * 
variants of the same theme that shaped the 
official policy, and in this sense, did not 
constitute a departure from a process that 
was already under way. 

Until the recent Mexican debacle, a view 
was gaining ground that the debt crisis was 
on its way out, as the severely indebted 
countries were making slow but sure progress 
in their structural adjustment programme. 
Mexico wais, in fact, presented an example 
of how countries could not only get out of 
the debt trap, but move on to a path of 
growth, with faithful adherence to the IMF 
sponsored reforms. 

Yet. after more than a decade of the 
working of the strategy, Mexico found 
itself in deep trouble once more. The 
Mexican peso crashed so badly that it 
needed the biggest ever international rescue 
operation put together for any country to 
draw it out of the quicksands. With 
America's contribution of about $ 20 bn,' 
in addition to the IMF contfibuting about 
$ 18 bn and the BIS $ 10 bn, this package 
is aimed at alleviating short-term liquidity. 


problems, redeeming $ 47 bn of public and 
private sector debt. In return, Mexico has 
agreed ^o a strict programme of economic 
reform, pledging its oil revenues as 
collateral, with a fee of 12 per cent for the 
use of American money. 

What is noteworthy about this package 
is not its size, but the fact that it is painfully 
reminiscent of the 1982 package. Hence 
the question that arises is why Mexico is 
still crisis ridden. Also, is the Mexican 
debacle an isolated phenomenon reflecting 
country specific imbalances or is it really 
a comment on the debt strategy that has 
been at work? There has been a spate of 
academic and not so academic writing on 
this subject that argues that it is not so 
much a reflection of the problems inherent 
in the official approach, but an incomplete 
or insincere commitment to the structural 
reforms programme that is responsible for 
the predicament that Mexico and the 
indebted countries find them.selves in. 

[However, a careful examination of the 
contemporary debt crisis and its aftermath 
makes one to believe otherwise. Thus this 
essay is an attempt at a re-examination of 
some of the issues which I believe are as 
live today as they were in the early 1980s]. 
In order to appreciate these, we have tried 
to put together certain stylised facts related 
to the debt ensis. In this process, we have 
tangentially touched upon issues of structural 
adjustment and reform, but those are not the 
focal points of the esss|y. (We have tried to 
argue that the present debt strategy is 
fundamentally flawed for several reasons, 
and hence a radical restructuring is called 
for if alleviation of the debt crisis is indeed 
the aim.) 

1 

International Debt Crisb: A Profile 

The total external debt of all developing 
countries (LDCs) grew from S 135 billion 
in 1974 [Wqrld Bank 1982*83] to $ 751 


billion in 1981 and is estimated to be at 
$ 1945 billion in 1994 [World Bank 1991-92 
and Economist 1995].^ It needs to be noted 
that the LDCs as a group are now more 
indebted than they were at any time during 
the 1980s. In 1993, their external debts as 
a proportion of their combined GDPreached 

39.7 per cent, the highest ever so far. A look 
at the major borrowers reveals that Brazil 
and Mexico continue to occupy the top two 
positions, with India, Indonesia and China 
having moved up the ladder in terms of 
total external debt outstanding. A ranking 
by debt service ratios reveals that Latin 
American economies continue to be the 
problem debtors even today. While some 
countries outside Latin America like 
Algeria and Hungary have crippling debt 
service ratios (of 76.9 per cent and 40.8 
per cent respectively), as a group they still 
remain the ones with the most severe debt 
problems. Peru is perhaps the worst with 

63.7 per cent: Mexico and Argentina 
continue to be above the danger mark, with 
Chile, Brazil and Venezuela running it 
close. Elsewhere the other couittries that 
are now above the danger mark, but w.ere 
not so in the 1980s, are India (28.4 per 
cent), Indonesia (32.6 per cent), Turkey 
(28.3 per cent). Nigeria (29.4 per cent) and 
the Philippines (24.9 per cent) [World Bank 
1991-92 and Economist 1995]. 

What this picture reveals is that after 
more than a decade, the problem is just as 
grave, if not more so, in the aggregate, and 
the individual countries have only 
worsened their position. The failure of the 
official strategy in reducing indebtedness 
is self-evident. Yet its apologists claim 
successes on various fronts, and the 
detractors are labelled as perpeuial 
Cassandras. An assessment of the two 
posihons can only be based on an 
understanding of the logic behind the 
strategy and of its Haws, and for tllat one 
needs to look at certain characteristics of 
the 1980s debt crisis. 
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The VuinerabitUy the International 

Financial System 

In a nuishell. thi$ one facti>r could be 
characterised as the motivation behind the 
official strategy. The bulk of the lending in 
the 1980s was commercial bank lending, 
done through the Euromarket. This resulted 
in a change in the nature of capital flows 
to the third world. By 1973, multinational 
banks had replaced multilateral development 
agencies as the more important source of 
third world credit. By 1980, commercial 
banks were providing nearly iwo-thirds of 
the foreign financing needs of the world's 
poorest nations, up from 15 per cent in 1970 
(Lombardi 1985]. This pattern is most distinct 
in the case of Latin America, the favourite 
of international lenders. Overall bank finance 
accounted for just 7 per cent of the annual 
capital inflows to Latin America in the 196()s; 
most of these inflows (about 70 per cent) 
came from official credits and direct foreign 
investments. By the end of the 1970s. the 
situation had been completely reversed, with 
banks accounting for some 70 per cent ot 
net capital flows [Hakim 1985]. That this 
lending was excessive can be .seen by the 
fact that in 1984. all of the nine largest US 
banks had placed 127 percent of their capital 
in loans to Mexico, Brazil, Argentina and 
Venezuela alone [Lever and Huhne 1985]. 

A peculiar characteri.stic of this lending 
process was that of concentration ai both 
the lending and the borrowing ends. A 
small number of countries did the bulk of 
borrowing from banks - Brazil, Argentina 
and Mexico accounted for half the debt ol 
developing countries in 1984. At the same 
time, the nine largest US banks accounted 
for 60per cent of the total $ l(K) bn in US 
bank claims on non*OPEC developing 
countries, while the 24 largest banks held 
80 per cent of such claims. The loan 
exposure of the nine largest US bank^ to 
the 12 largest developing country borrowers 
equalled 210 per cent of their capital 
[Lissakers 1984]. 

That the banks were precariously placed 
as a result of their own decisions is 
indicated by the following c.stiinatc: a 
unilateral and outstanding default by 
Mexico, Brazil, Argentina and Venezuela 
could wipe out the capital of seven ot the 
nine largest banks in the US and two of 
the four largest in UK, with consequential 
damage to the entire bunking system 
[Lever and Huhne 1985]. 

The prospect of this was so frightening 
that the entire efforts of the international 
community were geared to saving the banks 
from collapsing. In fact, this is perhaps ihc 
only success that can be attributed to the 
strategy. But then it implies that when the 
IMF talks about 'rescue' packages, its aim 
is to i$acue the banks, not the debtors. Wc 
should also note that this effort to rescue 
the babies did not stem merely from practical 


considerations, The msdnstreatti dtinking^ 
dominated by the IMF and the World Bank 
perspective, is convinced that the surge in 
interoationar lending in the 1970$ can be 
attributed to faulty macro-poticies of the 
developing countries. This implies that they 
ought to go in for major adjustment to ensure 
maximum, if not entire repayment. It has 
been argued subsequently in this essay that 
if blame is to be apportioned, then the money 
centre banks and the creditor country 
governments cannot e.scape their share of 
the responsibility for the lending boom. 
Even if we decide to ignore this factor for 
argument's sake, and proceed with the 
assumption that the debt crisis is entirely 
due lo imprudent borrowing by the debtor 
countries, we still need to assess the impact 
of the debt crisis on the debtor economies 
before insi.sting on maximum repayment. In 
other words, even if we decide to ienore the 
(supposedly normative) question of whether 
the debtors ouftht to adjust merely to repay, 
the more pressing practical quei^tion is 
whether they can repay in full. This leads 
us to the second, equally important aspect 
of the debt crisis, viz, the strain imposed on 
the debtor economics as a result of the debt 
overhang. 

Strain on Deb1t)rs 

To appreciate this aspect, more indicative 
than the absolute figures on the rise in 
external debt are those that relate this total 
to the various parameters that indicate the 
capacity to repay.' Here, wc need to note 
that whether the debt is public or private, 
it IS held in ‘hard* currencies, which the 
debtor countries can repay only by generating 
sufficient foreign exchange. A look at 
Tabic I reveals that although for all 
developing countries the debt to export 
ratio has shown a decline from 136 per cent 
in 1984 to 126.4 per cent in 1991, the 


e%ptfitnoe bus not been ubifeiiti 
, Saharan Africa, where the effect of the ddk 
crisixhas been particularly ddrilitating, has 
.seen a rise in the ratio from 209.6 to 3S2.I 
over the period. Going by predominant 
expoit, countries that areexporters of primary 
pr^ucts, especially those that are exporters 
of agricultural products, show a rise in the 
debt export ratio. Also, countries with recent 
debt servicing difficulties and the least 
developed countries also show a rise in the 
debt export ratio. The debt service ratio 
shows a rise up to 1987 and then a decline 
thereafter. The last part of the table shows 
that debt service payments for all 
developing countries and for the net debtor 
countries in particular have shown a rise 
over the period. 

Capacity to repay is an important issue for 
the LDC.s^ and work which deals with the 
link between the debt overhang and the 
disincentive to invest does attempt to indicate 
that the capacity to repay may be severely 
crippled as a result of the debt overhang 
because of the suboptimality of investment. 
However, even assuming chat total 
investment is optimal, there may still be 
con.straints on the capacity to repay due to 
the presence of factors in the international 
economy which may be beyond the control 
of the debtors. A detailed consideration of 
these IS outside the scope of this paper; 
however, a bricl mention of these factors 
may not he out of place. 

An 1 able 2 shows, most of the severely 
and moderately indebted debtors' are either 
exporters of non-fuel primary products or 
arc diversified exporters. Table 3 shows 
the trends in the export unit values and the 
terms of trade for this set of countries. The 
annual percentage change in the export 
unit values from 1984 onwards has been 
significantly lower than the average in the 
previous decade, with one unusual year in 
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(m per cent) 

i984 1985 1986 1987 1988 1989 1990 mi 

Raiio of e.Meniot debt to exports of floods and services 
All developing countries 
Suh-Saharun At'ric;i 
By predoounont export 


Fuel 

Nonduet exports 
Manulaciures 
Pninary product.s , 
Agricultural products 
rountrics with recent debt 
servicing difficulties 
Least developed countries 
1.5 heavily indebted coun(rie.s 
Total debt service ratio 
(all developing countries) 
Debt .service puyinenis 
(tn hilltons of US $) 

All developiiig countrte.s 
Of which. 

Net debtor countries 


136.0 

153.6 

178.3 

164.9 

209.6 

247.1 

283.5 

.313.7 

106.6 

124.9 

192.0 

187.7 

15.5.4 

170.7 

172.9 

156.3 

111.0 

120.0 

II9.9 

104.0 

.3188 

351.1 

3,56.9 

376.9 

.324.2 

358.4 

3.57.9 

396.8 

2.54.1 

278.6 

.348.5, 

339.8 

334.1 

406.3 

459.2 

452.7 

269.5 

283.8 

343.2 

.334.0 

19,3 

21.0 

22.8 

20.2 

124.2 

128.9 

1.32.7 

141.2 


146.1 

1.32.8 

125.6 

126.5 

3I7..3 

310.0 

3.31.0 

.352.1 

I89.B 

160.4 

146.2 

164.9 

132.2 

12.3.1 

118.0 

114.1 

8,3.9 

77.0 

76.2 

73.7 

348.4 

335.8 

326.9 

352.9 

.374.0 

.383.1 

350.3 

387.9 

.312.4 

285.3 

278.1 

295.5 

449.5 

431.8 

460.9 

495.6 

28H.6 

256.9 

240.2 

261.8 

18.7 

16.1 

14.2 

14.5 


1.50.9 

u 

146.2 

144.4 

156.6 

142.7 

137.7 

136.7 

147.2 


11.5.8 121.7 12.3.5 132,1 

Source: Intcrriational Monetary Fund. 1992. 
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The ptpuim for annual change in 
the TOT Is similar txcepi that the 1980$ 
do not show a nigrked change from the 
1974-83 average, which itself is quite low. 
The last row of the Table shows the annual 
change in non-fuel commodity prices, 
which only confirms the earlier trends. 
Sarkar (1990) argues that the TOT of LDCs 
declined in the process of expansion of 
exports for debt repayment. The sharpest 
declines occurred for two large debtor 
economies: Brazil and Indonesia. The debtor 
countries were thus faced with a paradox - 
the more they paid, the more they owed. 

The example of east Asian countries, 
particularly South Korea, is often cited in 
this context, as a model to be emulated for 
the promotion of exports. However, the point 
that is often missed is that quite apart from 
the smallness of its economy the South 
Korean experience is in many senses a 
departure from the traditional IMF dictates, 
if one notes the active role of the state in 
initiating land reforms, promoting 
industrialisation and .so on. Much could be 
written on why the comparison between the 
Asian Tigers and the rest of the LDCs is 
facile, but it would suffice to mention here 
that success of the former shows chat for 
export performance to improve, the capacity 
to continue to be export competitive must 
rise. For countries that arc primary 
commodity exporters, the possibilities on 
this front are limited, particularly given the 
development of synthetic substitutes for 
many of the traditional LDC exports. For 
the diversified exporters, .sustaining export 
competitivenes would require technological 
innovation and adoption of technologies 
suited to the resource availability of the 
debtor cconomic.s. Here contentious is.sues 
li ke monopoly over technology, i ntel lectual 
property rights would have to be dealt 
with, which as the GATT negotiations have 
shown, are fraught with contradictions that 
cannot be easi ly re.sol ved. The development 
of indigenous technology may not be 
possible in many of the LDC debtors, except 
perhaps in the long run: the cost of imponing 
technology could be substantial. Also, 
advanced techrwiogy ill-suited to domestic 
resource availability, used indiscriminately, 
could cause unemployment of resources, 
which would be a fetter on further 
modernisation. 

The point that emerges from the above 
discussion is that for most of the LDC 
debtors, rapid increase in the capacity to 
repay seems unlikely if the present trends 
continue. An obvious manifestation of that 
IS the rapid growth of arrears, accounted 
tor very largely by severely indebted 
countries as Table 4 shows. According to 
the World Bank, “there is little evidence to 
suggest that the running of arrears extracts 
concessions from creditors and much to 
suggest that it often indicates distress...“ 
[World Bank 1991-921. 


BeVEItSa1\tANSFfiRS 

As a result of the mounting debt servicing 
burden combined with a cutback in fresh 
lending, the LDCs have been facing a 
perverse phenomenon since 1982. Debt- 
related transfers, normally from the noith to 
the south, were reversed and between 1984 
and 1988, the developing countries as a 
group translerrcd to the north on this account 
a net amount of $ 163 bn. By 1988, the only 
countnes in ihc south that remained net 
recipients of debt related resources were the 
countries in South Asia. Even here, the 
positive transfer to South Asia in 1988 was 
less than 30 percent of that in 1982 [South 
Commission 1990). Table 5 reveals that 
whereas the aggregate net long term transfers 
turn positive around 1989. this turnaround 
IS mainly due lo the FDl now.s. and the 
tran.sfers on private loans remain negative 
till us recently as 1992. i c. for an entire 
decade. (Aggregate net transfers are a 
measure of the cash flow supplied to a 


epuntry by external cmcBtm and equal 
aggregate net lesouiec Bows te$$ the cost 
of servicing external liabtltties, that is 
interest on debt and reinvested and remitted 
profits.) 

The aggregate figures given in Table 5 
hide a lot of regional disparity. Acconfing 
to World Bank estimates, the regional pattern 
of net transfers became more differentiated 
from 1991. Net transfers to Latin America 
became more negative, changing to -$ 8.6 
billion in 1991, compaied to -$ 6,3 billion 
in 1990, reflecting higher interest payments 
because of clearance of arrears [World Bank 
1991-92]. For the severely indebted middle 
income countries (all of these being among 
the major debtors), the net transfers have 
been negative through the 1980s. As most 
of these countries have been undergoing 
rescheduling at least once a year, the 
fluctuations in the actual volume of net 
transfers would arise due to the exact 
rescheduling arrangement worked out each 
year. 


Table 2. Classircatkin of E('Onomie.s by Analytical Groui* 

Group Low Income _ _ Middle Income 

SICs MICs SICs MICs 


Bulgaria Hungory 

Poland 


Exporters of manufactures 


Exporters of non-fuel 

Burundi 

primary products 

Equatorial 

Guinea 


Ethiopia 

Ghana 


Guinea 

Guineu-Bi.ssau 

Guyana 

Honduras 

Liberia 

Madagascar 

Malawi 

Mauritania 


Myanmar 

Niger 

Sao Tome 
and Principe 
.Somalia 

Sudan 

Tanzania 

Uganda 

Zaire 

Zambia 

Exporters of fuels 

Nigeria 

Diversified exporters 

Kenya 

Mozambique 

Sierra 


Leone 


Expuners of services Egypt 


Rwanda 

Argentina 

Chile 

Togo 

Cole dT voire 

Costa Rica 

Nicaragua 

Guatemala 



Algeria 

Congo. Rep 
Venezuela 

Angola 

Gabon 

Bangladesh 

Bolivia 

Cameroon 

(Zeniral 

Brazil 

Colombia 

African Rep 

Ecuador 

£1 Salvador 

Comoros 

Mexico 

Philippines 

India 

Morocco 

Senegal 

Indonesia 

Peru 

Turkey 

Moll 

Pakistan 

Sri Lanka 

Synan 

Arab Rep 

Uruguay 


Benin 


Dominican 
RepuMk 
ioiiMlica 
lonkn 
Yemen. Rep 


Soun v: Worid Bank (1991*92). 
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Ilie above discussion incHctrtes diia 
dte efforts to save the banks from collapsing 
have inspired the official strategy, it ignores 
the enormous cost that the debt crisis has 
imposed on the third world countries. Here, 
it can be argued, as indeed it has been, that 
this is not as unfair as it seems at first sight, 
as the borrowers are only paying the price 
for their past follies. One has to therefore 
turn one's attention to the origins of the 
debt crisis in order to assess the validity 
of this claim. The discussion that follows 
is cryptic, as the details have been examined 
in a number of earlier works [see, for 
example, Sjaasud 1983; Delamaidc 1984; 
Cline 1985', Lever and Huhne 1985; 
Lombardi 1985; Kettell and Magnus 1986: 
Magdoff 1986; Holley 1987; Fischer 1987: 
Kreuger 1987a; Congdon 1988; George 
1989; Avery 1990, to mention a few works]. 

n 

Origins of the Crisis 

On the demand side, the causes of the 
current debt crisis can be identified as, first, 
a decision by the debtors to afford more 
imports and to maintain a higher rate of 
growth than would otherwise have been 
possible, 1 e, to go in for 'debt led growth'. 
There are variants of this theme that 
emphasise on the erroneous policies of the 
debtor nations which compelled them to 
borrow large amounts. Borrowing for arms 
imports isapartofthis story. Kreuger () 987a) 
attempts a quantitative assessment of the 
extent to which individual countries had 
borrowed in an unsustainable manner in the 
1970s and concludes that no generalisation 
can be made which'would be valid for the 
group of LDCs as a whole. 

While all these propositions can be 
debated, the second part of the explanation 
is a factual description of external shpeks 
that hit the LDCs in the 1970s and the 
1980s. The 1973 oil price hike increased 
the deficit on current account of non-oil 
exporting LDCs from $ 11 billion in 1973 
to $37 billion in 1974. In 1975, these 
countries were hit by the slow down in 
industrial country demand, which cut 19 per 
cent off commodity prices, slowed their 
growth and helped increase their current 
account deficit to S 46 billion. In 1979, they 
were once again hit by the rise in oil prices 
andoll as apcrcentageof spendingon imports 
went from 5.9 per cent in 1973 to 21 per 
cent in 1981 [Lever and Huhne 1985]. 

Macro-Economic Aojustmb^ in 
CaeorroR Counhues 

While this explains the rise in borrowing, 
unfavourable developments in the inter¬ 
national ecoi^my in the early 1980s are 
believed to have sparked off the crisis. With 
the second c^i price increase, the OECD 
cotmtries ad^ed anti-inflationary macro¬ 


economic policies. The result was sevem 
worldwide recession, sharply falling 
commodity prices and the highest real rates 
of interest in the post-war era. The 
unprecedented rise in the rates of interest 
meant not only a hike in the cost of servicing 
the debt a further depression in 
commodity prices by raising the cost of 
stock holding. Frank (1984) argues that it 
was the 1979-82 recession in the advanced 
industrial countries that was responsible for 
igniting the debt bomb. 

To the extent that the macro-linkages 
between the industrial nations and the debtor 
economies are strong, this has a bearing on 
whether the industrial countries can escape 
responsibility for the debt build up 
precipitating into a crisis. Also, it needs to 
be noted that a large part of the cost of 
structural change in the industrial countries 
was borne by the countries of the south, as 
the 1983-84 recovery in the north was not 
accompanied by a recovery in the south. 

This leads to another point. Bulk of the 
borrowing was done when the interest rates 
were low and the expectations were that they 
would to remain so in the medium term. Due 
to adjustment compulsions of the advanced 
industrial nations, the interest rates rose 
sharply, thus throwing the debtors' 
calculations haywire. While the debt 
contracts did not explicitly guarantee a fixed 
interest rate, the debtors borrowed on the 
basis of an expected interest rate, based on 
the current tr^s. The unexpected rise in 
the interest rates, which was essentially a by¬ 
product of the adjustment measures in the 
north, was thus not foreseen by the borrowers. 
We could, therefore, argue that the creditor 
country governments have violated an 
implicit contract, and thus cannot in all 
fairness distance themselves from the crisis 
that erupted in 1982. 

Another set of explanations help us 
understand the debt build up from the 


stipply tide. I e« lecydini die surphisei 
of the oil expofdiigeoiiiitriei: OFCC earned 
foreign currency on its exports of oil faster 
than it could spend it, so it aaved the ca^, 
pladiig it in Iwge part on deposits with 
western oomaMcial banks. Vit banks in 
turn lent it to the oil importing LDCs to 
finance imports of ht^er priced oil. 
Borrowing was considered easy as 
international interest rates were very low till 
1978 and the real rates of interest were even 
negative for some of the years. 

However, this standard explanation misses 
one point. Since most of the industrial 
countries are also oil importers, then how 
is it that it is only the LDCs that found 
themselves in the throes of a debt crisis? 
Delamaide <1984) offers an interesting 
expianation. He argues that recycling also 
took place at a more basic level that is often 
overlooked. One consequence of the OPEC 
surpluses was the purchase by the newly.rich 
Arab countries of goods and services from 
the industrialised countries. Also, because 
of the diversity of their economies, most 
industrial countries were able to cut imports 
and conserve enough energy in a couple of 
years to eliminate the payments deficits 
following the sudden increase in oil prices. 
Yet another possibility, not often discussed 
in the literature, is that industrialised nations 
can neutralise their debt by their own 
currency. Thus these nations may be debtors 
(like the US today) but their debt (crisis) 
is not analogous to the LDC debt crisis. 
Another way of adjusting for industrial 
countries was to increase their exports to 
the LDCs. This was made feasible because 
of the credit supplied by the commercial 
banks.* 

This brings us to a larger point. While a 
number of shortcomings in the domestic 
macro-policies of the LDC debtor^ were 
responsible for the surge in foreign 
borrowing, the net transfer of resources to 


Table 3: Sblbctbd TRaoe Indicators of Devblofing Countries 
(Annual change, in per cent, in US S terms) 


Export Unit Values 

Average 

1974.83 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

All Developing countries 

15.4 

IS 

-5.2 

-13.5 

10.0 

3.0 

5.2 

7.8 

-2.3 


(5.9) 

(10) 

(-2.2) ( 

-14.2) 

(1.7) 

(-3.9) 

(1.7) 

(2.1) 

(-3.6) 

By predominant export 










Fuel 

22.9 

-0,2 

-6.4 

-34.4 

15.1 

-10.1 

11.1 

22.3 

-9.9 


(14.3) 

(0.7) 

(-4.3) (-40.3) 

(8.2) 

(-17.0) 

(9.2) 

(14.4) ( 

-12.9) 

Non-fuel exports 

7.4 

2.9 

-4.4 

0.1 

8.0 

8.0 

3.3 

2.7 

0.7 


(-10) 

(3.2) 

(-0.9) 

(2.7) 

(-0.7) 

(1.1) (-0.5) 

(-2.5) 

(-0.2) 

Manufactures 

6.2 

2.4 

-2.6 

0.7 

8.4 

8.4 

4.3 

2.5 

1.4 


(-3.2) 

(1.3) 

(0.1) 

(5.0) 

(-0.3) 

(0.5) 

(0.4) 

(-11) 

(0.5) 

Primary producu 

7.4 

SS 

-6.3 

1.3 

1.6 

11.9 

-0.9 

-0.7 

-4.9 


(1.5) 

(6.3) 

(-4.7) 

(-2.4) 

(-7.4) 

(-4.7) (-4.1) 

(-6.2) 

(-4.4) 

Diversified export base 

9.1 

1.4 

-10.3 

-3.5 

14.8 

1.9 

0.5 

5.3 

1.7 

- 

(-1.5) 

(Si) 

(-17) 

(-2.0) 

(4.7) 

(0.5) (-1.4) 

(-0.6) 

(-0.1) 

Non-fuel commodity 










prices 

4.5 

3.3 

-13.1 

-0.9 

3.4 

17.3 

-2.3 

-7.2 

-3.3 


Note: Plgtiies in (.) indicaie the annual change, in per cent, in Terais of Trade. 
Source:, Imematkmfil Monetary Amd, 1992. 
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the south at that tinne was' very favourable 
to the world economy. By contributing to 
the mainienance of respectable levels of 
growth and investment in the developing 
countries through the I970s« it helped to 
prevent a worsening of the recession in the 
north, and ensured the steady expansion of 
world trade. 

Thus the needs of recycling petrodollars 
matched the borrowing needs stemming 
from the erroneous policies of the LDCs 
which benefited all the players at the time. 
This complementarity is captured by the 
"loan pushing" doctrine [See. for instance, 
Darity 1985J. The central argument in this 
explanation is that commercial banks of the 
advanced industrial countries. Hush with 
funds and unable to find domestic outlets 
that were profitable enough, practically 
pushed loans on to LDC borrowers It is 
argued that concerns of credit-worthiness, 
of the possibility ot default were not 
adequately taken into account in deciding 
on loan amounts and bankers went from 
country to country, literally like door to door 
salesmen, persuading countries to borrow 
amounts much greater than what they were 
planning to. A lot ot research has gone into 
the measurement of country risk and 
evaluation of credit-worthiness, and to 
claim that professional expertise was not 
available would not be true 

In this context, in the recent years, there 
has been some work reviewing the role ol 
the commercial banks in the debt crisis, 
given their ma|or involvement in the 
recycling of the OPEC surpluses. A view 
that stands in contrast to the loan pushing 
docinnc is that commercial banks took credit- 
worthiness into account while making 
lending decisions and thus cannot be faulted 
for irresponsibility (Oczler l9K8a and 
19H8b| However, the question that 
immediately arises is how then were such 
unsustainable amounts icni'^ Having 
examined the loan pushing phenomenon 
somewhat in detail [Deshpande 1993], I 
would like to argue that this docinne explains 
the lending boom of the 70.s better than most 
other explanations, and therefore, merits 
some elaboration here. 

Loan Pushing by CoMMERr iAL Banks 

Kindlebcrger (1978) provides one of the 
earliest references to loan pushing by 
observing that in the early stage of the debt 
build up« '"multinational banks swollen with 
dollars...tumbled over one another in trying 
to uncover new foreign borrowers and 
practically forced money on the less 
developed countnes”. Darity (1985) traces 
the idea, that banks force loans on borrowers, 
(o the literature exploring financial flows in 
the 1920s from lenders in the United States 
to borrowers in Germany and Latin America 

‘Dirity identifies six major features related 
10 the loan pushing phenomenon which. 


according to him, m common to the l92Qs 
as well as the 1970s- Those are (I) the 
promottonal-cum-persuasion aspof^t- where 
the initiative to borrow comes from the 
lenders. Thus borrowers receive more credit 
than they themselves regard as feasible or 
necessary at the outset, (2) This implies the 
existence of .surplus of funds that unable to 
seep into normal outlets, made their way into 
the less developed regions. Darity explains 
that from the early 1970s, (he supply of 
funds to the Eurodollar market was abundant 
and the demand for funds from traditional 
borrowers in the developed countries did not 
keep pace with the expansion of credit 
availability. This was true even with very 
low interest rates. (3) The foreign lending 
involved ncnotistic connections and 
corruption in ine arrangement of the loans 
(4) The loans performed a market-making 
functihn lor numerous US producers since 
they created financial capacity in the less 
developed countries lo purchase the output 
ot the US enterprises. (5) When concrete 
evidence ol softness in the ability ol the 
borrowers to meet their obligations became 
visible, the lenders initially tried to resolve 
the situation by continuing to lend. 
(6) Eventually, lenders withdrew from 
providing funds, i e, 'revulsion' look place. 

The contemporary debt build up offers 
plenty of instances ol loan pushing, the most 
well known ol which is the story told by 
Gwynne, a young ex-officcr in a mid-sized 
US bank, in charge of making a loan to the 
Construction and Development Corporation 
of Philippines (CPDP) Although he was 


aware of the fact that he would be making 
the loan on a ohaky ground, he decided to 
Ignore danger signals and go ahead with the 
loan, mainly because of*intemal pressure. 
One of the bank's best domestic diems was 
an earth-moving equipment corporation 
which was sure that the loan would be used 
by the CPDP to buy its equipment. And so 
Gwynne made the unsound loan which, as 
he knew from the outset, was not repaid. He 
explained his action thus:*' As a loan officer, 
you are principally in the business of making 
loans. It IS not your job to worry about large 
and unwieldy abstractions, such as what you 
are doing is threatening the stability of the 
world economy. I n that sense* a young banker 
IS like a soldier on the from lines: he is 
obedient, aggressive and amoral" (Gwynne 
1983). 

Since the borrowers voluntarily signed 
these contracts, how exactly were loans 
pushed? What were the distinguishing 
features of the Euromarket that enabled loan 
pushing to go through? There are many such 
questions that are relevant, but a detailed 
elaboration would involve a major 
digression.^ 

Even if wc overlook the details for the 
time being, it still remains strange that such 
large banks, operating globally, simply 
overlooked the possibility of default. The 
truth IS perhaps that the banks were not 
unaware of this danger hut actually believed 
that a complete and unilateral default will 
not take place. The basis for this false 
optimism lay in the sovereign risk hypothesis. 
The chief exponent of this was Walter 


Tabi.I: 4 St(k k Oh Arrkars. 1986. 1988 and 1990 

(US $ hi 11 ion i ' 



1986 


1988 


1990 



Interest 

Total 

Intcre.st 

Total 

Interest 

Total ^ 

Total 

Utricial 

7 6 

21.8 

152 

.35 8 

20 3 

s 

Private 

ISO 

182 

10.4 

32 7 

28.5 

63.2 

SILICs 

Official 

40 

129 

6.4 

180 

79 

19.6 

112? 

Private 

0 8 

3 9 

1 6 

79 

28 

SIMICs 

Official 

3 3 

76 

8 1 

15 I 

109 

23.8^ 

Private 

3 4 

11 3 

7,5 

18 5 

23 6 

/ 


Nofrs .SILIC<« Severely indebted low income countries 

SIMICs Severely indebted middle incumc countries 
Soune World Bank. 1991-92 


TaBI.F S A(KiHL(jAlh NlI LONO-TfcRM TraNSI1:R.S TO DHVH.()fMNCi OuiNTRIES. 1986-93 j 

(US $ hillifm 


Types of Finance 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

1991 

Aggregate net long 

(trill transfers 

-5.1 

-2 9 

-5 4 

2.3 

25 5 

44.5 

79.6 

91.6 

Of whu h. 

Private toons (net) 
and iKinds 

-33.5 

-33.2 

™36 9 

-31 5 

25 5 

23.3 

7.1 

7.3 

FDI 

1.2 

2 1 

7 8 

77 

88 

I9K 

27.4 

327 


Source, World Bank. WoriJ Debt luhles. 199^-94 
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chairman of Citicorp in 1967, 
Anierica*s leading banking group, but this 
was embraced by the other banking magnates 
as well. The sovereign risk hypothesis said: 
“Any country, however badly off, will ‘own’ 
more than it ‘owes*. Countries simply could 
not go bankrupt: even if they occasionally 
had some short term cash tlow difficulties, 
the cure would be sound programmes and 
the time to let them work.” The events since 
1982 provide in themselves the biggest 
refutation of this fallacious beliet. 

What the above discussion about loan 
pushing reveals is that if the debtors bend iied 
from the lending boom, so did the lenders. 
And if the surge in lending was simply in 
response to the market signals, how can it 
be rational for one of ihc parties and 
imprudent for another? And so, if the debtors 
ne^ to pay the price for their past follies, 
sodo the lender banks. This is not an argument 
calling for the collapse of the international 
financial system; Sachs (1986; provides 
evidence to put to rest the myth that hanks 
cannot survive major write-offs. 

Ill 

Case for Repudiation 
and Write-Offs 

It would be instructive now to review the 
official debt strategy in the light of the 
stylised facts present^ above. As was stated 
right at the beginning of this essay, the 
official policy on debt rescheduling i.s two¬ 
pronged, At one level, any country that 
declares that it cannot meet its debt repay¬ 
ment commitments normally undergoes a 
rescheduling agreement involving its 
creditor banks and the IMF. in return for 
a change in the terms and time .schedule of 
rejiayment and some Iresh lending, the 
d^or country has to agree to a standard 
austerity programme, which aims at putting 
its financial house in order, to generate 
surpluses so that the debt is fully serviced. 
The belief implicit in the.se arrangements is 
that the debtor is simply ‘illiquid’ ratherthan 
‘insolvent’, ar\() therefore requires some 
temporary financing till macro-economic 
adjustments enable the country to generate 
repayment capacity on its own. 

At another level, for the SICs as a group 
various plans such as the Multi Year 
Rescheduling Arrangements (MYRAs), the 
Baker and the Brady Plans and so forth 
have been formulated (for details, sec 
Brainard 1987; Meltzer 1987; Brady 1989; 
Fried and Trezise 1989]. The focus in these 
programmes remains essentially the same as 
the case-by-case approach. Insofar as these 
two levels of official policy are comple- 
inemary, u critique that is valid lor the entire 
poitcy can be developed. 

. One of the debates surrounding these 
programmes centres around the notions of 
flliqitidity versus insolvency. Thi.s distinction 


is cnicial^ because if the criais is indeed one 
of illiquidity ;purerestnicturihgis sufficient. 
However, there is an insolvency crisis 
whenever the debt service burden exceeds 
the ability of the debtor economy to pay, 
giving due consideration to .social equity. 
Thus if prescriptions for tlliquidity arc applii^ 
to countries that are actually insolvent, 
prospects for success would naturally be 
limited. 

The validity of this distinction has been 
questioned (Basu 1991] and while the 
debate can goon, this is not oneof the most 
important problems with theofficial policy. 
The discussion in the earlier sections points 
to more .substantial flaws. First of all, it 
completely ignores the hi.story of the debt 
build up and places the bl^rhc .squarely on 
the debtors, which according to the evidence 
available on loan pushing would bc^ partial 
view. This, as .stated earlier, has implications 
on who ought to bear the burden of 
adjustment. 

Secondly^ the strategy also fails on the 
criterion of fairness. This again follows the 
arguments placed earlier. If the debt bomb 
was ignited as a con.sequcncc of the North’s 
anti-inllationary adju.siment measures, then 
not only did the creditor countries offecti vel y 
violate an implicit contract, but the debtors 
were paying the cost of the adjustment elforrs 
of the rich industrialised countries. 

The.secwostrandsofthccritiqueofofficiai 
pi)licy on the debt crisis have often been 
dismissed as ‘normative’ issuc.s. While it is 
clear that such di.smis.sal does not stand up 
to historical evidence - which, incidentally, 
the international community represented by 
the IMF lakes recourse to in order to jusiity 
its policies - a powerful argument against 
the strategy can be made even if these 
ostensibly normative issues arc kept aside 
forthe time being. Due to thecrippling effect 
of the debt overhung, the debtors are simply 
unable u> repay in full. The more is the 
insistence on maximum repayment, the worse 
is the debt overhang effect, with its 
deleterious impact on inve.simcnt and growth 
This points to the self-defeating nature of 
the strategy, which is a problem quite 
independent of the so-called normative 
issues. 

All these arguments can now he combined 
to suggest that substantial write-offs (or 
repudiation on the part of the severely 
distressed nations) arc unavoidable if the 
debtors are to get out ot their present misery. 
Lest the suggestion for repudiation be 
dismissed on grounds of illegality, tl should 
be noted that in the context of the 
contemporary debt crisis, default is justirted 
by imernationai law (Kanagints 1991]. 
Sjaastad (1983) argues that a strategy which 
is a combination of the debtors being asked 
to make adjustments, in addition to the hank.s 
being required to absorb the losses from 
thetr earlier lending decisions./would meet 


the sitnpfc^ lest of ’tainiess aM avoidinee 
of grossly improper precedent’*. While this 
would indeed be, the ideal solution, one has 
to place it in the context of international 
politics and power relations. The creditors 
being the richest and the most powerful 
countries of the world, enforcing this would 
either require strong collective action on the 
part of the debtors, the prospect.^ for which 
arc not very bright. Or it would require a 
truly neutral and powerful international 
agency that would have to insist on this 
tripartite agreement. The Fund-Bank for 
obvious rea.sons do not constitute such an 
agency. Their view of the debt crisis or of 
international problems in general is clearly 
not unbiased. 

Notice that so far the case for write-offs 
has been argued without any comment on 
the nature ot structural adjustment and 
reforms that the IMF advocates. This is so 
because it is important to recognise that one 
can appreciate the flaws in the debt strategy 
quite independently of one’s views on the 
reform package. However, the question that 
comes to mind now is that if the reforms 
are u step in the right direction and are 
growth inducing, then the debtors could 
actually generate the capacity to repay, in 
which ca.se Ihc debt overhang effect could 
be ncuiralfsed. This brings us to the final 
pan of the es.say, which contains a brief 
di.scussion of the reforms in the third world 
countries. 

Are Reforms a Way Oirr? 

It would be foolish to deny the need for 
reforms in almost all the debtor countries, 
not merely for debt repayment but in fact 
towards a solution of pressing economic 
and social problems. Specifically in the 
context of the debt crisis, a great deal of 
the bi>rrowing has simply supported the 
extravagance of the ruling elite in these 
countries. The.'needs’ of this section enabled 
loan pushing to go through without a hitch. 
To remove backwardness and inequality, 
the whole gamut of policies that .serve the 
top 10 per cent or the top 20 per cent need 
to be changed, in order to make way for njore 
equitable and far-reaching development. 

But the question is to what extent is the 
IMF programme an agenda for moderni¬ 
sation that will involve the poorest sections 
in economic development and growth? This 
is of course an area that is very vast and 
ridden with controversy, and one cannot 
hope to do justice to it in a few paragraphs. 
However, a few remarks are unavoidable in 
the context of the debt crisis. 

There is a large body of work that focuses 
on the country .specific adjustment 
programmes and two perspectives clearly 
emerge out of this work. One that argues that 
the IMF stabtlisation policies are essentially 
a step in the right direction in terms of 
reforming the debtor economies, in that they 
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Bf^iriiiiedatiibef^ loid privatisation* 
giving a boost to mafkot forc^ 

erf the government and the public sector 
(i t, reducing distortions) and integrating the 
debtor economies with the global economies 
[Gylfason 1983; for an exhaustive study, see 
World Bank 1988]. That this adjustment can 
be painful for the population of the debtor 
countries is not ruled out. Here the IMF view 
is that austerity might be harsh, but it is the 
price that debtors have to pay for their 
imprudent borrowing. 

We have already seen that this claim is 
highly questionable. Besides, it assumes that 
the debtor country is a homogenous whole. 
There is a conflict of interests within the 
debtor countries, and to a large extent all 
those who are paying the price for austerity 
did not necessarily benefit from the 
borrowing, because of which they arc being 
asked to make adjustments. 

On the other hand are country studies that 
are critical of the adjustment programmes 
for a variety of reasons. It is argued that these 
programmes impose debilitating costs on 
the majority of the population of the country 
due to the cut in subsidised public services 
like transport, education, health, etc, in 
welfare programmes, hike in administered 
priceiT often accompanied by a freeze on 
wages. The result is a precipitous fall in the 
standard of living of the population that has 
led to widespread riots and socio-political 
unrest [Payer 1974; Cooper 1989; George 
1989; Pool and Stamos I98S; Sachs 1986; 
Hoogevelt 1987]. Dietz (1986) points out 
that after more than a decade of growth rates 
that exceeded the industrial and US average, 
in the 1980s, Latin America's income 
suffered a historical reversal. From 1980 to 
1985, the average real growth rates of per 
capita income in Argentina, Brazil, Chile, 
Mexico and Peru were negative and per 
capita income levels have turned back a 
decade to those prevailing in the 1970s, or 
for Peru and Chile, to prc-1970 levels. 

A statistical study of 93 countries of the 
growth oriented adjustment programmes 
[Faini cl al 1990], while making none of the 
above criticisms, suggests that, after 
controlling for external factors and for initial 
conditions, growth is not higher in countries 
recipient of IMF-WB Fund, but that 
investment was significantly lower than for 
non-recipient countries. Kreuger (1987b) 
looks at the LDC growth experience in the 
808 and concludes that growth was low, 
export performance was poor due to a 
worsening of the protectionist measures in 
the DCs and voluntary flows did not resume, 
even to countries whose policy reforms 
appeared adequate. 

It is also argued that these costs would 
have been worth accepting had these 
programmes provided long-term solution^ 
to the problems of the debtor economics that 
led to the debt crisis in the first place. Here 


the nature of the shock therapy that tbe IMF 
administers needs to be examined. What 
follows is not a detailed examination, but 
a few cursory observations. 

Firstly, purely on the external debt front, 
it has been seen (Deshpande 1993] that two 
specific features of the adjustment 
programme, viz, devaluation and a reduction 
in public sector spending, adversely affect 
investment and thus worsen the debt 
overhang effect, 

Secondly, fiscal retrenchment would by 
itself not lead to enhanced efficiency in the 
public sector or its replacement by efficient 
private sector activities. Often fiscal 
contraction has been responsible for 
unemployment of resources and underuse of 
productive capacity. 

Thirdly, in the IMF package there has 
been an excessive emphasis on curbing 
domestic credit, stemming from the erroneous 
understanding that this will curb excess 
consu mption. H o we ver, cred i t i n develop! ng 
countries finances mostly investment and to 
that extent a tight monetary pohey would 
not be conducive to growth. 

Fourthly, in countries where lack of foreign 
exchange has been a major obstacle to growth, 
quick liberalisation of imports may not be 
judicious. Also, where industrialisation has 
been dependent on imported components, as 
indeed is the case in many developing 
economies, a devaluation often has the effect 
of making imports more costly rather than 
curbing them, and this, ceteris paribus, has 
the effect of worsening the BOP deficit. 

In some cases, exclusive or even heavy 
reliance on adjustments in exchange rates 
may not be the best way of achieving a 
desirable trade balance. For a country that 
is subject to severe BOP shocks, it may be 
difficult, if not impossible, to determine an 
exchange rate that will bring about the 
requisite internal and external balance, and 
so a continuous devaluation in search for the 
ideal 'market clearing' rate may not yield 
any positive results; on the contrary, again 
if Mexico is any guide, it may lead to near 
disaster. 

This leads us to one of the fundamental 
flaws in the IMF approach. The entire focus 
of adjustment is on bringing about 'price 
reforms', as if getting prices ‘right* is the 
key to a smoothly functioning economy. 
With monopolistic elements being more the 
rule than the exception in the international 
and national economies in the world, the 
possibility of ensuring competitive prices is 
in any case very remote, if it exists at all. 
Be that as it may, even if for argument's 
sake it is accepted that a genuine price 
reform is possible, the much larger and 
more difficult question of as.set reform (to 
borrow a phrase from the structuralists) 
remains With glaring inequalities of income 
that stem largely from inequalities in asset 
distribution, most developing countries 


need to bring, this m top of the reform 
agenda, not only because of consM^erations* 
of equity, but also i n the interest ofeconomic 
growth. 

What have been offered above are only 
cursory comments on some elements of the 
IMF/World Bank stabilisation andstructutai 
adjustment package. A detailed critique has 
been done by several economists of various 
hues (see Taylor 1988 and 1993 in addition 
to references mentioned above]; for the 
present, we need to only note that this 
particular type of reforms may not be 
necessarily conducive to growth. To the 
extent that the above is true, the possibility 
of reforms leading to a reduction of the debt 
overhang may be extremely limited. 

Even if we temporarily decide to ignore 
larger issues of growth apd so on, we need 
to look at the record of the strategy in being 
able to generate sufficient repayment 
capacity. Even on that limited ^ni this 
policy had performed only modestly, if at 
all, going by the repeated rescheduling that 
countries undergoing the adjustment 
programme have been facing. The amount 
of debt restructured with official creditors 
thus rose from an average of S 8.8 bn in 
1982-86 to $ 64.8 in January-September 
1991. The average number of agreements 
rosefrom IS for 1982-86to24in 1989.1116 
HICs in particular have been going in for 
repeated rescheduling. Thus, from January 
1980 to September 1991, the number of 
multilateral debt relief agreements with 
official creditors and commercial banks for 
the 15 HICs arc: 

Argentina 8 Morocco 7 

Bolivia 7 Nigeria 6 

Brazil 7 Peru 6 

Chile 10 Philippines 8 

Colombia 2 Uruguay 4 

Cote de Ivoire 8 Venezuela 4 

Ecuador 7 Yugoslavia 8 

Mexico 12 

In addition, many of these countries have 
signed debt relief agreements outside 
multilateral fora. For 1985-90 alone, the 
number of such agreements are: Argentina 3, 
Bolivia 2. Cote de Ivoire 1, Ecuador 6, 
Mexico 2, Morocco 3, Nigeria II. Peru 4 
and Uruguay 2 [figures from World Bank 
1991-92], 

Are Other Solutions Possible? 

In addition to the various plans floated 
by the US government, there are several 
schemes that have been proposed for 
solving the debt crisis by various 
institutions and researchers. (For an 
overview of the proposed solutions, see 
Mohanty (1992).) There is a proposal for 
recycling the Japanese surplus [WIDER 
I986J, conciliatoiy debt reduction. P’alter 
1988], creation of an intemationd dlrfn 
discount corporation (Kenen 1990], 
generalising the discipline of ad|iii|ttiiem 
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arid renewing the dialogue (Camdeasus 
1986]. analysis of setting up of an 
international debt facility (Coiden 1988], 
selective debt relief [Sachs 1986), a co¬ 
operative solution where the Western 
governments recognise their share of the 
responsibility for (he crisis [the Lever Plan, 
discussed in Lever and Huhne 1984 and 
Huhne 1988], a debt adjustment facility 
within the IMF [Sengupia 1989], to name 
a few. Frydl and Sobol (1989) analyse debt 
reduction (any voluntary scheme that 
reduces the burden of externa) debt) versus 
debt forgiveness (forced markdowns or 
write offs) and conclude that the former is 
preferable. Frank (1987) critiques the 
proposed solutions by arguing that most 
of these propose to further increase the 
debt now and the debt service later even 
more. 

Markthbastdsolmions: Some believe that 
(he debt overhang can be reduced if the 
secondary market in LDC debt is 
sufficiently active. This area has seen a lot 
of research [see, tor instance. Dooley 1988a 
and 1988b; Huhne 1988; Borensztein and 
Pbnnachi 1990). The proposals include debt 
for equity swaps, debt buybacks, debt for 
debt swaps, interest capitalisation and debt 
securitisation (Parhizgari 19881 and even 
debt for nature swaps (Fuller 1988], which 
allow LDCs to benefit from market discounts 
on their debt. These proposals arc not free 
from controversy. Chandra (1988) argues 
that while these may provide short term 
relief, they are injurious to the long term 
interest of the debtors. Van Wijnbergen 
(1990b) demonstrates theoretically that cash 
buybacks lead to an unambiguous welfare 
loss to the country even if it succeeds in 
capturing (he full secondary market discount 
prevailing before the buyback. Bulow and 
Rogoff (1990) develop a model to show that 
troubled debtors do not gain by repurchasing 
external debt at market discount, even if a 
buyback would stimulate investment by 
relieving debt overhang. 

While psessing these proposals it 
needs to be noted (hat the market is still 
dominated by commercial banks and 
participation in the debt-equity swap 
programmes is still very thin tor most 
countries and (he market is still at an 
immature stage for most countries. Active 
trading in claims for eight countries- 
Argentina. Brazil. Mexico. Philippines, 
Poland. Venezuela and Yqgoslavia - is 
dominated by trading in four of them: 
Argentina. Mexico. Brazil and Venezuela. 
Mexican and Argentine bonds account for 
respectively around 35 per cent and 25 per 
cent of the market. Brazilian bonds account 
for another 10 per cent or so. While the 
World Bank is strongly in favour of 
promoting the secondary market, it admits 
that "rising prices make debt conversion 
operations less attractive by steadily reducing 


the swap dtscoupf^ Little wonder, then that 
debt Conversions fell sharply from a peak 
of$28bnin 1991 toS 11 bn in 1992” [World 
Bank 1993-94]. 

Concluding Remarks 

[As a result of the debt crisis, the eighties 
were a lost decade for most of the indebted 
countries. Economic crisis and its handling 
by the creditors contributed to social and 
political destabilisation in the third world. 
Yet the commercial banks and the creditor 
nations insist on shirking all responsibility 
for the consequences of the debt crisis. The 
IMF and the World Bank have essentially 
acted as the custodians of these two players 
in the debt game and thus the debt strategy 
had served the banks well but has 
completely failed to free the LDC debtors 
from the predicament in which (hey are 
trapped.] The typical adjustment package 
IS not only unfair and in disregard to the 
history of the debt crisis, to borrow a phrase 
from the South Commission's report 
(written under the secretaryship of 
Manmohan Singh), it is "marked by 
excessive dogmatism and lack of common 
sense”. 

Thus substantial write offs may be 
inevitable as the first .step towards the solution 
of the debt crisis. However, insofar as the 
debt crisis is a reflection of the underlying 
structural imbalances in. the debtor 
economies, reforms are essential as a quick 
second step. Most debtors urgently need to 
get out ofthc deadly combination of poverty, 
illiteracy, hunger, disease and squalour made 
worse by low economic growth and 
inequality. What needs to be noted is that 
this is pos.siblc only through the effective 
reversal of the current strategy, failing 
which .stagnation and indebtedness will 
persi.st through (he 1990s, making for yet 
another lust decade. 

SAMEEKSHA TRUST BOOKS 


• 'Notes 

1 The details are as follows; under the plan, 
America will exchange its foreign exch^ge 
reserves for dollars, which in turn it will 
swap for Mexican pesos. Mexico will have 
to return (he dollars within 3 to 5 years, 
depending on the maturity of the swap The 
American Exchange Stabiiisatton Fund 
(ESP. which bolds S 25 bn worth of foreign 
currency reserves, mostly yen and Deutsche 
marks, which are used to prop up the dollar 
in a crisis) wilt also set aside some cash 
to back guarantees on Mexican debt and (he 
Fed wilt provide $ 6 bn of short term swaps. 

2 These figures are in nominal terms The 
real debt build up would probably he less 
than what these numbers suggest. However. 
1 am relying on World Bank data, which has 
not (so far) calculated a .senes on the real 
debt build up 

3 While the debt .servicing capacity i.s usually 
taken as an indicator of the capacity to repay. 
Jalon (1970) questions this practice, especially 
a.s a guide for future lending 

4 In fact, the widespread view in the literature 
IS that as long a.s debtors generate sufficient 
capacity to repay, there cannot be a debt 
ensis’. the cycle of lending and borrowing can 
continue, presumably endlessly. While this 
may be true, what also needs to be noted is 
that if the servicing or rcpaytneni of external 
debt proceeds according lu the terms of the 
loan contract but at an cnonnous cost to the 
people of the debtor nations, it would. 1 
believe, still constitute a 'crisis' This is so 
because the debtor nations arc as crucially 
involved m anej affected by the debt crisis as 
are the largest money centre banks. .So a 
debilitating effect on the lives of the people 
of the debtor countries should merit as senous 
a concern as the prospecuve threat to the 
stability of the international financial system 

.S These categories ore based on standard World 
Bank clas.sificatton Severely indebted 
counines are those for whom three of the four 
key niiio.s ore above critical levels debt to 
GNP (50 per cent), debt to exports of goods 
and all services (275 per cent), accrued debt 
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«Moiiir (10 ijier 

tfiieiettlDexfioftg<20 Countries with 

no serkHis 4ebi probleiiia m those for whom 
Ome mioB me Mow oriticol levels. Ail fhe 
^heavily incMHed CQiincrics* ate a subset oif'the 
Itttfer set of 'severely indebted* countries. 

6 Themebnerinwhichttiishappeiisisexamined 
formally in Basu and Deslq»ande (1903). 

7 For this, see Deshpahde (1993). This also 
contains a theoretical model that formalises 
the concept of loan pushing, which serves 
to remove some of the ambiguity from the 
concept. 
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ibay’s Indiati-E^igli^ Fiction 


Roshan G Siudumi 


Indian fwriters in English should not he seen hi a privileged relationship to regional language writers; nor is the 
relationship one of competition. There is space and validityfor both kinds of experience. Ifculture is to be truly pluralistic 
and if Bonibay is to epitomise that plurality, then writers in English have a legitimate right to * appropriate* the city. 
The question is not one of territorial rights. 


^Couniry' and 'City’ are very powerful 
words, and this is not surpnsing when we 
remember how much th^ seem to stand for 
ifi the experience of human communities.. 
pon^ul feelings have been generalised 
On the country has gathered the idea of a 
natural way of life: of peace, innocence and 
simple virtue. On the city has gathered the 
idea of an achieved centre: of learning, 
communication and light. Powerful hostile 
aasociations have also developed: on the 
city as a place of noise, worldlincss and 
ambition: on the country as u place of 
backwardness, ignorance, limitation. 

- Raymond Williams 

IN the earlier stages oi Indian writing in 
English, there was a propensity among 
Witters of fiction lo set the ruraUurban 
milieu in binary opposition, with associations 
of simplicity innocence and peace gathering 
around country life and those of chaos, 
corruption and evil around the urban ethos. 
The son^of-the-soil syndrome and/or the 
eatth^mother figure are commonly featured 
in this kind of writing. Even when .socio¬ 
political realities are confronted, they 
appear filtered through a middle-class 
consciousness. Although socially relevant 
issues like untouchability, rural poverty, 
dass, caste or gender oppression, arc raised, 
they are often domesticised, sanitised and 
finally dissolved and diffused in a romantic 
blurring of focus. Early examples like Mutk 
ltd Anand's The Untouchable, Raja Rao’s 
Kanthapura, seminal works in their own 
rigbtt come to mind, as do more recent 
examples like Kamala Markandaya's 
in the Sieve. In the years preceding 
independence and in the euphoric decade 
that followed, as the young nation was 
Cpntlolidattngitself, the n^ for 'indianness*, 
of tradition, found expression through a 
valorisation of the Indian peasant and of the 
Indian niralscape. Not surprisingly, as the 
editors of Women Writing in India point out, 
tbecinema box-ofHee hit. Mother India, was 
made at tiie peak of this national fervour. 
In this film the Mother figure and the 
Motherland are venerated, idealised and 
inyested with powerful symbolic value. In 
(ttemture as well as in the visual media^ one 
sought^ and very readily discovered, the 


Indianness-rusttcity-simplictty nexus. With 
the need to explain 'our* ways, 'our* culture, 
'our* traditions both to ourselves and to the 
western world, rural India seemed to appear 
more truly 'ours' and more truly Indian than 
the already 'westernised' metropolitan city. 

We tend to carry that notion with us still, 
long after the era of flag-waving 
independence As recently as a couple of 
years ago, a reputed cntic stated very 
categorically that the authentic Indian novel 
in English had yei to be wntten for no wnter 
to date had written successfully about our 
sons-of-the-soil. There might be partial truth, 
although unintended, in the latter half of the 
statement, in the .sense that the tendency to 
pictorialisc and romanticise the Indian rural 
scene by Indian novclisi.v.in English, has led 
to a certain inautheniicity. However, one is 
not so readily convinced by the authontative 
assertion that the authentic Indian novel in 
English IS waiting to he written. In fact, the 
Indian city is as 'representative’ of India as 
IS the Indian village, although the writer 
needs to grapple with a totally different set 
of realities and, of course, the tendency to 
romanticise the city can be an equal danger. 
This paper docs not wish to valorise the 
'city-bred’ novel as agaiast its 'countrified' 
counterpan. They have been juxtaposed only 
to emphasise that the last couple of decades 
have produced important city-ccntrcd 
writing, much of it set in metropolitan citie.s 
like Bombay. The Bombayite’s cxi.sicncc 
can be as truly characteristic of India as the 
country-dwcllcr's, to go a step further, one 
can argue that the complex range and plurality 
of this city's culture make it even more 
representative of the complex plurality of 
India, although one is a little sceptical about 
using this word Teprcsentaiive' in the first 
place. The idea of plurality has gained ground 
even as the idea of\nation and nationhood 
is problematised; the writer, we have come 
to think, needs plural kindsof represeniations 
to convey the larger cxpenence. 

When Indian writers in English choiisc ait 
urban Jocalc. they write wHh a relatively 
greater senSe of ease and confidence for they 
are dealing with a sphere familiar to them, 
and working within the modalities they 
underiXatKJbesLThecit/saifioilthoiisiiess - 


even while it accentuates a terrifying sense 
of anonymity among its inhabitants and 
which many of the 'Bombay writers' portray 
in their fiction - could give to such writers 
themselves an anonymity and amorphous¬ 
ness that is desirable because it permits a 
sense of freedom and privacy. Because the 
city has a plural character, it can provide a 
vantage point for writers to liberate 
themselves from an essentialist view of the 
nation. The city brings the writer close to 
power-structures which can supply them 
with the site and focu.s of their interrogation. 
Admittedly, as will be explored later, such 
an urban wnter, often a iransculturai one, 
1 $ likely to face the not altogether unjustified 
charge of elitism, ol being out of touch with 
grass roots realities. 

iM/kCiiNiNo Bombay Through English 

The choice of the English language, like 
the choice ol the urban locale, becomes 
inevitable for these waters. Undoubtedly, n 
IS the language of a minuscule minority and 
a colonial legacy to bool. It is, however, tfie 
only toot available to them and one which 
they are exploiting to advantage, in order 
to capture a particular aspect of Indian 
reality - its urban cosmopolitanism. Bombay 
as a metropolis could be seen to characterise 
this composite quality despite its recent, 
very inglorious past. Moreover, unlike other 
major cities of India, such as Calcutta or 
Madras, Bombay's very mixed population 
has further entrenched the use of English, 
not only as a cultural tool, butas an everyday 
functional means of communication, 
especially among the middle classes who 
form the bulk of the reading public. The 
English language becomes a handicap when 
the writer employs it to delineate a rural 
experience and hence RtyaRao'sexasperoied 
cry - The telling has not been easy. One has 
to convey in a language that is not one's own 
the spirit that is one's own* (Foreword, 
Kanthapura), Hisditeminacanbetiiiderstood 
in the context of its time, 1937, in view of 
the novel's rural locale and of its narrative 
voice * that of an old village woman. In the 
1980s and )990s, however, and with the 
younger writers' increasing intereN in 
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and Hi meifCpoifUm peroepttoiis 
aiidissiieB*llie4itefn^ 
them, for one thing, Englidi today is as 
Indian a language a$ any other sptjkcfi in 
the subcdfilinent. Aijaa Ahmad puts it 
succinctly when he says that 'one cannot 
reject English now on the basis of its 
initially colonial insertion, any more than 
one can boycott the railways for the same 
leason’ (Ahmad 1992:77]. For another, 
writers like Amitav Ghosh and Salman 
Rushdie have radically altered the traditional 
map of English llction. Rushdie himself 
avers that as far as Indo-British fiction is 
concerned, ^fiction is in future going to 
come as much from addresses in London, 
Birmingham, Yorkshire, as from Delhi or 
Bombay* [Rushdie 1988-91:17]. 

The phenomenal growth of Indian- 
English fiction, the enlarged use of English 
in India as a metropolitan language, and 
the metropolitan concerns of literary 
productions, can be ascribed to the rapid 
growth of an urban middle class readership. 
The institutionalising of these studies in the 
academic curriculum as well as the 
mushrooming of indigenous publishing 
houses have further ensured its palpable 
presence. India boasts the second largest 
Engliih reading public in the world; a 
sizeable fraction of this public is to be 
found in Bombay. Increasingly, therefore, 
Indian writing in English addres.ses itself 
to this readership. Thus, writing that is 
related to one’s working-day experiences, 
one’s private and public life, and to various 
urban-based issues, today finds u ready 
readership. It is like seeing one.sell in a 
film shot on location, even if one figures 
merely on the fringes of a crowd scene. The 
writer today writes less and less with a 
western reader in mind, although that kind 
of self-consciousness, of the desire to 
explain, describe, interpret and even to 
represent, is not altogether absent. That the 
writer, by and large, although s/hc uses the 
Englishman’s language, no longer regards 
it as such and in fact addresses himself/ 
herself to th6 Indian reader, as much as to 
any other, is illustrated by Rushdie’s 
statement. Referring to Midnight's 
Children, he stales; '1 certainly felt that if 
its subcontinenlal readers hud rejected the 
work. I should have thought it a failure, 
no matter what the reaction in the west. So 
I would say that I write ‘for’ people, who 
feel a part of the things I write about” 
(Rushdie 1988-91:19-20]. 

More specifically, the Bombayjics’ use, 
appropriation and *H/indigcnisation* of 
Etiglish IS accurately caught in the same 
jtovel, ^specially in the rcspon.ses of 
Padma or, again, in the Parsi intlcciions 
tfi Mistry’s Tales from Firazsha Baag\ 
Undoubtedly, at this level, the narratives 
would be judgjcd as having no more than 
popular j^ipeal: but if that is not the cnicial 


faietor, it is nohetfadess ilsn impoftant one. 
The high roads of literaturo, as paved by ihe 
Leavisjies have today bthircaied into by¬ 
lanes and alleys, and into the ’desi sadak* 
and 'gullies’ as well. 

Similaily, at what might be termed a 
supeilkial if not altogether superfluous 
level, it is the familiarity of the locale and 
the hurly-burly of Bombay's daily routine 
that, like its local Hinglish jargon, delight 
the reader, particularly the local reader. 
Familiar landmarks and sights crowd the 
pages of these narratives; in Rushdie’s and 
Mistry’s set respectively in the Bombay of 
the 1950s and 1970s, in the sombre settings 
of Anita Desai’s and Shashi Deshpande’s, 
in the ebullient gaiety of Kangas. Hanging 
Gardens, Chowpatty, Apollo Bunder. BEST 
buses, local trains, protest, ‘morchas’. 
’dubbawaias' delivering home-cooked 
lunches lo offices, plus Churchgatc and 
Warden Road apartments, middle class Dadar 
flats and pavement dwellings - the seedy 
Paris cafe and the splendid Taj hotel (within 
walking distance of each other) - all these 
give to the narratives a local habitation and 
a name’ and root them firmly in the physical 
and geographical realities of Bombay. The 
reader readily relates to the bustle of this 
city; reading about it could even have a 
cathartic cffcci on his or her frayed tempers 
and jaded ncr\cs and thereby lead him/her 
to a warm celebration of the vitality of the 
metropolis. The Bombayitc would respond 
positively to the characterisation by 
Rushdie-a wiiier who proudly called 
himself a Bombaywaliah’- of ’Indian 
urban culture. Bombay above all... [being] 
full of fakery and gaudincss and super¬ 
ficiality and failed imaginations... [yet] 
also a culture of high vitality, linguistic 
verve, and a kind of metropolitan 
excitement that European cities have for 
the most pan forgotten.’ It is an ’over¬ 
painted courtesan’ at once seductive and 
revolting (Rushdie 1988-91:1101. 

The tendency ol the rciidcr lo K' so carried 
away by the familiarity of the KkmIi* could, 
however, lead to occasional fallacies and 
pitfalls. One tends to forget the fact that 
these locations arc maps ot the mind not 
tourist guidebooks, even though unqucsi ion- 
ably (unlike the quixotic H R F Keating), 
none of the writers in question could have 
imaged the city without having lived here 
at some lime or aiuuhcr Clue-hunting, of 
course, is a seductive game and various 
readers, with equal certainty, have claimed, 
for instance, that ’Firozsha Baug‘ was none 
other than Rustom Baug. Khareghai 
Colony, or Shapur Bang (Saraiya 1991]. 
Many have waxed indignant at Desai’s 
gloomy portrait ol Bombay, saying 
'Bombay was not like that.' Irate readers 
have wntien to Rushdie arguing that the 
author had charted Bombay’s bus routes 
all wrong (Rushdte 1988-91:23]. 


it Jiw ttie 
Blusim of auchentidty. camioite 
in the narrow sense of the toon, 
reacting'to the insistence that Parsis be 
represented tn a more flodertng (ightr has 
stated that be was not reptoductug a soptal 
document dealing with Che Parsi comiWldQr! 
In ’Swimming Les$ons\ a metaficMwd 
story, anticipating the satneertUdsm, bf ikry 
pre-empts it: his Actional persona, Kersi* 
who has just sent his leceiitly published 
Tales from Firozsha Bang from TVntiinto to 
his parents in Bombay, imagines his iPatber*$ 
reaction: 

...there should have been something positive 
about Parsis, there was so nuicdi to proud 
of: the great Tatas and their contribution to 
the steel industry, or Sir Dinshaw Petit in 
the textile indu.stry who made Bombay the 
Manchester of the East... And he could have 
written something also about the historic 
background, how Parsis came to India from 
Persia... and were descendents of Cyrus the 
Great... He could have made a story of all 
this, couldn’t he’.’ [Mistry. R 1987:245]. 

‘He* could have but ‘he’ did not. Mistry’s 
intention was not to produce an authoritative 
guide 10 the social history of the Parsis of 
Bombay. Much less was Rushdie’s novel an 
attempt to recreate ’national history’. It is 
’[Sulccm's] story, not history, even if it 
plays with historical shapes’ [Rushdie 
1988-91:22J. Among the numerous ‘errata’ 
he commits in Midnight ’5 C/tfVr/re/i, Rushdie 
‘confesses’ his ‘mistakes’: ‘Concrete 
tetrapods*, he admits, have never been used 
in Bombay as part of any land reclamation 
scheme, [as staled in Saleem’s narrative], 
but only to shore up and protect the sea wall 
along the Marine Drive promenade. Nor 
could the train that brings Picture Singh and 
Saleem from Delhi to Bombay possibly have 
pa.sscd through Kurla. which is on a di A'crem 
line (Rushdie 1988-91:22]. 

The point that Rushdie makes, dnd by 
implication so do the other Bombay writers, 
is that, as novelists, they are creating 
Bombays of their imagination. The city is 
tashioned in the writer’s own image, thus 
ceasing to be geographical territory and 
becoming instead an imagined topos. Nor 
do the narratives record history; they 
fictionalise it. 

In fact, Saleem’.s misreading and 
misrepresentation in many places in 
Midnight \s Children can serveas an analogue 
to the several readings and representations 
to which the city lends itself^ Bombay's 
infinite variety, its paradoxes and 
contradictions, defy any easy deftnition. 
Rather, they mirror and account for the 
heterogeneous presence andthepolyphonoos 
voices of the Bombay writers’, as 
as Salman Rushdie and Shashi Desbl^iiidn, 
Anita Desai and Rohinion Mistry .CUtrotimin ' 
DasandFirdaus Kanga. AsCheproli^Qiiuat of 
Kanga’.s Trying to Grow realises, wa|ching 


mi 


imd May 27. 1995 



' die dty of Bofnbsy sipnskd out lielow his 
I gase.Toucanlookttascenefiromati^ 
Afferent windows and you'll see sotnething 
new each time' (Klutga 1^.49]. 

Modes op Reclaiming Bombay 

The ground of commonality among these 
diverse writers, in fact, coiild be their 
recognition of the multifacetedness of 
Bombay. To locate the narrative text in 
Bombay, is to textualise the complexity of 
. its reatities and to problematise the 
unroprcMntative quality of a 'typical* 
Bombay experienoe. Uke the post-modernist 
architecture of some of Bombay's more 
recent stnictures-as also their odd mingling 
widt the i9th century pseudo-gothic and 
with the spawning slums - the city lends 
itself to post-modernist literary plurality. 
Some, like Rushdie and Kanga, might 
celebrate this chaotic plurality; others like 
Desai and Deshpande might search for a 
lotalUy and lament its lack. Rushdie, writing 
from a different location, has commented 
bn the need to 'reclaim* his lost city. 
*^Bombay\ he states, 'is a city built by 
foreigners upon reclaimed land; I (who had 
been away so long that I almost qualified 
for the title) was gripped by the conviction 
that 1 too had a city and a history to reclaim’ 
{Rushdie 1988-91:10]. This might be the 
need of the transplanted Indian, of the 
'outsider*, like Rushdie or Mistry. Equally 
greait, although here again in divergent, even 
contrary ways, is the need of the insider* 
to 'leciaim' the city. 

To reclaim, however, is to retrieve what 
one considers to be one's own, to get back 
what one has lost. For writers like Deshpande 
and Desai, especiaHy for the latter, 
reclamation and retrieval arc not possible, 
for these authors have never reaUy made 
claim to the city as their own. Probably they 
need to write about Bombay in order to 
grapple with the city, to shed their sickness, 
inexperience catharsis, and thereby to come 
toierins withit. Sometimes even this becomes 
an impossibility and the city is rejected as 
much as it is seen to reject. Desai’s 
iloiimgprmer'5 Bombay is neither 
Baumgartner's Bombay nor Desai's; in fact, 
.theEliotian nihilism of the Unreal City finds 
:its hollow echo in Desai's rendition of 
Bombay, even more than in her earlier novel, 
V^icesbiBr^City, set in Calcutta. Her novels 
are peopled with 'isolated singular figures' 
says Rushdie n^erring to the protagonists 
in Firr on the Mountain and Clear Light of 
JDary {Rushdie 1988-91:71]. Baumgartner, 
an milled lew, epitomises the exited psyche 
at its most lonesome. The city in Demi's 
novel becomes a metascapethat projects the 
^ inner climate of the mind. For Baumgartner, 
gte crowds and the clamour of Colaba 
dauseway represent the 'mainstream', 
^leaving so little space for him'. Bombay 


mmaiits merely 'the seBiiiy of his tife^; 
'palpable' for the rest but ^elusive' for him 
[DeUi 1988:211]. In a recent tdevision 
interview. Desai has spoken of the 
impossibility of letuming 'home' to India 
for the time being. (This was soon after the 
1992.93 sectarian violence in India.) Her 
irreconciliation with her homeland and her 
constant joumeyings seem to find a fictional 
counterpart in Baumgartner, the prototype 
of the Wandering Jew, who is forever 
rebuffed by the city, who is forever in search 
of a homeland. 

For Shashi Deshpande *- who has studied 
in Bombay but who has nor been a 
'Bombayite* in the way Rushdie. Mistry or 
Kanga have been - Bombaytypifiestheglitz. 
the glamour, and the commerce of urban 
living. It is the seductive trap that apparently 
offers so much to the city's upward-bound 
middle class hut actually gives so little. 
Deshpande*.s near-twin novels. Thai Long 
Silence and The Dark Holds No Terrors, arc 
both a critique of Bombay * s elite world. The 
city is seen to foster such a strong sense of 
individuation that the sense of community 
is lost. No viable alternatives are offered; 
the provincial towns, from which her women 
protagonists hail, are not seen as providing 
any ready escape routes. To the contrary, 
they are represented as characterised by 
parochialism and clannishness. In 
Deshpandc’s liction can be discerned the 
'powerful hostile associations* which 
Raymond Williams has pointed out as having 
gathered around the city and the country - 
'the city as a place of noise, worldliness and 
ambition,., the country as a place of 
backwardness, ignorance, limitation*. 
Moreover, the city is .seen to represent the 
patriarchal set-up and bourgeois aspiration, 
in silent mockery is held up the picture of 
the Happy Family syndrome, which reflects 
and is reflected by 'the glossy coloured 
advertising visual* [Deshpande 1988:4].The 
protagonists of both novels are women with 
'successful career.s’ which Bombay more 
than any other Indian city ha.s scope to offer. 
Yet both women feel themselves pushed 
aside from the central poWbr structures which 
are governed and controlled by patriarchy. 
Gender, however, gives them another kind 
of remove; from the margin they can move 
into the epicentre of change. This change 
again, is conceptualised in terms of the city. 
In That Long Silence, while the 'yuppie* life 
of comfortable conformity that the couple 
had earlier enjoyed is epitomised by their 
plush apartment at Churchgate, their later 
move, on account of the husband's 
culpability, to a shoddy flat at Dadar 
symbolises a new perspective and even a 
sense of affirmation on the part of the woman. 
It becomes for her 'a queer sense of 
homecoming* and helps her bmk ^tfou long 
silence’ in the very act of self-reflexive 
narration [Deshpande 1988:25-26). Neither 
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experience, tf the alHtefvadtng nthiftem in 
Baumgartner's Bombay is absent in 
Deshpnnde's Bombay ftdtkm, the city is 
nonMheless depicted in negative terms. 

AlchoughagieatadmiferofDeSai;RiMh^^ 
himself has a mexe positive perspective on 
Bombay. The difference, of course, could 
be one of temperament; it could also be the 
need for the emigrant, especially for the one 
who has spent his childhood and boyhood 
in India, to 'reclaim* the lost Atlantis of his 
growing years. Nostalgia and the need for 
remembering and re-membering of the old 
homeland become almost imperative. The 
past, as Rushdie asserts, is a country from 
which ‘we have all emigrated* but the writer 
who is 'out-of-country* and moreover 'out 
of the language* 'experiences that loss in an 
imgJiKified form* [Rushdie 1988-91:12]. 
Mistry*s writing suggests the same need; in 
fact he has himself stated that the very act 
of emigration had propelled him toward the 
act of writing .since he had no intention of 
becoming a writer till he had gone to live 
in Canada (Mistry, G 1991]. 

Inevitably, the Bombay that is recreated 
is the one that was perceived at the point 
of departure. Recall cannot, by its very nature, 
be complete and total; memories are proustian 
and fragmentary; they arc Rushdie's 
‘imaginary homelands*. Elements in 
Midnight \\ Children and in The Tales fnm 
Ferozsha Bang ensnare the reader in a time- 
warp: Filmhoardings, election slogans, 
snatches of old .songs, are reshaped and 
recalled. Had the narratives rested on the 
pastness of Bombay's past, this would have 
led to a kind of ossification. But the attempt 
is a more complex one; the writers need to 
‘dig theirown soil' [Nazareth 1978] in order 
to help them tread more firmly on alien 
soil. If Midnights Children is a novel of 
memory, it is a self-reflexive novel about 
memory as well. The narrative both creates 
a Bombay of the mind and points out very 
.self-consciously that it is creating a Bombay 
of the mind. The text makes clear that the 
city, like the memories it evokes, could 
never offer a single unified, uniform, 
homogeneous version of truth. Like the 
myriad memories, a myriad possibilities 
unfold themselves. One is compelled, 
therefore, to step aside from the path Of 
Grand Narrative, ‘condemned [like Saleem] 
by a perforated sheet to a life of fragments* 
[RushdiO 1982: 14|. Thus baby Saleem 
'remembers* the Bombay of the newly 
independent nation; 

Now looking bock through baby eyes, I can 
see It all perfectly - it's amazing how mueh 
you cap remember when you try. What Ycan 
see: iIm dty. basking like a bloodsucker 
lizard In the summer heat. Our Bombay: it 
looks like a hand but its redly a moulb. 
always open, always hungry, swaltowing 
food and tdent from everywhere else In 
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excqtt fitmi Imsh-tiiirts fi»h... (Rushdie 
IW2;14647I. 

As a teenager* Sateem, Who has returned 
from Rawalpindi can afford to cry out 
gleefully 'Back-to-Bom*. The clash of 
colours in Bombay, *the rainbow riot of the 
city\ which he celebrates refers by 
implication to its variegated cultures as 
against the 'black and white* regimented 
world of Rawalpindi (Rushdie 1982:356]. 
Yet, as the narrative proceeds, and an older, 
sadder and wiser Saleem returns to Bombay, 
the physical facade that has changed 
Kemp* s Comer no longer boasts of Kemp* s 
chemist shop -> epitomises other changes 
as well. Sombre shadows have gathered 
around the city, and Shiva, one of the 
'other* Midnight's Children takes on an 
identity that becomes as ominous as the 
name he possesses. 

If Bombay becomes for Rushdie the lost 
boyhood home, it becomes, simultaneously, 
a metaphor for the impossibility of naming 
things or of reproducing photographic 
images of Reality because incongruities, 
errors, shadows, inevitably creep in. No 
indisputable truth can be possible, either 
about Saleem's birth or parentage, about 
freedom at midnight, about freedom, about 
history, about memory, and finally even 
about the form that fiction writing takes. 
Everything becomes a celebration of 
ambiguities. As Rushdie expresses it: 

Writers arc no longer sages, dispensing 
wisdom of the centuries. And those of us 
who have been forced by cultural 
displacement to accept the provisional nature 
of all truths, all certainties, have perhaps hod 
modernism forced upon us. We can*t lay 
claim to Olympus, and are thus released to 
describe our worlds in the way in which all 
of us, whether writers or not, perceive it 
from day to day [Rushdie 1988-91:12-13]. 

Like Rushdie, the younger immigrant writer, 
Mistry, needs to make the fictional journey 
home to Bombay even though it appears 
'brown, weary and unhappy* to his fictional 
persona (Misery 1987], More specifically, 
he needs to return and to retrieve through 
his fiction the minuscule Parsi community 
of Bombay, the minuscule 'city* within the 
city wUdi is the Parsi baug. For this 
dwindting, ethnic minority, the 'baag* 
becomes a communal lefuge, a cultural 
bulwark against the fast-changing, 
'menacing* city. For the author, both the 
'bang* andchechy becomea fictional refuge, 
a meunsof looting himself a new in the host 
country by digging in the soil of his old 
hotnerand. Not that Misery, necessarily, 
endorses the ‘baag* mentality or as Northrop 
Piyc might have termed U. ‘the garrison 
mentaItty*{Frye 1965]. In fact, Mistry 
pfobtematises his community* s dilemma by 
caimlntngihestuWfyingeffectsofits culture 


Inheritors of much of the cotoniat legacy, 
the Parsi community finds itself tmpp!^ in 
the past, unable to Oow on with the onward 
currents of the city, even though Bombay 
has been its home for generations. 

By fictionalising the Parsi community of 
Bombay, Mistry is not so much, attempting, 
to retrieve a diminishing community and its 
'quaint* way.s, but to retrieve, through it, his 
own sense of self. The immigrant's cultural 
schizophrenia, the experience of 'falling 
between two stools' gives way in this fashion 
to a 'straddling of two cultures* [Rushdie 
1988-91 j. Mistry’s return to the communal 
'baag* could indicate the immigrant’s need 
for community and identification, a need 
that IS further inten.sified in the western 
culture where the sense of individuation is 
greatly accentuated. Simultaneously, the 
Parsi community’s own sense of exile also 
become.s a .symbol for the larger sense of 
exile, experienced by the writer who is an 
immigrant. Bombay thus becomes a 
metaphor for two antithetical states of mind - 
for both exile and communication. The exiled 
psyche finds its corresponding state in this 
self-exiled Parsi community; yet locating 
the particular and the unique experience of 
life in u Parsi 'baag* gives a sen.se of 
community to the immigrant writer. 

It is not surprising, then, that Mistry 
continues his metaphoric journeyings 
indefinitely and indefatigably. Such a Long 
Journey, his second piece of fiction, is 
located in Bombay and, according to his 
brother Cyrus Mistry. the novel he is 
currently working on is also centred on 
Bombay, The impetus/insi.stencc of the 
Canadian mosaic model that one writes out 
of one’s ethnic roots might also have pushed 
Mistry to cast long, lingering looks 
homeward. This perspective has at times 
led to an element of the quaint and the 
exotic in Mistry's fiction. An instance can 
be seen in the elaborate 'Doongervadi 
scene* in Such a Long Journey, which 
immediately follows an episode so 
poignantly rendered that this description 
of the Zora.strian rites of the dead comes 
as an an irrelevant appendage. 

A Slice of Plurai- Bombay 

Grouping these diverse writings together, 
one sees that Bombay, as a city, has been 
fertile territory for the writers to occupy, 
even if reploughing it might have led to 
occasional aridity. For some, like Rushdie 
and Mistry. Bombay has been the city of 
meimiry, seen through guilt-tinted as welt 
as gilt-tinted spectacles. For Rushdie, it has 
alsoencapsulated this country's multicultural 
diversity and its secular id^logy. His own 
absorption of the Hindu as well as Islamic 
heritage he believes 'has something to do 
with the nature of Bombay, a metropolis in 
which the multiplicity of commingled faiths 


and cultures curiously oeaten aidfiaflinUy 
secular ambience’ (Rushdie l988-9]:i6). 
For some* like Kanga, it is an epicurean’s 
delight, even as he seems to be at, to* 
interpret Bombay to the western world 
Others, like Desai and Deshpande find tn^lhe 
frenzied momentum of the city symbols of 
isolation and even of terror. 

Metaphors and symbols are,necessary 
but sometimes they are not adequate. While, 
at times, they can help in the grasping of 
realities, at other times, one needs lo 
abandon them for a more direct 
comprehension. With all its distrust of the 
grand narrative, the writing understudy is 
certainly not writing about the 'subaUerns* 
of our city. By contrast, recent writing in 
regional languages includes these concerns 
in its literary agenda, the writers in Englidi; 
both literally and figuratively, do not 
possess the necessary language with whidi 
to render the consciousness of the working 
classes and the depri ved sections of the city 
population. In one episode in Kanga’s 
Trying to Grow, the protagonist likens 
himself to the Pope in his Vatican, when 
he watches, from lofty heights, the colourful 
cavalcade of Colaba Causeway far below. 
The comparison is unintentionally 
appropriate. Both author and narrator shme 
the panoramic perspective of the privileged; 
Bombay can look exceedingly picturesque 
when seen from towering heights and 
remote distances. This viewpoint can be 
seen as an analogue for a similar 'global* 
perspective of the writers in question* 
although it must be added that they do not 
all share Kanga's rather elitist bias. All of 
them have been separated from Bombay by^ 
time, space and above all by class; while 
it is true that this could offer clarity of 
perspective, it is equally, if paradoxically, 
true that temporal, spatial, and class 
distancing can blur the sharpness of vision. 
Admittedly, sympathetic allusions aremtide 
to the problems of the 'other*, but these 
are often uneasy! always peripheral, and 
never the focal point of the narratives. For 
instance, in Tales from Ferozsha Baug 
mention is made of the narrator’s brother 
who has de-classed himself to work among 
the underprivileged; but both he and the 
work he does remain off-suge. In Thai 
Long Silence, the resilience of the servant- 
maid is juxtaposed against the hysteria of 
the protagonist, but it is the mistress's 
narrative that forms the nucleus of the 
novel. Likewise. Desai *s Bombay contaim 
depictions of the stark squalour of the 
city* s pavement dwellers, but they are hgzy 
shadows- symbols rather than actugl 
people. It is as if, by suggesting e 
sensitive awareness of these dejpriyjed 
sections of thecommunity. the writitigifl^ 
to offer a rueful apology for thoir 
helplessness to give voice to ttiia lilenoed 
minority. What thpy thereby irireceed in 
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doing* Is to 'oontoto^ this class and to create 
Spaces for themselves* itot only in this 
narrow* ovtr^crowded island of our 
existence but in global spheres as well 
Thus* even chough this writing prohlematises 
concepts of nationalism, it takes on a 
lepresentational lhird world* colouring As 
Meenakshi Mukheijee points out* 'There ts 
no getting away from the burden of India 
if you want to write in English* (Mukherjee 
1993 26091 

Regional language writing-even m 
translation - does not* to date, occupy the 
same global spaces, yet it ought to have 
global significance, precisely because here 
Bombay city becomes the actual site ot an 
actually liv^ experience Daiit wnting is a 
case in point Even though the English 
translations, in the very act of translation* 
sanitise the acidic Marathi ot the original 
one discovers in these cultural productions 
a very different Bombay experience 
Prakaah Jadhav's Dadar ol 'Under Dadar 
Bridge* (Poisoned Bread) or Day a Pa war’s 
Colpitha tn 'Son-Eat Your Fill* (Dangle 
1992]* expose the underbelly of Bombay 
Here ts protest writing about the 
underprivileged by the underprivileged ot 
the city Sometimes, even when it emerges 
from a socially privileged milieu, regional 
language writing tocuscs upon those who 
are thrust on to the margin ot a well-defined 
bourgeois, male space The prime example 
would come from Mahasweta Devi's 
writings in Bengali In the context of 
urban Bombay, a good instance would be 
Varsha Adalja’s 'Bichan Champudi 
(Tharu and Lalita 1993], a story that 
sensitises the reader to those who arc on 
the periphery ot the city* shunted aside by 
class, caste and gender The very act ot this 
kind of writing and of its increasing 
accessibility through translations* have 
created new and disturbing spaces in the 
city. Here is political feminist energy 
thrusting up through complex ground 
leahties Symbols and metaphors become a ' 
luxury - they give way to a harsh, unmiti¬ 
gated reality The celebration of Bombay's 
^urality gives way to a questioning of its 
Incongruities 

Indian writers in English, however * 
ilioutd not be seen only tn a pnviieged 
leUtionshtp to regional language writers, 
nor IS the relationship one of competition 
if the former focus upon a particular 
segment of Bombay's society, they are 
nonetheless dealing with experiences of u 
ijUger import, just as the latter, even while 
they describe a limited section of out 
so^y are not necessarily limited by it 
There is space and validity for both kinds 
of experience If culture is to be truly 
pluralistic and if Bombay is to epitomise 
that plurality* then the writers m English 

. have a legitimate right to 'appropriate* the 

L (^y if it helps them to root themselves 

r .. 
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anew* of conversely* if ti helps them to 
externalise their sense of roottessness 
The question is not one of territorial nghts. 
By wntttig about Bombay* writers like 
Rushdie have charted anew the cultural 
map of the world Bombay has also created 
space for many other wmers who are 
cartographing other maps* even if these are 
local and regional ones. This is the mark 
of Bombay's multiculturaltsm, that it can 
contain multitudes, even if n has contra¬ 
dicted Itself in the not very distant past 

[This IS the revised venion of a fiaper presented 
ai a workshop on 'Evoivipg Cultural Ideniities 
of Bombay 19th and 30th Centuries in 
Bombay from December 16 to 19 1992 The 
paper will appear in Bombay Mown of Am 
and Utter\ edited by Sujata Patel and Alice 
Thorner to be published by Oxford University 
Press Bombay 

The paper deals with a munber of diverse 
writers such as Salman Roshdte* Arlita Desai. 
Sha$hi Deshpande and Firdatis Kongo who share 
the common ground that they have chosen 
Bombay as locale for their works of fttlion ) 
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Refinm of Unioa Excise 

Mahesh C Purohit 

While the last budget, primarily aimed at reforms, extended MODVAT considerably by including petmlemHprodt^i^f 
capital goods and the yarn component of the textile sector within its purview, the 1995-96 Budget proposes to tkop 
up resources by increasing the tax rate of two select commodities, cigarettes and cement. This article attempts to toidt 
at the likely implications of the budget proposals, by focusing on the tobacco sector. 


IN tlie context of structural reforms union 
excise duties have also been rationalised 
considerably during the last four years. Some 
of the major reforms include (Auction in 
the numbCTof rates, curtailing exemptions 
and attempting simplification. More 
importantly, a move has been made towards 
the introduction of value added tax (VAT) 
to replace the existing commodity taxes. The 
Budget 1995-96carries these reforms further 
but the momentum has been slowed down. 
Nevenheless, it attempts to (i) reduce the 
number of rates, (ii) increases the base of 
the tax for some of the commodities, and 
(iii) extends MODVAT to tyre yarn, 
industrial fabrics and cut tobacco used in the 
manufacture of cigarettes. There are also 
some efforts at rationalising the 
administration of tax. 

While the last budget, primarily aimed 
at reforms extended MODVAT consider¬ 
ably by including petroleum products, capital 
go^s and the yam component of the textile 
sector into MODVAT, this budget proposes 
to mop up further resources by increasing 
the tax rate of two select commodities, viz., 
cigarettes and cement. 

This article aims at presenting the 
likely implications of the budget proposals 
and suggests probable reforms in the 
context f the overall structural reforms in 
the country. With this objective in view, it 
makes a case study of all the commodities 
falling under the tobacco sector. The plan 
of presentation is as follows: Section I is a 
historicalpcrspectivetheevolutionoftax on 
tobacco. This is followed by an analysis of 
the existing structure of the tax where an 
attempt is made to present an assessment of 
the existing structure of the tax. Section 111 
analyses the administrative procedures for 
the collection of the union excise duties on 
tobacco and shows how archaic is the physical 
control system, the prevailing admtnistniti ve 
system for tobacco. The next Section (IV) 
unfolds policy imperatives for rationalisation 
commodity taxes. Ftnally, the Section V 
preaents a summary of conclusions and 
leocmimeiidations 


Uiiiim fixeiae Dvty on Tobacco . 

Hiatorically. tobacco has been tpxed at 
the stage of cultivation or at the time of 


its use for manufacturing another product. 
The tax was initially levied under the 
Tobacco Excise Duty Act, 1943, which 
was later merged with the Excise and Salt 
Act, 1944. In the initial stage the tax was 
levied primarily on unmanufactured 
tobacco and cigars with differential tax rate 
depending upon the use of tobacco in the 
manufacturing process. This treatment 
introduced .some element of progressivity 
into the structure. Subsequently, in 1948, 
the ba.se was extended to include cigarettes 
in purview of taxation. It was further 
extended in August 1954 by levy of union 
excise duty on machine-made beedis.' 

However, handmade beedis were exempt. 
As suggested by the Tobacco Excise Tariff 
Committee the manufacture of beedis was 
treated as a purely manual operation 
forming a cottage industry which has spread 
to almost every nook and corner of the 
coontry. “A very large labour force which 
has been estimated at about three million, 
including women and children in urban 
areas as well as remote villages have direct 
employment in this industry. Besides, a 
very large number of persons are employed 
indirectly, that is to say, in the cultivation 
and trade ot raw beedi tobacco and 
collection and storage of and trade in tendu 
leaves. It thus helps in reducing 
unemployment and providing additional 
employment to substantial number of under- 
employed persons both directly and 
indirectly. It is generally accepted that in 
the present stage of development of the 
country there is a great need to encourage 
agro-based, labour-intensive industries. 
Any induced shift from beedi to cigarettes 
would cause a serious disequilibrium in the 
matter of both vertical and otherwise 
production of tobacco besides having 
serious repercussions on the employment 
potential created by the beedi industry.'*^ 
Handmade branded beedis were taxed at 
a low rate of Re 1 per thousand but the 
unbranded handmade beedis continued to 
have full exemption from the product stage 
duty. 

The Additional Duties of Excise Act 
1957 was enacted to levy additional excise 
duty on tobacco to replace sales tax 
(AEDILST). This wes over and above the 
basic excise duty to replace the then existing 
sales faxes on the commodity. Over the 


years, the gap between the lower rate ahd 
higher rate of tax on tobacco further 
increased. This Jed to considerable misuse 
of the lower rate. Through the issue of a 
notification in 1959 the government 
assumed powers to exempt some varieties 
used in the manufacture of beedis. In 1973 
smoking mixtures for pipes and cigarettes 
were added to the list of excisable items. 
However, as recommended in the Report 
of the Tobacco Excise Tariff Committee 
(1974), changes were made in the structure 
and some progressivity was introduced. By 
the end of 1975, tobacco and the eritire 
range of products manufactured out of 
tobacco came under the excise net In 1977, 
the rate of excise duty on handmade branded 
beedis was increased from Re 1 to Rs 2 
per thousand. The rates of basic and 
additional excise duty in existence at that 
time for 1,000 beedi.s were as in Table A,’ 
The Budget of 1979, completely 
exempted unmanufactured tobacco from 
excise duties and thus took out nearly la 
million tobacco growers, curers, small 
dealers and warehouse licencees from the 
excise base resulting in loss of revenue to 
the tune of Rs 121.2 crore. This forced the 
government to raise the rates of tax on ; 
branded beedis as well as on cigarettes. > 
Branded beedis were taxed at Rs 3.60 per 
thousand. The composite manufacturer^ ' 
wd.s made taxable at the same rate. Only 
small manufacturers of unbranded beedis 
were exempt on their clearance up to 60 
lakh unbranded beedis. A 20 per cent ad 
valorem tax was levied on branded 
manufactured hookah tobacco. Unbrartded 


Table A 


Particttliirs 


<i) Beedis in the man«i- 
factttiv of which any 
process has been 
Goiuhicted with the 
aid of machines ^ 
operoed mth or 
without the aid of 
power 

(ii)Otlier beedis (hand¬ 
made beedis) 


Existing New 

Rates Rates 

(Rs) (Rs) 

3.80 Basic 4.60BaSic 
0.80 Ad- 1.00 Ad¬ 
ditional ditionil 

i 

'5 
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hookah tobwCD wM exei^K. A 
provided if thece were fnadufacOited out 
duty paid unmanufactured tobacco, in 
1987. ttw go vemment resorted to a specific 
me of lax on this sector indexing the tax 
burden in proportion to the length 
dimensions of the cigarettes. 

Theevoiution of the tax on tobacco sector 
thus suggests that over the years the tax 
base has been reduced, exemptions have 
been enlarged, the focus has been on raising 
resources'through cigarettes and we have 
switched over from od valorum to 
specific duty. In addition, various slabs 
have been introduced for different grades 
of cigarettes', there were five slabs during 
l987‘-$9'but were increased to six in March 
1989. As of today the rate structure of the 
tmlon excise duties on tobacco is as in 
Table B. 

The Budget 1995*96 has proposed an 
increase in the above rates by 7 per cent. 
(The proposed rates have bran shown in 
the parenthnis in Table B). Also, branded 
unmanufactured tobacco has been brought 
under the tax net. It is proposed to be taxed 
at SO per cent rate. In addition. MODVAT 
scheme has been extended to cut tobacco 
used in the manufacture of cigarettes. 
But the exempted sector is still large and 
the variations according to length also 
continue. 

n 

Aaseaaoieiit of Existing System 

The taxation of tobacco under the union 
excise duties is thus characterised by the 
fallowing features: 

Harrow base: The base of the tax is 
highly eroded. Barring cigarettes, the rest 
Of die industry is virtually exempt. The 
tot^ output of tobacco and beedi (which 
has’ Increased from Rs 2,280 crore in 
1973*74 to Rs 16,850 in 1989-90) 


TaslbB 


9 ) Unmanirfacfuied 

Exempt/ 

Tobaoco 

(50 per cent) 

(8) Cut Tobacco 

Exempt 

aU) Ogofs 

Exempt 

(iv) Oicnoii 

Exempt 

(V) OfiriHos of tobacco 

Exempt 

(vi) Hookabiobooco 

Exempt 

(vil) Beedi 

Partially 

Exempt 

(«iH)Cigafem» 

(duty per 
thousand) 

Plain 

Below 60 mm 

Rb60 

60 mm to 70 mm 

Rt28(V(500) 

raier 

Below 70 mm 

Rs 3708400) 

70 mm to 75 mm 

Rs 7108730) 

75 mm lo 65 mm 

RsBSCWlOOO) 

above 85 mm 

Rsl350 


refMesentliv 63 per oem bf the tolud val^ 
of output of die tobacco aeofor gool 
untaxed. In addition, the exonptkm from 
tax has been granted to idgus, cheroots, 
cigarillos of tobacco and hookah tobacco. 
Ironically, the exempted sector has been 
growing and the taxable sector shrinking 
over the yean. ARhoiqh the Budget 1995-96 
attempts to increase the base by uixing, 
branch unmanufactured tobacco yet the 
rest of the sector is completely exempt. 

Causes cascading: The tevy of tax on 
gross value of the cigarettes at the ex¬ 
factory price causes cascading effects.This 
could be avoided if it is included under 
MODVAT. Over the years the reduction 
in the base and increase in the rates has 
enhanced the cascading phenomenon in 
the economy. 

Pyramiding phenomenon: The effect of 
pyramiding also increases the price of the 
commodity. The consumer, therefore, pays 
much more than the government collecu 
in the form of tax. 

Specific rates of tax: An anomaly anses 
from die levy of specific duty on tobacco 
and tobacco products. As is well known, the 
system of specific tax iacks incomeelasticity 
and efforts have to be made to increase 
revenue every time the government wants 
to have laiger resources. It is, therefore, 
useful to have ad valorem rates of tax. 

Lacks neutrality: At present the tax is 
levied according to the length of the 


btttd 

diffiemwliftl IS non^noitrftl between diffbiem 
compofmins of the mme etmunoxltty* Ncm« 
neutrality is further accentuated by )ar|e 
exemptions especially of the sobstitutee. 
More important, it is easential to note that 
the structure of the industry ia such that 
the different companies have unequal shares 
of the market for difieient segments. Any 
tax variation according to segments creates 
problems for the industry as a whole. This 
creates a built-in bias for one as against 
another causing lobbying for favours. This 
is undesirable and unhealthy for the 
industry. 

High tax rates: The total incidence of the 
tax on cigarettes is considerably high due 
to the narrow base of the union excise 
duties. With the ever fhcreasing demand 
of the government for larger resources the 
tax rate is raised almost every time. In the 
context of the globalisation of the economy 
the overall incidence ot the tax needs to 
be rationalised to enable the industry to 
face the competition and allow it to have 
level playing field. 

inelastic demand: In general the estimates 
of price elasticity of demand suggest that 
it IS inelastic and not a homogeneous 
commodity; the different segments of 
cigarettes have different coefficients of 
demand. The details of consumption 
(Table I), average pack price (Table 2) 
and volume of sales for different 


Table- I Consumftion of cioarettbs 

(in milium nos) 


YEAR 

INDVOL 

APP 

RELAPP 

REALINC 

1968 

4958.40 

040 

0.0125 

2297,34 

1969 

5018.20 

044 

0.0133 

2361 84 

1970 

5259.30 

0.48 

00138 

2355 62 

1971 

5328 10 

0.55 

00149 

2240.51 

1972 

5001.30 

0 59 

0.0145 

201948 

1973 

5401.70 

065 

0.0133 

1762 50 

1974 

5044.00 

084 

0.0137 

1425.79 

1975 

S0S2.40 

0.91 

Q.0I5I 

1580.02 

1976 

5651.70 

0.91 

0.0147 

1560.02 

1977 

5797.90 

0.95 

0.0146 

1597.38 

1978 

6234.10 

099 

0.0153 

1686.69 

1979 

6670.10 

1.07 

0.0141 

1354.43 

1980 

6551.00 

1.17 

0.0130 

1231.20 

1981 

7552.60 

1.23 

0.0123 

1171.40 

1982 

7423.10 

1.34 

0.0128 

1141.12 

1^83 

7272.40 

1.50 

0.0133 

1146.29 

1984 

8006.90 

1.57 

0.0131 

1114.14 

1985 

6867.80 

2.00 

0.0159 

1108.65 

1986 

6754.50 

2.31 

0i)l74 

1086.98 

1987 

640IJ0 

299 

0,0208 

J043.08 

1988 

668750 

3.14 

0.0203 

107733 

1989 

6961.70 

3.56 

0.0215 

1058.54 

1990 

7175.20 

4.00 

0.0219 

1009.63 

1991 

7142.30 

4.85 

0.0234 

897.04 

1992 

6735.50 

5.86 

0.0256 

821.29 

1993 

6565.20 

6J2 

QM5$ 

773.32 


Notes: IfiiDVOL’ Annual comunipikmofcigaiiBtlm in pocks offm;lt^liiAFP: Average 
(RsyWH; REALINC; NNm!! in exmsiantprices ( im-%\ prices. R«m 
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(Tabk )) explain 
the phemrnicniMi. To have a neutral and 
eilictbit tax syxicni the (ax rate should not 
aflci;! the chenee between dillercm segmemx 
ami between stiMitutcx of eigarcitcs. As 
pointed out cogently by AshoJc Desai such 
a differential lax treatment ol cigarettes 
•‘have had two cftects on lobacco 
cultivation. Firsii. they have favoured the 
cohtvatton of cheap tobacco (or hcedts 
whichcanmit hccxporiaJ. Second, within 
cigarcricsthey have lavourcd the cultivation 
ol cheap lobacco with a p« ku export market” 
(Desai 19931. In addition, ilurscgmcm based 
lux policy has given rise to lobbying by 
the large tiidusinalisis generally aguirisi 
<me another This is uii unhealthy trend. It 
IS. (hcreforc. important (o have a neutral 
tax policy lor the whole lobacco sector 
especially between vanous types ol 
cigarettes. 

Ill 

Administration of Union Excise 
Duty on Tobacco 

The administration ol union excise duties 
in India mainly follows the sell-removal 
procedure. Hciwevcr iwo commodities, 
VI/, lobacc<» and maiclies are unde.** the 
physical contiol system. Under this system 
there arc resirictit)ns lecaiding innings of 
clearance as well us (he requirement of 
prior intiinution of clcar.uicc (o exci.se 
VDiccrs. In (he context ol tiherali.sation. 
I^ese control are iioi Ji alt juslilied 
Even the tax rctonns Ltoniniiice has 
recommended collection ol union 
exci.se duties through banderols, as done 
in many of the countries |Government o( 
India 19921. 

Df.(‘LAHATIVn OhI.UiA'«10N.S 

The administration of union exci.%c duties 
requires umpteen d<M:umcmury obligations. 
Unlike the administration of such systems 
in^ither countries where the obligations arc 
minimal In India, these arc more than 
required. The siruciure <il industry of 
cigarettes is .such (hat each ol its numerous 
depannumts. i.s ircutcd mdcpciideiuly. and 
separate documcius have to be subniiiicd 
to the excise department. For example, the 
processing of tobacco* the manulacturc of 
cigarettes and packing ol cigarettes arc 
three separate departments: each one has 
separate accounting and declarative 
ohiigatiims. A blend card is to be prepared 
separately tor each grade. It has to be 
suhniiM^ the excise department every 
day. To add to the difll|g|dlics, this card 
has to be submitted stately for each 
grade. AHer Mending, bins arc counted for 
each Mend and u slip called internal challah 
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IS prepared for every of eight hot#m. 
in addition, there arc viirtiitis other 
doi^imcnts .such as (i) statements relating 
to duty paid on cut tobaCcci.^ tii) leaf 
reports, (iii) statement relating to waste, 
and Ovi transfer slips which have to be 
prepared tor relevant sections and 
submitted it> ihc excise department. The 
nianuluetiircr of cigarettes is al.so required 
to tulfil the other obligations prescribed 
lor iho.se falling under I he purview ol 
MODVA7. Ii IS thus necessary to submit 
declaration regarding use ol input and 
mauulacitiic of outputs. The manufactiiier 
IS granted a credit lor tax on inputs 


(such as paper hoard) providod there' Is 
evidence of either a gore pass iOP*'!) or 
a Form AR-1 or a hill of etury. Oate pass 
<GP I > - is uKcd by (he msinufaciiKcr 
for removal of gcNids from the facitiHry 
oh puynicnt of duty atter due iniirnatkm 
to the authorities of itie union exeiiMi 
department. 

Ac’txMJsrnNO OiitJOAitONS 

The accounting obligations of (he 
munufacturcr include mainiuining (wo sets 
of accounts, vi/. Form Rj 23A and Pcrsttnal 
Ledger Acemint. The manufaettifOf who 
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A\o Avi kAiii- Pack. Pku j 


YEAR 

PfTON 

APP 

RPCriNC 

TRNI) 

l%K 


0 40 

44.35 

0 


*a.Kb 

0 44 

44 65 

1 

IWJ 

97.21 

0 48 

4.3 54 

2 

1^)7) 

9b IK 

0 5.S 

40 44 
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hioetm Inputa in te 4 Mct of wiiich'he taktt 
‘ cicdit of daly paid is required to nuinMio 
«n account of the inputs received add used 
(Pom RO 23A Ftot I) in an entry book of 
duly credit (Fbim RB 23A Part II). The latter 
give pardculan of the cleannce documentt 
under which credit is taken and utilised. It 
isaninningaccottnt and indicales the balance 
of credit availaUe at any given point of time. 
Tlie niles require that RGl be maintained 
~"aeparaiely for each brand of cigarettes. 

PerSfmat Ledger Account: The main 
prhiciide of maintaining this account is that 
the di^js paid before the goods are cleared. 

' When money is deposited in government 
account, credit is tAen and debit is made 
ki the Petsonal Ledger Account. 

Afon/Afy Return; In addition to the above 
declreative and accounting obligations, the 
manufacturer is required to submita monthly 
return totbe superintendent of cemral excise. 

In addition to the above complicated 
precedutes, there are five appendices. A to 
E, prescribed for cigarette manufacturers. 
All these are complicated and unnecessary. 

. ft is, therefore, important that the procedures 
mentioned above are simpiified and the 
physical control is replac^ by the self- 
removal procedure. 

IV 

Policy Imperatives for 
lUrtionalisation 

Recent studies to test a model of rational 
eddiction using the consumptioodata from 
US suggest that due to the impact of 
addiction, the demand would not be affected 
immediately and it may be possible for the 
government to increase revenue in the short 
ran but the same would not be true in the 
Mag ran where it would be difficult to 
achieve the same growth [Becker and 
Murphy 1988; Becker, Grossman and 
Murphy 1994]. In the Indian context, 
however, studies so far attempted indicate 
that the denumd for cigarettes is highly 
price sensitive [Oholakia 1994]. This 
suggests that an increase in tax rate would 
adversely affect the demand and hence the 
revenue from the tax would also decline. 
Ftndier considering different segments as 
different commodities, we get different 
results. Based on such empirical results 
and the assessment of the present structure 
given above, we recommend below the 
necessary reforms in taxation of tobacco 
sector. 

nrst, the present system of taxation 
exempts a m^or segment of the output 
of the tobacco sector. This resuiu in 
taefTicient resource allocation and lacks 
neutrality. The total output of tobacco and 
bidi which has increased from 2,280 crave 
in 1973-74 to 16.850 in 1989-90 accoiding 




to die Aimual Siaitey ef tudutoUs gofo 
untaxed. This accounts for 63 per cent of 
the total production of tcfoacco sector^ In 
addition, the other exempts, as already 
enumerated above also tat imo the base of 
the ux. All these exemptioM account for 
approximately 80 per cent of the base. In 
addition an important fact is that the 
exempted sector is growing over the yean 
and the taxable component of the sector is 
shrinking over time. It is. therefore, 
essential to have a broad based, neutral and 
simple tax structure. The budget 1995-96 
has made good begiiming by proposing a 
tax at the rate of SO per cent on branded 
unmanufactured tobacco! It would be a 
step in the right direction to bring the whole 
of the tobacco sector under tax net. This 
would make the tax system as general as 
possible. 


SbMiiidfy.ftlaiiiviort^ 
a tystem of Vat (he wbnceo sector es 

a whole. As suggested in the Tax Refornit 
Committee and further reiterated in other 
studies VAT could be an Hnportant 
improvement for rationalising the tax 
stractmv. A study of the NIPPP on Reform 
of Domestic Trade Taxes in indie has atoo 
stated that the ‘‘extension of MODVAT to 
tobacco products may not present tutg 
problem”. To meke a beginning towards 
this wesuggest the imroduction of asystem 
of VAT texation. The experience of VAT 
in more than 70 countries, as shown in a 
recent study by the author on V AT (1993), 
suggests that to have an effective system 
of V.AT the base need to be as broad as 
practicable, ft is, therefore, high time that 
we introduce VAT for tobacco on an 
enlarged tax base. 
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TKifdly, id bipglii with* a SO per cent tut 
Wilamia tax, ax prppoied m the budget 
1995*96 for branded iifimanufactured 
tbbaccu, be levied on all the items of tobacco 
(such asunbimided uninmmfactuiedtobaix^ 
cut tobacco, cigars, cheroots, cigarillos of 
tobacco, hookah tobacco, and beedi). This 
would generate substantia! revenue for 
the exchequer from the existing untaxed 
sector. 

Pbufthly. in addition to having VAT on 
all the inputs and products of tobacco it 
would be significant to use tobacco as a 
base for sumptuary taxation. As followed 
in almost all countries, sumptuary taxes 
could be levied on tobacco and its products. 
With this objective in view, to begin with 
we should have a special excise (in the 
nature of sumptuary taxes) on cigarette. As 
these special excises would be in addition 
to the proposed qd valorem tax on all 
tobacco products including cigarettes the 
rate of sumptuary tax should be 
synchronised to not to have any adverse 
effectson the industry. Also, the sumptuary 
taxes will not have the benefit of setting 
off of the VAT already paid. 

Fifthly, the tax rate should be ad valorem 
as agamst specific rate being levied at present. 
As stated by the Tax Reforms Committee 
*1he advantages of having ad valorem duties 
far outweigh the admini-strative benefiu; 
derived by switching over to specific duties. 
In a system of comprehensive taxation with 
a wide coverage of MODVAT. it would be 
necessary to have by and large only ad 
valorem duties in ord^ to ensure a rational 
system of taxation." Also, qnder all 
circumstances this should be a one-rate 
structure for taxed items such as cigarettes 
or cigars. We must stop the system of specific 
taxes which generate non-neutrality between 
different segments and create unhealthy 
competition among the various firms of the 
industry. 

Finally, the administrative system needs 
to be reformed. As we have explained the 
system of self-removal procedure has 
already been adopted for all the 
commodities except for cigarettes and 
matches, it is hightime that we introduce 
SRP in cigarettes (as well as matches): In 
addition the accounting obligations as well 
as declarative obligations need to be 
thoroughly simplified. 


SuMinairy of Conclosiona 

The Bu^t 1993-96 is more an attempt 
at consolidating the reforms undertaken 
during the last fotir years rather than 
suggesting new reforms. However, the 
reforms undertaken in this budget 
suggests that dm effort of the government 


to raise taxes In aii trrationa) manner 
from the tobacco sector which yields one- 
tenth of the revenue, is not commendable. 

An analysis of the evolution of tax on 
tobacco suggests that commencing from a 
very broad base we have over the years 
reduced the base considerably. We now 
collect most of the revenue from a reduced 
base. In addition, the incidence of the tax 
is high, the rates are specific and non¬ 
neutral among the products as well as firms 
of the industry. 

We suggest that VAT be introduced on 
all components of tobacco. In addition, 
we levy a special excise duty in the 
nature of sumptuary taxation on cigarettes. 
The proposed reforms would be a step 
forward towards rationalising the existing 
structure of the union excise duties on 
tobacco. It would broaden the tax base by 
eliminating exemptions. It would also 
rationalise the rates of tax and lead us 
towards the adoption of the principles of 
VAT. For the government it would raise 
additional resources to reduce the fiscal 
deficit and for the industry it would be 
efficient and neutral between the products 
and different firms of the industry. Also, 
from the point of consumer it would be 
optimum. 

In addition, as reiterated time and again, 
VAT should be extended both at the 
centre and at the state levels. As the 
finance ministers' conference on May 27 
1994, opined that to have the coverage at 
both these levels, the items falling under 
the additional excise duties in lieu of sales 
tax (AEDILST) are the most appropriate 
base. The centre could usefully apply VAT 
from manufacturing to the retail level on 
these commodities to demonstrate to the 
states as to how to implement the VAT. 
By resorting to VAT and ad valorem 
sumptuary taxes at a single rate the 
proposed structure would be a further 
step towards rationalising the structure of 
union excise duties on tobacco which 
yields approximately one-tenth of the total. 
It would broaden the base by eliminating 
exemptions. It would also rationali.Hc the 
rates of tax and lead us towards the 
principles of VAT. From the point of 
revenue it would raise additional resources 
for the govemment. 

Finally and more importantly, the 
archaic procedure of physical control 
needs to be revisited. It is extremely 
important that we introduce rational 
administrative procedures to allow the 
honest taxpayers to have less compliance 
costs. 


Nates 

I Beedi industry in Indiii is about lOO^year-old. 
Beedis are made by foiling specially prepared 


tobacco flakes in a imtSfet. butt 

giving a conical shape comipieid 
at the end, paitialty closed at the flai^and and 
tied with pieces of cotton thread or a paper 
band. It is typically iiidiaalnin*i|id)|aill^ 
in other countries too. 

2 Government of India, Interim tteptm ef 
the Tobacco Excise Tariff Comndttee^ 
Ministry of Finance. New Delhi, pm 44, 
quoted as Annexare I of the Governn^ of 
India (1974). Final Refiort of Ike fubaaca 
Excise Tariff Committee, Vol I. New Ddhi, 
p 418A. 

3 Government of India (1974), Ibid, p4|gA. 

4 A manufaciurer producing both the branded 
and the unbrnnded beedis is tertned as 
composite manufaciurer. 

5 Curiously enough, the cut tobacco duty which 
was originally levied as a statistical levy has 
now been mode a source of revenue. Gntil 
two years back it was just Re 0.10 per kg. 
It has now been raised lo Rs SO per kg. The 
duty has to be paid in advance on day to day 
basis. 
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MSCUSSION ____ 


Fasdsm^ Democratic Ri^ts and tiie State 

Rohini P Hensmaii 


THEdebate between Sumama Banerjec' and 
K ilaii^opaJ^ rai^iea important issues of 
pnacipie and strategy, but the terms of the 
debate are ho confused that we are left 
wondering wluit we are expected to do in 
a real concrete situation, and what principles 
should guide our actions. Sumanva Bancrjcc’s 
cal! for *ct)ercive measures', against the 
Sangh parivar and the withdrawal ot 
'democnitic tolerance' Ironi it leaves him 
Open to Balagopal's inierpretution that he 
is arguing for the use of extra-legal 
repressive measures, though from my 
reading of the whole article. I undersi(K>d 
him to he calling lor pressure to implement 
the normal laws tnot TAD A) uguinsi the 
Sangh pahvar, instead ot allowing a 
cammunalised executive and judiciary to 
appease and encourage them at every stage, 
ff 0alagOpal's argument is chat we cannot 
ettciorHe the use ol arbitrary detention, torture 
or extrajudicial killing against anyone, then 
ha is surely correct: these practices degrade 
imd dehumanise anyone who engages in 
them, and tuiy society which endorses them. 
Indeed, I would add 'judicial killing’ to the 
list: to give any person, group or institution 
Ihe power of life and death over anyone else 
JK to legitimise an inherently authoritarian 
^ and dictatorial relationship. 

However. Balagopal's article completely 
fails to come to grips with the concrete 
KitualHin which the earlier article tncs to 
tackle - u situation which has already faced 
some of us with agonising decisions. What 
do we ik> if a blood-thirsty mob is uhoul to 
attack us or our neighbours, raping, killing 
and burning? Everyone agrees ^at wc have 
the right to use force to defend ourselves or 
our neighbours in such a situation. But what 
if we arc unarmed and incapable of stopping 
t^ mob ^Hirsclvcs? Do we cat) on tlic army 
for protection, or do we allow ourselves or 
our neighbours to be butchered? One ot my 
clearest childhood memories is of being in 
this nightmare sttutUion. and there is no 
doubt in my mind that for the bcleagnered 
communHy at the receiving end of the 
violence, mty source of succour is welcome. 
In auch circumstances, surely the only 
conaideratfon would be a pragmatic one. 
Oiitidly: is the army really going to help? 
Or Has it< too, benmne so communaJised that 
its preieiice will only make matters worse? 
In the case ot the umi-MusItm pogroms in 
Bombay in 1993, the general con.s(mHUH 
aaems to he Uiat the army, though amnnunal, 
was much less so than the Bumhuy police, 
and therefom its presence did lead to an 
abatement of the violence; hud it been called 


in earlier and allowed to act independently 
of the police, perhaps many more lives would 
have been saved. 

Yet, if wc demand that the army be .sent 
in to protect a community which is being 
massacred, would we be negating the 
democratic rights of the aggressors and 
legitimising the indiscriminate use of force 
by the .state in the future? 

First, we should be clear that no one asks 
lor our permission before unleashing stale 
violence against tho.se who have been 
classified as enemies, state violence has 
existed and will continue to exist so long 
as the state itself is in existence, regaidlcss 
of whether wc demand .state protection lor 
minority communities or not. So what is 
important trom our point ot view is that we 
should be consistent and avoid double 
standards: that we should not call on the state 
to do in one situation what we castigate it 
tor doing in another. Tlicrc would indeed 
be a contradiction if wc condone the torture 
and killing of people in army custody; even 
if they happen to be right-wing activi.sts who 
are them.scives guilty of ma.ss murder, they 
still have human rights, and if wc fail to 
rccogni.se these, we are in danger of sinking 
to then level. But if people arc being 
massacred and we demand that the army 
stop the massacre because we arc unable to 
stop It ourselves, what democratic rights are 
wc negating? The dcmocruiic’ right to kill, 
rape, loot and burn? Do wc have to fight 
for the 'democratic’ right to oppress? 

What this example illustrates in a dramatic 
formisthat 'democratic rights' inabottrgeois 
society do not necessarily have an eternal 
and self-evident value. In a more mundane 
form, these rights are contested all the time 
Every advance of the trade union movement 
can he seen - and is seen by many 
employers - a.s curbing the democratic rights 
of employers: the right to hire and fire, to 
determine employment and working 
conditions unilaterally, to close down or 
shift an emcrprisc at will: 'rights’ which go 
along with the right to own and control 
private property, which is the bedrock of 
bourgeois society. The womcn'.s liberation 
movement makes similar assaults on 
variAu.s dcmocrniic’ nghts: fcH' example, 
the demand that domestic violence against 
women and children should be furcated a.v a 
crime not only aiiucks the nghi of a man 
to do as he plea.sex in the privacy at his owfi 
iKimc. but actually puts pressure on the litate 
to enlomc the denial of this right. State 
action to outlaw untouchobility can be and 
has heen seen as an interference with Ihe 


freedom of reUgkm, and the maiutive nots 
which have erupted over the busue of 
afBnnaii ve action for scheduled umeK bear 
witness to the sense of outrage with which 
the upper castes view what they consider to 
be a denial of their democratic rights. And 
so it goes on. 

This is not the place to go into the 
theoretical debate on the state, which already 
fills several books if not bookshelves. 
However, a moment' s reflection on our own 
experience casts doubt on the conception of 
'the state* as a monolithic bloc: either an 
instrument which can be manipulated by any 
class or fraction which gains control over 
It. ora .subject with its t>wn unified will. This 
conception cannot explain contradictions 
uithhi the state, the fact that sometimes 'it* 
can violate the rights ol workers, women, 
dal its or minorities while at other times 
upholding them; even the .same institution, 
lor example the judictaiy. cun on different 
occasions give diametrically opposed 
judgments. Indeed, the very existence of 
civil rights groups within the country is 
lesiiiTiony to this complexity: it would he 
pointless having such groups if there were 
no hope that the rights they fight for could 
in some way be recognised by the state. 

In fact. It makes more sense to regard the 
state, like capital itselL as an embodiment 
of a relationship between clas.ses and class 
fractions rather than a ‘thtng’:' the 
contradictions can then be explained as the 
expression ol conflicts between different 
(ructions of the ruling class as well as 
struggles between oppressors and oppressed 
groups.*' It is true that the relationship of 
domination and .subordination between ruling 
class and working masses is insenbed in the 
material structure of the .state, which i.s why 
the strategy of taking over .state power cannot 
result in radical .social tran.sformation; but 
at the same time the particular balance of 
I'orccs within that relationship makes a crucial 
difference to the ability of oppressed strata 
lo struggle effectively. To take an obvious 
example, the legal protection of workers 
from dismissal for engaging in trade union 
activities may not prevent employers from 
curryipg out such victimisations, but 
workers covered by these protective laws 
arc certainly in a stronger position when 
fighting back than those who are not. 
Likewise, a .state which recognises the equal 
rights of minorities is very different from 
one which doc.s not. To ignore these 
dilferences on the grtvunds that bourgeoi.s 
democracy ami :.isci.Hm are both tonm of 
bourgeois rule would be lunatic, and for 
some of us sutcidal. But if we are lo prevent 
the takeover of the state by totalitanan forces, 
wc have to be very ctear ctemdcOKIIc 
rights we uphold: the right to freedom from 
exploitation and oppression hut not the righi 
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W md oppim. right to cotiuol 
one'it own litc, tout not the riglu U) tiominate 
coixrol c»tliers».. 

When it cotnes to freedom of expression, 
however, the lines are not so easy to draw. 
The freedom to express criticism and dissent 
in public is caiciat if wc are to a V4)id hea>ming 
u repressive and totalitarian society. But 
does that n^an wc should uphold the right 
or tlH* Shiv Sena, lor example, to pour out, 
day after day, tics, hate-propaganda and 
incitement to violence again,s( nimortiy 
communittes through their paper Saamna ! 
This is not an academic question, because 
the Bombay High Court upheld its right to 
do so in a judgment which echoed the very 
serttiments pubit.shcd in (he paper, and (he 
Supreme Court .subsequently dismissed an 
appeal again.st the judgment. Arc those ol 
us who are outraged by this decision guilty 
of wishing to violate anyone’s democratic 
rights/ 

I am not the only woman who is reminded 
of the debate over pornography. Various 
people, including some liberal Icmimsl^. 
uphold the right to produce and disseminate 
(Xirnography tn the name of freedom of 
cxfiression. Others Iccl that the |X)rtrayal oi 
objcclilied. humiliated and violated women 
and ctiiidren is not only an encouragement 
to sadistic violence, but is also in itself an 
a.ssaull on (he dignity and humanity of women 
and children Anyone who has cx|ierienccd 
sexLSt. racial or communal abuse, even if 
only in a verbal torm. will understand how 
hurtful, degrading and dehumanising it can 
be. People systematically sub|ccicd to such 
abuse may end up leaving homes or jobs or 
even committing .suicide if they can lind no 
^Xher way to c.scape n If the emotional and 
p.sychoJogical effects of verbal abuse can be 
so damaging, shouldn’t it. too. be regarded 
as a form of oppression? 

However, the damage is not merely 
psychological A crucial element in tasci.si 
pogroms against a minority community 
a propaganda campaign casting the victims 
in the role of villains: this technique was 
used tt' devastating effect in Nazi Germany, 
where a |iopulation which had been exposed 
to sysiemutu anti-Semitic propaganda 
allowed mill ions of Jews lo be exterminated. 
'Fhc same strategy has been used by lascisis 
tn India, For example, there is nn d(»ubt that 
the communal propaganda in Saamna 
whipped up the frenzy which led lo the 1993 
pogrom in Bombay. IPS officer Vibhuii Rai 
cites another ca.se where local newspapers 
published a completely fabricated report 
that all Hindu patients tn the* hospital 
atuchud lo Aligarh Muslim University had 
hiBen kdlcd, thereby sparking ol I runs in and 
around Aligarh.,*' When Bal Thackeray, tike 
his mlc-modcl Adolf Hiller, calls lor the 
extermiivitkin ol an enure community, i.s he 
mensly exercising hi.s rij^i to freedom oi 
e^pfcssicWt? Even Maui Ratnam’s Him 


Utmbay, superficially an innocent cal! for 
communal harmony^ ))ropagates i}ie same, 
myth of the victim as aggressor; it distorts 
the events of one pogrom in a manner which 
enable.s the majtiruy community in present- 
day India, like (he majority community in 
Nazi Germany, lo contemplate atrocities 
against a minority without any discomfort 
to Its conscience Do wc have lo tolerate the 
propaganda build-iip to more bloodbaths in 
the name ol dcmoeralic rights’? An 
individual’s life can be ruined by libel, and 
there are laws lo protect him or her from 
that: shoukiif i a commtintly or other group 
of people be entitled lo the same protection? 

Of course there are dangers in allowing 
a bourgeois |iidicial sy.siem to implement 
and c.spccially to lornmiale .such laws. Libel 
laws I'tavc been used lo bankrupt voluntary 
organisations exposing the anli-Ubour 
policies ol companies. Laws again.st the abuse 
td religious communities can be used lo 
crush dissent and criticism, for example ol 
practices oppressive lo women within u 
community Pornography laws can he used 
to clump down on sex education or lesbian 
and gay an and literature. And .so on and 
so lorih There arc no easy solutions to this 
piohlem. hill ihe di fficulties should not make 
us shy away Irom the responsibility lo protect 
the vulnerable Irom this kind of violence too 

As in Ihe case of protecting people Irom 
physical violence and oppression, »hcre is 
a poini in Hying lo leverse the com- 
inunalisaiion of the judiciary which has taken 
place msiead of simply allowing blatantly 
communal iudgments to pass unchallenged. 
Wc need noi ask lor additional legtslalion. 
there arc exsiting laws which arc quite 
adequate lor the purpose, and all we need 
dcinantf is that they should he iinplemcntcd. 
If a massive fine were imposed on newspapers 
and political organisations for every libellous 
slalemeiit and mcilemcni lo violence made 
by them in prim or tn public, they would 
soon be hankrupicd unless they cleaned up 
iheir act. Ol course, the same laws can very 
well be used against us; but ii would be naive 
in (he extreme lo think lhai we can prevent 
this Irom happening by championing 
lieedom ol expression’ lor fascists All wc 
can do is to make vurc that ivc arcfiot being 
inconsisieiil: ihai, for example, whatever wc 
may publish expo’^mg oppression by rural 
employers, repression by slate security loacs. 
or unfair labour practices on tha part of 
industrial employers is qiialiuitivelyiiiffcrw 
from nglit-wing communal propagabdii. 

The right to organi.se and act polifically 
is uKso essenlial i! we are to avoid political 
auihorilananism. Bui do pctrptc have a 
•democratic right to organise ptigromii, or 
the demolition ol places ot worship’" Isn’t 
support lor such rights ol some people a 
denial i^f the lights of, others? If we are 
talking about an mdividaal serial killer, ii 
sounds aKsurd toafgue lor his. tght to acquire 


ncki victiin: toot isto't it equally tibsitni io 
argue for this ‘right* whtoit neriai kfOer 
is an organimian f Shouldn*! we raftoer toe 
asking why the murderers arc kt lodsh tto 
create more havoc When th^ sbouid be 
behind bars for previous imtnltorii? ’ 

Of course, an organi.satjon which is known 
to he guilty of mas.s murder cannot be put 
behind bars quite so easily as a serial killer 
whose guilt has been proved. But this does 
not ab.solvc the .state of the ftospohsibility 
to prevent the guilty from wreaking moit 
havoc and claiming further victims. This, 
again, is not an academic question The 
campaign which led to the violence and 
biot^shed of 1992-93 is on again, and will 
pick up momentum as the Lok Satoha 
elections apprcch."' Are wc going to allow 
an e.scalation of violence and bloodhshed in 
the name tif democratic rights’^ And if not. 
what .should our strategy be to prevent it? 
Here, once again, wc do not need to advocate 
arbitiary authority for the stale, but we do 
need to insist that normal laws are enforced 
in order to prevent eommunalists fmm 
engaging in murder and mayhem, since, for 
the moment at least, we arc not in u position 
to do so ourselves. To refrain from making 
this demand, 1 Icel. is to become passive 
accomplices in the crimes committed by 
communal organi.saiions, and to uphold the 
Tight’ ot the oppressors to oppress against 
the right of the oppressed to freethim from 
vipprcssion. 

Howcvei. I get the feeling that an 
underlying anxiety in both articles is that 
if wc ask the state to protect citizens from 
the violence ol the Sangh parivar. wc wilt 
(hen have no basis to protest if the state 
uses force to oppose the armed violence of 
left-wing groups. Sumania Bunerjee says 
(he goals of the violence arc different, the 
first being for the uncon.stitutional goal of 
u theocratic state, the .second for the 
consiitutional goal ot' socialism. This sounds 
tike an argument that the end justifies the 
means, and seems to me quite weak. There 
would be no inconsi.stcney in arguing that 
members of armed lelt-wing groups shtnild 
not be tortured or killed, and .should he given 
a fair trial if apprehended, hut ii doesn't 
tollow that wc have to uphold their 
’democratic' right to violate the dcnuicratic 
and human rights of others, lor example by 
terrorising and kitling candidates and voters 
i n order to enforce the boycott of an election. 
If such parties come to power, whatguaninlee 
do we have that they will be any better than 
what we have at present - or. indeed, that 
they will not be worse? None whatsoei^. 
to judge by pastexpcncnces of similar 
which have taken power. We have 
reas4in lo doubt that orgam.satiotis y^ch iiiie 
imemaMy sa uuihimtariaii. and mi ^totciHty 
sectarian towards ciutstckrs^ witt getqpocl 
thcdcmocraiic rights 
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: Ab Biifltfoptf tightly tngggi^. ituBMeg to 
.lifcft i flnesh look at Che 'so^aUim* 4iey 
eMm to be righting for. 

Unfoituoately, however^ fie rather care* 
teiily forgeta to take die |ioor baby out 
befere throwing awi^ the badiwatcTw when 
he that "the total failureof thecommimist 
pnyect-^the attempt to put Marx’s ideas 
into pfMice **- is evidetir. If he is referring 
to the integration of former 'communist’ 
atittes mm n ciqiimust 

die idea duu they were trying to put Marx’s 
ideas into practice is ludicrous, since Marx’s 
notion of communism implied the withering 
away of die state ** the very oiHiosite of what 
hap^neti in these countries. With hindsight 
h is intich clearer that the revolutions in 
Russia and China could not go beyond 
capitaiist relations of production at a time 
when in the world as a whole, rural and 
Urban wage-earning strata were not yet 
plidominant; they could constitute the basis 
ftir a communist movement, but were very 
far from b^ing in a position to carry out a 
communist transformation of society. 

The statement about the failure of Che 
^communist project’ is also a denial of the 
existence of those of us whom we might call 
*aiiaicbo-communi$ts*, who believed 
that the authoritarian practices of so-called 
'communist’ states and parties had anything 
10 do withourcommunist project. Beginning 
with a rejection of Stalinism, some of us 
went on to a critique of the Leninist 
conception of the party, with its faulty notion 
of consciousness and inherently auth^tarian 
(so-called . 'democratic centralist*) 
organisation, as well as the statist conception 
of revolution, whether the seizure of power 
IS seen as taking place through elections or 
insurrection. Even Marx was not spared, for 
his male chauvinism and Eurocentrism 
among other things, both of which distort 
Ms .revoluttonary perspective. It must be 
siot^i however, that we saw this wide- 
rangtng critique of various left-wing 
doctrines not as an abandonment of 
communism bUt, on the contrary, as an 
attempt to build a genuine communist 
plaiform, 

iMChougb we did not predict the manner 
of the Soviet Union's collapse, we never 
dmmied that it wohU collapse, and our 
Inlernitionailst perspective was confirmed 
ipdier than weakenmi when it happened. 
Most of these debates were not published 
ai^here but only took place iniemally, so 
they probably had little impact outside our 
small dretr, if I refer to them now, it is not 
In airier to exaggeratethe importance of our 
Obsoim little group, but to set the record 
smdghthy temiiidiiigpeopleof our extstencc. 
My concern is to rescue the baby before it 
get irretrievably lost in the sewers of ex- 
socialist confosion, and to affirm that far 
ftom having failetL the commumst project * 
k worldwide commonwealth in which the 
fim devefopmmit of eadi is the condhidn 
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for foe iiim devdopmem of 4^^ 
endearing community in wM^ people win 
connribtne according to their ability and 
receive according to their need * is more 
feasible in the globalised Worid of today 
than it has ever been before. We do not 
abandon the language of democratic rights 
just because the US and other states have 
committed every conceivable atrocity in tile 
name of democracy; why, then, should we 
abandon the language of communism just 
because various authoritarian states and 
parties have called themsel ves 'communist’ ? 
It would be a tragic irony indeed if the 
communist agenda is junked just when it 
begins to look like a real possibility. 

A genuine communist practice must 
constantly be reinvented if it is to be adequate 
to meet the challenge of a changing reality, 
and a communist movement which embodies 
such a practice is essential if we are to fight 
the growing threat of fascism today. 
Ideological struggle for an alternative ethic 
of love and generosity is certainly crucial, 
but our utopia would be seriously flawed if 
it ignores the moral imperative for us to 
protect our more vulnerable brothers and 
sisters from oppression and violence at all 
limes, and weeannotdo this without exposing 
and attacking the communalisation of the 
state. According to Vthhuti Rai, "at a training 
course for probationers (,i]t was the 
unanimous opinion of all senior officials 
present that no communal riot in India can 
last for more than 24 hours without the 
consent of the state”, and he describes a 
gniesomecasei n which the Provincial Armed 
Constabulary in Meerut carried out a mass 
killing of Muslims in cold blood during a 
riot without, so far, being prosecuted for it.^ 
In other words, what we are talking about 
is opposing state complicity in communal 
violence; what is requir^ is not the extension 
of state powers but the insistence that the 
judiciary should uphold the law instead of 
allowing it to be disregarded totally by the 
far right, and that the security forces should 
be accountable under the law instead of 
being able to encourage and participate in 
pogroms. 

In fact, dragging the notion of "democratic 
rights’ into this argument is a red herring. 
What has to be opposed is not anyone's 
democratic rights, but the collusion of 
communalised elements in the state with 
right-wing groups engaged in aggression 
against minority communities; what has to 
be defended is not some timeless abstract 
principle but living human beings who are 
being threatened by that aggression. We 
cannot defend democracy by allowing 
those people to be sacrificed: whatever 
'democracy’ is bought at that price will not 
be worth having, b^ause H will consist in 
upholding the rights of some people to 
trample on the rights of otlieis. Tb talk of 
the Sangh parivar's attetnpis lo ofganiae 
commtmal persecution in terms their 


^democifok to do ao. pMatoA foe 
widaapread cOfigiiDo sense notieii in foe 
majority comtminity chat minorillasliaveiio 
right m equal Ueatmem in this country, and 
legidmiaes their oppiessitm: to tame the 
debate in ttose terms is to concede that the 
commimalists have won the kleMogioal 
snuggle light from the very start We may 
argue for a serial kUler’s rl^ht to a fror trial 
and humane conditions of imprisonment, 
but if we pat him cm the b^k for his 
democratic credentials, we are surely 
encouraging him to go on to his next murder. 
We are not creating an ethic of love and 
kindness if we u.se a language which confers 
legitimacy, even respectability, on the 
criminal designs and actions of the saffrem 
brigade, instead of speaking of them with 
the horror and repugnance which they ought 
to inspire; on the contrary, we are reinforcing 
a callous, inhuman culture of hatred and 
violence. 

In other words, both these articles fudge 
the issue by seemingly arguing against or 
in favour of the 'democratic rights* of 
fascists. The same people who argue for 
these rights would not support the 
'democratic rights' of Islamic funda¬ 
mentalists in Pakistan or Bangladesh to 
persecute Hindus; on the contrary they would 
be outraged, and quite rightly too. When you 
identify with those who are being persecuted, 
or are yourself one of them, it is easier to 
see that persecution is a crime. The real issue 
is how to combat the brutalisation of our 
society which allows so many people to 
become active or passive accomplices in 
horrific acts of violence. 

Karima Bennoune has argued convincingly 
that Islamic fundamentalists in Algeria 
would never have grown so powerful had 
their crimes against women, beginning in 
the late 197()s, been appropriately punished; 
it was because the mutilation, torture and 
murder of women were not treated as serious 
crimes, women's human rights were not 
seen as real human rights, that the 
fundamentalists could grow and prosper and 
finally make a bid for state power.** In India, 
one gets the feeling that the human rights 
of minorities are not seen as real human 
rights; how else can one explain the deeply 
disturbing fact that people who participaied 
in the massacres of 1984 and 1992-93 are 
not merely at large, but can stand for 
election, and thousands of people vote for 
them? It is this social perception of crimes 
against minorities not Mng real crimes that 
is reinforced when civil libetties groups and 
others pose the issue of die freedom of 
fascists to persecute minoi^ies in terms of 
thdr 'democratic right’ to do so, instead of 
bmlditigupacKmateof opinion which would 
lead to tMr scxdM ostnicisffl even if the 
fails to prosecute them. 

(^course, state brutahly must be opposed 
in alldicumstaiitoes^buttitod 
condomng persecuttoo and violaiion of 





i%lfts by jppu^ br 

ijt jtnle iKmer. On the contrary^ euch a 
jetfitegyeiicoiin^tiiejpmg^ 
hf state power by cemnuinal clementa. as 
wdl as the degeneration of the moial mid 
ettrical basts of civil society. Not all of us 
aieidiysically and temperainetitally equipped 
to figM the fascists *in the streets*, but all 
of us can ceitainly do something to expose 
and combat the comnuinalisation of the state, 
to struggle against the prevailing 
authoritarian culture which encourages 
uncritical acceptance of communal 
propaganda, and to counteract callous 
indifference or hostility to people of other 
cmnmunities. Above all, we to create 
a positive alternative vision of community 
by building relationships of solidarity, 
friendship and love across traditional barriers. 
There is no cause for complacency or excuse 
for inaction so long as anyone is threatened 
with persecution of any sort, nor can we 
afford to be confused about our principles 
and strategy when lives may depend on our 
ability to think clearly and act decisively. 

Notes 

1 'Songh Parivar and Democratic Rights', 
August €1. 1993. 

2 'Democracy and the Fight Against 
Communalism', EPW, January 7. 1995. 

3 For a more extensive explication of this idea, 
see Nicos Poulantzas, State Power Socialism, 
NLB. London, 1978. E g, "The state is the 
condensation of a relationship of forces between 
classes and class fractions, such as these express 
themselves, in a necessarily specific form, 
within the state itself. In other words, the State 
is through and through constituted-divided by 
class contradictions. Thus, an institution 
destined to reproduce class divisions is not, 
and never can be, a monolithic bloc without 
cracks, whose policy is established, as it were, 
in spite of its own contradictions. Contrary to 
conceptions which treat it as a Thing or a 
Subject, the State is itself divided" (p 132). 
"Law does not only deceive and conc^, and 
nor does it merely repress people by 
compelling or forbidding them to act. It also 
organises and sanctions certain real rtj^his of 
the dominated classes (even though, of course, 
these rights are invested in the dominant 
ideology and are far from corresponding in 
practice to their juridical form); and it has 
inscribed within it the material concessions 
imposed on the dominant classes by popular 
straggk*' (p 84). 

4 In case anyone thinks that by the terms 
'oppressors* and 'oppressed groups* I am 
refeniitg to fixed categ^es, pleaserefer to my 
article 'Struggle against Communalism: 
DdhiingaPoridve Alternative*, KPW, October 
23, 1993, which should preferably be read 
alongside thisartide, since it would be boring 
to repeat here what was said Uiere. I would 
eipe^ly lilre lo reiterate my contention there 
that nationalism is not an dtemative to 
commuiialism. The shameful persecution of 
Bangladeshi in Inda camret tre countered 
naiiOBaHiH; at most they can sty that Inditii 


MusUins should not be harassed on die pretext 
of 'flushing out* Bangladeshis, but they are 
omioottsty silent on the question of whether 
it is legitimate io ill-treat Bangladeshi 
nationals, some of whom may even be 
refligecs fleeing persecution in their own 
country. It becomes difficult toprotestagatnsi 
the ill-treatment of Indian 'illegal 
immigrants' in European countries if Indians 
persecute foreign nationals in their country 
in exactly 'the same way. and speak of them 
in the same insulting terms? 

5 Communalism Cfmbat, February 1995. See 
also Note 6 for another example of this 
technique of making victims out lo be villains. 

6 According to Business Standard, April 14, 
1995, "VHP trains guns at Christians. 
Muslims to woo Dalits": "...the Vishwa 
Hindu Parishad (VHP) yesterday unveiled a 
new prpng of its attack against Muslims and 
Christians - by blaming them entirely for 
the pitght of dalits and backwards in India... 
VHP general secretary Ashok Singhal 
announced himself in favour of reservations 
at a press conlerence while launching a tirade 
against Muslims and Chnstians for reducing 
dalits and Muslims to their current low status 

.. .Asked about disparaging references in Hindu 


req|4mim,lre(MbiiMdieremH^ 

Stnghal saklihe VHFssanis wouldip areimd 
rural areashuer diisyearaudspreadthis verekm 
of history. They would Also tetl villagers that 
the Kashi VishwanaUi temple at Varanasi was 
demolished by cannon fire in acroidance with 
a *fannan ‘ of thoMughal emperor, Aurangneb. 
Singhal announced that the sants had decided, 
afler a recent meedng at Ayodhya, that diey 
would now campaign among the people liiit 
the only way to get a Ram temple constructed 
there was for a Hindotva-oiiented party to 
be elected to power at the centre... He was 
sure that these three mosques (the site at 
Ayodhya and the ones at Varanasi and 
Mathura) would be turned into temples 
through legislation once a Htndutva-bosed 
party was elected ai the centre, he said. To 
bring a Hindutva party to power, the sants 
plan 85 large yatras and 6,000 small ones 
from October 3. to culminate at Ramtek new 
Nagpur on October 20. The senior sants with 
the VHP had divided the country in 85 parts 
(to account for 10 million people each) and 
would lead a yatra each". 

7 Ibid. 

8 'Algerian Women Confront Fundamentetism', 
Mfmddy Review, September 1994. 


Rhetoric of Neo-Liberalism 

K Satyaiusmyana 


K BALAGOPAL (EPW, January 7) in his 
response to Sumanta Baneijee (EPW, August 
21,1993) addresses the issue of democratic 
rights and talks about the failure of the 
communist project simultaneously. 1$ 
Balagopal speaking as a civil rights activist 
(a 1 iberal position) or as a Marxist intellectual ? 
It is not clear overtly because Balagopal tries 
to negotiate his contradictory identity both 
as a liberal and as a Marxist intellectual. 
Perhaps for the first time, he tries to erase 
the distinction between his two position.s in 
this piece. Let us briefly lay out the roots 
of BalagopaVs contradictory identity. 

Balagopal is known as a Marxist 
intellectual as well as a civil rights activist 
in Andhra Pradesh and in ocher parts of 
India. He has enjoyed the rare distinction 
of being both a Marxist intellectual among 
the Marxists and a civil rights activist among 
civil rights groups simultaneously. Balagopal 
used to declare that he was speaking as a 
Marxist, not as a civil rights activist when 
he addressed the meetings of the 
revolutionary left parties and their front' 
organisations. He spoke at the meetings of 
APCLC and other civil rights organisations 
as a civil rights activist. Wp may suggest 
that Balagopal, being a Marxist in his 
beliefs, has chosen to work in a civil rights 
organisation for strategic reasons so that he 
can make use of the limited democratic 
space in the parliamentary form of 
democracy. It is significreit that Balagopal 
could amnage to create a space for himself 
a$ a Marxist inteiiectual in revolutionary 


circles while acting as the secretary of a civil 
rights organisation. We must uphold this 
tradition as civil rights activity provides a 
broad platform for intellectuals with diverse 
political beliefs. In recent times, Balagopal 
has decided not to speak as a Marxist ai the 
meetings of the revolutionary left parties 
while he continues to address ail political 
parties a.s a civil rights activist. The 
implications of this decision to adopt the 
position of a liberal < 'civil rights perspective* 
as Balagopal puts it) is not a strategic stance 
but a real stance. It may be argued that one 
of the reasons why he attempts to erase the 
strategic distance between his two positions 
is his dtsillusiontnent with Marxist politics. 
Let us closely read his piece so that we may 
be able to locate Balagopal*s political 
position. 

Balagopal takes issues with Sumanta 
Banerjee on the question of democratic rights 
to the Hindu communaltsts. We must agree 
with Balagopal that the state should'not be 
asked to use its repressive measures and 
fight Hindu communalism as it results in 
legitimising and strengthening the coercive 
state apparatus. He does not stop there. He 
goes on to argue that it is difficult to change 
people^ s views by banning "the expression 
of the views to be changed**. He suggests 
that the struggle against the Hindutva must 
be undertaken by "an open and equal debate 
that calls upon the historically evolved sense 
of justice, equity and fairness*' (p 59). At 
the beginning of the piece it is evident that 
Balagopal is addressing the civil rights 
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^tiVisV^ tm the fi»iie of ctetmtcr^c rights 
to the Hindu communalists. When he 
advocates an ''open and equal dehatc" with 
the Hindutva forces, we begin lo wtmder 
whom he is addressing. Ccuisidering that 
Balagopal outlines an agenda tor a struggle 
against the Hindutva forces* let us assume 
that he is speaking to. the progressive forces 
in the country. Balagopal suggests three 
ways to fight Hindu communalism: taMo 
try to convince tlie oppressed groups that 
Hindutva is contrary to their material 
mu^rests. (bt to resist the forces of Hindutva 
physically it ndeessary and* lastly* (c) lo 
appeal to "the democratic, humanist and 
anii-aulhiintarian values that all human 
societies pa,sses side by side wtih values ot 
dtimination and suppression**. 

We must agree with him if all that 
Balagopal says is this. And he continues. He 
contends that his agenda is not just for a 
defensive struggle against the Hindutva 
communalists. He adds that this struggle 
against the Hindutva forces must he 
considered as part ot "the struggle lor 
resiructuring human existence on a higher 
plane*', He also cautions us that such a 
struggle must provide dcinocraiic space for 
the reactionary forces such as Hindutva to 
have "an open and equal debate". He al.so 
says that such a debate can never be 
conducted, and can never win minds and 
t»pen up deiiHHrratic space il one party is 
suppressed by denied freedom of expression 
(p SV« emphasis mine). Balagopal stans his 
piece by saying that wc should not ask the 
state ic» light iIk* Hindutva lorcc.>. lii the 
Ciiurseof his argumeni. Balagopal ctmtends 
that the Hindutva forces must provide a 
democratic space. Again wc have a problem 
in identifying whom he is addressing. Who 
is the 'one party* that is likely lo suppress 
dtssent? Wc can also argue that Balagopal 
is addressing the oppressed pcopic/poliiical 
panics iluM arc mtcrcsicd in the larger 
struggles for rcsiruciurmg the society as hts 
agenda tor a struggle against the Hindutva 
forces is part oi thai larger struggles 
Balagopal contends that the oppressed 
peopic/political panics tto he more spccilie. 
CPUML) parties) must accept deniocraiic 
toleraiicc' as a value and deal with disscni 
in *an open and equal debate'. It is in this 
context, he declares that the failure of the 
communist project, to put Marx's ideas 
into practice, is evident. He repeatedly 
draws our attention to the experiences of 
the erstwhile socialist countries m order to 
siiggc.st that there IS a problem with the way 
dissem was dealt with in these coumnes. 
He is also saying that Marxism tailed in 
ilH practice htxause it failed to understand 
and concciuuaUse how to deal with the 
dissenting groups, among other things. 
Hoover. Balagopal is not offcniig any 
alt^nutivc framework to uiKJcrstund and 
dent with dissctiiing groups. Alt that he says 
is that 'dctmKT«aic lolenittce* tor certain 


democratic values) mm He acogptii^ as 
values in iiuf struggle for 
remrticturingMXjicty. Whotistticiwsumption 
behind this argumcinV Balagopal assumes 
(hat dcmiK'raiic rights are Universal It is 
evident now that Balagopal is talking about 
universal human rights irrespective of the 
historical specificity <)f any society (il is 
impoitani to note that Bulugtipal could 
move form ihe Indian parliamentary 
democracy !i» ihc erstwhile socialist 
coumnes Ignoring the spce'ific histones 
precisely because he believes that 
demoLTaiiciolcrancc' niusi be accepted as 
a value in all .societies, and all panics. 

The iniphcalions of Balagopals 
argumeni are lar reaching. In his agenda 
lor struggle againsi the Hinduiva lorces, 
Balagopal is advocated Ihe praciicc 
democratic tolerance* as a value, bui he 
docs noi mcnlion the need m fight against 
the Indian slate. Being a sindcni advocaie 
of anti-state struggles, how could nc miss 
thcccmreofin.stitutionali.sed violence - the 
Indian .state? Il is ccrlainlv not accidental 
that Balagopal does not talk ahoni anti¬ 
state struggles. It is bccaii.se he consciously 
chooses lo give up the Marxist lramewi>rk 
that uses the categories .such as state, class, 
gender, and so on. riic central categoiy in 
his analysis now' is the human being This 
is the reason way he wottders aboiii ‘whai 
IS in human beings that keeps ethnic, 
religious or comiminal violence alive as 


pofiricoi paxHionx. hts siruggteui mm 
foterms with hisciunriidietory idotuify ilaith 
as a liberal and a Marxist simultaneou.sly for 
severalycars). Balagopal emerges oKultberal 
intellectual, To cite one more example of liw 
Mherat political .slanee, Balagopal refes 
"the forcefui hoycoii of the polls b> PWG 
in AF* in thi.s piece. Bahigopal argued for 
democratic space to campaign for BJP. 
Congres.s( I }. TDPancI the ofneial IcMl pgities 
when the Peoples War declare the-sc parties 
U.S anti-people. It is noi that the Peoples' 
War forcefully stopped the people from 
voting tus It IS evident form the |H)lling) 
but It campaigned against the unii-pcople 
parlies In this context, u is not that 
Balagopal has argued for the people's right 
to vote or not, but loi the rights of the 
ruling class jxditical parties for who.se 
protection paramilitary and police forcc.^ 
were deployed. 

Given Balcngopal s stature as a Murxi.si 
unellcciual of great calibre, we expect a 
better critique of Marxi.sl philo.sophy rthe 
most comprehensive of all ) to enrich oui 
theoretical understanding. Appealing lo the 
good sense of the human beings is the crudest 
cxpLiniilion that Balagopal lias ever offeiccl 
lo explain any .social phenomenon. Wiili all 
(HU re.speci lor Balagopal foi hiscomniiimcnl 
to the cause of ihc poor, this piece is ralhei 
di.sappoiniing. Many ol u.s inspired hy 
Balagopal would continue to he inspired by 
the Balagopal that he was, 
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Social Costs ^ R^orm 





Any process needs to be constantly monitored for its social cost so 
that proper corrective courses can be devised by suitable safety net 
measures before the problems become critical. A closer look at 
(he direct and indirect effects of social service and human development 
programmes on major economic indicators shows that the social costs of 
the present reform programme in India, although low when compared to 
those in some other developing countries, is high enough to demand a 
corrective course. 1295 

While investment in social assistance can address only a minuscule 
section of the )’>coplc excluded from development, the sustainability 
of the programme and of economic development requires that 
poverty alleviation and economic development be brought 
centre-stage. 1329 

Muddled Response 

In an International context of crumbling multilateral arrangements, 

India needs u multiplicity of policy options and a diversity of 
prospective markets with which to integrate to optimise its economic 
^performance. Neither of these conditions appears anywhere 
near being satisfied. 1298 



Pep to Politics 

The September 1V94 cleciion.s to zilla 
pahshads and penchayat samitis in 
Punjab, not only signalled the revival 
ol political activity in Punjab but also 
prompted several unity moves 
among the major parties. 1321 


Beijing’s Dilemma 

Beijing has been engaged in a 
struggle for control with the 
provinces and local authorities since 
mid-1993 and is facing an uphill ta.Hk 
in all spheres - party and political 
matters, resinicturing of the fiscal 
system and reform of the 
state sector. 1286 


Banning ‘Bombayi’ 

Is the protest against Maniratnam's 
new film on the ground that it 
offends Muslim sentiments simply 
an expression of fundamentalism* 
and of Muslims' patriarchal 
attitudes? 1291 


Calculated Mlsdevelopmeiit 

Kashtpur block of Orissa among the 
poorest regions in the country is 
being opened up to private sector 
mining companies with Mute thought 
to either the environmental 
consequences or their impact 
on the lives of the impoverished 
tribab. 1281 


US and Jerusalem 

The absence of any provision to at 
least block further expansion of 
Jerusalem and the expropriation of 
land in the Declaration of Principles 
IS a most serious weakness in the 
document which is being exploited 
by the US in defiance of 
international law. 1288 


Feminist-Bashing 

Feminist-hashing seems to have 
become a popular pastime of late 
especially among established 
academics. It is important not 
only to inquire whether the 
criticisms are valid, but to 
understand how attempts at 
feminist-bashing are structured, 
and what they imply for 
Indian feminists. 1333 


Police and Porn 

Police authorities in Maharashtra 
have urged the state govemmem 
to empower them to confiscate 
'obscene* material, making 
them willy-nilly judges of 
pomogra^y. _1277 


All Women 

How successful has been the 
experiment of having an aJI-womett 
gram panchayat in KultUcri 
in West Bengal. 1283 















LETTERS TO EIHTOR 


On Raising Domestic 
Saving Rate 


IN May 6*13, the editorial on saving 

(‘Shortage of Saving*, pp %7>68) and the 
article by V M Dai^ekar (‘Prom External 
Recovery to imemal Bankruptcy*, pp 987-88) 
raise very important and related issues 
pertaining to the decline in the overall and 
public sector saving rates. The key question 
is how to prevent further decline in the 
overall rate and how to raise the rate as soon 
as possible. Raising the saving rate calls for 
athree^pronged strategy of raising household, 
corporate government saving rates. In 
the case of the first, only two broad policy 
options are there: making saving more 
attractive than consumption (very difficult 
in an era of globalisation, computerisation 
and maruti-isation) and increasing the 
contribution rates and coverage of 
compulsory provident funds (as in some of 
the east Asian economies) along with 
exemption of the contributions from income 
taxation coupled with severe restraints on 
withdrawals prior to old age. In regard to 
raising corporate savings, policies have to 
be such as to encourage the ploughing back 
of profits. As for generating and eventually 
raising government revenue surpluses, as 
V M Dandekar and many others have noted 
time and again, several initiatives are 
required. They include reducing (he internal 
and external public data via the use of the 
privatisation proceeds and instituting 
expenditure reforms to achieve a 
pr^etermined percentage reduction in 
recurrent expenditures other than debt 
service payments. 
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New Type of Violence 

VIOLENCE against fellow human beings is 
no rare phenomenon today, either in Indiaor 
lAiroad^ Wars across national frontiers as 
also ci vi I wars and ethnic or rel igious clashes 
alt over the world provide regularly 
occasions for explosions of hatred intoorgies 
of violence. Every day criminal gangs 
motivated by lust for material gains or thirst 
for vengeance resort to preir^itated and 
meticulously planned violence against 
targeted individuals or groups. Very 
recently, however, Calcutta its suburbs 
and some of the adjoining districts have 
witnessed a new type of violence with 
startling features. In this, ordinary groups 
fo citieens, without premeditation or prior 
preparations, gang up on the spot to pounce 
upon a fellow citizen and kill him/her with 
utmost brutality. Further, let alone the 
killers, even passive Witnesses of the 
killings not only feel no remorse for or 
queastness over these acts, they apparently 




even derive vicarious self^adsfaction from 
them. 

According to a tabulation in a Calcutta 
daily, in al^t a $m^week period between 
March 10 and April 23 this year. 28 persons 
including dKRit adozen women were lynched 
by stray mobs in suburban Calcutta and 
some of the adjoining districts with cruelty 
that betrays pathological sadism. In one 
instance forexample,ayoung girl, suspected 
of child-lifting, had her head battered before 
being forcibly drowned in a pond. Six other 
women were also brutally done to death on 
similar suspicions. There were two instances 
of physical battering, followed by setting on 
fire after dousing in kerosene. In one 
instance, a large crowd of local people 
witnessed the brutal act which dragged on 
for more than a couple of hours. Some of the 
non-participating observers glibly justified 
these acts by citing police apathy in curbing 
the criminals, alth^gh in many cases the 
victims were subsequently proved to be 
innocent people. 

The quick succession of the ghastly 
events naturally raises questions about the 
state of the social mind. Indeed, a respected 
Pavlovian psychiatric in Calcutta 
expre.ssed concern about this increasing 
trend of collective killings which he 
diagnosed as symptoms of maniac 
dcpre.ssive psychosis. Be that as ii may, 
Che perturbing phenomenon, totally 
repugnant to civilised society, certainly 
demands deepest probe and concerted 
action at multiple levels to rid the state of 
this barbarous vitiation. Leaders of some 
of the major political parties have 
expressed concern over these events. This 
awaits translation into appropriate and 
adequate action. 


Drugs and Doctot^ 

THE Food and Drugs Administration has 
on the advice of the drugs consoltattve 
committee recommended that doctors be 
prohibited from stocking medicines. 
Innocuous as that *recommendarion’ 
sounds it is bound to create a sense of near 
panic in the medical community. The fact 
of doctors stocking medicines is not a new 
phenomena. It is one of dhose practices 
which falls outside the realm of what is 
strictly legal. A licence to practise medicine 
does not, strictly speaking, authorise the 
practitioner to dispense medicine. For that 
a separate licence would be required. 
However, thfs practice is in a historical 
continuity with the time when the doctor 
was also a ‘manufacturer' of medicine, at 
lime when patented medicine had not 
appeared and pharmaceutical industry 
existed in the medical practitioners* 
backrooms. Its continued practice benefits 
both drug companies and doctors to the 
detriment of the patient. While the drug 
companies use this avenue to promote and 
create a market fur new drugs, the doctor 
sells the ‘free* samples to patients. The 
problem is not merely one of unethically 
extorting money, but it distorts prescription 
practices. For one thing, no information 
on Che medicine is available to the patient, 
without which no second opinion can be 
sought. Often doctors do not give the full 
dosage forcing patients t6 attend the clinic 
repeatedly and at great cost. As things 
however stand the PDA‘s ‘recom¬ 
mendation* is unlikely to be taken seriously 
unless pressure is mounted on the medical 
licensing authorities to take firm steps 
against it. 
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Shine Off Industrial Growth 


VITHEN the general index of industrial production had 
VY shown a sudden rise in the early months of 1994-95, there 
was much enthusiasm in ofTicial circles. The gov^ment’s 
Economic Survey J994-95 had claimed that trends in industrial 
{noduction alre^y suggested “with certainty” that growth 
rates would remain high and would even go up further. Thus 
the Survey confidently expwted industrial growth in 1994-95 
to exceed 8 per cent. Subsequently, when the average index for 
a brief period registered an annual growth rate of 8.7 per cent, 
the exuberance of government and industry spokespersons 
knew no bounds: industrial growth in 1994-95, it was now 
claimed, could be 10 per cent and it could go beyond 12 per 
cent in 1995-96 and thereafter. There have been confident 
siatemeoits to these effects from the central finance and 
revenue secretaries, from the chairman of ICICI and from the 
major industry associations, namely, ASSOCHAM, CII and 
FICCI. The industry associations have now scaled down their 
growth projections to about 10 per cent in 1995-96, but the 
revenue secretary persists with his claim that industrial growth 
in 1995-96 would not be less than 12 per cent “at the 
minimum” and in fact he recently exhorted industry to aim at 
a growth rate of 15 per cent this year. 

A closer examination of the macro-economic situation, 
however, yields little basis for any expectation of sustained 
high industrial growth. There is certainly no evidence of a 
sustained step-up in domestic investment and demand or in 
manufactured exports nor of any notable improvement in 
supply side factors. The growth of over 8.7 per cent in the 
average industrial output index in the first eight months of 
1994-95 was, it is now increasingly evident, the result of a 
few passing developments which are already tending to fade 
away. Even 8 per coit industrial growth in 1994-95, let alone 
10 per cent, seems now difficult to achieve. The average 
index for the first 10 months of the year shows a rise of 7.6 
per cent compared to 5.5 percent in the corre^ionding period 
of 1993-94 and 5.1 percent in the ]vhole of Uiat year. Though 
all the major groups have shown accelerated ouqnit growth, 
only the rise in elecuicity generation has exceeded that in the 
general index: 8.4percentin 1994-95 (April-January)agaiqft 
7.2 per cent in the corresponding period of the previous year. 
Manufacturing ouqmt grew by 7.6 per cent (gainst 5.4 per 
cent) and mining by 6.5 per cent (against 3.6 per cent). And 
according to the use-based classification of industries, 
particularly high growth rates are observable only in oqiital 
gcxids (19.8 per cent against a decline of 5 per cent in the 
previous year) and consumer durables 10.8 per cent (against 
13.9 per cent). Signiflcantly. the average index for the capital 
goods industries group at 2^.6 in 19^^95 (April-January) 


was still below that four years ago in 1990-91 (291.6). 
Transport equipment (conunercial vdiicles in particular), 
electrical machinoy and metal i»oducts contributed to the 
rise in the index for ci^ital goods, after large declines for 
three years. Basic goods industries showed a rise of only 3.9 
percent against 8.4 percent and intermediate goods of 4.1 per 
cent against 11.3 per cent. By comparison, perfomumce was 
better in consumer non-durables which grew by 7.3 per cent 
in the first 10 months of 1994-95 against 2.2 po* cent in the 
comparable period of 1993-94, essentially because of a Jun^ 
in the output of food products by 8.66 per cent compared to 
a decline of 8.2 per cent in the previous year. 

All indications point to industrial growA in 1994-95 of no 
more than 7 per cent. While the production index rose by 7.6 
per cent in the first 10 months of the year, a number of 
industries, for which advance data ate available, have 
experienced a slowing down of growth in the last two months 
of the year. For instance, output of commercial vdiicles, 
which provided a major thrust to the growth of capital goods 
output in particular and that of all industries in general in 
1994-95, achieved over-the-year increases ranging from 59 
per cent to 93 per cent each month from April to Sqrtember 
1994; the increases ranged from 22 to 36 per cent during 
October-December 1994and they came down further to 19.5, 
14.8 and 5.1 per cent, respectively, in the last three months 
of the year. Other industries to show such reduced powdi in 
the recent period are coal, crude oil. tea, varuispati, soda ash, 
man-made fibres and their inputs, fertilisers, cement uid 
saleable steel. In this sense, the indusuy ministry’s advance 
figures for 24 select industries, accounting for 50.37 per cent 
of the aggregate weight of industries in the index of industrial 
production, which claim an overall rise of 9.1 per cent in 
1994-95 agunst 5.8 per cent in 1993-94, do not vppear to be 
representative of the industriid sector as a whole. Data for 
th^e 24 industries had earlier shown a rise of 9.1 per cent 
during April 1994-January 1995 when in fact the growth in 
ovmll industrial output had turned out to be only 7.6 per 
cent. Similar discrqiancies are found in the data for earlier 
nxmths and they ate likely to have become more pronounced 
in the closing months of 1994-95 when, as noted above, a 
ntonber of industries eiqierienced a significant deceleration 
in growth of output. 

' The question is not essentially one of some short-term 
problem in industrial growth; it is one of whether any 
powerful thrust to industrial expansion has at all been 
administered so that hi bipad-based and sustained growte 
can be realistically expected to follow. In this context it is 
inqxMtant to recognise that the improvement in industrial 
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lint addMotial deitiiUKi fonemed by ^ 
luft fiscal deficit wliich could te financed 
only because of the flood of liquidity then 
sloshing about in the immetaiy system. The 
banks had also vied with one another to 
extend sizeable amounts of commercial 
credit to large manufacturing firms. The 
situation in 1994^95 was thus veiy similar 
to that obtaining in the second half of the 
1980$ which has been aptly described as a 
period of *borfDwed growth*. That situation 
no more obtains now. All indications suggest 
that there has arisen an acute liquidity 
shortage in the economy which is more than 
of a short-terin nature. It reflects the 
fundamental insufficiency of saving to 
provide a boost to domestic investment. 
. Both domestic saving and investment ratios 
have slipped in recent years and there has 
not been any significant rise in factor 
productivity. 

In the above respect, the lessons of the 
1980s should be eye-openers. The 8.5 per 
cent annual rate of industrial growth in the 
second half of the 1980s was made possible 
by the large current account deficit in the 
balance of payments and the hurge monetised 
deficit which, in the context of relative 
price stability, together helped to substitute 
for domestic saving, though the domestic 
saving ratio too improved somewhat in the 
second half of the 1980s and thus helped to 
augment domestic investment. By 1990- 
91«investment had touched the record level 
of 27.1 per cent of ODP. Contrary to the 
once-popular notion, there had been 
apparently little growth of productivity in 
industry in the 19B0s. 

The 'borrowed growth* mute is no more 
available to the Indian economy as the 
internal debt of the government and the 
country's external debt have already touched 
the limits of prudence, while a series of 
policy measures, including encouragement 
of import of gold, silver and consumer 
durables (even if only indirectly yet), have 
tended to hurt saving in the economy. In 
particular, in the wake of the steep tax cuts 
the government has run large revenue 
deficits with concomitant dissaving, without 
any corresponding obligations on house¬ 
holds to save more. 

It is now accepted all round that industrial 
growth in 1995-96 will be severely hurt by 
the acute shortage of liquidity followed by 
the sdfrening of the general Interest rate 
structure. Government finances are in a 
state of crisis, with the increase in net RBI 
credit to the central j^ovemment touching 
Rs 13437 crore ^ the RBI finding it 
diffi^il^ sell govmmem paper even itfiCr 
offei^!|listorically high yield rates on 
thcR^' n is very likely th^ In the final 
ana|^ Ae government will Imve m further 
curtail i^tai fionnation expendhtme bodi 
on itsiaam account and on account of public 


secldr <P$Us). The private 

corporate sector has found it dilTicuit to 
raise equity capital in the market and, 
because of the liquidity shortage, banks 
have become extremely reluctant to expand 
credit. There has been an ail round rise in 
interest rates - for PSU bonds as much as for 
commercial credit from banks. In such a 
situation, medium and small industries are 
bound to face severe credit stringency and 
onerous interest costs. As it is, compelled 
by provisioning and other prudential 
requirements, banks have been lukewarm 
to lending to small-scale industries and 
other small borrowers. 

Finally, the much-touted scope forexpoit 
growth to give a push to industrialisation is 
severely constrained. Export policies have 
been generally shortsighted in that they 
have encouraged export of agriculture- 
based and other primary commodities and 
relatively unsophisticated processed 
articles. They may earn some foreign 
exchange in the short run but cannot help 
strengthen the country's industrial base. 
Export of capital goexis including metals 
and metal pn^ucts, electronic goods and 
computer software, on the other hand, 
accounted for just about 15 per cent of total 
exports in 1994-95 (April-Fcbniary). The 
absence of a dynamic import substitution 
strategy and a muddled technology transfer 
policy constitute further hurdles in the way 
industrial growth in the medium term. 

PUNJAB 

Return of Akali Dal 

THE victory of Che candidate of the 
Shiromani Akali Dal (SAD) in the assembly 
by-election from the prestigious Gidderbaha 
constituency is significant in several re¬ 
spects. The fact that all the candidates ex¬ 
cept those belonging to the SAD and the 
G)ngress(l) lost their deposits shows that 
the unified Akali Dai will from now on pose 
a formidable challenge to the Congress in 
the electoral politics of the state. At the 
same time, the narrow margin of the victory 
(just 2,117 votes) in the home constituency 
of Parkash Singh Badal, president of the 
SAD, will force (he Akali leaders to remain 
on their toes if this challenge is to be sus¬ 
tained. 

Apart from the Congress, the threat to 
the consolidation of the Akali base will 
come from the hardliners within the party, 
led by Simranjit Singh Mann, who 
supported a rebel Akali candidate in the 
present election. Although Mannas 
candidate has been badly defeated (he 
could muster only 2,300 votes) and to diat 
extent the hardliners have suffered a 
setback, this it only likely to spur them lo 
make greaier efForts to strengthen their 
position within thepaity» lt is also probable 


iimM thp abstei*e^f adav^ 
they would split die 
an independimt party of their own. 

This istnore probi^ how than before! 
another reason. The victory of the Ak 
candidate is a personal triumph for Parka 
Singh Badal who had refustxl to agree 
Akali unity on the conditions laid down' 
the head priest of the Akal Takht, the hig^N 
rcligio-temporal seat of the Sikhs, in ore 
to preserve a moderate line for the unifi 
Akali Dal. To follow this line was necessai 
in turn, for his assumption of the leadersl 
of the united party and, he no doubt hop 
eventually of the government in the sta 
Ambitious hardliners like Simraqjit Sin 
Mann, who have resented the leadership 
the party going to Badal. would like 
deprive Badal of the fruits of theGidderba 
victory. One way to do this would he 
revive the question of Sikh rights and 
divide the party on that basis in order 
undercut the moderate base of the Bat 
leadership. 

This would not only be welcomed I 
also actively encouraged by the ruli 
Congress(l). particularly now that it 
seen during the Gidderbaha election tl 
underhand methods alone may n 
necessarily ensure electoral victory agaii 
the Akalis given the current mood of t 
voter in Punjab. Among the means that t 
party reportedly used in this election ^ 
the large-scale buying up of votes throu 
offers of money up to Rs 20.(X)0 per vote, 
addition, the party was helped by the po 
poncment of the election by one wet 
which was done ostensibly to punish t 
Congress(I) for violating the code 
conduct but actually gave it more time 
consolidate its hold over the voters throu 
fair means and foul. 

That the Congress(l) was able to con' 
its money and muscle power into votes 
some extent is shown by the narrow mar{ 
of its defeat. But in an election in which 
per cent of the voters turned up to exerci 
their franchise, this margin is equally 
indication of the determination of Ae vi 
to defeat the Congress(l). 

RAILWAYS 

\lctim cf Nq^ect 

THE sp«e of nuyor accidents in 
montht have served to highlight the; 
problems that beset Indian raiiwiys. 
usual and convenient explanatkxi tint < 
main cause of each of thoe accidents ’ 
iHiinan failure’ has failed to sadsfyi 
even the railwiqr minister. Although dwi: 
the debate in ^iament he defended 
report of the depanment, at a later I 
of railway officials he is said to have < 
tioned the veracity of the perfomunoe < 
safety reports. 
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The h ihai fita ro 0 i$ of the 
worseitittg gafety record of the railwayg 
He outside the boundaries of conven¬ 
tional accident inquiries. Or rather such 
inquiries only reveal the symptoms of a 
malady which has affected the very 
oundations of a once mighty public 
enterprise and the blame for this lies not 
with the railway officials and workers but 
with the political leadership and its 
economic philosophy. 

Take a look for instance at the first 
detailed reports of the accident near 
Salem, a head-on collision between the 
Madras-Kanyakuman Express and a goods 
train. A senior railway official has termed 
It a 'silly accident’. What has come to 
light are some varied facts. There are no 
faiUsafe devices which operate in the event 
ot a human failure either to prevent an 
accident or to ensure some degree of safety 
to the passengers in the event of an 
accident. In fact there isn’t even a second 
stage warning system which might alert u 
driver who may have ovcr-lcwkcd certain 
signals. Such equipment ha.s been 
reportedly tried out in the suburban section 
of the Western Railways in Bombay, but 
has proved^to be ‘loo cxpcn.sivc’ for the 
railways to install at all the relevant points. 
Another grave revelation is of the 
inefficiency of stuff and their absence 
trom their posts. In a way of course every 
accident report reads just like any other - 
luck of equipment, its non-functioning, 
non-existence of staff either due to 
absenteeism or simply because there has 
been no one posted for the relevant duty 
and the failure of staff. The inquiry however 
stops there, with action against the staff 
and some small-time measures at that 
particular location. 

It isn’t of course that the railways have 
suddenly become unacceptably unsafe - 
their record of accidents as a proportion of 
the volume of traffic they handle or their 
spread would still be tolerable. The point 
however is that the recent major accidents 
tell another story. There is first the aspect 
of labour in the railways. The railways 
have adopted an official policy of cutting 
recruitment by 2 per cent with the result 
there are numerous posts which.remain 
unfilled. Just to give one example, at the 
Western Railway workshops in Bombay 
no new recruitments have been made since 
1991 and promotions have been held up 
since 1993. From 10,000 workers in the 
supervisory category the workforce has 
bctm reduced to 6,000. Ostensibly this is 
because several committees have directed 
attention to the existence of 'excess* 
labour, given the rising levels of 
^phisticatfon in terms of equipment and 
processes. Partly it is also because there 
l^as been a move in the railways, as in 


other ptiblk sector enterprises* to cut 
itgular employment and employ contract 
labour. Both these incidentally anticipate 
the World Bank's recommendations on 
the issue of 'excess* labour in the railways. 
However, for a variety of reasons, such as 
the nonHnstatlation of more sophisticated 
equipment and perhaps union resistance 
to contract labour, there is neither the 
requisite workforce nor other means of 
accomplishing the jobs on hand. It is not 
beyond the realm of possibility that this*, 
situation affects the efficiency and the 
safety of the rolling stock released from 
thc.se workshops. In fact the South Eastern 
Railwaymen’s Union has pointed out that 
there has been a piling up of work in some 
of (he units because of inadequate staff - in 
some units the workforce has even been 
halved. Strangely the railways have also 
put into operation Iasi year a plan to 
improve operational efficiency, which 
covers improving the reliability of assets 
(for instance, reducing signal and engine 
failures). To nobody’s surprise, almost all 
the zonal railways have failed to achieve 
the targets in these respects. The World 
Bank report on how the ‘social burden’ 
carried by the railways (in terms of tare 
structures as well as employment 
generation) has had an adverse impact on 
(he railways’ financial viability also points 
out that although the productivity of labour 
in the Indian railways is low. labour cost.s 
loo arc low. 

Another aspect of safety is of course the 
availability of rolling stock and hcncc the 
assurance of sufficient turn-around time. 
Among this year’s railway budget 
proposals is one to drastically reduce 
procurement of rolling stock. According 
to the minister, this is being done keeping 
in view the “reduced transport output and 
improvement in operating indices". 
However, as commentators have pointed 
out, if wagon turn-around has to be 
improved there ought to be faster trains, 
requiring more powerful locomotives or 
more of them, which is not being envisaged. 
At the base of all this is the tact that 
budgetary support to the railways has been 
cut sharply. Besides, several inelTiciencies 
in fund allocation and u.sagc have been 
brought out in the public accounts 
committee and CAG reports. 

This is not of course the whole story, nor 
arc the issues so simple. But the point is 
that the question why the railways’ safely 
record is deteriorating cannot be answered 
without looking into the issue of why the 
railways, once a core public sector 
enterprise with a crucial role iti the 
country's economic development, invested 
with great historical, political and social 
value, should today be a victim of state 
neglect. ^ 
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Muiiid]ial PoU Pointers 

A correspf^ndent writes: 

CIVICelections in 75 suburban and mofussil 
municipalities in West Bengal have ad¬ 
ministered a rude shock to the CFl(M) and 
its Left Front allies. When the results of 
the first round of counting were available 
on May 28 night, it was found that the 
CongressKI) had secured a majority in 25 
of the 48 civic bodie.s. Of these. 15 munic¬ 
ipalities had bben wrested from Left Front 
control. More importantly, some of these 
Congress(l) conquests are concentrated 
on the wc.st bank of the Hooghly and in the 
Kharagpur railway centre. The immediate 
reaction of the Left Front and the CPI(M) 
was great dismay. Its spokespersons, 
including Jyoti Basu and CPI(M) general 
secretary H S Surjeet, had to concede the 
seriousness of the setback. Fortunately for 
them, however, the results of the remain¬ 
ing civic bodies and, more particularly, of 
the by-clectioas in the three assembly 
constituencies that soon followed partly 
dispelled the initial gloom. The results for 
the Left Front were much better. Indeed, 
all the three assembly by-elections ended 
in Left victories with much larger margins 
than on the previous occasion. And in the 
civic elections, the net Congress gain over 
Its pa.st record is finally reckoned at no 
more than 10 municipalities. 

But the Congress(l) success has come 
when its hou.se is more divided than before. 
For factional reasons, the stormy petrel of 
West Bengal Congress politics, Mamata 
Bannerjee, had taken no part m the civic 
polls. As a result. Calcutta newspapers 
had mostly predicted a cakewalk victory 
for the Left Front in their electoral 
torecasts. 

Following the .setback in the civic polls, 
Buddhadev Bhattacharya, information and 
culture minister, who has again assumed 
on important place in theCPl(M) hierarchy 
after his resignation drama two years 
ago. has had to cancel his trip abroad. He 
was to h^ve accompanied Jyoti Basu on 
his annual western safari, which this 
time includes a visit to the Mecca of 
liberalisation, Washington. Bhattacharya 
has now been entrusted with the job of 
supervising the party's campaign for the 
elections to the Calcutta Municipal 
Corporation, scheduled for July 9. 

Initially, some CPI(M) stalwarts were 
worried that the civic poll setbacks 
reflected a popular rejection of Jyoti 
Busu's new economic initiatives, in the 
light of the subsequent verdicts, they have, 
however, persuaded themselves that this 
i.s not the case. But all, including the other 


✓ 


(nooiiiie June 3.1495 


1269 



Left Front partners, concede that the 
municipal electioii results reveal some 
erosion of the paity*s mass Imo atnong 
some segments of the population. They 
have all been profuse in urging lectifiGation 
programmes, such as cultivation of virtues 
like modesty, humility and honesty and 
engaging in more extensive ^mass contact*, 
whatever the last item may mean. Whether 
these correctives are sufficient and, more 
important, whether the CPI(M) leadership 
isreally in aposidon loenfoice them without 
some import political reorientation are 
open questions. 

Ano^r correspondent adds: 

INSTEAD of recognising its setback in the 
recent West Bengal civic polls as a well- 
deserved rebuff, the CP1<M) continues to be 
arrogantly self-righteous with its leader 
Jyoti Basu blaming the people for making 
the ^mistake* of voting against his party. An 
honest soul-searching by CPl(M) leaders 
would have revealed much earlier that 
serious *mistakes’ had been committed by 
the party itself in West Bengal during the 
last 18 years of its uninterrupted rule, 
which have provoked the people of the 
ufban areas to reject it in a large number of 
municipalities. 

Political observers have attributed the 
CPI(M)'s defeat in the civic polls to the 
West Bengal party unit* s newly announced 
industrial policy of welcoming big 
business houses and multinationals which 
has aroused fears of closure of public 
sector units and marginalisation of small 
business houses leading to large-scale 
retrenchment of labour. But this alone 
does not explain the defeat, since the voters 
have opted for the Congress Party which at 
the centre is upholding the same industrial 
policy that Jyoti Basu in West Bengal is 
trying to adopt with minor modifications. 
Besides^ the urban upper and upper-middle 
classes in West Bengal are all starry-eyed 
about the prospect of the entry of 
multinationals into the state*s economy, 
what with further opportunities of 
conspicuous consumption and promises 
of imported crumbs of luxury goods. The 
Left Front governinent*s increasing 
encouragement of privatisation of essential 
services like medical care (by 
systematically neglecting the existing 
hospitals and allowing them to deteriorate 
in favour of a proliferation of expensive 
private nursing homes which only the rich 
can afford) should endear Jyoti Basu to 
these upper segments of Bengal urban and 
semi-urban society. They face no 
difficulties, in spite of the Left Front 
governifi^m*s pledge of an egalitarian 
^ucatipnal system, in sending their 
children to elitist schools and colleges run 


by private establishments which are 
exclusively reserved for them and which 
are thriving in Calcutta and other towns in 
West Bengal. Why then should the Bengal 
urban *bhadralok^ vote have suddenly 
turned against the CPI(M) in the civic 
polls? 

Those seeking an ideological explanation 

- by blaming the Left Front government’s 
changed industrial policy ~ may f)€ 
attributing more political motivation to the 
Bengal urban middle class voters (who 
constitute a substantial proportion of the 
municipal electorate) than they actually 
deserve. These voters are, quite under¬ 
standably, more concerned about their dmly 
needs - civic services like regular delivery 
of essentia] requirements (e g, kerosene, 
gas cylinders, telephone connections, ration 
cards, health care, etc) than with ideological 
questions. In West Bengal, during the last 
18 years, despite the confidence placed by 
these urban middle cla.ss voters in the Left 
Front headed by the CPl(M) in past 
municipal elections, their elected 
councillors have failed to deliver the goods. 
Basic civic requirements like regular supply 
of drinking water, clearance of .sewerage, 
improvement of drainage, removal of 
garbage, repair of roads - which are expected 
to be taken care of by the local municipalities 

- have remained neglected. 

The CPI(M) added insult to injury by 
allowing notorious criminal elements in 
these urban areas to enter the party and 
flaunt their muscle power to intimidate 
ordinary citizens. In many industrial suburbs 
and mofussil towns of West Bengal the 
image of the party has come down sharply 
among its sympathisers. Charges of 
corruption against second ranking leaders, 
including municipal councillors, have been 
common. It is these factors which have 
alienated the urban middle class voters from 
the CPKM). Their choice of the Congress as 
a substitute - no better than the CPI(M) and 
besides faction-ridden with squabbling 
leaders - was surely not out of any hope for 
a better future. It was a negative vote intended 
to punish (he CPI(M). 

It would be interesting to watch how the 
parly stalwarts handle the coming 
corporation elections in Calcutta in July. 
The Left Front-run Calcutta corporation 
has floundered miserably all these years, 
reducing itself to a butt of ridicule among 
the citizens. During the last corporation 
elections some time ago, CPt(M) hoodlums 
openly indulged ip, booth-capturing and 
intimidation of vot^ and rival candidates 
and pictures of their activities were 
prominently displayed in newspapers at 
that time. Will the party adopt the same 
methods this time, or hava the good sense to 
allow the voters a free choice and accept 
their verdict? 
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The post-decticifi political situation in 
Portugal is marked by intense bickeriiig 
among the political parties - particularly 
between the Socialists and the Communists. 
The Portuguese Communist Party, which 
performed very poorly in the April election, 
has been involved in clashes with its rivals 
in the streets and factories. The first clash 
come immediately after the election. In a 
rally of communist-domlnatedTrades Union 
Congress. Imersyndical, Socialist leode 
Mario Soares was refused a scot on the 
rostrum and was subjected to jeering by 
communist sympathisers in the crowd. The 
quarrel between the Socialists and the 
Communi.sts reached flashpoint, however, 
in connection with the journal Republica, 
when the priming staff with communist 
sympathies refused to print the magazine 
because of its socialist s>iiipathies This 
drew angry protests from the socialist 
leaders, but with little effect. 

After the failure of the international 
conference of oil pnxlucing and consuming 
nations to find common meeting ground, 
the chances of fresh initiatives have 
brightened again with a substantial change 
in the US/position which had earlier proved 
to be the main stumbling bkKk. The US 
Secretary of State stated recently at the 
ministerial meeting of the 18-nation 
International Energy Agency (hat the 
dialogue between oil producers and 
consumers should be broadened to include 
the whole relationship between developed 
and developing countries. But a closer 
reading of Kissinger's statement indicates 
that he is not yet in favour of a single body 
to deal with all the crucial questions relating 
to raw materials, energy and development 
which the producers and developing 
countries were demanding at the abortive 
Paris conference. 

Hem* 

The Maharashtra government’s recent 
decision to make it obligatory for fanners to 
tron.sfer a part of their irrigated land from 
cash crops like sugarcane to foodgrain crops 
is a significant step in several respects. The 
step implies direct incerventiem by the state 
to determine the utilisation pattern of a 
resource which it directly or indirectly 
helped in building up. Unfortunately, water 
use policies in In^a have always been 
confined to the creation of irrigation 
facilities (up to the level of field channels in 
soine cases) ond then having little control in 
termsof regulating their end use or enshri^ 
adequate pay-off. 
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Sim Granite Exports 

SUN GRANITE EXPORTS promoted by 
the Swosti group of Bhubaneshwar is to 
set up a 100 per cent export-oriented unit 
for the manufacture of granite slabs. IFCl 
has appraised the project and has sanctioned 
a loan of Rs 892 lakh. Industrial Promotion 
and Investment Corpdration of Orissa 
(IPICOL) and Creditcapital Venture Fund 
are also contributing to the financing of the 
project. The company has assured supply 
of raw materials from captive quarries 
leased from the goyemment. Plant and 
machinery are being imported from SIMEC 
spa of Italy. The company has a 100 per 
cent marketing tie-up with International 
Stone Importers Inc, Los Angeles. The 
gestation period of the project is low since 
commercial production is to start by this 
August. To part finance the project the 
company is entering the capita) market on 
June 5 with a public issue of 35.4 lakh 
equity shares of Rs 10 each at par 
aggregating Rs 354 lakh, inclusive of firm 
allotments and reservations for mutual 
funds. NRls and employees aggregating 
Rs 127 lakh. The issue is being lead 
managed by SREI International Finance 
and Creditcapital Finance Corporation. 

Dhanvantri Jeevan Rekha 

incorporated in 1993, the company was set 
up with the objective of providing 
diagnostic and therapeutic services like 
Magnetic Resonance Imaging (MRI). 
Diagnostic equipments in urology and 
cardiology have been installed and arc in 
operation. The company is being promoted 
by a group of doctors. The project cost has 
b^n estimated at Rs 571 lakh. The centre 
would have a capacity to service 40.000 
patients per annum. The techno-economic 
viability of the project has been appraised 
by Pradeshiya Industrial and Investment 
Corporation of UP (PICUP) and the cost 
of the project has been estimated at 
Rs 570.75 lakh. To part fund the project 
the company is tapping the capital market 
with a public issue of 30 lakh equity shares 
of Rs 10 each for cash at par aggregating 
Rs 300 lakh, out of which 7.2 lakh equity 
shares are reserved for NRls on competitive 
basis and 5 lakh equity shares are reserved 
for Indian mutual funds on competitive 
basts and 2*8 lakh equity shares arc 
reserved for banks/financial institutions 
on competitive basis. The issue» slated to 
open on June 13, is to be jointly managed 
Doogar and Associates. Bharat 
Bhuskan Share and Stock Brokers. 


Monarch Projects and Finmarkets and 
Geefoee Finance. 

Tbbii Enterprises 

Engaged in the business of manufacture of 
children'’s bicycles and tricycles. Tobu 
Enterprises is to set up a plant with a capacity 
to manufacture 5.4 lakh cycles per annum, 
It also plans to manufacture bicycle 
components in-house. According to the 
company, commercial production has already 
started and the products have been launched 
in northern India. Fifty-two per cent of the 
raised fund would be used as working capital. 
RlfCO has sanctioned a term loan for the 
project. The company is entering the capital 
market on June 12 with a public issue of 
22.93, too equity shares of Rs lOeach at par 
aggregating Rs 229.31 lakh. The issue is 
being jointly managed by Rusoday and 
Company and Andhra Bank. 

Neelkanth Rockminerals 

Incorporated m 1988 Neelkanth 
Rockminerals is setting up an integrated 


granite quarrying and proce.ssing unit fat 
processing of raw granite blocks tnto 
polished granite slabs with an annual total 
installed capacity of 63.000 sq mtrs. The 
project is to be implemented in two phases: 
Phase 1 with a capacity of 21,000 sq mtrs 
per annum and Phase II with the capacity 
of 42,000 sq mtrs per annum as an export- 
oriented unit. The project is situated at 
Namadi in Jodhpur district of Rajasthan. 
The company plans to import some of its 
plant and machinery from France and Italy. 
For the first phase of^he project Rfiqasthan 
State Industrial Development and 
Investment Corporation (RIICO) funded it 
through a term loan of Rs 117 lakh. The 
first phase of the project was appraised by 
RIICO. The second phase of the project has 
been appraised by Libord Finance. The 
total fund requirement for both the phases 
of the project is Rs 638.75 lakh. To part 
finance the project the company is entering 
the capital market on June 15 with a public 
issue of 33.3 lakh equity share of Rs 10 
each at par aggregating Rs 333 lakh. The 
issue is being jointly managed by Libord 
Finance and RIICO. 
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World Envlronmontai SciencR Series 

The monumerrtal series of Environmental Science presents the 
reader an understanding of the types, origin, sources of various 
aspects of Environmental Science arvl discusses the rapid devel¬ 
opments in the field of environmental Science during the last two 
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CURRENT STATISTICS 


BFW Rcctareh Pouttdattoii 


Tliecoitectioiiofllieyeir^eiidbulidifftoy ifHWWyRndbttnldfigvafMft>ks«(.iiii(inues H<i«»ever (heplieiicitncnal meoiRs U819ci^lnqeeRRIciRdilR«lliecoriiillRovi|tmiv^ 
iniiwcufiRiRfiiuil)^iK»firhisgivenrtie(oti2«abkciiiTeiKyei(piin8ionmktu>iis^c|uently M growdi altlioughdqimii>have<J«cliiied Apportnilygovenm^raoiiinem 
boc mniiy liilb Imi haeit picnltfiDg beydnd die luppceed Rs 9 000 crare limit An acute kquidity shortage hoR to disturb the goyemmcni s debt floamiioii programme iiid 
yield mei ORgpvenmieitt secunties and masury bills have steadily naen In the pntnory noaiaucma yields «hi OtnLy 1 Bs went up from 11 40 per cent to 12 07 per cent and those 
on 164-diy TBs firom 12 2l per cent to 12 ^2 per cent Yields on dated centnil and state secuntiLS liave louclicd an unprecedented 14 perumt level 

Macroeconomic Indicators 


biMNoiBliwiar Whohnle 
PricM (I9S1-82-IQ0) 


All Commoditieg 
Pnmary Aiticleg 
1^ Articles 
Ncm-Food Articles 
Piiel* Power, LMt and LubnuintR 
MRmifbctiired PrtKiucts 
Food Products 
F6od Index (computed) 

All Commodities (Average Basi&) 
Over the year) 

(April-May 20 199^) 


Ceet or LKing Indices 


Indusinal Workers (1982s 100) 

Urban Non-Mon Emp (I984.8 ^b 100) 
Agn Lob (July 60 to June 61*100) 


Weights May 20 


Variation (Per Cent) PoinMo Point 



1993 

Over 

Month 

Over 12 Months 
Latest Previous 

Fiscal Year So Far 
1993 96 1994 93 

IW4 9S 

1993-94 

1992-91 

1991-92 

1000 


06 

84 

12 t 

1 4 

29 

100 

10 8 

70 

136 

32 3 

298 3 

1 3 

93 

134 

1 8 

33 

132 

113 

30 

153 

174 

328 6 

28 

9 1 

94 

36 

74 

13 1 

44 

34 

20 9 

10 1 

3187 

-1 2 

110 

26 9 

1 0 

23 

149 

24 9 

-1 4 

8 1 

10 7 

284 7 

00 

28 

99 

1 2 

-04 

1 2 

13 1 

132 

132 

37 0 

282 8 

04 

89 

106 

1 1 

22 

100 

99 

79 

126 

10 1 

276 6 

-0 1 

37 

12 7 

1 4 

38 

82 

12 3 

68 

102 

27 3 

309 3 

1 K 

73 

103 

2 9 

69 

11 4 

7 0 

38 

17 1 

1000 

286 3 


82 

9 1 

8 6 

12 0 

10 9 

8 3 

10 1 

137 


_ V Illation (Percent) Point to Point _ 

Over Over 12 Months Fiscal Year So Par 1991 94 1992 91 199192 1990 91 
Month Latest Previous 1994 9^ 199 >94 


0 7 

97 

9 9 

9 7 ^ 

!' ()« 

93 

7 8 

9 0 1 

>' -0 1 

10 6 

11 6 

10 6 II 



Money and Banking (Rs crore) 


May 12 




Variation 


■■■■■ 

1993 

(7ver 

Month 

Fiscal Year So Fai 

1993 96 1994 93 

— 

1994 93 

1993 94 

1992 93 

Money Supply (M|) 


334217 

7117(1 4) 

7703(1 3) 

m2 (OU) 


73167 (167) 

72467 (19 1) 

30484 (13 4) 

Currency with Public 


II1702 

6716 (6 4) 

10812 (107) 

10022 (12 2) 


18990 (23 2) 

14067 (20 7) 

7111 (11 7) 

Deposits with Banks 


4I63I1 

2347 (-0 6) 

,5747 (-1 4) 

3614 ( 1 3) 


33321 (13 1) 

37183 (18 3) 

42943 (16 1) 

Net Bonk Credit to Govt 


232733 

2021 (0 9) 

13164 (60) 

8110 (4 1) 


I41K0 (7 0) 

29376 (16 7) 

17901 (M 1) 

Bank Credit to Cominl Sector 


289112 

932 (0 3) 

1462 (0 3) 

2827 ( 1 2) 


41796 (17 9) 

16191 (7 1) 

30187 (13 3) 

Net Foreign Exchange Assets 


73273 

398 (-0 3) 

-649 (-0 9) 

noi (6 2) 


22197 (41 1) 

28773 (113 1) 

t747 (17 7) 

Reserve Money 


179143 

(-0 2) 

10133 (6 01 

K3|6(6 D 


10186 (21 9) 

2784 < (2*> 1) 

11274 (II 3) 

Net RBI Credit to Ceniie 


II1497 

2261 (2 1) 

12819 (130) 

'?8110 6) 


949 (1 0) 

11(8 (1 ») 

3386(19) 

Scheduled Commercial Banks 










Deposits 


373799 

3347 ( 0 9) 

-6701 (-1 K) 

-6392 ( 2 01 


49271 (14 8) 

32144 (18 6) 

19017 (16 1) 

Advances 


210312 

118(0 1) 

(i06 (01) 

1324 ( 2 D 


1S784 (22 7) 

11366 (7 1) 

23737 (17 3) 

Non-Pood Advances 


196013 

-2137 (ID 

-1416 1-07) 

4127 (-2 6) 


37416 (214) 

7402 (4 9) 

21684 (16 6) 

Investments 


149343 

48 (0 0) 

91 (0 1) 

7692(3 7) 


14172 (10 3) 

2843S (26 7) 

16820 (18 7) 

iBdM Nunben of Industrial 

Weights 

Jjn 

Average lor Fiscal Year So Par 

Vaitation (Per Cent) Fiscal Year Aveiages | 

pradnetion (I980>8)ot00> 


I99S 

1994 93 

1991 94 

1991 94 )992 91 1991 92 1990 91 1989 90 1988 89 1987 88 

General Index 

100 0 

2611 

242 2(7 6) 

223 1 (3 3) 

10 

21 

03 

84 8 6 


Mining and (Quarrying 

11 3 

282 4 

211 1 (61) 

220 8 (1 6) 

2 3 

0 3 

09 

43 6 3 

79 18 

Manufactunng 

77 1 

212 7 

233 0 (7 6) 

2166(34) 

2 2 

2 1 

10 

9 1 8 6 


Electricity 

II 4 

111 1 

3il 0(8 4) 

286 8 (7 2) 

7 1 

3 1 

83 

7 8 10 8 



Capital Market 


June 02 
I99S 


BSE Sensitive Index (1978 79» 100) 

i-ni) 

National Index (198^ 84*l(X)) IS92 

t nui 


Month 

Year 

1991 96 So har 

Ago 

Ago 

Tiough 

PcMk 

1013 

1924 
(74 8) 

3(n3 

1484 

1482 

1872 
(79 8) 

1482 

l(>9l 


1994 9S 

Tiough Peak 


End o( Fiscal Year _ 

1994 9S 1991.94 1992 93 


1261 

3779 

2281 

137) 

(63 7) 

( 46 8) 

1606 

1830 

1021 

122) 

(79 2) 

(-48 1) 


Fordin Trade 


Exports Rscrore 
US $ mn 
imports Rscrore 
US S mn 

Non-POL US $mn 
Balance of Trade Rstroru 


1994 9S 


82330(18 4) 
26233 (18 3) 
8870S (21 8) 
282SI (217) 
22S38 (29 I) 
.*637S 


1993 94 


69S47 (29 S) 
22173 (1961 
'^2806(14 9) 
23212(6 0 
17436 006) 
-3239 


1992 93 


1991 92 


1989-90 


33688 t2l 9) 44042 (33 3) 32333 (17 6) 27681 (36 8) 

18337 (3 8) 17866 (-13) 18143(9 1) 16626 090) 


63373 (32 4) 
21882 (127) 
13782 02 3) 
%g7 


47831 0 0 8) 
m\ \ (-194) 
14047 (-22 2) 
-3809 


43193 (22 01 
24073 03 2) 
18043 (3 I) 
10640 


33416(23 4) 
21272 (9 0 
17304(6 2) 
7733 


US$mn 


39 

-2018 


-1019 

-3343 -1343 

-3930 

-4646 

IMgn Exckidge Reserves 
(exduding gold) 

May 26, 
1991 

May 27 
1994 

Mai 31 
1993 

Month 

Ago 

Year 

Ago 

Vonatiun Over 

Flvtal Ycai So Far 1^4-91 
1991 96 1994-91 

1991-94 

1992-91 

1991-92 

Ricroce 

USSmn 

6in« 

20216 

48912 

11149 

66028 

20816 

-1060 

101 

mnrti 

IIIQIm 

21l(i 1106 IK402 

160 171 1640 

27430 

*724 

3383 

731 

10221 

13*1 


1272 





















Money Maiket Rates of Interest 









{per t ent per annum) 

^^kended Fridays 


May 1995 



Aorit 1995 




March 1995 


Instruments ---—__ 

26(RF) 

19 

I2(RF) 

5 

28(RF) 

21 

14(RF) 

7 

3I(RF) 

24 

l7(RF)(a> 

10 

3(RF) 

Call money rate t weekly 

weighted average) 

na 

16.65 

12.76 

9.92 

7 53 

10.71 

10.84 

14.68 

14.23 

I.S.M) 

11.92 

14 89 

11.40 

Call money rate (rangc:wcekly) 

2.00- 

15.50- 

11.50- 

8.5. 

1 00- 

7.50- 

8.<X)- 

10 (X)- 

1.00- 

1650- 

17 00- 

13.50- 

13.50- 


22.(K) 

19.50 

19.00 

12 

11 .50 

14.50 

18.00 

I9.(K) 

I3(X) 

18.00 

1.00 

17.50 

1 00 

Treasury Bills:- I 

91 -Day (On top or ud hoc) 

4 60 

4 60 

4.60 

4 60 

4 60 

4 60 

4 60 

4.60 

4 60 

4.60 

4 60 

4.60 

4.60 

91-Day (RBI auction). 

Primary 

12.07 

12.07 

12 07 

11.95 

11 40 

11 90 

12 03 

11.99 

II 99 

11.90 

11.82 

11 73 

11.61 

Secondary DFHI <mid-poinr 

ol hid and offer) 

11.90 

11.90 

11 73 

11 55 

II 40 

II 65 

II 65 

11.65 

11.65 

11 78 

11.70 

11,63 

11,50 

All SGL trading 

(weighted YTM) 


12.79 

I2..S2 

10 04 

6.26 



... 

13.43 

12.03 


12.31 

... 

364-Day (RBI auction) 

Primary 

I2..S2 


12.50 


1221 

« 

12 08 

* 

11,94 

* 

11.84 

* 

11.73 

Secondary. DFHI (mid-point) 

II.(K) 

H (K) 

10.85 

10 70 

10.55 

10 85 

10.85 

10.85 

10.93 

11.65 

11.08 

10.50 

10.88 

All SGL trading 

(weighted YTM) 

13.27 

12 86 

II .50 

10 99 

11.54 

12 00 

13.32 

13.21 

13 75 

13.01 

1.3.06 

13.18 

13.66 

RBI Repo auctions (GOI securities) 


* 

m 

« 

* 

<¥ 

* 

• 

* 


* 

m 

* 

State government loans 

(coupon rates) 

14 00 


- 




- 

- 

- 


- 

- 

- 

All SGL trading 

(weighted YTM) 

10 66 

11 74 

II 64 

12 34 

11.61 

10 13 

12 12 

12.30 

12.45 

12.30 

11 86 

11.80 

12.05 

GOI Securities' Primary auctions 

I3,H0J 

V 


13 75'^' 

13 25''" 

• 

• 


« 


* 

m 


Secondary All SGL trading 

^ (weighted YTM) 

1361 

13.62 

12.58 

12 23 

12.67 

13 (K> 

13 18 

12 36 

12 55 

12 72 

12,80 

13.08 

12.87 

PSU Bonds yield • 

Tax free NS£ (traded, weighted) 

1 1 50 

II 73 

11 60 

11.72 

11.53 

11 39 

II 62 

11 62 

II..35 

11 21 

II 45 

11.73 

11.22 

NSE (range weekly) 

10 94 

noK 

11 17- 

12 44 

11 47- 
12.58 

10 07- 
11.63 

10.23- 

11.69 

11 39 

10 86- 
11.79 

10 86 
11 79 

11 23- 
13 46 

10.53- 

12.62 

11.45- 

11.45 

11.73^ 
11 73 

11.12- 

11.51 

Taxable NSE (traded, weighted) 

1741 

15.54 

15.53 

16 00 

15.59 

14..59 

14 95 

14.96 

15 24 

15 44 

14.87 

1.3.89 

15.59 

NSE (Range weekly) 

12 TH¬ 
IS ^\ 

14.30- 

15.60 

15 53 

13 20- 
16 06 

12 56- 
16.07 

12 54- 
15.12 

12.57- 
, 15.25 

I2..57- 

15.31 

15 24 

I2..50- 

15.62 

12.98- 

15.24 

12 55- 
15.13 

13.44- 

I3..'S9 

Commercial Bills'DFHI 
(Rediscount rate) 

15 00 

15.00 

14 50- 
15.00 

14.50- 

15.00 

15.00 

15 00 

I5.(X) 

15.00 

15.00 

14 00- 
15.5 

1400 

14 00 

1400 

Other .secondary 

(.^0/60/90 days) 

na 

na 

na 

na 

na 

na 

na 

na 

na 

na 

na 

na 

na 

CPiPrimary market (90 days) 

15.00- 

14.25- 

14.25- 

14 25- 

14.50- 

14 50- 

14 50- 

14 .50- 

14.5- 

14.5- 

14.5- 

14.5- 

13.50- 


I6(K) 

15.00 

15 00 

15.00 

16.00 

16 00 

1600 

16.00 

15.5 

15 5 

15 5 

L5.5 

14.25 

Secondary' DFHI (discount rote) 

1600 

16.00 

16.00 

16 00 

16.00 

16 00 

16 00 

1600 

16.00 

16 00 

16.00 

16.00 

16.00 

Secondary rnarkel/NSE 

13.50 

14 71 

na 

nu 

14 40 

14 50 

15,25 

14.20 

... 

13.50 

13.10 

14.00 

15.50 

CDs:Primary market (one year) 

14 00- 

14.00- 

14.00- 

14 00- 

14 00- 

14 00- 

1375- 

13.50- 

13 00- 

13 00- 

13.00- 

13.00- 

13.00- 


15.00 

15 00 

1.5.00 

15.00 

15.00 

I5.(K) 

14 50 

14.50 

14.50 

14.00 

14.00 

14.00 

14 00 

'Secondary. DFHI (discount rate) 

15.00 

15.00 

14 50- 
15.00 

14.50- 

15.00 

15.00 

15 00 

15.00 

15.00 

15.00 

14.00 

14.00 

14.00 

14.00 

Inter-corporate deposits 

15 00- 

I5.0(). 

15.00- 

15.00- 

15.00- 

15 <K)- 

15 00- 

15.00- 

14.5- 

14.5- 

14.5- 

14.5- 

14,5- 

(3(V90/I80 days) 

20.5 

20.5 

20.5 

20.5 

20.5 

20 5 

20.5 

20.5 

19.5 

19.5 

19.5 

19.5 

19.00 

UTM 964 Units (Week-end 

secondary market price in rupees) 

17.80 

17.80 

17.81 

17.73 

17.73 

17 73 

17 69 

17 69 

17.69 

17.69 

17.65 

17.63 

17.63 

Memorandum Items: 

(i) Forward premia (weekly 










H 




average) on the US dollar 
in inter-bank market 
(per cent per annum) 

Spot/Cosh 

3.78 

7.05 

7.17 

3.09 

4.V'4 

4.36 

7.99 

16.26 

12.30 

12.38 

8.83 

4.49 

7.71 

One-month 

5.35 

5.54 

4.55 

3.58 

6.69^ 

7.87 

8,50 

8.29 

9.22 

8.71 

7.07 

6.11 

7.19 

Three-month 

6.14 

6.18 

5.54 

5.08 

7,07 

7.81 

8.12 

7.56 

7 94 

7.14 

6.32 

6.14 

6.79 

Six-month 

6.63 

6.77 

6.37 

6.07 

7.51 

8.03 

8.15 

7.80 

7.89 

7.03 

6.34 

6.38 

6.61 

(iOHavala niie(Rs/US$) (Dubai) 

35.40 

35.30 

34.97 

35.25 

35.20 

35.20 

36.00 

36.00 

35.00 

35.00 

35.30 

.35,.30 

35.50 


N 0 tes, ... no trading * no auction na not available <«-) no floatation YTM s yield to maturity $ Auction held on May 29. # Only for 30 
days ® 17th being holiday the week ending up to I6ih RFmeansrepoitingFriday for fortnightly reporting of conditions of banking 
business and the fortnight serves as the reserve maintenance period, (a) 10 year, (b) conversion 5 year, (i) Superscript numeral denotes 
month to which figure relates, e g. superscript ^ stands for July, (li) Figures in brackets are percentage variations over the comparable 
pfevtous period, (iii) - means not available . 
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COMPANIES 


EPW Reseurch Foumlation 


SURYA ROSHNI 

New Joint Venture 

FORMERLY Prakash Tubes. SuryaRoshni. 
the second largest lighting aimpany in the 
country, after experiencing a fall in margins 
in the previous year has done well in 1993-94. 
Net sales were up by Rs 31.43 crore, operating 
profit by Rs 2.97 crore and net profit by 
Rs2.59 crore. Though depreciation and 
interest charges were higher, the effect was 
diluted by nil taxation for the ^car and 
rise in non-operating income. Exports were 
down by 25 per cent (Rs 64 lakh) for the 
year, while imports rose by 48 per cent 
(Rs 4.62 crore). An enhanced dividend of 
32 per cent was announced for the year as 
against 30 per cent in the previous year. 

Sales to total assets and sales to gross fi xed 
assets both fell during the year. Return on 
investment has declined to 12 per cent, 10 
per cent and 9 per cent in the pa.si three 
years, respectively. Earning per share 
fluctuated at R.s 10, Rs 9 and Rs 10 for the 
same period. Gross saving to gross capital 
formation rose by 11 percentage points for 

1992- 93 and by 2 percentage points for 

1993- 94. Short-term bank borrowings rose 
by 11 percentage points and 15 percentage 
points for the same period. K;iw material 
consumption fluctuated at 58 per cent, 60 
per cent and 57 per cent in the past three 
years. Debt-equity ratio fell by 3 percentage 
points for 1991 -92 and rose by 12 percentage 
points for 1993-94. Sundry creditors to 
current assets have declined to 23 per cent, 
16 per cent and 14 per cent in the past three 
years, respectively. Thecompany announced 
a bonus issue in the ratio of 3:4 during the 
year. 

The .steel division saw a competiti ve market 
during the year. The division expanded its 
marketing network geographically and 
created brand equity. It also obtained sales 
tax exemption on cold rolled strips and larger 
diameter pipe.s for a period of seven years. 

The lighting division recorded good 
performance for the year. It completed 
projects worth Rs 32 crore comprising H4 
auto halogen lamps at Malanpur and 
expansion in the capacities of GLS Lamps, 
GLS filament, FTL filament and tubular 
glass shells at Kashipur. Thecompany plans 
to invest R.S 3(X) crore in the next four to 
five years, A joint venture company with 
Osram GmbH christened Osram Surya has 
been sef'^p to manufacture energy efficient 
and infibvative lamps. Thejoim venture has 
undt^aken aproject for compact fluorescent 
lamps. 

Re.search development activities 
included deveiopment of a new process for 


fluorescent powder making which resulted 
in higher productivity, implementation of 
.single component instead of two component 
process and substitution of liquid N2 in 
place of dry N2. 

ICIM 

Lower Margins 

International C omputers Indian Manufaciure 
(ICIM), a major player in the information 
technology indu,stry and a leader in mid¬ 
range and mainframe computer systems, has 
experienced a tall in margins for the year 
1993-94. Though net sales rose by 10 per 
cent, operating profit and margins fell by 
167 per cent and 24 per cent, respectively. 
Nil taxation, ri.se in non-operating surplus 
and other income ail helped in preventing 
margins from falling further Exports were 
up by 20 per cent for the year and imports 
by 6 per cent. 

Earnings per share have I alien steadily in 
the past three years. Remuneration to 
employees rose by 6 percentage points for 

1992- 93 and by 2 percentage points for 

1993- 94. Return on investment fell from 4 
per cent in 1991-92 to 3 per cent in 1992-93 
and 2 percent in 1993-94. Inventories to 
.sales fell to 42 per cent, 37 per cent and 31 
per cent in the three years Consumption 
of raw materials fluctuated at 82 per cent 
in 1991-92, 74 per cent in 1992-93 and 78 
per cent in 1993-94. Sales to total assets 
fell in these three years while sales to gross 
fixed assets ro.se in the same period. Short¬ 
term bank borrowings to inventories 
fluctuated at 65 per cent, 80 per cent and 
60 per cent for 1991-92, 1992-93 and 
1993-94. Debt-equity ratio fluctuated at 46 
per cent, 60 per cent and 33 per cent in the 
three years. Exports to sales were up by 
8 percentage points in 1992-93 and 
I percentage point in 1993-94. 

The combined revenues of ICIM and its 
wholly owned subsidiaries (International 
Computers India and ICIM International 
Inc USA) were Rs 1.44 crore as again.st 
Rs 1.08 crorc in the previous year. Severe 
cuts in government expcnditurecouplcd with 
continued global reccs.sion and increased 
competition from multinational companies 
with branded products put additional pressure 
on the prices of computer systems resulting 
in dcpre.ssed margins. This depression in 
margins, according to the company, was 
covered by the 46 per cent growth in export 
perf ormance. Exports now constitute 26 per 
cent of total turnover of ICIM and its 
subsidiaries. Along with its wholly owned 
subsidiaries ICIM showed an increase of 97 
per cent in its software export business from 


R.S 14.7 crorc to Rs 29 crorc. thus placing 
it among ihe lop five software exporters in 
the couniry. It made successful entries into 
the software markets of Europe, west Asia 
and South-East Asia. During the year it also 
successfully completed the projects it had 
received from Japan and Au.stralia. The 
company continued to manufacture and 
export ‘Linewriler' printers to Genicom, 
USA. Genicom has now awarded a contract 
for manufacture and supply of two new 
models of printers. With technical 
collaboration with Fujitsu, Japan, ICIM al.so 
started manufacture of heavy duty, htgh 
speed line printers which arc said to have 
been well received. 

The company maintained its position as 
Ihe fourth largesi computer company in the 
couniry. During the year it delivered the 
first UNIX based Pyramid mainframe 
system in the couniry. In the field ol 
midrange and deparimenial Unix servers, 
the company ’ s desktops range of DRS 6(KK) 
were .said to have been well received. 
INTEL ba.scd DRS 3000 systems al.so did 
well in the market. The company also tied 
up with Dalacrafl Asia in a joint venture 
christened ICIM Dalacrafl Asia for 
providing .solutions in data communication 
networking 

MODI XEROX 

Rise in Sales 

Indian copier leader Mcxli Xerox, with a 52 
per cent market share, has done well for 
1993-94. Net .sales were up by 32 per cent 
(Rs 60.36 crore), operating profits by 14 per 
cent (Rs 4.19 crore) and net profit by 26 per 
cent (Rs 3.12 crore). Margins would have 
been higher but for the fall in other income 
and non-operating surplus and rise in taxation 
and depreciation charges. Exports were up 
by 39 per cent (Rs 2.46 crore). A dividend 
of 25 per cent was declared for the year. 
Short-term bank borrowings fell drastically 
from 64 per cent in 1992-93 to 12 per ccni 
in 1993-94. Sales to total assets rose from, 
153 per cent ib 1992-93 to 157 per cent 
in 1993-94 and sales to gros.s fixed assets! 
rose to 273 per cent and 316 per cent for 
the .same period. Earning per share rose from 
Rs 6 in 1992-93 to Rs 7 in 1993-94. Net 
value added to value of production fell by 
5 percenuge points while remuneration to 
employees rose by 2 percentage points. Raw 
materials consumed Increased by 6 
percentage points for 1993-94. Profit 
retained lo profit after tax rose by 9 
percentage points. Gross saving to gross 
capital formation rose by 40 percentage 
points for the year. 




Qpononfic and 




The W«ek*s ClM^ianies 


(Rf lakh^ 


Surya Roshni ICIM Modi Pfiseer Balmer 

Fiiiancial Indicators__ _ISSEOll-4">t'rii; apd. Co 

March March March March March March Match March March March 

1994 1993 1994 1993 1994 1993 1994 1993 1994 1993 


Income/appropruitioiiN 

1 Nei salch 

2 Value ot production 

3 Other Income 

4 Total income 

5 Raw materials/stnrcs and spares 
consumed 

6 Othei muniifacluring cx|X!nscs 

7 Remuneration lo cinployccs 

8 Other expenses 

9 Operatins: profit 

10 Inietcsi 

11 (Jrox> profit 

12 Depreciation 

13 Profit hetore ta,x 

14 Tax provision 

13 Profit after tax 

16 Dividends 

17 Retained protii 
Liabilities/assets 

18 Paid-up capilal 

19 Reserves and surplus 

20 Long term loans 

21 Short icim loans 

?2 Of which hank borrowings 
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40 Dividend (Vr ) 
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In I993'*94 the company introduced the 
Xerox MajestiK Series of colour copiers. 
In fax machines, it brought in the cost- 
effective plain paper technology and in the 
printer market it introduced inkjet 
technology. It also launched the value- 
engineered Modi Xerox 5212 copier during 
the year. Copier placements exceeded the 
10.000 mark with a growth of 22 per cent. 
Fax busines.s grew by 63 per cent for the 
year. Copter production increased by 23 
per cent over the previous year and toner 
capacity utilisation on u thrcc-shilt basis 
increased by 18 per cent. The company 
has developed a process lor selenium waste 
disposal and has filed a patent for the same. 

It also has the distinction of having launched 
the first personal copier in the country. 

PFIZER 

New Products 

Pfizer India, a subsidiary of Pfizer Inc of 
the US, has recorded good pcrtormancc lor 
the year 1993-94. Nci sales were up by 
Rs 38.53 crorc (26 per cent), operating 
profit by Rs 5.83 crorc (29 per cent) and 
net profit by Rs 6.52 crorc (187 per cent) 
The effect of increase in taxation by Rs 34 
lakh and depreciation by Rs 23 lakh wu.s 
nullified by the fall in interest charges by 
Rs 95 lakh. A dividend of 30 per cent was 
announced for the year. 

Debt-equity ratio tell by 16 percentage 
points tor the year. Short term bank 
borrowings fell from 61 per cent in 

1992- 93 to 50 per cent in 1993-94. Both 
sales to total assets and sales to gross fixed 
a.sseis rose tor the year. Earning per share 
rose from Rs 2 in 1992-93 to Rs 8 in 

1993- 94 Return on investmcni rose by 7 
percentage points Rcmuncraiiori lo 
employees tell from 62 per cent in 
1992-93 to 54 per cent in 1993-94. 

The pharmaceuticals division did well 
with improvement in sales During ih©^ 
year the company introduced ‘Amlograd*. 
a new product of research prescribed for 
hypertension and angina. Market shares 
of Becosules. Tcrramycm, Fasigyn and 
Corex were maintained, while Dolonex\s 
market share improved significantly in the 
anti-arthritic therapeutic class which is now 
available in capsules, dispersible tablets, 
injection and gel. The company's health 
care and medical education division 
conducted video presentations to various 
groups. Its animal health products 
maintained their leadership in the market. 
The new product ’Coxistac' has been well 
accepRMt ,in the poultry industry and has 
bceOiRie a market leader. All the lour 
manufacturing units at Thane. Chandigarh, 
K^yani and Ankleshwar registered high 
production. Ttie company sold oft its 
kalyani unit lo^^rrenr Pharma recently. 


It has also signed a co-marketing agreement. 
Pfizer plans to introduce new drugs which 
are in the pipeline, while Torrent will offer 
its extensive marketing network in the 
country. 

BALMER LAWRIE 

Capacity Expansion 

Balmer Lawnc and Company, a subsidiary 
of the government-owned IBP, has shown 
mixed performance for the year 1993-94, 
Net .sales were down by 16 per cent (Rs 68.74 
crorc). while operating profit was up by 7 
per cent (Rs 2.80 crore) and nei profit by 
7 per cent (Rs 92 lakh). Other income and 
non-operuting income were up by Rs 1.18 
crorc and Rs 32 lakh, respectively and 
unchanged taxation countered the efieci on 
margins ol a ri.se in interest charges and 
depreciation by Rs I 66 crorc and Rs 54 
lakh. A dividend of 28 percent wasdcclaicd 
for the year as against 26 per cent in the 
previous year. Both exports and imports 
were down lor the year by 41 per cent and 
49 per cent. 

Debt-equity ratio rtvsc .steadily at 89 per 
cent, 91 per cent and 97 per cent h)r 1991 -92, 
1992-93 and 199'^-94, respectively Short¬ 
term bank borrowmg.s llucluated ai 51 per 
cent, 85 per cent and 56 per cent lor the 
.same period. Sales lo total iis.scls rose by 8 
(icrceiuage point,s lor 1992-93 and tell bv 
34 percentage points for 1993-94 Sales to 
gross fixed assets fell by 118 |x:rceniage 
poini.s lor 1992-93 and rose by 39 percentage 
points tor 1993-94. Consumption ol raw 
muienals Icll by 6 percentage points lor the 
year Nci value added lo value ol production 
rose by 4 percentage ptnnis while remu¬ 
neration to employees fell b> 5 percentage 
poinis lot 1992-93 and 2 pereeniagc points 
for 1993-94 

The company continued to be the largest 
manulacturer of steel barrels m India with 
a market share of over 70 per cent Phe 
fail in the volume ol sale is being attributed 
to the increase in competition as a result 
of liberalisation. The LPG cylinder manu- 


f^aurihg.pi<int nit w^ieh t^d 

sustaining tosses for severa! years, was 
dispo.sed ol in May 1994. The greases and 
lubricants activity of the company 
continued to perform well and also largely 
contributed lo thcincreusc in the company" s 
profitability. In the synthetic and semi- 
synthciic tat liquors indu.stry the company 
has a market share of around 30 per cent. 
The leather chemical division is reported 
to have recorded a record-breaking 
pcrtormancc in terms ol turnover and prof¬ 
it To strengthen its icchnoiogy ha.se the 
company has enlcred into a iic-up and 
technical service agrcemeni with the well 
k no wn S pan I sh company. H i spano Qui mica 
SA. The company has also started export 
of Its lealhcrchcmicalsto.South-Ea.st Asian 
countries The company is also setting up 
a .5.000 tpa commercial plant lor the 
manufacture ol aluminium syntans In a 
bid lo expand the product range in the area 
ol speciality pcrtormancc chemicals, the 
company through research has succeeded 
in stabilising yield and other parameters 
lor commercial production «»l d.-tertiary 
butyl paracresol For this the phmi was 
comniisMoiicd and the separation 
technology was acquiicd Inim Sul/er of 
Switzerland With the marine licight 
market being bm^yaru. the company plans 
lo enhance miinutaclunng capacity by 
setting up a plant in the EPZat Madras with 
a capacity of 20.000 l EUs pel annum. For 
this a siatc-ol-lhe-aii plant is being built 
in icchnicai collaboration with German 
Tcctrans Tea expoil and ttading sulleicd 
a set-back due to withdrawal ol USSR 
from ihe Indian market and also due to the 
rise in prices ol Indian teas as compared 
lo prices i>l Kenya and Sri Lanka leas. 
Tlie 1 ravel Tiiurs .ind Cargo division did 
well for Ihe year. The Corporate Planning 
and Pro)ecis division also did well loi the 
year 

Research and development acti vim x ere 
I'ocuscd on development ol enviionmeni- 
Inendly lubricants for petroleum exploration 
and pniduciion industry. The technology 
is said to he ready for commercialisation 


I 

i For the Attention of Subscribers and 
I Subscription Agencies Outside India 

It bus come in our notice thui a large number of suhseripiKms in the from oui.sidc 
the country together with Ihe suhstripiion puymcniN sent to supib>scd subscription agents 
in India have not been lorwurdcd U) us 

Wc w ish 10 point out to .subsetibers and subscription ugcneics tiuistde India chut all foreign 
Mihscnptions. logcthei with the uppropnaie reinitlanccs, must he forwarded to us and not 
to unaulhori.scd third parties in India. 

We lake no res|)t)nsibilit> whatsoexer in respect of subscnpiitins not registered with us. 

, MANAca-s 


Economic Piiltiical iunc IS95 


1276 




CIVIL LIBEIHIES 


r 


P^ce and Porn 

AGNoorani 


Police authorities in Maharashtra have urged the state government 
to empower them to confiscate 'obscene material' directly, 
without first having to register an offence. But, surely, the better 
course is for the concerned government departments to expedite 
action on police reports rather than make policemen judges of 
pornography. 


POLICE authorities of Maharashtra arc 
reported {The Times of India, March 25) 
to have urged the state government u» 
empower them to confiscate periodicals 
and magazines which publish obscene 
materials' directly and without having first 
to register an offence. As of now a police 
officer is required first to register an offence 
against the editor, printer, publisher or the 
vendor, send a copy of the offending 
publication to the general administration 
department (GAD) of the state government 
at the Mantralaya with the police repon. 
The GAD sends it to the law and judiciary 
department via the home department. The 
police receive the approval, after a couple 
of months, to approach the courts and 
apply for seizure ofcopies of the material. 
It now wants removal of these checks on 
the ground of despatch and seeks power 
to act instantly. 

That there is a problem must be conceded. 
There is an extensive trade in porn. In 
1994 about 1,800 obscene video film 
cassettes and 40 video-recorders valued at 
over Rs 10.5 lakh and hooks and journals 
worth Rs 1.2 lakh were seized and 20 colour 
TVs and 20 VCRs worth over Rs 4.50 lakh 
were 'confiscated’. One assumes that all this 
was done under court orders. 

Sections 3 and 6 of the Indecent 
Representation of Women (Prohibition) 
Act, (986 arc a latterday arrival in the 
statute book. For long section 292 of the 
Penal Code held away. It defines obscenity 
as material which i,s “lascivious or appeals 
to the prurient” or material the effect of 
which ”is such as to tend to deprave and 
corrupt persons who are likely^ having 
regard to all relevant circumstances, to 
read, see or hear the matter contained or 
embodied in it”. This provision has been 
the subject of judicial rulings galore, Tamil 
Nadu added an amendment for the state 
(S 292A) which punishes material which 
is "grossly indecent, or is scurrilous or 
intended for blackmail”. 

Are police officers to be endowed with 
the pov^er to not on section 292 without any 


check and become its decisive interpreters 
at the first stage ' As the law .stands today, 
section 91 ol the Criminal Procedure Code 
empowers not only the court but “any officer 
in charge or a police station” to issue a 
summons lor the production of anything 
which is necessary or desirable for the 
purpose ot any investigation. (An offence 
under section 292, moreover, is cogni.sable 
and bailable. The police may arrest without 
a warrant.) U the person is not likely to 
produce the thing, the police can move the 
court lor a search warrant under sections 
93 and 94 It can iherealier enter the place 
and seize the material. But the fate of the 
material depends on the result of the 
prosecution. 

Section 95A empowers the stale govern¬ 
ment to forfeit liieraiure which violates 


section 292 or. one should add, sections 
153 A or B of the Penal Code (promotion 
of communal ill-will). Section 96 provides 
for an application to the high court to set 
aside the forfeiture. 

Surely the best course is for Mantralaya 
to expedite action on the police report 
rather than make policemen judges of 
pom. It should not be too difficult to act 
on cases of crass, palpable obscenity 
and authorise the police expeditiously to 
move the courts. But to allow the police 
to seize and “confiscate periodicals 
and magazines” on the ground of 
obscenity is to risk violation of article 
19(1 )(a) of the Constitution. The 
fundamental right to freedom of speech 
and expression can be restricted inter 
alia on the grounds of decency or 
morality’, words that hel| in construing 
section 292 of the Penal Code. Moreover, 
clause (2) to article 19 requires that the 
restrictions mu.st be ‘reasonable’. The 
Supreme Court has ruled that this applies 
as much to the procedural as it does to the 
substantive aspect. It is hard to see how 
conferment of power of confiscation as 
demanded by the police can be sustained 
constitutionally. 

Obviously, the police authorities have 
made no such demand in respect of journals 
which purvey communal hate. LikcSaamna, 
for instance. 
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COMMENTARY 


Muddled Thinking on MultOateralism 

PSM 


In an international context of crumbling multilateral arrangements, 
India needs a multiplicity of policy options and a diversity of 
prospective markets with which to integrate to optimise its economic 
performance. Neither of these conditions appears anywhere near being 
satined. 


FROM the Indian viewpoint, the Uruguay 
Round of trade negotiations was a saga of 
continuous compromises, rationalised by 
officialdom through a variety of defence 
stratagems. After all the matters of detail 
were exhausted, the arguments for the 
defence felt back upon a few very basic 
proposttions - that India stood to lose 
rather than gain from staying outside the 
framework of a global trade treaty, that a 
few sacrifices of individual national interest 
were necessary to safeguard the collective 
good, that the compromises made would 
have no more than ephemeral impact, and 
that the benefits of the new world trading 
order would not be delayed in their 
manifestation. 

Theargumentsremained inconclusive. The 
country was presented with a fait accompli 
in April 1994, when the Marrakech conclave 
of world trade ministers put its imprimatur 
upon the final act of the Uruguay Round, 
and resolved to establish the World Trade 
Organisation as a super-bureaucracy that 
will enforce the rules of the game into the 
foreseeable future. 

The WTO duly came into existence with 
the dawn of 1995i Yet, six months into its 
tenure, its membership roster is riddled with 
the kind of ambiguity that the Marrakech 
conclave had wilfully set its face against. 
For its part, India is in default on a basic 
Qualifying condition for membership of the 
body, with the parliamentary deadlock over 
amendments to the Patents Act remaining 
unresolved, 

I'hc country can however take solace from 
the fact that its transgression of WTO rules 
is of a relatively minor order, since the world 
trade heavyweights who were responsible 
for the creation of the body have hardly 
shown any inclination to play by its rules. 
In recent months, long simmering trade 
irictions between the US and Japan have 
moved from the stage of threats to action 
and retaliation. And the discord has not 
remained confio)^ lo this most sensitive 
axjs of world Other major economies 
such as Germtfiy China have also begun 
attracting American ire - though as yet with 
considerably fesaer degrees of severity. 


If ever there has been a conjuncture which 
challenges the orthodox assumption that free 
trade makes for harmony and equilibnum, 
it clearly is today. Yet in a context that 
seems unmistakably to be rendering it 
obsolete, the main global multilateral bodies 
have decided to stick to this orthodoxy. The 
unpleasant consensus at the recent spring 
meeting of the IMF and the World Bank was 
that no viable policy instrument could be 
found to bring the violent lluctuations of 
world currency parities within tolerable 
bounds. Faced with the complexities of the 
currency market, the mighty multilateral 
bodies which have at vanous times struck 
dread in the third world, see little option but 
tothrowuptheirarmsindespair, and reiterate 
well-worn nostrums on the desirability of 
fi.scal discipline 

The World Bank and the IMF confronted 
three key issues at their recent .spring session. 
First, the free tall of the dollar against other 
major world currencies has accentuated the 
potential for disharmony m world trade. 
Second, the crisis in Mexico, with 
international investors pulling the plug on 
what was once touted us un emerging 
economic miracle, had ruthlessly highlighted 
the vulnerabilities of thud world countries 
to sudden ebbs and flows of world capital. 
And finally, there was the long-pending 
issue of improving liquidity in the world 
economy through an issue of the IMF's 
special drawing rights. 

On all three matters, consensus eluded the 
assembled finance officials from across the 
world. The dollar’s swoon was rightly 
ascribed to the unviable current account 
deficit that the US has been running for over 
a decadc-und-a-half, tn licentious over-use 
of its position as custodian of the world 
reserve currency. The USdcficit has tor long 
been a sate haven for world surpluses of 
capital to park themselves. An added 
incentive has been the position of the US 
as motor of the world economy, with the 
capacity to absorb imports on a scale that 
makes tts welfare a vital determinant of 
economic well-being elsewhere. 

But the close identity of interests which 
sustained an appearahce of harmony Has 


been under growing strain. Through the 
years of the Reagan presidency, the fortanes 
of the world's major economies came tp be 
closely conjoined. But in the Bust) years, as 
the US slipped into recession, Japan and 
Germany remained buoyant. And when the 
US began to pick up at the tail-end of the 
Bush presidency, Japan and Germany began 
visibly to Hag. Now, when the American 
authorities are preoccupied with methods of 
engineering a ‘soft landing' tor the economy 
that would rein in the danger of inflation, 
fears ot a continuing slump have heightened 
in Germany and Japan. The un.synchronised 
economic cycles in the major world 
economies today militate strongly against a 
global upturn of any substance. 

Policy co-ordination between the major 
economies, which through the 1980s had an 
appearance of efficacy, however deceptive, 
has now yielded lo increasing contention. 
Interest rate fixation and market inierveniion 
operations by monetary authorities arc unco- 
ordinaied in iheir conception and 
unpredictable in their results. In these 
condition.s of growing instability, capital 
flows have shown a tendency to oscillate 
wildly about the globe, especially since 
residual entry harriers in third world markets 
have been removed under the goad of IMF- 
World Bank style structural adjustment 
policies. 

The consequent instabilities are a matter 
of serious concern lor the US, since 
countries in its clo.se neighbourhood - 
such as Mexico “have been especially 
vulnerable. When faced with the Mexican 
crisis early this year, the US set about its 
salvage operation with few efforts to even 
maintain an appearance of consultation with 
other economic powers. Since the volume 
of capital infusion required for the rescue 
effort was of a magnitude that made it a 
matter of global concern^ American 
unilateralism was not viewed with great 
sympathy elsewhere. 

As a sequel to this episode of discord, the 
US’s advocacy of a .special IMF facility to 
deal with Mexico-type contingencies failed 
to win much favour at the spring meeting 
of the Bretton Woods twins. Germany in 
particular, made an argument convincing 
in the circumstances “ of the ‘moral hazard’ 
involved. The accessibility of such a facility, 
said Germany, would only be a licence for 
fiscal and monetary profligacy on the pan 
of prospective beneficiaries. Thegmaterneed 
would be for all countries to respect the 
traditional virtues of fiscal common sense. 

The third world had little option but to 
remain passive observers as this morality 
play in the world of high finance evolved. 
With some reservations, (he US wcht along 
with the moralising posture in relaiiofi to 
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other coumdes. But when it came tb its own 
fiscal - and derivative current account - 
deficit, the US turned the tables. The blame 
lay not so hiuch within^ it argued, as without. 
Deniolof access for Americiin manufacturers 
in major overseas markets was at the root 
of the current instabilities in the world 
economy. 

The friction with Japan has been a recurring 
teacure of US trade diplomacy over the last 
five years. But Germany's addition to the 
list of unfair traders, for supposedly blocking 
the entry of American power generation 
equipment into that country, offers some 
novelty. Germany, of course, made few 
concessions on this score, brusquely 
dismissing recent American complaints as 
a thin cover for its inability to attend to ^ 
deepening internal savings imbalance. 

But if the dispute with Germany is 
incipient, America's tensions with Japan 
seem rapidly to be spilling beyond the 
bounds of bilateral bargaining. Faced with 
the Japanese refusal to undertake quanti¬ 
tative commitments for purcha.scs of 
American automobile components, the US 
imposed punitive duties of 1(X) per cent on 
(he import of certain Japanese car models 
into Its giarket. The US imagined that its 
coercive diplomacy would, us bet ore, bring 
forth a compliani response. Bui the 
Japanese showed no sign of wanting to 
play along. By taking the matter to the 
WTO, Japan has confronted this newest 
component of the triad of multilateral bodies 
that oversee the global economy with its first 
serious test. The US tor its part .st*ems 
thoroughly befuddled by the tough Japanese 
response, as also the manifest lack of 
sympathy shown by the European Union. 

The American sense of frustration is 
palpable. It cannot risk the dellation attendant 
on a curtailment of its fiscal deficit, without 
prior guarantees that the loss of domestic 
demand wil t he made good through incrca.scd 
overseas demand. The rapid erosion of its 
competitive strength in manufacturing 
impelled the US, all through the Uruguay 
Round, to stake out a succession of claims 
on the services front. And de,spite all the 
concessioas it won through the multilateral 
talks, the US remains vulnerable. This is 
pushing It towards risking all the manifestly 
asymmetric gains it garnered through the 
Uruguay Round in a final test of will with 
other countries. 

The recent American bluster oversteps the 
limits of even the highly qualified varici> 
of multilateralism fashioned oversucces,si ve 
rounds of GATT negotiations. And when 
confronted with the inevitable adverse verdict 
from the WTO, the US would have to choose 
between upholding the authority of the body 
that it had no smalt part in creating, or 
wrecking it irretrievably. 

The fnomh of June is decisive in that it 
will put the WTO dispute settlement 




roadiineiry to (est for the first time. The 
monfoalsfimpresents aself-imposed deadline 
for the member nations to work out agreed 
rules of iiherali.sation forthefinancial services 
.sector. Following this, the cpiitentious issues 
of environmental and labour standard,H would 
presumably be brought into the bargain. 
Third world nations, with India playing the 
spokesman’ .s role that it abdicated during the 
Uruguay Round, have strongly opposed the 
introduction of these elements into the trade 
ncgot1ation.s. Bui if the expcnence of the 
past IS any guide, then the US will use its 
broad identity of interests on these issues 
with other industnaiised countries, to force 
them onto the agenda. The US's trade disputes 
with Japan today have an intractable character 
about them. But a po.s.sihle diversion for both 
could come from turning (he heat on third 
world countf ics which allegedly tail to respect 
the environmental and labour standards in 
force in the indiisinuli.sed world. 

These would, however, .seem to afford no 
more than iransieni relief. The fundamental 
asymmetries between the US and its main 
trading partners are too deeply imbedded 
to respond to any variety ot cosmetic 
surgery And even il the overt agenda of 
world trade ncgoiiations has been to 
strengthen the prmciplc.s ot multilateralism, 
processes just beneath the surlacc suggest 
that mullilaicralism is an idea who.se lime 
has passed. 

In the four years preceding the 
establishment of the WTO - in the decisive 
phase ot negotiations under the Uruguay 
Round - the trend towards tormation of 
regional trading arrangements was 
considerably accelerated. A report prepared 
by the WTO secrciiiiiai has identified 
regional economic groupings - a third of the 
total number lormcd since 1948-as 
creations of the period between 1990 and 
1994. 

Regional prclercnfial trading arrange¬ 
ments arc an important exception to the 
cardinal rule of the WTO - that principles 
applied to one member country should apply 
equally to others. Recent experience seems 
to^ndicaic that the exception is likely soon 
to prove the rule. The virtues ol 
multilateralism were a major prop of the 
Indian governmenrs defence against 
domestic critics all through the Uruguay 
Round. But in subsequent efforts to gain 
entry into some of the more significant trade 
blocs, there is the uneasy realisation that 
multilateralism in today’s context is 
irrelevant, and has perhaps given way to a 
fornt of discriminatory regionalism. And as 
the US's recent actions against Japan 
demonstrate, arbitrary bilateral pressures are 
Mother unavoidable part of today's world 
trade context. 

Indian cffictaldom has shown the ability 
for sclj-mortification - so well celebrated in 
wcsictft .stereotypes about the country - in 


itseffort tohitchthe country i 0 someie|$ionai 
trade bloc. Soon after the North 
Free Trade Area (NAFTA) was set up, India 
made a few overtures for membership of that 
body. Shortly afterwards, trial balloons were 
floated about the country’s prospects as a 
member of the Asia-Pacific Economic Co¬ 
operation Council (APEC). For obvious 
reasons, derived from the immutability of 
geographical facts, neither initiative won 
very much support from the other countries 
involved. Then followed a half-hearted effort 
to obtain membership of the Association of 
South-East Asian Nations (ASEAN), which 
again proved infructuous. 

Since the accelerated process of economic 
liberalisation began in Jhe country in 1991. 
India’s economic fortunes have come to he 
closely joined with lho.se of the US. This 
is partly a matter of design, but perhaps 
mainly forliiHous - since the US economy 
went into a cyclical upturn shortly after the 
initiation of India's reforms. Export 
performance commencing from the financial 
year 1993-94 has been one of the few hnght 
spots in India'.H economic fortunes since the 
reforms started. And an analysis of the main 
export destinations since then shows, first, 
that (he US in itself has been growing in 
impiirtance as a market for Indian 
incichandise, and. second, that East Asia is 
a potential market only res4rained by the 
lluciuations m regional economic fortunes. 

Ot the total quantum of India’s export 
growth in 1993-94. the countries of the 
APEC lorum accounted for over 50 percent. 
The share of the US alone in the quantum 
of export growth was fractionally above 15 
per ccm. The following year, the share of 
the APEC countries in aggregate remained 
steady, but that ot the US went up to the 
region of 30 per cent. 

Clearly, the US is tending to bulk larger 
in India's export basket since the initiation 
ofihe 1991 economic liberalisation process. 
The preponderant intluencc of the US is 
rcfiecicd in official exchange rate policy. 
Despite the rapid erosion of the dollar value 
again.st the Japanese yen in the last lour 
years, it has maintained its parity against the 
Indian rupee virtually unchanged. With the 
American market being the mo.st important 
in the current conjuncture, the moneiary 
authorities in India are disinclined to allow 
international currency chaos to intrude into 
the fortunes of iis exporters. 

India's policy stance proved reasonably 
well attuned to the fluctuations of economic 
fortunes in the first half of the decade. 
Whether it will continue to be so, remains 
unclear. Inaconicxiot mimbling multilateral 
arrangements, the country would appear to 
need a multiplicity of policy options and a 
diversity of prospective markets with which 
to integrate, to optimi.se its economic 
performance. Neither of these conditions 
appears anywhere near being satisfied. 
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One-Sided Agreements for ‘Fast I^ck’ 
Power Projects 

Case of Spectrum’s PPA 

Kaniuin Siinivasan 

The Andhra Pradesh Elecricity Board*s agreement with Spectrum 
Power Generation illustrates once again how the agreements for the 
so-called fast track* power projects are weighted in favour of the 
foreign investors. In this instance, on an investment of Rs 956 million, 
the promoters should make in excess of Rs 300 million annually after 
their plant begins operations. 


THE Andhra Pradesh State Electricity 
Board's (APSEB) Power Purchase Agree- 
ineni { PPA) with Spectrum Power Generation 
tSPGL) on July 13, 1904 illustrates the 
returns available to investors in the seven 
last-track’ pttwer projects. Like the others, 
the contract has been negotiated - not 
awarded though through any competitive 
process. And like them, the return on equity 
is assured; the investors include manu¬ 
facturers of power plant equipment; there is 
no special incentive to minimise the cost. 

Though SPGS is hydrocarbon-fuelled, it 
is not a peaking plant as would have been 
more appropriate lorone based on a rclaii vely 
scarce (compared to coal) imported fuel - 
hut a base-load one. This reduces the flexi- 
htiity available to the grid, and compels it to 
buy power from a relatively expensive pro¬ 
ducer - pushing up tariffs for all consumers. 

Like Enron's Dabhol project (DPC) in 
Maharashtra, SPGL will set up a combined 
cycle gas turbine plant which can run on 
diesel or distillate. But its installed capacity 
will only be 208 MW - against DlK"s 695 
MW. STOL's Project Information Memo¬ 
randum of April 1994 puts the capital cost 
at Rs 7.78 billion. That would amount to 
Rs 37.4 million a megawatt. Compare this 
to DPC's Rs 43.5 million per MW - surely 
the latter should enjoy some economy of 
scale? Why is DPC .so expensive'^ 

Project Casr and Financinci 

The SPGL promoters wi11 provide R s956.9 
million of equity - toward a total project cost 
of Rs 7,780 million: 

ks in miltion 

Financing 
Total equity 

Proji^i porticipants 41 per cent 956.9 

Foreign Pinunctal Institutions 
(ADB/AFIC/CDC)(25 per cent) 583.5 

Public issue (34 per cent) 793.6 

2334 0 

...Dsfe?_ .. 

Rupee Loon FC Loan 

AIFls 840.0 2^172.0 

ADB/FMO - 2,334.0 

CDOECGD 840.0 4,606.0 

5,446.0 

7,780.0 

Expenditu^ 

Lund and site development ^ 124.7 

Plant and tnachinay (EPC) : *' 6164.6 
Other miseeUaiieous fixed assets ' , 60.5 

Technical committancy 108.1 


Frciiininary expenses 

72.0 

Pre-operative expenses 

885.1 

Contingency 

248 3 

Capital cost 

7663 3 

Margin money tor working capital 

116.7 

Total 

7780 0 


Payments by the Stale Electricity Board 
will be guaranteed by the Andhra Pradesh 
government and counter-guaranteed by the 
government of India. The Power Purchase 
Agreement with APSEB also provides for 
an irrevocable letter of credit, as well as an 
escrow account to be opened by APSEB 
with Its bankers. 

The plant will consist ot three Westing- 
hi>use 251BH gas turbine generators with 
three waste heat recovery boilers and one 
steam turbine generator. Rolls-Royce Power 
Generation Sysiem.s, the turnkey engineenng. 
procurement and construction contractor, 
will guarantee the cost, performance and 
scheduled completion of the project against 
liquidated damages. The plant is meant to 
be commissioned in 26 months from closing 
of financing and commencement of the EPC 
contract in mid-94. The stipulated unit heat 
rale IS 2.900 kilocalories a kilowatt hour lor 
combined cycle operation. 

The Indian government has allocated 0.75 
million cubic metres per day of natural gas 
from the Krishna-Godavari basin and a Fuel 
Supply Agreement has been signed with 
GAIL. The supply of gas is to begin on July 
16, 1995 or earlier and will continue till 
December 31, 2007. SPGL has obtained an 
assurance of liquid naphtha from HPCL's 
Vizug Refinery as interim/standby fuel. 

On an investment by the promoters of Rs 
956 million, they should make in excess of 
Rs 300 million every year after their plant 
begins operation. 

The two-part tariff is composed of a fixed 
charge and a variable charge. It comprises 
the interest on debt and principal; the return 
on equity; interest on working capital; 
depreciation; operation and maintenance 
expenses; taxes, and insurance, A 16 per 
cent return on equity irf assured at a plant 
load factor of 68.5 per cent - and generous 
bonuses ensure that around 30 per cent ROE 
will be available. 

The Power Purchase Agreement tells us 
jthat "tte variable charge component of the 
tariff (comprising costs of gas) will be 
deienriined as follows: 


(t) Heat Rate * h kilo cal/kwh; (2)>GC 
ofgas(base)*gkilocat/cubicitietre;(3) Ba 
cost of gas at gas metering point of t 
Project w C (Rs> per 1,000 cubic metw 
(4) Auxiliary Consumption, A per cent, 
gross generation; (5) Base Variable Char, 
component of Tariff'of Energy Unit de 
vered = Uo »(IOhC)/g( IOQ-A)Paisc/kwh. 

The government of India guidelines f 
*fasi-track' power projects have be< 
adopted. Bonuses begin at a plant load fact 
of 68.5 per cent; up to 80.5 per cent, the 
i.s a 0.4 per cent increase in the return assun 
for every I per cent increa.se in the PLF.. 
levels of production above that, there is 
0.5 per cent increase in ROE for every 1 p 
cent. And above 85.5 per cent the return ns 
to 0.6 per cent lor every 1 per cent nsc (f 
the entire portion above 68.5 per cent). 

Spectrum will be paid on the basis of t\ 
power it offers lo generate - whether or n 
the hoard has requirement ot that powi 
This will include what is termed deemi 
generation. ‘Deemed Generation shi 
mean..thc quantum of energy which ti 
company was in a position to generate...h 
did not generate, as a direct result of: 
(a) any direction in writing issued by t 
hoard... 

(h) any failure on the part of the board 
purchase energy... 

(c) any emergencies in the grid of the board 

(d) any non-.supply or short-supply of g 
and alternate fuel by the supplier 
beyond the reasonable control of i 
company... 

(c) any political force majeure event... 
(f) instability associated with low volla 
or trcquency on the board’s system 

Should the hoard seek to terminate l 
contract, the company has six months I 
“either (a) cure the company event of dcfai 
which gave rise to the lennination notice 
or (b) transfer, sell and/or assign ihe projc 
lo the hoard, ihc lenders or any third par 
purchaser..." 

The agreement has spelled out ti 
circumstances under which SPGL can com[ 
the hoard lo buy out this plant; or the boa 
can compel SPGL lo sell: 

“(a) The occurrence of any event of for 
majeure; (b) Any change in law restrietii 
the company's ability lo convert rupee.s in 
foreign currency or remit funds in forei 
currency outside India; (c) Any failure 
the hoard, the scheduled bank,..and the G/ 
or GOI..,io pay any amounts owing to ti 
company under this agreement... (d) 
winding up of the company." 

Should the company require the board 
buy out the plant: 

'Ihe buyout price will be the greater 

(i) The fair market value of the project... 
the date of the buyout event, and (ii) 
amount equal to the sum of all outstandi 
debt and other obligations of the compdt 
to the lenders under theFinancing tk)cumei 
(including any pre-payment penalties 
rebates as required in the Pinancit 
Documents) and the equity invest^'. 

And should the boai^ demand that tl 
company sell the plant: buyout pn< 

shall be an amount equpi to the sum oi 
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the oitMii^g am 

af Oic tmdp^y to Ihe lenders under the 
Financing Documents) and the equity 
invested*'. 

What Happens to Consumers? 

The National Working Group on Power 
(composed of two former members of the 
Planning Commission, a former finance 
secretary to the government of India, three 
former chairmen of the Central Electricity 
Authority and two former chairmen of slate 
electricity boards) has studied the impact of 
all these six new projects - promoted by 
Enron (Phase 1 only). Cogentrix, AES, ST 
Power, Spectrum, GVK, and the Hindujas 
— on the boards of the states in they will 
be commissioned. Their conclusion is that 
the annual outHow Irom the SEBs to these 
companies will be of ihc order ol Rs 56 
billion. If tariffs arc not increased beyond 
current levels, then the additional los.ses will 
be of the order of Rs 37 billion. 

About 50 per cein of the revenue of boards 


sudi us whom SpeoUfttpi iii Idciited) 

will gb to pay for this veiy kmall nutilber 
of new pirojects. leaving them with limited 
resources to maintain their Own generation. 
In order to avoid losses, the SEBs will 
have to raise tariffs; and subsidise these 
new power projects with that increased 
revenue. According to the working group 
on power, the SEBs’ .subsidy would be 
more than a rupee for every unit of power 
supplied to the consumer - a total subsidy 
for these six projects of the order of 
Rs 28 billion. 

In the case of Andhra, the group on 
power projects found that the additon of 
1443 MW by Spectrum, GVK and the 
Hindujas will result in a loss to the board 
of Rs 14i6l billion at current tariff levels - 
or Rs 13.36 billion if a more realistic 
tariff building in a 3 per cent rate of return 
(ROR) were stipulated. If APSEB is to 
avoid a loss. Us average tariff will have lo 
ri.se by at least 29.23 per cent - over the 3 
per cent ROR. 


Development or Destruction? 

New Mining Projects in Orissa 

Vidhya pas 

The two lat'^e export^orieuted bauxite mining and aluminium projects 
comin}t up in the tribal areas oj Orissa, have sparked off widespread 
protest from the local population. 


KASHIPlJR block ol Orissa is one ol the 
poorest regions in the country where deaths 
due 10 malnutrition and disea.se Ireqiicnlly 
occur. This underdevelopmcni has prompted 
tunds 10 How into ihe region through various 
deparimcnls. programmes and piojccis 
Unforlunaicly, only a small percentage of 
this has actually gone into development. The 
government of Ori.ssa. has now opened the 
legion to privale.sectorinve.slmcnt in bauxite 
mining and processing. The hills of Kashipur 
have very rich deposits of bauxite: land and 
labour value in the region is cheap, water 
IS available in plenty from numerous 
perennial streams, and the transport and 
communication infrastructure is well- 
developed. A railway link between the mining 
area and Visiikhapatnani, the closest sea 
p<m, has been constructed, and all weather 
roads providing communication to all the 
areas being prospected are coming up. 

How does such industrial activity benefit 
the people of the area, who arc primarily a 
peasant community; what would be the 
impact on the natural resource base which 
is the prime sourre of sustenance for most 
tribal groups in this state? What has been 
the experience of people around bauxite 
projects in other parts of the state? Two 
private sector companies, have started 
prospecting and testing in Kashipur block 
in Rayaga^ district and in the bordering 
^as of Thuamtilrampur block in Kalahandi 
disti^. On onesideof thisregion* Ihe Utkal 
Aiumiim iptemationaJ Company, a con- 
of IfidiiNi Altimimum Company 

tone 3, 


(INDAL), TATA and Hydro-Aluminium ol 
Norway, plan.s lo build an alumina refinery 
in Kucheipadar punthayai ol Kashipur block. 
The initial estimated mvcslmenl is Rs 2,4(K) 
crore. The bauxite ore will be transported 
via conveyor belt horn the Baphia Mali 
plateau, about 14 km away. This plant, 
initially of one million metric lonncs capacity, 
is to he subsequently expanded to three 
million metric tonnes capacity. Larsen and 
Toubro, in collaboration with ALCOA of 
America, planning an initial invc.stment of 
Rs 1.500 crore, proposes to have its refinery 
in Kalyansinghpur in Rayagada district 
processing bauxite from Kutrungmali pL'ireau 
in the bordering Kalahandi district. Various 
other areas like Sijimali are also being 
prospected. Both the L and T and INDAL 
units are 100 per cent export-oriented. Over 
the last three years these tribal hinterlands 
have seen strangers speaking various alien 
tongues perusing endles.«: questionnaires, 
gathering all kinds of information, seitirig 
up drilling rigs and other machinery, and 
taking soil and water samples. People are 
told tha* the area is going to be mined for 
bauxite, factories are going to be set up and 
that they will have to leave. Little else has 
been made clear to them. 

This has upset the normally easy*going 
tribal people of the region who have taken 
to resistance in various forms. Their first 
aiternm in Kucheipadar village was to dig 
a drten across the road to stop the traffic. 
Spontaneous protests from people of the 
sanfeviilage hasmsultedlii machinery ]^ing 
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damaged. But the entire bldck is undiarrriege, 
andfn other areas too the people 
^spicious and;veary of the constant tmoision 
into their lives by strangers and alien 
technology. In Sunger panchayat, through 
which pass the roads to areas being prospected 
by L and T, the people of Sunger G P and 
Kerpai and Nakarundi G Ps of Thuamul- 
rampur block gathered on February 17 to 
launch a protest. Demanding that they be 
informed fully of the project planned and 
its consequences for them, the people have 
blocked all routes to the mining sites till their 
demands are met. Despite retreated entreaties 
by various officials and elected representa¬ 
tives, including the district collector and the 
local MLA. they refused to budge unless 
their demands are met. 

Perhaps it was this that inspired them oi 
perhaps they were driven by fear of the 
uncertain future lhai such intrusions 
threatened, but the people in and around 
Kucheipadar once again took to prote.st 
action. They stopped the .survey work going 
on in the village of Ramibeda, When some 
of them were arrested and taken to the police 
sialion at Tikiri, more than a LOCK) women 
and men gathered outside the police station 
and refused to leave till the arrested people 
were released The companies arc losing 
time and money and the government is 
hardput to honour its commitment lo them. 
The investment is heavy, to the tune of Rs 
5,(KX) crore at a very conservative estimate, 
and precious days slip by. bringing the typical 
heavy monsoons of the region ever closer 
and increasing the prospect of the companies 
losing a whole season. 

In an ailcmpi to consolidate their efforts 
to protect Ihcir land and their resources, 
people in and around the villages of Sunger 
panchayat have organi.sed the Anchalika 
Sui aksha Panshad. The demand of the people 
IS primarily for information as they have 
detailed in a letter to the 'tahsildur* of 
Kashipur; 

“Wc have heard that an inve.stmcni of 
Rs 5.(K)() crore lor two alumina plants in and 
around the Kashipur block of Rayagada 
di.sirict \s being planned The people of 
Ka.shipur block should be told all ihe derails 
of these projects, and clearly and in no 
uncertain terms whai is to be the effect of 
these projects, and the mining, on our lives 
and on ihe natural resource base of the area: 

- What arc the terms and conditions agreed 
upon beiwccn the companies and the 
government for the setting up of these 
projects; 

- Our rights as the native inhabitants of this 
region to our land, forests and homes are 
being snatched away from us. as we arc 
threatened with eviction with no options 
offered. What is the government’s re.sponsc 
lo thi.s? 

- What arc the benefits to the people ol 
Kashipur block of Rayagada district, and 
Thuamulrarnpur block of Kalahandi district, 
from this mining and industrial activity?’* 

The proposed projects for mining and 
processing of bauxite arc 1 (X) per cent export- 
oriented units along (he border areas of 
Rayagada and Kalahandi districts, which 
have a large tribal population. The region’.^ 
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fragile ecosystem has been, rendered more 
vulnerabie by extensive defdrestikion. Here 
the tribal people (or the others fo^that maiter) 
are not ^rmitted to own privately major 
portions of the land as it has high gradients, 
on the grounds of ecological instahility and 
environmental protection. 

The new projects envisage mining of ore 
from the plateau tops in these areas through 
open cast mining. On just one plateau. Baphla 
Mali, the bauxite bearing area is estimated 
lobe about I Osq km. The mined and crushed 
ore will be transported via a conveyor belt 
system to the alumina factories. It is estimated 
that at least another 1,S(X) ha of land would 
be required for the factory, the red mud 
(bauxite residue) pi>nds. the ash pond (from 
the captive power plant), the township, and 
the conveyor belt corridor lor each unit. 

Quite apart from the wretched tribal people 
who are fated to make way lor these high 
profile plans, what happens to the 
surrounding area? In bauxite mining, u 10 
km radius is considered the impact area. In 
this region, though the people will not be 
directly displaced, their land and resources 
for livelihood will be adversely affected due 
to pollution. The ore extraction process lor 
bauxite produces huge quantities of dust. 
The subsequent operations of transportation, 
grinding and granulimatric sorting will add 
to the atmospheric pollution. The water run¬ 
off from the ore pile carries toxic substances 
that are likely to mix in the surface and 
ground water. 

An even greater source of pollution, 
however, would be the red mud sludge which 
is the waste product of bauxite processing. 
Every tonne of alumina produced will give 
rise to at least seven tonnes of waste. An 
area of 250 ha is being taken up tor the dis¬ 
posal of this waste which would he pumped 
into red mud ponds which will contaminate 
the ground and surface water. Once these 
poiKls fill up. other sites would have to be 
found causing the loss of more and more 
productive land. The contamination from 
the INOAL plant via the Golagad tributary 
eventually cause pollution in the Indravuti 
river valley affecting numerous tribal hamlets 
located along this waterway. The con¬ 
tamination from the L and T project is 
similarly likely to feed into Nagavalli nver. 

The ill-effects of such projects arc already 
apparent in other areas of the state. In Angul, 
the National Aluminium Corporation 
(NALCO) plant has made the Nandira and 
the Brahmani rivers unusable by man or 
beast. The ground water has also been 
severely contaminated. Potable water is trans¬ 
ported to these areas by trucks and tankers, 
but the livestock suffers painful symptoms 
including loss of teeth and ultimately death 
from drinking the polluted waters. 

The undivided Koraput district has long 
sutTered from highly skewed development 
which ha^jpaid scarce attention to the native 
tribal groups. In the Upper Iniravati multi¬ 
purpose dam project, which is less than 50 
km away from the proposed INDAL mining 
site in Baphla Mali^ people from 65 villages 
have been forced to evacuate. The pusiees 
are stilf struggling ^th various problems in 
their new settlemi^; Oo details exist of 


where many families have gone. Some who 
have cxime into Kaahipur block, will now ’ 
have to rmw again to make way for the 
alumina refineries. Around the NALCO 
project in DamanjocH. the blastings of the 
mining demolished or severely affected 
rehabilitation-housing located around 7 km 
from the mining .site. Several streams around 
NALCO have cither died or changed their 
course owing to disturbance in and around 
the water table caused by the blastings. 
Projects like these seem to be selling the 
resources and the lives of the |)cople to 
co^rate interests, and in the process making 
refugees of the original inhabitants. 

Perhap.s it is the pain of this destruction 
that the government wants to hide from its 
own people, and that is why it is reluctant 
to answer the questions of the Anchalika 
Suraksha Parishad. The companies have 
dismissed the people’s prolc.sis as sporadic 
instigations by vested interests and local 
voluntary organisations. A lot of money 
seems to be exchanging hand.s, and local 
people’s representatives, who were once with 
the people in their quest, have subsequently 
changed their stand. The local media also 
sccm.s to have iorsuken the people indicating 
that resistance oi the people is a non-issuc. 
Press statements are being made that the 
impact of the mining and processing activities 
would be minimal, the displacement limited 
to just 100 families from four villages. No 
mention is made, however, of the waterways 
that would be affected, the land around the 
mining sites, or even of the area required 
for waste disposal 

This may go underthegarbof development, 
but the de.struction of people’s livelihoods 
and the degradation of the environment 
causing the breakdown of fragile ecosystems 
should make one pause to ponder whether 
this development is not more violent ihan 
many a war. In their'own country, the 
Amencans have established themselves on 


this violent means of grabbing land and 
wealth in our tribal hinterlands. In cofluAioh 
with these interests, the govemmem is turning 
against its own people. Mineral extraction 
is one of the most environmentally- 
destructi ve prcx:esses. And even less attention 
is paid to the people who have been over the 
ages .subsisting on the.se environmental 
resources. To quote from Clive Pointing's 
A Green History of the Earth:: 

The massive increase in mining operations 
to produce metals on {the scale required in 
the 20th century J. has inevitably made a 
major and highly visible impact on the 
environment. About 70percent of the world’s 
ore is obtained by the most environmentally 
damaging of all methods—open cast mining. 
This keeps costs down but it involves the 
digging of va.st pits or the removal of whole 
mountain top.s. the destruction of topsoil and 
the creation of large amounts of waste. This 
waste.. .can cause rivers to silt up. and valleys 
to be filled in, it is often U'xtc and therefore 
creates an uncukivable desert... leaches into 
water courses and porsons them. The history 
of mining has been characterised by 
exploitation of the richest and easiest seams 
and then moving operations on to new areas, 
once these were worked out. 

If It were energy lor national con.sumption 
that was being produced, then al least one 
might say that this is in the national intcrc.st. 
But the projects under consideration here are 
l(K) per cent cxpori-onented, targeted only 
to feed corporate interests in Europe and 
North America. Needle.ss to say. ALCOA 
is one of the largest and ()lde.si aluminium 
companies with foreign operations 
throughout the world. Established in 1907, 
the company has had to face a .series of law 
suits against its monopolistic and restrictive 
trade practices. How docs the government 
justify driving its own people away to make 
way for ihe.se neo-colonisers? 
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Kidiflai: Behai’s Qi^AD'W«iiai 

GramP^icfaayat 

AsUtn Moldiopadhyay 

West Bengal*s first all-women gram panchayat in Kaltikri has 
performed well in spite of the many problems it faces. 


KULTIKRI is one among the many obscure, 
insignificant villages in the trihaUdominated 
Jhargram suh-division of Midnaporc 
district. Situated on the metal road between 
Belda. a brisk commercial centre, and 
Jhargram along which a few private buses 
ply between sunrise and sunset, Kultikn 
had nothing specially of which its 
inhabitants could be proud. Days were dull 
with typical primitive agricultural activities 
on hostile undulated fields, partly interrupted 
by Monday’s weekly ‘haai’. And the nights 
were long and totally dark. 

All this changed when it was made the 
seat of West Bengal’s firsi (and nil date 
only) all-women gram panchayat Except 
for the employees, all ol us 13 inembc^rs, 
including the pradhan and the upu-ptadhun. 
arc women, elected to power in the 1903 
panchayat poll. 

Kultikri is however, not the country’s first 
all-women gram panchayat. Experiments in 
this direction started early in the 1980s in 
Maliarashtra with Manje Rai panchayat at 
Indapur tchsil. Fn^llowing Majc Rai’s 
success, several other all-woman panchayats 
were set up in that stale. Among them is the 
one in Ralegaon Shindi in Ahmednagar 
district which has shown how women can 
effect social change in a village. 

The emergence of Kultikri is no less 
dramatic as it adds a new dimension to the 
democratic decentralisation of power at the 
grass roots level in the state. Moreover, it 
also strengthens, at least theoretically, the 
very purpose of the 73rd Amendment, that 
is, political empowerment of rural women. 
Kultikrt is one of 10 gram panchayats under 
Sankrail block in Jhargram sub-division. It 
IS composed of 26 'maujas’. of which two 
are depopulated. The total population is 
7,685. The break-up of the population is 
shown in the table. Muslims are numerically 
the smallest community, concentrated mainly 
in the Baltgeria mauja. There are 1,854 
illiterates and 397 people are reckoned to 
be living below the poverty line. There are 
eight primary schools, a high school (for 
girls only) and a higher secondary (co* 
educational) school in the panchayat area. 
As a part of the 1990 districiwisc literacy 
campsdgfi 24 post-literacy centres have been 
opened. There is no college in the locality, 
and stunts who pass the higher secondary 
examination tp to Belda or elsewhere. The 


village has apost office, atelephoneexchange 
and a subsidiary health centre. There is no 
railway elation nearby and the inhabitants 
depend mainly on private services, 
uncomfortable, hopelessly inadequate and 
usually cease to operate after sunset leaving 
passengers at the mercy of passing lorries 
or trucks. Though there is an MBBS doctor 
at the health centre, lack of necessary 
equipment and medicine has always been a 
problem. Not uniy in Kultikri but also all 
over Sankrail hl(Kk. quacks and untrained 
midwives dominate the scene. 

Witchcraft, though denied by the 
panchayat members and political leaders, is 
still prevaleni. On September 19.1994 when 
I visaed the local higher secondary school, 
one ol the girl students in class IX, a tribal 
from Laudaha, reported in the presence of 
the headma.sici that there was a witch at her 
village, known to her parents, and so on. The 
headmaster said that even at Kultikn, close 
to the school, there was an old woman whom 
local people suspect to be a witch although 
he himself did not lind anything abnormal 
about her. 

The total geographical area of Kultikri 
gram panchayat is 5,549.45 acres; the total 
cultivable area, 3,701 acres; forests. 142 
hectares. More than half the peasants arc 
agricultural labourers of farm-hands. The 
main crop is uman paddy, though recently 
fi ve per cent of the agricultural land has been 
brought under bodo cultivation. Other crops 
arc mustard, ’til* and melon. Basket and 
rope-making (from ’babui’ grass) arc two 
important subsidiary sources of income for 
the locals, besides the manufacture of ‘chira* 
and ’muri*, two traditional Bengali snacks. 
There arc a few banks, trading centres and 
shops on both sides of the Kultikri bus stop, 
whose fate is linked to the local agro-economy 
and Monday’s weekly haat. 

Of the 13 panchayat members, nine are 
less than 28 years old. The youngest is 19, 
one is in her 30s and only two are over 40. 
There $re seven scheduled tribe members 
and two scheduled castes. Seven menibers 
there are unmarried and six married. Of the 
married, jlhree have been deserted by their 
husbands. In regard to educational 
qualifications, only one is . at the 
undergraduate level, two have passed the 
higher secondary examination and three 
have crossed the secondary leveil. Six have 


read between clasX VI and clasX add Tout 
are just literate. In regard m ocbtqtatitin, 
eight are farm-hands, one ts a dress^maker, 
one works as a cook and one as a primaty 
school teacher, one is a housewife and one 
still a student. As pradhan, Rebati Das 
receives a monthly allowance of Rs 500 and 
Tapati Singh, theupa-pradhan. Rs400. Shakli 
Rana earns more than the two as a school 
teacher. Sandhya Poira earns Rs 200 per 
month as a hostel cook. Repe Munnu has 
recently managed to get a petty job at a 
children’s welfare centre at Patashol village 
and earns Rs i 50 per month. Each member 
is given a meagre travelling allowance of 
Rs 20 a month by the government, while 
their actual expenses are much higher. 

Kultikri is a predominantly drought-prone, 
mono-crop area where scheduled castes and 
tribes form more than half of the total 
population. 

More than 50 per cent of the peasants toil 
on the land. All 13 panchayat members 
belong to peasant families and eight are 
farm-hands. Four of the members’ 
households still depend on agriculture. 
Rebati, though a tailor, also hails from a 
peasant family and her clients are mostly 
local peasants. Her late father switched over 
from land to transport operation to secure 
a belter living. The local leadership of the 
CPKM), which chose these 13 women as 
their candidates for the 1993 panchayat 
poll, had obviously kept in mind the agro- 
cultural profile of Kultikri - that it is a 
predominantly scheduled tribe and 
scheduled caste .society in which most of 
the people are landless and eke out a 
miserable cxisience by serving as farm¬ 
hands. It they are to be brought closer to 
the panchayati raj institutions and made to 
participate in the rebuilding of the local 
panchayat, they should have a greater 
representation in the body. For these reasons 
they nominated seven scheduled tribe and 
two scheduled caste female farm-hands for 
the 1993 panchayat poll. 

These nine members, alert, articulate, 
inquisitive and determined, do not have any 
significant academic background. Except 
for two, they do not have much political 
experience and none had ever served in any 
panchayat. The same is true with the four 
caste Hindu members. In the 18th century, 
Kultikri and adjacent areas formed part of 
the then Dwipakearchan pargana and used 
to be governed by feudal lords, subordinate 
to the king of Nayagram in the Jhargram 
sub-division. It is believed that the Singh 
dynasty of Nayagram was founded 
sometime before 1490 AD. The feudal 
heads became powerful with the gradual 
disintegration of the Nayagram kingdom, 
and towards the end of the century Frith viraj 
Singh set up his own zamindari at Kultikri. 
Though a ^bauch and drunkard, he was 
not too unfriendly towards his subjects and 







was a patron of folk songs and dramas. His 
extravagant life-style put the zamindari 
into doldrums, and following his death it 
passed into the House of Wards. The East 
India Company opened a charitable 
dispensary and a primary school in the 
locality. Prithviraj had an only child, a 
daughter who after his death was married 
off to Vasant Singh, son of a police official. 
Vasant and his son, Iswar, were two typical 
tyrants; they often looted the peasants' 
houses, raped the women and set their 
belongings attre. Iswar's wife deserted him 
and went to Midnapore Sadar and never 
returned to Kultikn. Iswar's only daughter 
committed suicide. His two sons, Prodyol 
and Prabhai, failed to recover the 
magnificence of the /amindun and carried 
on the notorious ways of the family. In the 
early 1950s, when the Zamindan Abolition 
Act wa.s pa.sscd, the Singhs lost their hold 
over Kultikn. Their descendants are now 
said to he living at the district town. The 
lemnantsofthcSinghs' palace arc still visible. 
Situated close to the daily market, the 
buildings, most of which are in rums, stand 
as a mute witness to a history of prosperity 
and tyranny. 

Though the people of the present 
generation are mostly unaware of this past, 
the stories of the misdeed.s ot the rajas still 
circulate especially those ot rape, arson and 
murder, the brunt of which was borne by 
the womenfolk. Memories of atrocities on 
their grandmothers perhaps still torment 
the women of the village making them 
restless for quick change. It should be 
mned that Vasant Singh and his descendants 
opposed the expansion of education and 
some of their subjects had to set up a 
primary school in thejungles. Prabhai Singh 
opposed the foundation of a college. Those 
who proposed to set up an all-women gram 
panchayat might have thought that in view 
of Kultikri's prevailing situation - atypical 
rural setting with farm-hands foniiing the 
hulk of the population, whose ancestors 
underwent more than 2(X) years t>f feudal 
repression - women, who had .suffered the 
most, if given a chance, are most likely to 
turn a nasty past upside down and bring in 
changes tor a better future. Another facioi 
according to Badal Runu. an influential 
member of the CPKM) local committee and 
one of the chief architects of the present 
gram panchayat is that six out of 13 seat.s 
M(erc reserved for females, who also 
outnumbered males in eight out of 24 
maujas. These two factors together with 
the consistently satisfactory performance 
of women during literacy campaigns 
inspired the party to torm an exclusively 
women gram pamehayut at Kultikn. 

This apart, the party itself wanted to 
come closer to die middle class women. As 
Rana puis it ‘'Women have to wage two 
battles lit a lime, one inside the tamHy and 


the other outside; With the situatioh 
prevailing. The upper ^rlass or lower cla.ss 
girls are comparatively tree ot the mental 
conllicts that arc quite promineni among 
the middle class 4>nes. Numerically these 
middle class women form quite a big force 
and the party was keen on carrying us 
messages to them. It wa,s realised that only 
an exclusively women's body can lulfil the 
tusk. So it was decided to set up an all- 
women gram panchayat." 

Another explanation for the formation of 
an all-women gram panchayat was provided 
by Ar|un Singh who was upa-pradhan in the 
same panchayat during the 1983-KS term. 
He said; “Kultikri is a backward region and 
Us women arc more backward than the 
males. They have been deprived ot many 
things. They are denied education, justice, 
equal treatment. They arc not recogni.scd 
as complete human beings So it was 
thought that if given a chance, they may 
try to undo the wrongs done so long to 
them. This will definitely benefit .society." 

Pkrformanck 4)1- Gram Panchayat 

From August 1993 to March 1995,Kultikri 
has received Rs 3.25.068 from Jawahar 
Rojgar Yojanu; Rs 63,500 from Indira 
Ahashan Yojana; Rs 90.000 Irom the 
Employment Assurance Scheme (lor setting 
up orchards): Rs 80,000 from the 
Empioymem Assurance Scheme (lor two 
primary schools); and Rs 1,36,(KM) Irom the 
Million Well Scheme (for excavation of 31 
ponds and prawn culture). This apart, the 
Sankrail panchayat samiti has spent 
Rs 2,87,(XX) so far for various development 
works in the panchayat area. 

There are 13 big and small ponds m the 
panchayat urea, of which five were leased 
out by the former board. The present all- 
women body has given the remaining eight 
on lea.se for pisciculture against a sum of 
Rs 5,600 per annum. Thiriy-onc new ponds 
have been excavated and prawn culture 
introduced with the expectation ot 
improving ihc llnancial position of trihals 
in the concerned villages. Till August 1994, 
53 people were given IRDP loans The 
DWCR A scheme, though introduced in 1990. 
did not make much headway. However, the 
present gram panchayat authorities have 
set up u basket manufociuring centre at 
Phulbani with 20 members. A loan of 
Rs 15,200 have been received so far. 
Orchards were created on 28 acres ol land, 
private and fhiblic. Other targets and 
uchievcmcni.s arc as follows: .sinking ot new 
luhewells; targct-24. achievement-16; new 
post-htcracy centres: iarget-16. achievemcm- 
10 ; road repair, target-18 km. achicvdmcnt- 
10 km; con.s(ruction .of small bridges and 
culverts: target-10. achtcvemcnt-3; repair of 
primary schooKs: turgei-8, achieveinent-4: 
construction of new houses forneedy persons 


Atiaitbm TbliMia: 

achievemerit-5, Ttu^ panchayat has crea^ 
about 3.900 man-days and henefited 
about 465 people through .sot! conservation 
work and excavation of two big tanks at 
Taradiha and Chhebilia. The panchayat 
has helped the Uk uI higher secondary .school 
to .set up an eco-.scicnce club to make 
.siudcnLs aware of iucieasing environmental 
pollution and the necessity of rectifying 
the wrongs. The panchayat has also' 
arranged all intrustructural facilities to start 
training-cum-produciion centres of ready¬ 
made garments aiming at the economic 
empowerment of local women. A sum of 
Rs 48.(H)() has been allocated for the purpose. 
The ccntic is likely to be housed in the 
panchayat building. 

Kultikn has taken a leading role m the 
dislncrs literacy campaign. Out of a 
population of 7,685, about 1,854, or more 
than 25 percent, were illiterate. In the 1992 
literacy evaluation, 1,608 were brought to 
ihecvaluating centres,of whom 1 .OlOpassed 
the tests and were promoted to post-literacy 
centres Duimg an interview the pradhan 
Rcbati Das said that only 759 out ol the 
1.010 readers were continuing at the PLCs. 
She did not know what had happened to the 
remaining 251 Two more rounds of 
evaluation were done on September 5 and 
6 . last year. Aliogclhci 1,218 readers 
appeared at the tests which means 636 were 
missing. Kultikn. being predominantly a 
poor mono-crop area with the majority ol 
the peasants being farm-hands, readers, 
(hough not intentionally avoiding their 
st,udics or evaluation tests, are torced to 
abstain due to economic compulsion. This 
again explains why several of the 24 PLCs 
have ceased to function in the wake ot horo 
cultivation. 

The panchayat authorities have distrib¬ 
uted a large number of books free of cost 
among (he students of the primary, high 
and higher secondary schools. The girls 
high .school has been given financial 
assistance of Rs 30.516 from the Jhargram 
development hoard, while the higher 
.secondary school has received Rs 10,000 
for Its improvement. 

This rcliecis the gram panchayat’s effort 
to improve the standard of education and 
level of literacy in their area. Mention should 
be made ol the PLC houses built .so far. The 
panchayat has supplied only building 
materials, while the inhabitants of the 
respective villages have rendered manual 
.services free of co.si. This is quite an 
achievement, pemr people, mostly farm¬ 
hands who can hardly afford to have two- 
squarc meals a day. did not hesitate to 
abstain from their day's work on the fields 
and lose wages. However, a goixl number 
of these adult males and females, when 
asked to write d<xwn their names on a sheet 
of paper, were either found to have forgemen 
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(he eiphab^iv ar icrihhlhd Mimeththg 
unmadahte. On i^uliyK I found that some 
do not attend (heir PLC classes regularly, 
whileothers do not find time to practise their 
lessons. 

The gram panchuyat has been able to 
bring electricity to the subsidiary health 
centre and is now trying to equip it with 
a new labour room. Tribals arc being taught 
at the PLCs the harmful effects of using 
contaminated water and the necessity of 
having their children properly inoculated. 
Pifteendeluncttubewells have been repaired 
and the children's inoculation programme 
is being carried out with sincere attention. 
At a children's health contest, organised in 
observance of International Women's Day 
on March K. 1994, it was found that all the 
l.5(X) children brought to the venue had 
completed the necessary immunisation 
schedules. However, in the remote villages, 
many tribal families have yet to be imprc.s.scd 
about the efficacy of the modern medical 
ircaimcni. They still seem lo he led by witch¬ 
doctors. untrained midwivu.sund like-minded 
people who do not approve ol any change 
in villagers' life-style. 

There arc failures tot*. The gram panchayat 
was to ci^atc social forests at 12 sites hut 
that has not been done. Plantations carried 
out so far arc due to the cl forts ol the Idrcst 
department and the former htiard of the 
panchayat (of the I98.^-8K tenure) When 
asked why the present all-women hoard had 
delayed undertaking new plantations, the 
pradhan said. "We do not have any suitable 
land". Soil erosion is u major problem all 
over the Sankruil block including Kultikri. 
This apart, valuable latentc earth is being 
dug out and carried off in lorries and trucks 
by contractors with the connivance of 
locally influential people with good 
political connections. While the panchayat 
samili is trying to prevent soil erosion by 
constructing a gully-control hundh, it docs 
not seem to he sincere about clipping the 
wings of the offenders. The much vaunted 
orchard project has already received a big 
jolt. Plantations on 16 out of 28 acres have 
already been damaged due to lack of 
supervision. The pradhan and the secretary 
said the affected areas included mostly 
private plots whose owners did not pay 
necessary attention. 

The panchayat's target of recovering 
vested lands till 1994 wa.s 242 acres. Only 
1S acres have been recovered. The authorities 
claim to have given joint pauas on vested 
lands to I SO people. This is an honest effort 
to ensiiie women’s rights to land along with 
the men. However, jotm patta is being given 
in other panchayats also; it is not Ktiltikri’s 
invention. On January 16 I visited two 
villages, Phtilbani and Dangra, where 
vitlagera told me that they were either not 
yet given pattas or possession of the vested 
lands, and pointed to the inmrference of 


potfocal patties and vested interests as the 
cause; 

The DWCRA project on basket-making 
tn Phutbani has not made much headway. 
Phulbani con.Hists of about 120 familii^s, 
more than 90 per cent of whom are tribals. 
Being in the lowest category of the below 
poverty level population, male and female 
members of these families work a.s farm¬ 
hands while basket-makhig is their second 
important occupation. The entire busiiies.s 
IS being controlled by a Tamiuk (an old town 
in the south-eastern part of Midnaporc 
district)- bused marwari known as *Mamaji 
who controls the entire activities through a 
tew agents and sub-agem.s including a 
woman. Mamaji ’ s representatives supply the 
necessary raw material and also give loans 
in times of need to the pcHir tribals. who in 
return surrender their produce much below 
the siundard price, ranging from Rs 4io 4.50 
per basket. II an individual can afford to 
collect the raw material and makes I.SO 
baskets a nionih. he can make u profit of 
only Rs 2 lor each basket, which means 
a monthly income ol Rs 300. But .since such 
entrepreneurs arc rare, most of the basket- 
makers earn lur less, and having three to five 
children to feed on an average, are forced 
to cling CO manual labour on the ricld.s as 
their only source of sustenance. 

Of the 20 families surveyed at Phulbani, 
18 felt the absence of a non-profiteering 
body to control the business on their behalf. 
They expected the new panchayat lo adopt 
some effective measures in this regard, but 
in vain. Aiicmpis were made by some 
producers to form u union to fix and control 
the price, but that was thwarted by the 
agents ol Mamaji. A tew villagers were 
also found to be involved in the game. Libu 
Singh, IS a Icinaie agent of Mamaji who 
has been working for the last 25 years and 
knows all the basket-makers by their names. 
It IS very difficult to dislodge persons like 
Libu from u business they have been 
controlling lor decades. It requires a 
determined elfort and a carefully chalked 
out programme which the women members 
are yet to launch 

The loan recovery drive by the new gram 
panchayat is not up to the mark. Tanin 
Ganguly, the local manager of the Mallabhum 
Bank, said that the hank's recovery demand 
for the 1993-94 financial year was Rs 10 
lakh, of which only Rs 2.75 lakh was 
recovered by the present body. He expected 
the recovery to go at least up to 65 per cent 
of the target. The manager said that 
recovery of special component loans 
(Strictly for scheduled tribes and castes) 
and loans for fish farming and biogas plants 
were equally bad. The pradhan and the 
secretary dvd not agree with his views; 
"‘You will not be able to satisfy the bank. 
The more you give, the more they will ask 
for", the pradhan said She refer^ to the 


loan mela of June 8; which was 
organised at the gram panchayat office. 
‘That day wc recovered Rs S8.563 from 
the IRDP beneficiaries tn the prtsence of 
the area manager of the Mallabhum Bank'*, 
she said. 

As for family planning, up to March 1994 
only 54 sterilisations were done, all 
tub^tomies. Males whether tribal or caste 
Hindu, always send their womenfolk to these 
camps. Tribals at Phulbani, under the 
influence of some local Christian 
missionaries, have been rejecting family 
planning. Interestingly, Muslim families at 
Baligeria are not so apathetic about the 
programme, and in many households married 
women are getting increasingly conscious 
about their reproductive health and have 
opted to use birth control measures. 

The gram panchayat's family household 
regi.ster and asset regi.ster have not yet 
been prepared. The secretary said that 
necessary information from the 24 maujas 
have been collected, and only the 
compilation work remain.s. These two 
important documents were to be made ready 
by November 1994 as per instructions from 
a very senior official of the state panchayat 
department. 

The target for distribution of new ration 
cards was lO.CKK), but only 400 have been 
distributed. Only three of the 21 who were 
to get fishery loans have been given fishery 
mini-kits. Of the 25 homeless persons who 
were to get new houses, only five have 
benefited. Construction work on the 
propa.sed new primary schools is yet to 
lake off. 

Attendance at the office, however is not 
bad. According to the secretary, the pradhan 
and upa-pradhan have attended all the 
monthly meetings, while two members 
missed one each. One member has missed 
seven meetings and another, four. It should 
he noted that the performance of the last two 
is very had. Whenever this re.searcher asked 
about her, the answer was, "She has given 
birth to a son and needs rest". This 
explanation was given in December 1993 
during the researcher’s first visit and was 
also provided on his last, on March 20. 

There is a tendency on the pan of some 
officials at the block level, including the 
present block development officer(BDO), 
Md Gani. to unnecessarily eulogise the 
performance of the panchayat and thereby 
mislead researchers. For instance, while 
Gani said that the orchard programme was 
quite .successful, the secretary of the 
panchayat admitted that plantations in well 
over 50 per cent of the land have been 
damaged. The former BDO, Pumachandra 
Sheet, was right when he said that as the 
state's first all-women panchayat, Kultikri 
needs special care: "It should get all 
possible help and special projects while 
no^apse.« should be tolerated". 



CHINA 

Hie Empire ll*yiiig to Claw Back 

YiRen 


The cemre has been engaged in a struggle for authority with the 
provinces and local authorities in China since mid’; 1993. Signs are that 
it is facing an uphill task in all spheres - party and political matters, 
restructuring of the fiscal system and reform of the state sector. 


WITH the fall of the curtain on the Chinese 
National People’s Congress (NPC) in Beijing 
this March* another act in the increasingly 
tense drama of power struggle between the 
centre and the provinces came to an end. The 
fact that the nomination for vice«premiership. 
recommended by premier Li Peng* was 
opposed by a significant number of the 
delegates was only the tip of an iceberg. It 
does h 9 wever once again raise serious 
questions about the centre's effectiveness in 
dealing with local forces in China. 

Ever Since mid-1993, the centre has been 
waging a war against the local authorities. 
Signs are that the centre is facing a steep 
uphill struggle. This is shown by the heavy 
reliance, that the centre in mid-1993 placed 
upon a semi-official report to mobilise 
political support for its fiscal reform, which 
subsequently was implemented as part of a 
comprehensive reform package inearly 1994. 

The media abroad then noted a sensational 
report that was identified as coming from 
the Chinese Academy of Social Sciences, 
because the report represented the first ' 
'officiaP writing which explicitly discussed 
scenarios after Deng's death. In fact, the 
report was jointly written by Wang 
Shaoguang, a politics specialist in Yale 
University, and Hu Angang, a researcher 
based in the Chinese Academy of Sciences. 
Entitled *A report on the Chinese State’s 
Capacity*, it graphically painted the 
dangerous stateofChina's fiscal and financial 
situation. It also talked of the possible 
disintegration of the Chinese nation-state in 
the light of the Yugoslavia experience. In 
conclusion, the report strongly urged the 
central government to re-address its fiscal 
relation with local authorities. In particular, 
the implementation of the tax assignment 
system (which had been widely discussed 
in China for quite a few years) was 
recommended. 

Immediately following the revelation of 
this report in mid-June 1993, it was taken 
up by the Chinese press. An excerpt of the 
report quickly appeared in a number of 
important piMtcacions. The authors were 
invited to discussions with officials from the 
ministry of finance and the party’s central : 
committee; and fhe report was studied by | 
the top teadersbip as well as various state 


departments. Then in July, to the surprise 
of both the authors and the ministry, top 
leaders of the central committee announced 
that the tax assignment system would be 
implemented from January 1.1994 without 
experimenting. 

The authors had no illusion about the 
difficulties involved. Between the report's 
first appearance in China and the lime when 
it was published by Oxford University Press, 
a new section was added to the original 
work. This section applied game theory to 
the relationship between China's central and 
provincial governments and suggested a 
number of rules in managing the relation. 
The first rule refers to the ‘p*'**^ciplc of 
exchanging financial interest for power’. It 
was suggested that financial power has to 
be obtained by allowing local authorities lo 
participate in important decision-making. 
Such a suggestion reflects a fundamentally 
grave assessment of the power contest 
between the central and local authorities. 


tefaottth&degfieetowMchlo^^ 
h«ve become iciiotts ehaUebgeiv td tlk 
centre's mono^Iy of power is greater dtah 
ever before. This is manifested in the fact 
that the fourth plenary of the 14th party 
congress in late Septeml^ 1994concentrated 
on party work and party discipline, rather 
than addressing the issue of implementing 
the important reforms. It was at the plenary 
that the party secretary general Jiang Zemin 
personally promoted Jiang Chunyun and 
Wu Bangguo to the CCP's secretariat, the 
same persons whose promotion to vice- 
premiership was oppos^ by delegates of the 
NPC. When Jiang and Wu went on an 
inspection tour (to Hclongjiang and Beijing, 
respectively) upon their appointment, 
however, both were shunned by local 
officials. The incident must have seemed to 
be a major blow to the central leadership, 
especially when they were trying to rally 
support in the midst of wide speculation 
about Deng’s deteriorating health. 

Subsequently, at over three conferences 
attended by provincial leaders between 
November and December 1994, the centre 
launched a major campaign attacking so- 
callcd anarchism, localism and separatism. 
The leading official newspaper. People*s 
Daily, carried a sternly-worded commentary, 
calling upon ihc people to ‘Consciously 
Maintain the Centre’s Authority’. Behind 
closed doors, the centre expressed its strong 
determination to deal with disobedience and 
non-compliance by using the ultimate means, 
namely, personnel control. As a matter of 
fact, Jiang Zemin named and criticised 10 
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provincial ioaderaMps and aubaequently 
dismissed at least one of the governors. The 
widespread opposition to the vice* 
premiership nomination has indicated 
however that this 'ultimate means of conU'oP 
is not entirely in the hands of the party either. 

The situation docs not took any easier for 
the centre in other fields. The premier's 
Government Work Report to the Congress 
hailed 1994 asayear of historical significance 
for introducing reforms in a number of 
important areas. But so far it is still not clear 
how the reforms have been implemented. 
Furthermore, it is even questionable whether 
the changes introduced by the reforms were 
as great as the government would like us to 
believe. Take theexampleof the fiscal reform, 
the most important part of the 1994 reform 
package. The key objective was to streamline 
the revenue collecting and allocation system 
so that the financial strength of the centre 
can be safeguarded. In principle, this requires 
the following key changes: the establishment 
of the state’s own revenue collecting agency; 
the removal of local power in granting tax 
relief; the termination of the bargaining and 
individualised relation.shipbctween the centre 
and each province; and finally thedC'linking 
of ownership level and revenue level. The 
reform has only partly dealt with the first 
three. 

More specifically, the reform aims to 
reverse the financial balance between the 
centre and provinces-in budgetary revenue, 
which stood at 39 per cent vs 61 per cent 
tn 1992. To achieve this aim, taxes are divided 
into three types according to revenue 
a.ssignment: central, local and shared. Three 
taxes are shared, including VAT (75 per cent 
to centre, 25 per cent to provinces), resources 
tax (ocean oil extraction 100 per cent to 
centre, others 100 per cent to provinces) and 
stock exchange stamp duty (equally shared 
between the two). VAT is .substantially 
extended and becomes the most important 
tax. Another change is the introduction of 
consumption tax as a central tax, which is 
levied on 11 products that are considered to 
be either luxuries or whose consumption is 
undesirable. It is estimated that this regime, 
once fully implemented, will result in a 57 
per cent share of budgetary revenue for the 
centre. 

But the reform design contains so many 
compromises that it is impossible to tell 
whether and when this dream will ever come 
true. Firstly, local authorities have been 
promised that they would have at least the 
same level of income under the new regime 
as of the base year (1993). That is to say, 
the centre wifi make up all shortfall under 
the new regime by a lump sum payment. 
Second, the provinces succeeded in 
persuading the centre to take 1993 as the 
base year, rather than accepting 1992 as the 
cemte wanted. What happened then was 
tlwuin the second half of1993, the provinces 


made frantic efforts to rttiae the levels of 
collected revenue so that tliey would be able 
to claim large payments from the centra after 
the reform. Thirdly, the centre has agreed 
to remove the Energy and Transport Key 
Construction Fund ahd the Budget 
Adjustment Fund, both levied upon extra* 
budgetary revenue kept by local authorities 
(with retained profits of enterprises). In the 
light of the rapid growth of the extra- 
budgetary funds, which now rivals the size 
of budgetary revenue, such a move on the 
part of the centre represents a major 
concession and a potential risk for effective 
macro-economic control that is much desired 
by the centre. Fourth, the centre has promised 
to share with local authorities revenue 
increases from VAT and consumption lax. 
Local authoiities will he able to receive 0.3 
per cent out ot every 1 per cent increase in 
the combined revenue of the taxes. 
Apparently, the implementation of the s 7 .stcm 
wil 1 not change the financial balance between 
the centre and locaht]e.s overnight. Instead, 
It will take years. 

The government was eager to claim the 
successful completion of establishing its own 
lax collection system even before the end of 
November. But this was evidently not the 
ca.se. A commentary carried in People's Daily 
on November 25,1994 urged local authorities 
to ensure the timely collection and delivery 
of the revenue Irom VAT (a shared tax) and 
consumption tax (a central tax). There is no 
doubt from the commentary that the centre 
still relies on the local authorities in tax 
revenue collecting, which is exactly what the 
reform set out to change. Moreover, the 
commentary indicated that the centre had, in 
September 1994, set growth targets for 
revenue from VAT and consumption tax in 
the provinces, according to growth rates of 
the same revenue between September and 
December in 1993. This was apparently the 
centre* s counter-measure to the massive effort 


made by local authmties in thg s^cond Jhatf 
of 1993 to raise their revenue teivel, 
imposition is obviously in conflict with the 
principle of the new regime, which hopes to 
eliminate bargaining and individualised 
relationship bet ween the centre and provinces. 
The government also reported that the 1994 
revenue level was 19.2 per cent above the 
1993 level, and cited that as evidence of 
success of the fiscal reform in 1994, Yet 
given the complicated arrangement of the 
deal, it will require structural and spending 
deuils of the collected revenue to tell whether 
and to what extent the centre has really 
gained. 

The contest between the centre and local 
authorities will be further heightened by the 
much needed reform in the state sector. This 
sector is said to include over 60 per cent of 
the Chine.se industry. But only a third of the 
enterprises are profitable. That means that 
the .state sector is probably more a liability 
than an asset for the state. In contrast, 
however, local authorities are immensely 
enriched by the rapid growth of collective 
enterprises that they own. Four solutions are 
envisaged for the reform in the state sector, 
(1) selling small enterprises to either 
individuals or collectives, (2) having some 
leased out or contracted out, (3) having some 
transformed into either wholly state-owned 
limited companies or joint stock limited 
companies, and (4) making others into joint 
ventures with foreign investment.* In almost 
every option, the local authorities will be at 
the receiving end. if the centre does not 
introduce drastic change to its current policy 
that allows local authorities to acquire 
property right by investment. 

In the longer run, as a Chinese local official 
said: 'There is a limit to which the centre 
can go to re-gain its control. Whoever is in 
Beijing cannot afford to take away local 
initiatives. Because then local economies 
will suffer; and so will the centre.**. 
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New US Pdicy im Jenisaton 

Nlnan Koshy 

The Clinton administration, it is clear, has accepted the position that 
the Palestinian territories occupied by Israel since 1967, including 
Jerusalem, are Hn dispute*. The distinction between "disputed* and 
^occupied* is of great significance because if the territories are not 
occupied then the UN resolutions calling for withdrawal lose their 
urgency and even relevance. 


THE US veto of the UN Security Council 
resolution which would have declared invalid 
Israel’s orders expropriating Arab lands in 
East Jerusalem to build housing for Jews, 
along with the move in the US Congress to 
shift the US embassy in Israel from Tel Aviv 
to Jerusalem, have brought into sharp focus 
on US policy regarding Jerusalem and 
threatened to disrupt the peace prcKcss in 
West Asia. 

It was the first time in five years that the 
US exercised its right of veto in the Council. 
In 1990 also the veto was in defence of 
Israel. This time the veto is .seen as the result 
of domc.Htic compulsions aggravated by 
mounting pressure from the Republicaiv 
majority Congress. 

While it is true that there is renewed and 
heavy Republican pressure on the White 
House what is less known is that a major 
change in US policy was initiated as soon 
us Clinton came to power. The US position 
taken in the U.N on May 18 is consistent with 
the new policy of the administration which 
was reHected in its UN actions during the 
last one year and more. 

A Security Council re.solution condemning 
the Hebron massacre was held up by the US 
for three weeks in March 1994 and it was 
allowed to pass only after the US expressed 
Its reservations about some parts. These 
reservations actually revised the traditional 
policy of the US on Jerusalem. The US 
. abstained on two paragraphs in the resolution 
which was passed on March 18. These 
paragraphs identified occupied territories as 
Palestinian and included East Jerusalem in 
occupied territories. Strangely enough the 
US insisted that opposition to these 
paragraphs reprc.scnted no change in policy. 

It was indeed a major change. In 1969 the 
US ambassador to the UN. Charles Yost, 
told the Security Council that the US believed 
that the part of Jerusalem which came under 
the control of Israel in 1967 "like other areas 
occupied by Israel is enreupied territory". In 
1990president Bush stated that "my position 
is that the foreign policy of the US says we 
do not believe that there should be new 
settlements in the West Bank or East 
Jerusalem*\ Again as late/as 199 J the US 
voted for Security Council Resolution 694 
which referredto^lfhePalestinian territories 


occupied by Israel since 1967. including 
Jerusalem. 

The admini.stration has not announced any 
new policy but it is clear that it has accepted 
the Israeli position that the territories are In 
dispute'. This Hies in the face of facts as 
Israel is in the territories including East 
Jerusalem only as a result of its military 
conque.st and occupation of 1967. During 
the March 1994 discussions in the Security 
Council US ambassador Albright asserted 
that "under the Declaration of Principles 
Jerusalem is an issue which Israel and the 
PLO have agreed will be dealt in the final 
status negotiations. My government does 
not believe that it is helpful to the negotiations 
to include the kind of reference that is made 
to Jerusalem in this resolution. It could 
prejudice or prejudge the outcome of the 
negotiations.” It was the same argument she 
made during the discussion on May 18. 

The distinction between ‘disputed’ and 
‘occupied’ is of great significance because 
if the territories arc not occupied the UN 
resolution calling for withdrawal lose their 
urgency and force or even relevance. 

Even on the resolution condemning the 
Hebron massacre the US had seriously 
considered using the veto. On March 17, 
1994 82 senators (out of 1(K)) had sent a 
letter to president Clinton calling for US to 
veto the resolution i fit contained any mention 
of Jerusalem being occupied. In a paragraph 
by paragrah vote insist^ upon by the US, 
it abstained on two paragraphs in the 
preamble. Secretary of slate Christopher and 
ambassador Albright advanced a spurious 
legal argument for not exercising the veto. 
They explained that the US would have 
vetoed the resolution had the reference to 
Jerusalem and Palestinian terniories been 
contained in the operative paragraphs. Instead 
they were in the preamble. ‘That being the 
case", said Christopher "we felt we were 
being consistent with our principles". Hedid 
not explain what these principles were. He 
was following the line of the Israel 
government that the preamble of the 
resolution does not biive the same legal 
weight as the operative text. Behttkl this line 
was a lot of political mischief. 

in a l^ter dated Aupist ft, 1994 to the 
members of the UN, ambassador Albright 


urged them to support an effort lo^rea^ie* 
or ‘revoke* "contentious resolutions Chiu 
accentuate political differences without 
promoting solutions". The reference 
obviously was to those resolutions whkh 
were supportive of the Palestinians and 
critical of the IsraeMs. Albright suggested 
that in view of the progress in the peace 
process, the General Assembly adapt itsetl 
to "today's realities" and 'consolidate* of 
'improve' or 'eliminate' a number of 
resolutions. The revocation of the landmark 
resolution of 1970recognising the Palestinian 
right to self-determination was specifically 
mentioned. The ambassador added, "we also 
believe that resolution language referring to 
'final status' issues should be dropped since 
these issues are now under negotiations oi 
the parties themselves. These include 
refugees, settlements, territorial sovereignty 
and the status of Jerusalem." The Clinton 
administration's standard argument against 
any discussion of the Palestinian issue in the 
UN is that "such resolutions prejudge the 
outcome of the ongoing peace prtKess and 
should be solved by direct negotiations". 

The ambassador’s letter had twe 
objectives. One was to deny the Palestinians 
the corpus ol legal rights and the framework 
for their legal and moral protection 
established by the UN over the past half a 
century. The other was to marginalise funhei 
the UN’s role in the issue. 

The US has been acting on the basis ol 
an old memorandum of understanding calling 
for joint consultations on all UN matters 
affecting Israel. AfterClinton a.ssumedoffice 
these discussion have virtually resulted in 
the US acceptance of all Israeli positions. 
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the imemationid community's obligation to 
the Palestinians as codified by the Security 
Council was strohgly oppoi^ by the PLO 
and Egypt immediately and by the Arab 
League soon after. 

US senate miyot^ty leader Robert Dole, 
who is in the race for the Republican 
presidential nomination, and other leading 
members of the Congress arc seeking 
legislation that would mandate the shifting 
of the US embassy from Tel Aviv to 
Jerusalem. This will confer recognition of 
thecity as Israel ’ $ capital openly flouting UN 
Security Council resolutions and before final 
status talks underthe Declaration of Principles 
begin on the subject. Such a move would 
make the US role as honest broker in the 
negotiations untenable and could have even 
blow up the faltering peace process. 

But the moveon theembassy is so attractive 
to the US politicians and with every evidence 
that the Republicans are now making a 
concerted effort to woo Jewish voters who 
have been traditionally pro-Democrat, the 
issue is becoming a contest to prove who 
is more pro-lsracl. 

It is still believed that Clinton may finally 
veto any r^olution on shifting the embassy 
if it is to be immediate. Some feel that the 
veto in the UN Security Council was to 
muster courage tor such a veto on the 
embassy. But Clinton is in a tight spot on 
this issue by his own utterances and actions. 
He cannot afford to be seen as less pro- 
Israeli than the Congress. The Congress 
could increase the pressure on the White 
House not only by demanding an immediate 
move but also by cutting off funds for the 
Tel Aviv embassy. ' 

The shifting of the US embassy lo 
Jerusalem has been seriously considered 
from the Reagan days. In 1989 the State 
Department signed a 99*year lease on a 14 
acre site in Jerusalem and Israel official I v 
zoned it oft last year lor 'diplomutic 
purposes*. No construction has begun which 
is just as well becau.se Palestinians claim 
that Israel illegally seized the property in 
1948 from a ‘waqf, an Islamic irusi. The 
property is in, the prc-1947 Jerusalem 
territorial boundaries and has been accepted 
by the UN as occupied. Until the time of 
the lease agreement the US also hud 
considered this territory as occupied. 

The issue came up in a State Department 
letter of September 8, 1989 in response to 
enquiries by Lee Hamilton, chuirrnan of the 
House Sub Committee on Europe and the 
Middle East. The letter on the one hand 
claims that '*the US has not accepted the 
sovereignty of any state over any part of 
JenisBlem" and on the other the US aa'epts 
as a ''practical necessity" the "Israeli Ad¬ 
ministration of West Jerusalem* including 
the application of Israeli Law". Leading aulho- 
tities on internMionai taw including f rancis 


Maltison of the George Washington Uni¬ 
versity at that time pointed out that the State 
Department's position defied international 
law and contradicted its own policy. 

Soon after Clinton became president, 
Israeli prime minister Rabin declared, Israel 
"has a good friend in the White House". 
Rabin can now claim that Israel has the goui.' 
fortune of having the most pro-Israeli 
president in the White House. During his 
electoral campaign in 1992 Clinton said, '*( 
recognise Jerusalem as an undivided city, 
the eternal capital of Israel and I believe in 
the principle of moving our embassy to 
Jerusalem". But he cautioned that he did not 
think *'we .should do anything to interfere 
with the peace process". 

The administration has never admitted that 
there has been a fundamental change in its 
policy on Jerusalem When press reporters 
in mid-1993 questioned Secietary of Stale 
Christopher on the status of Jerusalem, he 
said, "I don't think it helps very much to gel 
into almost a theological discussion. The 
parties know what is under discussion.*! 

The refusal to describe East Jemsulem as 
occupied is not a matter of theological 
di.scussion but a clear departure from earlier 
stated positions of the US. This has serious 
implications. 

No lasting settlement of the Israeli- 
Palestinian contlici is possible without a 


solutiofn to the question of status of 
Jerusalem, there are many whoaigue that 
Jenisalem should be the first matter to be 
settled in any negotiations between 
Palestinians and Israelis. Equally strong ts 
the argument that it should be the last. 

When the Israeli-Palestinian Declaration 
of Principle.^ was signed it was described as 
'Gaza and Jericho first'. Soon appeared on 
the walls in the West Bank the slogan 
'Jerusalem first'. 

The only reference to Jerusalem in the 
Declaration of Principles is in the list Off 
issues as part of the permanent status 
negotiations to begin not later than the 
beginning of the third year of the interim 
period, between the government of Israel 
and the PLO. Here Jerusalem gets a mention 
along with "refugees, settlements, security 
arrangements, borders, relations and co¬ 
operations with other neighbours and other 
issues of common interest'*. 

The question is asked why the PLO did 
not insist on some basic principle in the 
Declaration ot Principles that would have 
at least blocked further expansion of the city 
and expropriation of land. The lack of any 
such provision is one of the most serious 
weaknesses in the Declaration. The new US 
policy on Jerusalem which is a defiance of 
international law and blatant denial of 
Palestinian rights highlights and exploits 
that weakness. 
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Baniung ‘Bombay!’ 

Nationalism, Communalism and Gender 

T^aswini Niranjana 


Is the protest against Matifhatnam *s new film, on the ground that it 
offends Muslim sentiments, simply an expression of fundamentalism* of 
Muslim patriarchal attitudes? Could it not be that the liberal analysis 
and solution (*hatred* and *love*) are unacceptable as inaccurate, 
simplistic and patronising to those who comprise the overwhelming 
majority among the victims of communal violence ? 


MANIRATNAM’S film ‘Bombayi’ (the 
Tclugu version of ‘Bombay*) was released 
all over Andhra Pradesh on March 10. 
1995, playing to full houses in every theatre. 
On March 14. screening of the film was 
banned in the twin cities of Hyderabad and 
Secunderabad as well as the adjoining 
district of Rangarcddy. Newspaper reports 
indicated that stray incidents of audience 
violence and representations to the home 
minister Irom the Majlis-lttehadul- 
Muslimeen and the Majlis BachaoTehreek 
had resulted in the ban order. It was also 
reported that leftist organisations such as 
the Students' Federation of India and the 
Democratic Youth Federation of India as 
well as the right wing Bharatiya Janata Yu va 
Morcha had opposed the ban. A siaicmenl 
by the SFI and DYFI declaicd that ‘‘the 
film depicted nationalist feelings and had 
nothing communal about it”.' 

The reaction to Maniratnam's films in 
Hyderabad may not be representative of a 
general .south Indian response to them, nor 
of the response in Andhra Pradesh either. 
Due to Us atypical demographic profile (a 
Muslim population that is over 50 per cent 
in the old city and over 20 per cent even 
in the new city), Hyderabad's political 
scenand and the space occupied in it by 
the agendas of specifically ‘Hindu' and 
‘Muslim' parties may very well be unique 
in southern India. Maniratnam's earlier 
film ‘Roja’, fkst in its Tclugu version and 
then in Hindi, elicited considerable applause 
in new Hyderabad for its unabashed 
patriotism and its categorical denunciation 
of Kashmiri militancy. A national(ist) 
commonsense about what cOnstiujtc.s the 
truly secular was articulatedl^here in its 
convergence with Hindutva; in fact, as 1 
have argued elsewhere, “seculansm' in 
"Roja* was indistinguishable (as it is in 
other contemporary .cultural formations) 
from the attitudes produced by the making 
invisible ofa ‘Hindu* ethnicity.* ‘Bombayi’ 


is in many ways not very different from 
‘Roja* in its portrayal of the secular and 
the Indian. It is worth investigating, 
therefore, why the film seems to have 
evoked from the minority community which 
made no public protest about ‘Roja’ a very 
different kind of response. We mu.st also 
remember that ‘Bombayi' could have the 
effects It has precisely becau.se it comes 
after ‘Roja’ ' What could be the altered 
political landscape today that makes such 
a response to ‘Bombayi’ possible? To 
answer this question one would have to 
take into account multiple factors relating 
to the national and international .scene, an 
undertaking 1 am not presently competent 
to embark upon. I proffer, however, some 
remarks about Maniratnam’s film which in 
my view allows us lo reflect anew on major 
questions of cultural politics today, my aim 
being not to produce a conclusive analysis 
but to help initiate a debate on the issues. 

While the film follows ‘Roja’ in the 
framing of its central problem-the question 
of the nation and the question of 
communalism (community identity in 
‘Roja’ - it IS, to my mind, marked by a 
certain stuttering, not so evident in *Roja\ 
when it comes to the issue of gender. This 
might partly account for the hostile 
reception in certain quarters of a film that, 
compared to a ‘Roja’ which depicted the 
Muslim almost entirely as terrorist and 
anti-Indian, represents in its syrupy 
secularism “nothing...that hurts Muslim 
sentiments”,'* and indeed is framed as an 
attempt to “(balance) the viewpoints of the 
opposing communities”.^ ‘*How sad”, 
exclaims a journalist writing in The Hindu, 
“...every time sincere efforts have been 
made towards national integration we end 
up in protests and riots”There appears 
to be a general consensus that Maniratnam 
is indeed a ‘nationalist* film-maker, as 
evidenced by ‘Roja’ winning the 1993 
' award for N ational Integration. It is perhaps 


then the very composition of mainstream 
nationalism - a composition Which 
legitimises some identities and marginalises 
others - that is being contested by those 
who are demanding a ban on ‘Bombay!*. 
And it is precisely around the question of 
gender, 1 would suggest, that the fracturing 
of this composition becomes visible. 

But first, an outline of the narrative. 
Shekhar, a young brahmin from 
Bheemunipatnam, has just finished his 
studies IQ Bombay and .started working as 
a proof-reader in a newspaper, with a view 
lo becoming a journalist. On a vi.sit to hts 
village, he sees Shaila Banu, the daughter 
of the Muslim brickmaker Basheer, and 
instantly falls in love with her. After a brief 
courtship, and after encountering the 
hostility of his family and Basheer’s^to the 
possibility of his marriage with Shaila Banu, 
Shekhar returns to Bombay, to be joined 
there by the girl. They commence wedded 
life in a chawl; Shekhar gels a promotion. 
Shaila Banu gives birth to twins; the boy’s 
father Narayanamurihy (who has tried to 
send bricks marked *Sri Ram* to Ayodhya 
as penance lor hi.s son’s act) comes to visit, 
and is overwhelmed to learn that the twins 
are named Kabcer Narayan and Kamal 
Basheer. Shaila Banu’s parents also come 
on a vist at the .same time. The Babri masjid 
falls; the Bombay riots take place; the 
parents of both hero and heroine die in a 
fire; the children are lost; amtd.st scenes of 
rioting the chief prolagoni.sts search for the 
twins. In the concluding scenes, Shekhar 
makes impassioned speeches to the rioters 
to stop killing each other, and the childten 
arc found, even as Hindus and Muslims 
drop their weapons and hold hands. This 
bare narrative cannot possibly account for 
the many ingenious ways in which 
Maniratnam achieves his cinematic effects, 
some of which 1 shall have occasion to 
reter to. 

What I carher called the stuttering of 
‘Bombayi’ has to do. it seem.s to me, with 
the portrayal of the Muslim woman. Some 
members of the audience have asked why 
the protagonists could not have been a 
Muslim man and a Hindu woman. Given 
the logic of gender and nation in 
Maniratnam. this equation would have been 
clearly impossible. The (Hindu) female in 
‘Roja’, for instance, is shown as imperfectly 
secular, imperfectly nationalist, because 
her concern is not for the security of the 
nation but for her husband. It is the Hindu 
male, therefore, who must lake on the task 
of making the Muslim ‘human’ (as well as 
secular and nationalist, as f have suggested 
elsewhere).’ 'Wherea.s in ‘Roja’ it is the 
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made human* Ms sllem sister who 
hali>i the hero escafie is shown implicitly 
as already human by virtue of her 
femininity. By aiding the hero, she 
transcends her community^dentity and in 
the process stands levealed as both human 
and Indian* (rather than Kashmiri or 
militant separatist). 

'Bombayi* is more subtle: Shaila Banu 
marries the brahmin Hindu hero (who is 
never shown as marked by caste or 
community) but does not give up her 
religion; neither docs she dress like a south 
Indian Hindu woman, especially since she 
does not wear a bindi except in two song 
sequences. The secular hero is obviously 
tolerant about all this, is in a sense attracted 
by the very ‘difference* of the heroine. 
While male Muslim ethnic markers in the 
fiimlprayer caps, or scenes of mass praying, 
for example) are menacing portents of 
rioting to follow, female Muslim markers 
of ethnicity - the hurqa, primarily - are 
glamorised and eroticised. Shekhar’s first 
glimpse of Shaila Banu is when the wind 
accidentally lifts up her veil, and many of 
his subsequent encounters with her, 
including on the night when they 
consummate their marriage, thematise this 
visibility/invisibtlity as tantalising. 

The ‘secular* attempt to understand the 
ethnic other, and one need not doubt 
Mamratnam's endeavour in this regard, is 
portrayed in ‘Bombayi* as accomplished 
through the erotic gaze. It is the feminine 
other who is embodiment of the erotically 
mysterious and unapproachable, and who 
therefore compels an unveiling in the act 
of making intimate, while the relation.ship 
ofthe secular nationalist with theethnicised 
mala can only be contentious and 
coadfNitive. This ethnicised male in the 
logic of these films, and indeed in the 
dominant cultural logic of our times, cannot 
possibly be the hero of a narrative about 
the need for national integration. The only 
acceptable hero is the urbanised, 
westernised Shekhar who. like Rishi Kumar 
ih *Roja\ does not need to draw attention 
to his caste or religion because in espousing 
nationalism he has transcended such 
identities.’' Ifoneexamines the composition 
of the Indian citizen*<subject of the 1990s. 
the Hindu female appears as the necessary 
bearer of ethnicity. Thus, the initiator of 
the integration process, or the initiator of 
the romantic relationship in the film, cannot 
but be a man from the majority community. 
One does not need to belabour the point 
that this kind of agency is gendered male. 
"Bombayf, then, could not have had a 
Muslim hero and a Hindu heroine. 

This inevitability's also related to the 
sharp demarcation of gendered ‘secular* 


ipoces in *^Bombayi\ WMte the herp’f 
secularism (read, tolerance) does have a 
domestic aspect to tt, It is manifested in 
this sphere only as playfulness, as in the 
scene where a relay of little children convey 
to his bride his question - ‘Shall I change 
my religion?*, or the song sequence (‘halla 
gulla') in which he briefly dons Muslim 
headgear. His publicly secular acts, on the 
other hand, are shown as acts of 
consequence, when during the riots he 
berates his two colleagues for claiming to 
be Hindu and Muslim instead of saying 
they are Indian, or in the climactic scenes 
when he splashes petrol on his body and 
urges the rioters to bum him in order to' 
.shame them into throwing down theirarms. 
In contrast, when Shaila Banu makes a rare 
appearance outside the home, it is most 
visibly when she and Shekhar are looking 
for the children during the riots, and she 
is called upon only to express distress and 
horror. 

in fact, the domestic space is constantly 
defined in the film a.H a counterpoint to 
communalism: the increasing familial 
harmony (the birth of the twins, the 
reconciliation of the grandparents. 
Shekhar’s desire for more children) is 
matched against increasing communal 
tension in the city. Integration, the film 
seems to suggest, can be accomplished 
within the familyIn the domestic space, 
Shekhar docs not have to undergo any son 
of transformation to prove his .secularism, 
in any case. hi.s ‘religion* is not central to 
his identity. Also, by virtue of being the 
bread-winner, there are other conventional 
asymmetries in relation to male and female 
roles that he need never challenge. It is 
crucial to the narrative that the couple have 
children, for the film's logic suggests that 
it is the urbanised nuclear family which can 
solve the problem of communalism This 
problem, indicates the film, is one of 
.senseless hatred. Communalism is imaged 
here, as m some analytical accounts of 
recent events in India, as the resurgence 
of ancient hates, primordial hostilities. 
Communalism thus becomes a residue, a 
mark the non-modern, of back wardness. 
Secularism or nationalism, therefore, us 
Gyanendru Pandey has shown, appears as 
the ‘other’ of communalism:" however, in 
the 1990s. in a historical space where the 
privati.sation of secularism seems to be 
taking place, this naiionalt.sm need not be 
part of a political agenda.*^ If the problem 
is one of hatred, the solution has to be 
located in the pos.sibiiity of love. 
Humanism, too. becomes a question of 
good individuals, happy families. And love 
in its modern form, as ‘Bombayi* shows, 
achieves its most exalted and exemplary 
expression in romantic love, the love 


worth asking whether the danMnd for the 
banning of ‘Bombay!* (on the basis that 
it offends Muslim sentiments) is simply an 
expression of ‘fundamentalism* or of 
Muslim patriarchal attitudes. Is it perhaps 
an indication that the liberal analysis and 
solution (‘hatred* and ‘love*) are 
unacceptable - as inaccurate, simplistic 
and patronising - to those who comprise 
the majority amongst the victims of 
communal violence? Could it point to the 
need to rethink whose tolerance the 
dominant notion of secularism embodies, 
and whether ‘love* and ‘tolerance* can be 
recommended in equal measure to both the 
majority and minority communities? 

Notes 

1 Report in Newstime, March I.S, I99.S. 
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9 In an interview. Maniratnam says; "The 
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family's folds." The Times of India. April 2, 
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REVIEWS 


After an Elusive Quarry 

Gurpreet MahiO^n 

State atod Nation in the. Context of Social Change, Vol I edited by 
T V Sathyamufthy; Oxford University Press, Delhi, 1994. 


WHEN an edited volume is a collection of 
papers it is best to concentrate on individual 
essays because the introduction only ex¬ 
presses exaggerated claims about the unity, 
originality and distinctiveness of the volume. 
On most occasions, contributors speak 
different languages and exercise considerable 
freedom while interpreting the intended 
theme of the volume. The present volume 
is no exception. It is the first of a four- 
volume series on the Indian political process. 
Ostensibly it seeks to explore the "political 
dynamic of State structures of contemporary 
India** (p 2). But given the difficulties of 
conceptualising the State, individual essays 
address a wide range of subjects: .some 
analyse the changes in particular institutions 
and policiea of the State, others address the 
challenges facing the Indian polity, and a 
few study the nationalist discourse. 

Predictably the first essay is by Rajni 
Kothari, and it surveys the political 
discourses that have enhanced democratic 
values in post-independence India (p 53). 
In the main, Kothari distinguishes the 
"nationalist-cum-liberal bourgeois" 
discourse of the Indian Constitution and 
the Nehruvian model from the oppositional 
voices grounded in the Gandhian 
perspective. He holds the former responsible 
for India's political crises - eg, the crisis 
of performance, of integration, of distributive 
justice and of overcentralisation (pp 42-44). 
On the other hand, it is to the Gandhian 
perspective that hecredits policy perspectives 
and movements that stress decentralisation, 
voluntaristic ethos, employment, people and 
grass roots (p 45). 

While Kothari associates democracy with 
a people-centred perspective, Satish 
Saberwal emphasises rule of law, and an 
individual-centred ethic. His analysis rests 
on the argument that democratic institutional 
structures in India are not sustained by the 
normative categories of the society (p 179), 
hence they remain vulnerable and fragile. 
Elaborating this point further, Saberwal 
argues that while individualism and 
universalism He at the heart of the western 
liberal democratic tradition, segmentation 
and absence of the ethic of public 
responsibility mark the Indian tradition. In 
postulating a liberal democratic tradition 
that dates back at least to the 12th century, 
if not theGredk civilisation, Saberwal glosses 
over the bitalts and dtscontitniilies in that ,. 


tradition. He also underemphasLses the 
changes in the conceptual vocabulary of 
liberal democracy that occur over a period 
of time; for instance, the notion of human 
dignity or personality articulated by Marsilius 
of Padua in the 14th century bears little 
similarity to the individualist ethnic, based 
on the right to property and liberty, that 
informs later libcrali.sm. Similarly, even 
though in the city states of 13th century 
Italy the idea of contract was used in 
various spheres of human life, including the 
family, this was not a widespread 
phenomenon. Besides, the southern states of 
Italy may have been the site of cultural 
renaissance, but they were not the breeding 
grounds of liberal ideology. In 17th century 
England, on the other hand, theorists regarded 
the individual as being onto-logically prior 
to society, but large sections of the 
population, particularly the labouring clas.ses 
and women, were excluded from the category 
of the autonomous, self defining individual. 

Satish Saberwal regrets the absence of a 
liberal individualist ethic, but Siibrata Mitra 
points to the "intellectual aridity" of the 
mainstream literature on India. He argues 
that these western paradigms fail because 
they are organised around concepts that are 
not germane to the Indian experience. Should 
the agent's world-view and self-represen¬ 
tation be uncritically privileged? And, where 
do we begin to look for authentic categories - 
in Indian tradition or every day experience? 
These questions remain, and need to be 
address^ by Indian social .scientists. 

Sii^ipta Kaviraj writes about the various 
representations of the self that emerge in the 
encounter with colonialism and modernity. 
He distinguishes between anti-colonial 
struggle.s and nationalist consciousness. 
However, his essay is hazy about the 
historical boundaries of each stage, and the 
lumping together of various conceptions of 
nationalism within the Indian National 
Congress also remains problematic. 

Kavir^ maintains that it was politically 
more iq>|iftihg for the nationalist leadership 
to assert that the Indian nation was formed 
by a cultural practice which went back into 
immemorial antiquity, Javeed Alam focuses 
on just this representation of the nation. He 
argues that the depiction of the Indian 
nation as an autonomous social reality 
existing trough the ages, has been used 
time and again to subvert ethnic and 


regional movements. Reflecting upon the 
contemporary challenges to the ideology of 
nationalism, he goes on to argue that the 
communist understanding that gave the 
right to self-determination to people who 
were oppressed, was correct and appro¬ 
priate. Kalpana Wilson also applauds the 
innovativeness and depth of the marxist 
analysis of the Indian State. 

R Sudershan refers to the colonial legal 
practices and the nature of the constitutional 
discourse to explain the contradictory 
impulses of the Indian judiciary. The author 
argues that under colonial rule legal 
institutions were subordinated to political 
power and the Constitution veered between 
liberal and socialist aspirations. It provided 
the right to property without abandoning 
the goal of social justice. This made the 
judicial task of interpreting the law difficult; 
sometimes the judiciary has erred on the 
side of property rights, and on other 
occasions it has courageously upheld 
fundamental rights. Sudershan would tike 
the judiciary to provide "relief to an 
"impotent" political process (p 84), but 
acknowledges its inability^ to resolve the 
questions posed by Hindu nationalism, 
Muslim fundamentalism and the Backward 
classes. Eventually the author prefers to 
place faith in prolonged political ancT 
democratic struggles. 

Suranjan Das reiterates the claim that the 
Congress is responsible for the political 
and economic trises in the country. In fact 
he argues that the continuity between the 
British Raj and Nehru's government is 
ensured by the sustenance of a conservative 
lobby within the Congress. B P R Viihal 
expresses doubt about the bureaucracy being 
an instrument of change in contemporaiy 
society. 

T V Sathyamurthy's essay presents a 
detailed narrative of reasonably familiar 
political events to depict the shift in domestic 
policy - from self-reliance to liberalisation - 
in order to explain the changes in India's 
foreign policy. He links the ideology of self- 
reliance with the policy of non-alignment, 
the subsequent attempts to safeguard the 
interest of the Indian national bourgeoisie 
with the reluctant attitude towards national 
liberation struggles, and the entrenchment 
of foreign capital with the new role of a 
'regional gendarme*. 

Aparna Mahanta finds the Indian State 
"colluding in the name of national interest, 
with patriarchal forces to deny human rights 
and social justice...". While assessing the 
State's attitude towards women she fails to 
record the changes in favour of the victim 
that have been introduced in the Rape law; 
and her assessment of the official policies 
remains deeply ambivalent, On the one hand. 
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. is critical of the policy of reservations 
as it co-opts women aiKl represents them as 
second class cili/ens, and. on titc other, she 
laments that too tittle money is provided for 
family care and welfare programmes related 
to women. 

On the whole, even though this volume 
presents a wide spectrum of opinions about 
the Indian State« yet. most contributors 
concur that the crises and contradictions 


ALL societies change, so must the tribal 
societies. But how should it be effected so 
that the tribals maintain their identity and 
dignity in the face of drastic socio-cuUural 
andeco-political changes pressing upon them 
from all around? The authors of the book 
under review contend that it is by asserting 
the tribals’ positive self-image and by 
overcoming their minority status. They need 
to be integrated into a culturally pluralistic 
and economically egalitanan society and not 
be assimilated into an ethnically uniform, 
class-stratified state (p 136). 

The question of tribal identity and 
minority status is discussed with specific 
reference to the Kalhkari nomads m 
transition of Raigad district in Maharashtra. 
In the changing .scenario the identity of 
tribals is often negated and their identity 
as human persons violated. They arc 
marginalised from the benefits of 
development and relegated into the bottom 
of the social hierarchy (p 9). To study this 
issue in depth a dynamic evolutionary 
pcrspccti vc IS preferred, to other pcrspccii ves 
like a ’descriptive’ ‘ethnic category’, a 
‘colonial administrative construct’ and a 
’contemporary ideological concept’ that add 
up at the most to an operational definition 
of the term ‘tribe’ {p 127). 

The second chapter on methodology is 
a brief but interesting discussion on how 
one must steer one’s way clear between the 
horns of methodological dilemmas and 
avoid the ‘tyranny of methodology’ (p 32) 
when dealing with a topic like the one 
taken up in the study. A balance has to be 
maintained between ’sciemific objectivity’ 
and ‘researcher’s subjectivity ’ between the 
‘etic' (observer’s) and the ’cmic’ 
(participants') viewpoints and between the 
’micro’ (worm’s cye-view) and the ’macro* 
(bird’s cyc-view) approaches (pp 30-31). 
In this study a parttcipatory action research 
methodology is honed out to reconstruct 
the Kathkari profile. The three groups 




facing the Indian polity can be resolved 
only through popular mobilisations. In this 
connection it is neccs.sary to remember that 
while pariicipatiou enhances democracy, 
various movements do not add up to a 
single whole. Since they do not always 
cohere with one another and affirm the 
same values, wc need to diflercntiaic 
between various movcmonis and forms of 
mobilisation. 


collaborating in the study arc (he 
re.searchcrs, the social workers and the 
people themselves. The open-ended 
interview schedules provide the mam 
themes for discussion and reflection on 
the respondents’ perception. The appen¬ 
dices II and III help to construct the profiles 
of the 11 villages under study. 

Chapter Three builds up the Kathkari 
profile from various sources. The mis¬ 
sionary perception of the Kathkaris us 
‘degraded body of natives’ and very 
depraved as well as debased’ (p 59) smacks 
ot uncritical and unfair stereotypes laden 
with paternuiisiic concerns. The 
anthropological studies conducted on 
Kathkaris do the same, except tor some 
insights into the heterogeneity of the 
Kathkari community and its capacity to 
adapt to changed situations (p 69). As 
against this, a historical reconstruction 
presents a better picture of the Kathkaris 
as a community based on diverse exchange 
relations having autonomy and independence 
and heterogeneous identity (pp 72-73). 

The Kathkan situation from the field data 
is described in chapter Four. While the non- 
Kathkari views of the Kathkaris vary from 
indifference to condescension, the Kathkaris 
themselves prefer to be called ’adivasis'. a 
term that gives them a more digni ficd identi ty 
than the term ‘Kathkari’ which relegates 
them to subordinate economic posijion (p 
120). The relationship of Kathkaris to others 
is that of dependency, chiefly on the 
employers. However, they do not consider 
them as superior on ritual and cultural 
grounds (p 110). though they may imitate 
their practices for social mobility (p 113). 
No doubt land, wa^s and education are 
among the most urgent demands of the 
Kathkaris to enhance their social status. 

The final chapter recapitulates the 
discussion and states that according to the 
hisUirico-evoJutionary perspective all tribes 
have their particular htslories. i^ndorstng an 


integrative response to the question of tribal 
identity and dignity, the authors conclude 
that the unequal exchange relations that 
marginali.se the tribals has to he reversed. 
The material basis of this unequal relation 
must be changed, and .some form of positive 
discrimination in their favour has to be 
accepted (p 127). Moreover, to make this 
tribal development into an effectively self- 
sustaining process, a positive setf-imageand 
a group identity is nece.ssary. The tribal 
protest movcmenls are encouraged, if and 
as possible, to mobilise such identities. 

The overall implication of the rinding.s ot 
the study is that while seeking for an 
integration of tribals into the national 
mainstream, the issues concerning all ethnic 
minorities of the country need to be attended 
as well; social equity, ecological 
sustainability, people’s participation, cultural 
autonomy and democratic integration. The 
non-lrihal societies have also to learn mueh 
trom (he tribals, like ecological protection 
and forest management, to mention a few 

Onthcwholethcbookisquitcilluminating 
and challenging. It does give the feeling of 
the tribal being understood from ‘bis/her- 
side’ onthcqueslionofwhos/heis. However, 
a few point.s that can sharpen the Kathkan 
profile seem to be missing out of the data 
collected. The religious aspect of self-image 
as perceived by the Kathkaris is not 
sufficiently explored. The Berlc Kathkaris 
exude confidence and greater self-respect 
due to their religious ascription to the Ramdas 
movement. This sell-perception is however 
culled out on the basis ol the overall 
discussion/dialogueon the matter as outlined 
in the questionnaire which, though open- 
ended, docs not help much to know the 
positive or negative self-image of Kathkaris 
of other villages where there is reponedly 
no such religious affiliation. Perhaps a more 
satisfactory response would have been 
elicited with direct questions like: Are you 
proud of your religion? Why/why not? 

Similarly, when an ’underside' perspective 
is ventured to the understanding of the 
Kathkari history, identity and dignity, it is 
not clear as to who the field workers are apart 
from the fact that they are social workers 
of the Janahit Vikas Trust. One wonders 
whether there were any tribal investigators 
also in the team. For one assumes that their 
investigating and reporting on the matter 
would be nearer to the ’underside’ story of 
the group under study. 

These observations apart, the book is quite 
informative and insightful both for social 
scientists and activists as well as for the 
tribals engaged in liberattve praxis. The 
micro-study based on the field-data is 
superbly carried out and the abundant 
secondary data only reiterates and focuses 
the point. As such the book should come in 
handy for anyone interested in ihp question 
of tribal identity and dij^ity^ 
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Negotiating IHbal Identity 

Alexius Ekka 

Tribal Identity and Minority Status by Rudolf C Heredia and Rahul 
Srivastava: Concept Publishing Company, New Delhi, 1994; pp 157, Rs 225. 



sm^AL ARndES 


Economic Reform and Its Impact on Poor 

S P Gupta 

This paper attempts to study the impact of the economic reform measures on the poor by looking at (i) the effect 
of these measures on income and consumption in agriculture and the informal small industry sector, (ii)the performance 
of safety net programmes to protect the *new poor* exposed to the adverse impact of reform in the short run, (Hi) 
the direct and indirect effects of the government's social service and human development programmes in the pre- and 
post-reform periods, and (iv) the employment picture of the country in the post-reform period. The results of the study 
are mixed, but in general they show that the social costs of reform, while they may have been low as compared to 
those in many other developing countries, are nevertheless high enough to demand a corrective course. 


ANY attempt to measure the impact of 
present economic reform is deemed 
heroic. Hardly three years have passed 
since reform has been initiated. From all 
inter-country comparisons, we know that to 
capture any perceptible result of liberali¬ 
sation, most of the reforming countries had 
to wait for 4 to 5 years at the minimum. 
Further, data on major economic indicators 
in India come with considerable time lag, 
because of the country’s large size and 
comparattvely weaker communication 
system. This is in spile of the fact that 
transparency in information is greater in 
India than in totalitarian economies, because 
of its long standing democratic tradition. 

Even so examining the impact ol reform 
at this stage has its own rationale. A poor 
country with its very low endurance capacity 
because of its poverty, unemployment and 
depnvations, needs constant monitoring of 
the social cost of any reform process; so that 
a proper corrective course could be devised 
by suitable safety net measures before the 
limit crosses a critical level. The poverty 
concentration in India is mainly in agriculture 
and the informal small scale industry sector. 
Therefore, all reform measures in these 
sectors have to be scanned and their effects 
on income and consumption analysed. 

There are several alternative measures for 
ameliorating poverty and deprivation. One 
of them is the launching of specific poverty 
alleviation programmes targeted to the poor. 
The safety net to protect people who are 
likely to ^ exposed to the adverse impact 
of reform over the short period, called 'new 
poor’, is another. 

Further, the poverty and welfare of the 
people is largely dependent on many of the 
government’s social service and human 
development programmes. Some of them 
are target-oriented while others arc open- 
ended. We tried to study the direct and 
indirect effects ofthe.se measures during the 
pre- and post-reform period on major 
economic indicators. Lastly, poverty and 
unemployment are closely correlated. 
Therefore, an attempt has been made to 


study the employment picture of the country 
in the post-reform period. 

The results of our study are mixed, hut 
in general, these .show that the social costs 
of present reform in India, although have 
proved to be low in contrast to many other 
developing countries, are on the positive 
side and high enough to demand a corrective 
course. This correction is a ‘must’ if we want 
to see the present economic reform to be 
sustained and its tempo maintained. 

The present economic reform in India was 
initiated since July 1991. Its main goal is 
to improve efficiency and growth, through 
free competition in an open market economy. 
However, in similar moves initiated by many 
other developing as well as developed 
economies, their ‘poor and vulnerable’ 
sections are often seen to be adversely 
affected in the shun mn, primarily confined 
to the stabili.sation phase of their reforms. 
These effects are often referred as the social 
cost of adjustments. In several cases, these 
adverse effects have even continued beyond 
the shon run. Few however are fonunate 
enough to avoid any significant .social cost 
of adjustment, explained primarily by their 
initial conditions before the reform started 
and often by launching many prudent anti- 
poverty and human development 
programmes as social .safety nets [Gupta 
1993). Hardly after three years of reform, 
we observe that many of our earlier 
apprehensions regarding its likely social costs 
are now surfacing in India. 

The economic reform measures under 
liberalisation and structural adjustment in 
India can be classified into macro, meso and 
micro. They all influence cither prices or 
income, via fiscal, monetary, trade and 
administered price policies and policies 
relating to many institutional changes 
including land. In this paper, we do not 
intend to go into all these details by describing 
their sequencing, pace or coverages. Every 
economic unit has a role either as a consumer 
or producer or both. The impact of economic 
reforms works via income and price changes. 
The net benefits or losses to individuals. 


households, sectors or regions as producers 
or consumers measure the .social costs or 
benefits of reforms. The policies are broadly 
classified into groups which are given in 
Table I. 

The impact of these policies can be assessed 
either as a ‘process' evaluation or as what 
is known as ‘impact evaluation’. For the 
latter one has to identify the major relevant 
indicators and the methodology to measure 
«the impact. Becau.se the present reform is 
still in its early stage, most of its effects 
could be judged only as process evaluation, 
I e, “assessment of the efficacy of the policy 
instruments", and not so much as impact 
evaluation, i e, effects on major development 
indicators. 

Indeed, there is a general agreement that 
a three-year period is too short to measure 
the impact of any economic reform process. 
But even this three-year period is long enough 
for testing the ability to withstand any 
negative effects on the weaker and vulnerable 
.sections of a poor society like India. 

The poor is defined in many ways in 
contemporary literature. No specific 
definition or measurement is fool-proof. 
However, the most commonly used 
measurement in India is from the 
consumption angle, whether the money for 
consumption available to a household or an 
individual enables to buy food satisfying a 
minimum “calories-value” agreed on the 
basis of FAO norm along with the total 
basket of purchase. The calorie norms are 
stipulated by rural and urban per capita, 
determin^ by the calorie requirement of an 
individuar given his/her gender, age and 
occupation to lead an active life. 

Any study on structural adjustments and 
their economic and social impact is an 
exercise designed for identifying causes 
and effects. Here, we have the familiar 
problem which we face often in any social 
science study; how to estimate the partial 
derivatives in a highly inter-related complex 
world; involving many other variables both 
exogenous and endogenous. Similarly, any 
suggestion to work out the impact of 
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structural adjustment, in a coumer-factual 
context com|>ared with a hypi>thcticai 
scenario in the absence of tlie structural 
adjustment is equally difficult to carry out. 
In the present study, in order to measure (he 
reform impact we have adopted a very 
simplistic method of noting the deviations 
ol the major economic variables from (he 
trend values as emerged by appropriate 
regression relation, when dummys arc used 
for the structural adjustment period. In thi.s 
we have drawn upon a study by Gaiha (i 994). 
done recently for FAO. 

Mac ro Impact 

The impact of macro policies come via 
income and price changes. The social cost 
of these arc measured by the impact on Uniil 
consumption or employmcni. The income 
changes are picked up by changes in GDP 
or GNP broadly separated in rural-urban 
sectors. The pncc-impacis have been a.s.vessed 
by the changes in the relative and absolute 
prices between (he rural and urban sectors. 
The impact on consumption (measuring 
welfare) have been picked up in population 
decile groups, as given by NSS, separately 
lor the rural and urban sectors. 

Apart trum estimating the impact on 
different consumption classes on the basts 
of their relative consumption per capita, 
attempts were made to estimate poveny by 
using the Indian government’s method of 
head count of the poor below and above the 
poveny line. The poverty lines for rural and 
urban sectors are defined as the minimum 
expenditure needed per capita to enable 
oneself to spend on food providing a 
minimum calorie requirement of 2.400 
calorie per capita for rural and 2.100 calorie 
per capita for urban sectors. The.se have been 
estimated by the Planning Commis.sion as 
Rs 49.09 and Rs 56.64 for the rural and 
urban population on an all India basis at 
1973-74 prices. For calculating the poverty 
line, we encounter several major unsolved 
methodological differences between the 
official method (CSO or Planning 
Commission) and the approach of several 
other economists led by Bagicha Singh 
Minas, here referred to as the NSSO method. 
Mainly their differences boil down to two 
unresolved problems: (1) matching the 
estimates of consumption levels per capita 
derived by NSS and private consumption by 
NAS. and (2) identifying appropriate 
deflators of consumption to update the 
poverty line. 

Tables 2 and 3 provide the poverty 
estimates by (be official (CSO) method and 
the unofficial fNSSO) method. Annexure I 
presents in detail the methods and 
calculations. Tabled provides the decilewise 
share of consumption. Table S provides total 
private consumption, and Table 6 the 
adjustrnent factors needed to Mow up NSSO 


estimates to CSO’s aggregate consumption, 
and the poverty lines, adjusted over time by 
using different appropriate price dcllaior.s. 

From these tables one can infer that in the 
rural and urban areas there has been a 
significant deterioration in the consumption 
shares of individuals both in the lowest 
three deciles and middle 4 deciles, at the 
gain of the top three deciles since 1990-91 
(i e, a reversal of the trend Miscrvcd since 
1987-88). In terms of ratios between the 
bottom three deciles and top three deciles, 
the tables indicated a deterioration in relative 
con.sumption distribution over the reform 
period since 1990-91: thereby showing 
again a reversal from the past trend. On the 
basis of the latest 1992 NSS results, wc 
come to (he conclusion that .since the 
economic reform of 1991 -92. the distribution 
of consumption both in the rural and urban 
sectors has dcleriorated. Whether this 
observation conveys a significant income 
.shill to the rich cannot be answered in the 
absence ol any income distribution 
information on decile groups. Alternatively, 
it would suggest an increase in consumerism 
among rich.' This relative shift is also in 
contrast to most other south Asian and cast 
Asian pacific countries given in the World 
Development Report, where the shifts were 
in favour of the poor (Table 30). Almost in 
all south Asian, cast Asian and south-east 
Asian countries one would observe dccli ni ng 
trends in the inequality parameters measured 
as a ratio of (he consumption share ol the 
top 20 per cent to the bottom 20 per cent 
of (he population. Although m Latin America 
no such trend is perceptible. However, the 
limitations of any such inter-country 
comparison are well recognised as concepts 
used arc often very different (based either 
on per capita or per household consumption 
or income). The lime periods they coveralso 
often differ. 

It is often said that the ratios ot upper two 
or three deciles with lower two or three 
deciles are a somewhat crude measurement 
of inequity. Therefore this article also 
attempted to measure the Lorenz ratios for 
all (he years. We know that Lorenz ratio is 
a very insensitive parameter and any small 
change in it signifies a large shilt in 
distribution. Taking the NSS distribution o|[ 
past several years these are estimated as: 


Year 

Rural 

Urban 

1977-78 

3.36 

.344 

I9g3 

.298 

.330 

1987-88 

.298 

..353 

1989-90 

.278 

,350 

1990-91 

.271 

.335 

1992 

.286 

.399 


We notice that there is a definitive 
deterioration in equity in the rural sector. In 
the urban sector there has been a mixed trend 
but 1992 shows the highest consumption 
inequality .since 1977-78. 


Coming to the estimates of poveny ratios, 
i c, numl^r of poor below the poverty line 
expres.sed as a percentage of the total. 
Tables 2 and 3 again show that whereas 
prior to the reform of 1991-92 the poverty 
ratios were showing a heavy inter-temporal 
decline, since 1991-92. thi.s trend has been 
halted and even a .significant reversal is 
noticed. With reference to Tabic 2 (CSO 
estimates) the poverty ratios have come 
down from 51.2 per cent and .38.2 per cent 
in the rural and urban areas in 1977-78 to 
20.6 per cent and 11.5 per cent in 1990-91. 
But subsequently they went up to 22.4 per 
cent in the rural (more than 2 per cent 
increa.se) and 12.7 per cent m the urban 
arca.s (more than I per cent increase) in 
1992. If wc take the NSSO estimates, which 
arc bused closely on methexis suggested by 
the expert group appointed by Planning 
Commission, the poveny ratios in the rural 
and urban sectors dropped from 57 per cent 
to 35 per cent, and 45.9 per cent to 37 per 
cent between 1970-71 and 1990-91 but 
moved up to 41.7 per cent in the rural and 
37.8 per cent in the urban sector in 1992. 
From 1988-89. (hc.se llndings are based on 
NSS thin .samples. Therefore, one should 
compare caretully thc.se estimates with the 
earlier ones which were ba.sed on a full 
sample.- However, even when wc compare 
all the estimates available since 1988-89, we 
observe the same declining trend with an 
upward turn in 1992. The big jump in the 
rural sector from 35 per cent to 41.7 per cent 
ot people below the poveny is u matter of 
great concern. About the absolute number 
of poor, the historical trend showed a heavy 
reduction in number both in rural and urban 
areas. But between 1990-91 and 1992. the 
numbers arc seen to rise by nearly 19.8 
million. If we take the NSSO unofficial 
approach, the picture does not change. In 
tact, it gives a larger increase in the number 
of poor in 1992 compared to 1990-91 
(around 56.9miliion). A.salready mentioned, 
these estimates arc to be taken with a caution 
but the directional changes seem to be 
alarming. The estimates made under NSSO 
method further .suggest that the increa.se in 
the poverty ratio is mainly in the rural areas, 
with comparatively lower increase in the 
urban area. The above results again present 
a contrast when judged against the experience 
of east Asia and south-east Asia countries 
(Tabic 37). The poverty reduction in this 
region is more than twice or thrice over last 
two decades. 

Looking at the nominal wage rates of 
skilled and unskilled agricultural labour, 
one may be tempted to conclude that these 
have improved over the post reform period. 
But once one make.H price corrections by 
CPIAL, the real wage changes will show a 
significant decline, and even becoming 
negative for skilled labour (Table A). This 
again confirms our poverty findings. 


Econotnfc and PoUiicaf We^y 



h is nomifiny found thm the peitemagc 
of total expenditure allocated to food is 
higher in poor families. When we compare 
the NSS results of 1987<88. and 1992 wc 
notice that the percentage allocation to food 
over these years has increased from 64.01 
percent in 1987-88 to 64.99 per cent in 1992 
in the rural areas. Again, it suggests a possible 
poverty increase in the rural areas. Even in 
terms of physical units, i c, kg. ihc total 
per capita cereal consumption has gone 
down both in rural and urban areas between 
1990-91 and 1992. more so in the rural 
sector. 

However on the positive side, it has been 
noticed that a higher percentage of 
households both tn rural and urban areas 
arc now getting two square meals u day. 
In the rural sector this percentage increased 
from 97.3 per cent to 99.3 per cent between 
1983 and 1992 and in urban areas from 98.8 
to 99.6 per cent. This index is referred to 
as the ‘hunger index ’. This data suggests that 
there has been an improvement in terms of 
people’s starvation level, but do not help 
deducing anything about the poverty 
dimension. 

From Tables 2 and it is obvious that 
a lower rate of inllation was always 
associated ^ilh nnpiovcmcnt in poverty 
index. Indeed the conventional measurement 
ol |X)veriy ratios, used in this paper aie seen 
to be sensitive to la) change in real income 
per capi la, (b) changes in absolute and relative 
prices, (c) the propensity to consume of 
different income classes, and (d) the 
disiribuhon parameter ol consumption 
between diMcrenl consumption classes In 
the past, a declining trend in the di.slnhulion 
parameter (Loren? ratio) and the rise in per 
capita real consumption helped in the 
improvement of poverty ratio. The 1992 
.sample results therefore reflcel primarily the 
elTeci of a higher inflation rate especially 
in the food pnees (affecting more the poor 
people) and a deterioration in the 
consumption distribution, either because of 
higher consumerism among the rich or an 
income shift in favour of the rich. 

Table 7 provides some explanation for 
this trend in rural povciiy. The agricultural 
growth in 1992 shows no significant decline 
as given by the dummy coefficient of the 
relevant regression equation. The domestic 
terms of trade, however, went in favour of 
agriculture. But the benefits of increase both 
in the procurement and market prices 
probably were eaten up by the rise in the 
fertiliser input prices (Table 8). Besides, the 
.small and marginal lurmers have rarely u 
marketable surplus; essentially, they are all 
consumers and therefore got affected by 
the rise of consumption prices. The gross 
capital formation in agriculture in the public 
and private sectors improved marginally 
over the reform period, still it is very low 
cempaied to the 1970s. All these show that 


profitability in agricuKuit may not have 
increased significantly whereas the 
infrastnicitural support to agriculture must 
have been much below its requirement. 


Table 8 provides the regression estimates 
of the changes in procurement prices and the 
foodgrain procurements. Here also we find 
that although the procurement prices have 


Tabi is A: Movemi-nts of Nominal and Real Waof Rates in AoRinitTCRC 


Skilled Unskilled 


Yeais 

Percentage Change 
Nominal Wage 

Percentage Change 
Real Wage' 

Percentage Change Percentage Change 
Nominal Wage Real Wage 

Pre reform 

94 

1.3 

11 8 3.3 

1986-87 to 




1990-91 




Post reform 

12 1 

-1 6 

I.LK +0.1 


1990-91 to 
1992-9.'^ 


Situnr' Agriciiitural labour Repon 
'‘Agriculture ycur July-Junc. 

''Deflated by price index of agriculture labour 


Tabll I‘ STkumiRAi. Adiiistmkni Polihls 


Type of Policy 

Macro-Economic 1 nsirument.s 

Sectoral (Agriculiurai Instruments) 

Pricing pt)licy 

Exchange rale 

Wage rate 

Interest rale 

(Administered) output pnees 
Wage rate 

Irrigation charges 

Agricultural interest rate 

Fiscal policy 

Subsidies 

Tax laics 

Public expenditure 
(inci public investment) 

Subsidies 

Tux rates 

Public expenditure 
(incI public investment) 

Monetary policy 

Money supply targets 

Interest rale 

Credit allocation 

fargeis lor agricultural credits 
Agriculiurai intere.si rale 

Trade policy 

Tanffs and quotas 

Export subsidies 

Tanlls and quotas 

Export subsidies 

Institutional reform 

Monetary inanagcineni rules 
Management of parastatnls 
Divestiture ot public 
enterprises 

Maikeling board reform 
Reduction of iniennedialion 
costs in agricultural banks 
Improved agricultural research 

Land policy* 

Cadastral surveys 

Land taxes 

Zoning 

Cadastral surveys 

Land taxes 
l^nd tilling 


Sale policy on public land 
Consolidation ot scattered 
parcet.s 


Note. * As u pre-requisite to land reforms, emphasis is being given to broadening of the legal 
framework upphcubic lo fi) consolidation and prevention of land fragmentation; 
(ii) expropriation and land iruiisfers; (in) privatisation of collective land included in 
consolidation schemes, and (iv) land leases (duration, suspension, registration, etc). 
Source. Adapted from NofIdo (I9H7) 


Tabli 2 Offk iai Povlkiy E^iimates (CSO Mi iiiodi* 


Statu.s 

Rural Urban Total 

Poor as P(H»r as Poor as 

Percentage Percentage Perccniuge 

Rural 

Ab.solule.s 

(Million) 

Urban 

Absolutes 

(Million) 

Total 

Absolutes 

(Million) 

Implicit Price 
ITeflator Per 
Annum 

Rural 

Ui'ban 

1977-78 

51 20, 

^8.20 

48..30 

2.52 9 

53.9 

306 8 



1983 

40.40 

28.10 

37.50 

222 1 

48 7 

270.8 

8.6 

H.6 

1987-88 

M M) 

20.10 

29.9() 

197.6 

39.5 

2.37.1 

67 

6.7 

1989-90 

21.7 

14 3 

19.8 

n.3.1 

29.K 

162.9 

8.0 

8 0 

1990-91 

20.6 

11.5 

18 3 

128 6 

24.7 

153.3 

10.1 

10 1 

1992 

22.4 

12.7 

19.9 

144.3 

28.7 

173 1 

13.6 

13.6 


Note: * Method used by Planning Commission for c.stimating ptwerly in the Sixth and Seventh 
Plan. Now it is discontinued. 

Source: Planning Commi.ssion esiimates using overall adjustment factor and old senes NAS. 
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gone up the net pfocureanent during this 
period has not increased. This suggests that 
the market prices of paddy and wheat 
increased along with the increase in the 
procurement prices (Tables 32 and 34). In 
1992, the consumer price index (CPI) of 
rice and whole wheat and atta rose by 1 S.3 
per cent, 16.8 per cent and 8,7 per cent 
against the general CPI increase by 8.4 per 
cent. This price rise is believed to have 
been triggered by the rise in the procurement 
price above 16 per cent for rice and more 
than 18 per cent for wheat. This rise has 
been further fuelled by an increase in rice 
stock by 22 per cent, thereby reducing 
market supply, although there was a fait in 
offtake by 6.1 per cent. This stock offtake 
could not therefore help in reducing the 
market price of foodgrains (Table 35) 


Suggesting a failure in one of the mi^or 
objectives of the scheme. 

The fertiliser subsidy in India has become 
a major fiscal burden - amounting to 1 per 
cent of GDP in 1990-91. This subsidy 
consisted of two major components: a subsidy 
to farmers, and a subsidy to the fertiliser 
industry and its suppliers. Recent measures 
include a 40 per cent increase in the controlled 
price of fertilisers in July 1990-91. This 
subsequently was scaled down to 30 per cent 
and Rs 405 crorc were provided to the stales 
to enable them to continue subsidising small 
and marginal farmers at the old rate. The 
prices of phosphatic and potassic fertilisers 
were decontrolled in August 1992, based on 
the recommendations of a Parliamentary 
Committee. The pnee of urea, on the other 
hand, was reduced by 10 per cent. The 


retention pricing system was abolished for 
phosphatic fertiliser producers, but was 
continued for urea plants. Subsequently, the 
central government provided Rs 340 crore 
to enable the states to subsidise phosphatic 
and potassic fertilisers at the raieofRs 1,0(X) 
per tonne. But by netting all pluse.s and 
minuses, we get a significant decline in the 
fertiliser subsidy.^ This has affected the 
'surplus* of the farmers, resulting in a loss 
in income and often reduction in fertiliser 
use and fall in production. Betides the failure 
to reduce the subsidy on domestic urea has 
distorted relative prices. The prices of 
phosphatic and potassic fertilisers have 
moved clo.se to world prices, while the 
domestic price of urea remained only about 
halfoftheci f price. Predictably, the demand 
for non-nitrogenous fertilisers has declined, 
whereas that for urea has increased 
significantly. The long-run implications of 
overuse of nitrogen may be serious. 

The maximum power tariff in rural areas 
in India is 50 paisc per kwh. compared to 
the long-run marginal cost of over 150 paisc 
per kwh. Some .states have a zero user charge 


Table S. Total Private Consumption 

(Ks ( rare) 


Year 

Curreni 

Pnees 

(NAS) 

1980-81 

Pnees 

Rule of 
Inflation 

1987-88 

224061 

135120 


1989-90 

29()()72 

149738 

169 

1990-91 

331896 

15.5641 

10.1 

1991-92 

383835 

158428 

13 6 

1992-93 

424555 

160.392 

9.3 

1993-94 

479586 

166833 

8.7 

Source: NAS. 1994 



Table b 

Pr - 

» - - " *.— 

. r>e*r\ 


Consumption Dem^ator) 



(Rs per vaiuia per numth) 


Rural Urban 

Adjustment 




Factor 

1987-88 


131.8 152.1 

1.22 

1988-89 


142.5 164.5 

I..33 

1989-90 


153 9 177 7 

1,34 

1990-91 


169.5 195.6 

1,39 

1991 (July-Dee) 

192.6 222.2 

1.32 

1992-93 (Jon-Dec) 

240.0 

1.43 


Poverty Line 



(Adjusted iv CPI) 




CPl-AG 

CPI-IW-E 



LAB CPIUNM EMP. 



Rural 

Urban 

1987-88 


H5.4 

165.6 

1988-89 


128.6 

178.7 

1989-90 


133.6 

189.9 

1990-91 


148.4 

215.3 

1991 (JuJy-Dec) 

179.3 

244.0 

1992-93 (Jan-Dee) 

187.1 

255.2 


NB: 1973-74 Poverty lines of Phmning Commis¬ 
sion R$ 49.09 in rural and Rs 56.64 in ufban 
have been odiiisted by dtifeient deflatjors. 


Table 3. Revised Poverty Estimates (NSSO Method)* 
(1970-71 and 1992) 


Status 

Rural 

Urban 

Total 

Rural 

Urban 

Total 

Implicit Price 


Poor as 

Poor a.s 

Poor as 

Ab-solutes Absolutes 

Ahsolute.s 

l>eflator Per 

Percentage Percentage Percentage 

(Million) 

(MUlion) 

(Million) 

Annum 








Rural 

Urban 

Pull sample 









1970-71 

(June-July) 

57.3 

45.9 

55.1 

251.7 

50.1 

.301,8 



1983 

(Jun-Dec) 

49.0 

.38.3 

46.5 

263.3 

66.0 

333.3 

8.3 

8.4 

1984-85 

(June-July) 

44.9 

36.5 

42.7 

261.5 

75.0 

336.4 

7 1 

9.2 

I987-88** 

(June-July) 

39 1 

40.1 

39.3 

231.4 

78,7 

310.1 

6.6 

9 0 

Thin sample 









1989-90** 

(June-July) 

33 7 

36.0 

34.3 

206.7 

75 1 

281.8 

7 6 

7 0 

1990-91** 

(June-July) 

35.0 

37.0 

35 5 

218.4 

79 5 

297.9 

11 1 

13.8 

1992** 

(Jan-Dec) 

41 7 

37.8 

40.7 

269.0 

85.8 

354.8 

12.3 

89 


Noie^ * Ba.scd on 'Declining Incidence of Poverty in the 1990s* by B S Minos and others. EPW 
July 1991 and 'Poverty in India . 1970-71 to 1988-89.'by Suresh D Tendulkar and others. 
ILO. Dccernher 1993. 


** Estimaic.s based on all India sir.c distribution of PCTE and 1973-74 poverty line 
adjusted by CPIAL for rural and combined index of CPIW and CPINM for urban 
areas, vince 1987-88 

Table 4. DBCiLE-WtSE Share of Consumption 


-Runtl_Vitem 



1987- 

88 

1988- 

89 

1989- 

90 

1990- 

91 

1991 

(July- 

Dee) 

1992 

(Jan- 

Dec) 

1987- 

88 

1988- 

89 

1989- 

90 

1990- 

91 

1991 

(July- 

Dcc) 

1992 

(Jan- 

Dec) 

0-10 

4 00 

4 09 

4.12 

4.15 

4-16 

4.05 

3.38 

3.45 

3.42 

3.38 

3.25 

3.30 

10-20 

5.33 

5.40 

5.52 

5 43 

5.62 

5.33 

4.58 

4.65 

4.55 

4.76 

4.35 

4.58 

20-30 

6.24 

6.22 

6.36 

6.38 

601 

6.22 

5.37 

5.53 

5.43 

5.60 

5.29 

5.37 


15.57 

1571 

I6.(X) 

15.96 

15 79 

15.60 

13.33 

13.63 

13.40 

13.74 

12.89 

13.17 

30-40 

6.94 

6 99 

7.15 

7.39 

7.04 

7.00 

6.12 

6.42 

6.32 

6.42 

6.01 

6 16 

40-50 

7.75 

7,82 

7.87 

8.22 

8.10 

7.95 

7.11 

7.38 

7.18 

7.29 

7.09 

7.09 

50-60 

8.77 

8.72 

8.97 

9,04 

8.64 

9.08 

8.25 

8.49 

8.21 

8.62 

7.98 

8.56 

60-70 

9,83 

10.14 

10.42 

10.15 

10.16 

9.89 

9,58 

9,96 

9.47 

10.08 

8.99 

9.89 


33.29 

33.67 

34,42 

34.80 

33.94 

33.92 

31.06 

32.25 

31.08 

32.41 

.30.07 

31.70 

70-80 

11.63 

U.5.5 

12.29 

12.05 

10.84 

11.59 

11.58 

11.79 

IL53 

11.89 

11.41 

11.42 

80-90 

14.23 

1426 

14.24 

14.62 

13.39 

14.63 

1.5.11 

15.19 

14.56 

14.95 

13.96 

I5..52 

90.100 

2528 

24.81 

2.T05 

22.57 

26.04 

2426 

28.92 

27.14 

29 33 

27.01 

31.67 

28.19 


51.14 

50.62 

49.58 

49.24 

5027 

50.48 

55,61 

54.12 

55 42 

53.85 

57.04 

55.15 


Source- Consumer Efpemliturr and Empkiyment Survey, NSS, 1992. 
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foi: power. Ute .<^b»idjes aro not 

^asiaiAable HnancialJy and a phased 
elimination is necessary. Butagatn any action 
oilit this is likely to affect agricultural 
production further, unless compensated by 
improvement in technology and management 
and executing the reduction selectively by 
protecting the poor farmers. Besides, in the 
agricultural sector there are still several 
regulations and practices which continue 
to hamper the efficient functioning of 
domestic markets and production. These 
comprise of octroi charges, levy prices for 
items such as rice and sugar, production 
controls and other constraints imposed by 
public sector monopolies, and disincentives 
of different kinds to private investment in 
agro-processing and marketing. Regarding 
the role of PDS in subsidising the poor, its 
offtake declined over this period primarily 
because the rise in PDS issue price was as 
high or even higher than the rise in CPI 
(Table 33) 

It IS feared that because of higher fertiliser 
prices, the consumption of fertiliser went 
down in many states as revealed by a 
specific survey conducted by Gaiha. It has 
been found that the fertiliser consumption 
per hectare in Andhra Pradesh and in 
Maharashtra ;^ent down during the structural 
adjustment period. (Tabic 9). Over the same 
peruul the loodgrain production also went 
down significantly con.scqucntly aggravating 
the poverty, measured by the head count 
from 59.5 62 percent in Maharashtra and 

62.8 to 66.6 per cent in Karnataka. But, the 
poverty threshold assumed in this study 
seems to be much different from the 
assumptions used in the official Planning 
Commission document. In this study 
[Gaiha 1994] the assured poverty threshold 
has been Rs 180 per capita per aimum (at 
1960-61 prices). Another measurement of 
poverty that has been used by Gaiha is the 
share of food expenditure in household 
income. Here it is observed that the share 
of food to total expenditure has gone up both 
in Maharashtra and Karnataka, suggesting 
an improvisation in iheircon.sumption levels. 

The above analysis is however 
handicapped by the fact that these results 
pertain to as early as in 1992. To make the 
assessment for future impact, some recent 
data on broad macro-economic indicators 
(CSO quick estimates) are now available up 
to 1993-94. The estimated average 
agricultural growth over these two years was 
not unsatisfactory. More disquieting 
feature at the macro level was the heavy 
decline in investment growth especially in 
the agriculture, both in the private and 
public sectors, a fall in the household saving 
and a heavy decline in spending on some 
of the poverty alleviation programmes. For 
1993-94, these disquieting features have 
aggravated, e g the increase in the market 
price of food and its procurement price were 
seen to accelerate. The growth rate of GDP 


tm£ 1’ Impact OF StkirrtwAL Adjuiitment on AcmimcTuaF/RiAAi. Sector in India 


Indicator Cmmant Time Time^ D First Order Stuiiple fVTtod 

Auto- 

✓ Correlation 

Coefficient# 


Production 

Agricultural GDP 10 584 
at Factor Cost (31?..078) 
(1980-81 prices) 

Capital Fonnaiion 
Gro.ss Fixed Capital 3.230 
Formation in Agn- (85 598) 
culture (private 
sector) (Both in 
Rs crorc at 1980-81 pnees) 
Other Indicators 
Domestic Terms of Trade 
(Industry/Agri- 4.587 

culture) ' (95.2) 


0.012* 0(K)l* -^).045 

(1.074) (2.235) (-0.908) 


0.()79** -0.003 0.128** 0.503* 
(2 795) (-1.7.53) (0 884) 


-0.318" 0.293" -0.110" 
(-1484) (1.420) (-1.729) 


0.941 


0 871 


0.185 


1970-92 Dummy's 

1991- 92 and 

1992- 93 


1970-91 


1970-91 


Notex: All rcgrcssiun.s were run with the indicators in natural logarithmic form. D is a dummy variable 
that lakes the value 1 for 1991 and 1992. and 0 otherwise. Figures in parentheses are I-values. 

* Denotes significance at the 5 per cent level 
** Denotes significance at the 10 per cent level. 

+ Denotes weak significance (at the 20 per cent level) 

# Included if u Durbin-Watson lest indicated such correlation 
Saun%, Kaghav Gahin Report to FAC) (1994) 


TABLt 8: Impaci op Structural Adju.stmkni on Fckid 
Production. Distribution and Pricls in India 


Indicator 

Constant 

Time 

Time* 

D 

First Order 
Auto¬ 
correlation 
Coefficient# 

R- 

Sample 

Penod 

Production, Procurement and Availability 





Foodgrain 

11.777 

().(K)9 

().(K)2 

-0 082 


0 770 

1980-92 

production 

(193.432) 

(0 410) 

(0 882) 

(-1.00) 



Dummy 

((XK) tonnes) 







1991-92 and 








1992-93 

Net procurement 

2.494 

0 055 

-0 002 

-0.226 


0.527 

1980-93 

of foodgrains 

(16.153) 

(1**!54) 

(-0.056) 

(-1 475) 



Dummy 

(million tonnes) 







1991-92 and 








1992-93 

Public distnhuUon 

2.535 

DAm* 

-0.004* 

0 21.5* 


0.554 

1980-93 

of i(K)dgrains 

(29.902) 

(2517) 

(-2 119) 

(2 5.56) 



Dummy 

(million tonnes) 

. 



\ 



1991-92 and 








1992-93 

Pnees 








Wholesale food 

4.679 

0.022 

0(K)4 

0 077 


0.986 

1982-92 

price index 

(124.108) 

(1 321) 

(2 491) 

(1 542) 



Dummy 

(1981-82= 100) 







1991-92 and 








1992-93 

Procurement price 

3.872 

0 071* 

-0 001 

0.156* 


0.984 

1970-72 

of paddy (Rs per 

(89.694) 

(7 789) 

(-0 538) 

(2 460) 



Dummy 

quintal) 







1991-92 and 








1992-93 

Procureineni pnee 

4 292 

0.055* 

-0.(X)1 

0.284* 


0.969 

1970-92 

of wheat (Rs per 

(87.589) 


(5.367) 

(-0 458) (3 941) 


Dummy 

qyintal) 







1991-92 and 








1992-93 

Wholesale pnee 

4.437 

0 130* 

-0.003* 

0.403* 


0.878 

1970-92 

index of 

(42.987) 

(6 045) 

(-3.677) 

(2.6.54) 



Dummy 

fertilLscr 







1991-92 and 

(1970-71 «= 100) 







1992-93 

Consumer price for 

2.356 

0.023 

0.0 

0.023 

0.558* 

0 969 

1969-92 

agricultural 

(2.226) 

(1.264) 


(0.292) 

(2.708) 


Dummy 

labourers (1960- 







1991-92 and 

61= 100) 







1992-93 


Notes: All regressions were run with the indicators in natural logarithmic form. D is a dummy 
variable that takes (he value 1 for 1991 and 1992, and 0otherwi.se. Figures in parentheses 
are i-values. 

* Denotes significance at the 5 per cent level. 

** l!)enotes significance at the 10 per cent level. 

Denotes weak significance (at the 20 per cent level). 

# Included if a Durbin-Watson test indicated such correlation. 

Source: Raghav Gohia; Report to FAO (1994) 
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^ constant market price h seen lo tfecHne 
further in 1993^94. All this suggests that the 
picture on poverty and consumption 
distribution may not show a signiricant 
improvement in 1993 N$S full sample. But 
on the positive side, ^r 1994-95 the advance 
estimate of CSO gives a growth rate of 5.4 
of GNP at factor co.si. Also many of the 
central government's poverty alleviation 
programmes and social expenditures 
generally are showing sign of recovery. But 
at the state level no sign of improveineni 
until now is visible. 

Effects on EwFuiYMBm 

Lastly in identifying any country s social 
cost of structural adjustment, one ot the 
m^jor costs appears as loss of jobs resulting 
in higher unemployment especially in its 
early contractionary phase Analysis ol 
employment and unemployment in India is 
seriously handicapped by an ulmosi absence 
of any comprehensive weekly, monthly, 
quarterly or even annual data on employment 
and unemployment. The National Sample 
Survey has started estimating employment 
and unemployment for the whole country 
on an annual basis since 1989-90. The other 
major source is the decennial census. But 
the reference pcriiKl, concepts, detinitions 
vary from one source to another. 

While the labour force has continued to 
grow in absolute numbers, the rate ol 
growth showed a marked decline in the 
l9H()s. The annual growth rale fell from 2.5 
percent or more during the I97()s and early 
WHOs to 1.4 per cent between 1983 and 
I987-8K. The decline in growth ol the labour 
force (despite a more or less constant rate 
of growth of population) is aitributuhlc 
mainly to a full in the labour lorce 
participation rate. 

In the wake of the present economic crisis. 
India introduced a programme ot thonmgh 
going reforms in 199()'-9I ranging Irom 
short-term stabilisation measures to longer 
term stmetura) adjustment measures. What 
are the effects of these developments on 
employment? Employment growth in 
agriculture is unlikely to have been affected 
much as fortunately the absence of drought 
has made possible a sequence of good 
harvests throughout the stabilisation pcnml. 
But from recent NSS founds some 
deterioration since 1990-91 is noticeable. 
On the basts of usual status, there is a 
declining trend in the unemployment rate 
between 1977-78 and 1990-91 for males and 
females both in rural and urban .sectors 
(Table 18). Bui between 1990-91 and 1992 
an increase is observed in all cases. On the 
basis of the current weekly status however 
u mixed result is observed. For example for 
males some impmvaneni in urban areas, hut 
none in rural areas is noticed; whereas for 
females there ail improvement in the rural 
area althtnigh a ^eteiaoratinn in the urban. 


Hius. in gqnarat. there Is the indication lhai 
rural unomployniem has increased since 
1990-91. This should he assessed against the 
trend of a declining rate of unemployment 
since 1977-78. in my opinion, it corroborates 
with NSS poverty results. 

Referring u> 1'abfc 19, wc notice that 
over the same period the percentages of 
.secondary and territory cmpluyincni in the 
rural sector declined. Whenever there is u 
lack of activity, rural labour mostly move 
lo agriculture. This again in some sense 
corroborates our earlier findings that under¬ 
employment might have increased in 
agriculture. The same tabic shows that in 
urban sector more aclivities have been 
generated tor secondary and territory sectors. 
Again Ihi.s conforms a comparalivcly better 
poverty picture in the urban sccior. Does this 
mean that recent reform is bypassing Ihc 
rural sector? It is interesting lo note that 
alino.si over the same period casual labour 
IS increasing and more so in the urban sector 


(table 20). In terms of healthy emplbymem 
this again does not seen) to he a good 
Employment tn the organised industrial 
sector may not have been affected very much 
given the inflexibility of employment tn a 
large segment of the sector, hut certainly has 
not grown ,sincc output has stagnated. 

As we can .see ^frorn Table B, the 
employment growth of the organised sector, 
in the post reform period, remained almost 
stagnant (with a marginal decline from 1.6 
per cent to 1.3 per cent per annum). This 
happened because when the public sector 
employment declined, it has been partly 
compensated by higher private sector 
employment. 

Jn general therefore, it is feared that it is 
the rural non-agricultural and urban informal 
employment which has suffered the greatest 
burden. It is well known that growing public 
expenditure was in the past mainly 
rcsponsihlc for rapid employment growth 
in the rural non-agricultural sector in the 


Table B. Emplovmi ni Inc hlasi- in riih Ohc.anisei> Sei'piw 


(/;i /nk/fM 


Years 

lncrea.se 

111 no 

Public 

Perccniugc 

change 

Percentage 
change 
[)rc and 
post reform 

lncreu.se 

m no 

Pnvaic 

Percentage 

change 

Percentage 
change 
pre and 
post reform 

Total 

Percentage 

change 

811 


1 

) 

I 


) 

) 

82) 

9 73 

13 1 

1 

}l .57 

I \ 

} 

I 

HM 


} 

I 

} 


} 

I 

84 

4.12 

2.5 

1 

-2 6 

-2.7 

) 

I 

85 

4 01 

24 

122 

-0 37 

-0.5 

|0 3 

1I6 

86 

4 14 

2,4 

1 

II6S 

-0 I 

I 

I 

87 

3 40 

1.9 

} 

-O.l 

40 8 

I 

I 

88 

2 96 

1.6 

) 

0 28 

0 4 

I 

I 

89 

1.23 

0 7 

1 

0.6I 

2.2 

I 

I 

90 

3.28 

I 7 


1.29 

I 7 



91 

2 85 

1 6 

II 2 

0 95 

I 3 

|l.^ 

II 3 

92 

1.53 

OK 

1 

2 69 

2.6 

) 

. I 

Soitn c 

HiinumtH 

Sur\c\, 1995-^6 





Tabu 9: Imi'aj \ dv Siitut 

MtlKAl AimiSI1WU-.Nr on Fi'KIIUSI-K CoNSUMHIUN at SlAVI. 

LEVhl 

Indicator 

Con.slant 

Time Time- D 

First Order 
AuiO' 

Corrclalion 

Cocfficictil# 

R- .Sample Period 

Fenilisct 

t.7.37 

0 070* 0.1K)2 --0.23H* 


OKWI 

l')7<)-92 


consuiiipiion per (10 152) (Ib25i lO (-1 423) 
hectare in 
Andhra Pradesh 
(kg) 

Fertiliser 

consumption per (2S,403) 
hectare in 
Maharashtra (kg) 

Fortilisci 

consumption per (1.036) -(0.056) -(0(K)5) 

hectare tn Karnataka 

(kg) 

A/ff/tx All regressions were nm with the indicalors in natural logarithmic fmii I) is a dummy variable 
ihai lakes thi* value I for 1991 and 1992. and 0 otherwise. Figures in paienihescs are t-volues. 

* l>cmHes .significance at the 5 per cent level. 

* * Denotes significance at the 10 per cent level. 

* Not included .since a Duihin-Watson lest did not indicaic such coitelatton 


3.051 


0 016 OOlXi-* -0.365* 
(O.W)| il 91S^(-2 253) 


3,345 OOKH* -0(H)| -0 085 


0 907 1979-92 


0,880 1979-92 


I3(K) 


Economk 'a^'' - 



19^6$: In a^udy 4^ Siktif^oMufUile (J993) 
m ihe employment cRectK of siahiUsation 
an attempt haa been made U) project the 
medium term impact of the atabilisation 
programme on open unemployment with 
the help of NSS survey results. Table 22 
provides the picture of unemployment. In 
order to project the labour supply, (he 
1987-88 NSS estimate of usual status 
labour force participation rate (LFPR) of 
42.16 per cent has been applied to the 
estimates of population for the years 
1991 -92 to 1993-94. The population growth 
estimate of 2.11 per cent per annum is based 
on the 1991 census results. The estimation 
of the demand (or labour has been based on 
the employment clu.sticity ot output which 
in turn is calculated by comparing rates ot 
growth of usual status employment and real 
output between different NSS survey years. 
An elasticity of 0.34 observed under NSSO 
rounds for the period 1983-84 to 1987-88 
has been applied lo the relevant rates of 
output growth to compute the corresponding 
I ales of employment growth in ditfcreni 
years. The difference between labour supply 
and independently estimated labour demand 
yields the estimate ot open unemployment. 
The unempioymem rate in this exercise 
.shows a*rise to around 6 per cent next year 
and climb towards 7 per ccni in 1993-94. 
in absolute terms the additional unemploy¬ 
ment created on account ol siubili.sation 
would amount to about 10 million persons 
out of a total unemployment pool of around 
25 million persons. According to the same 
study, much of the reduction in employment 
attributable to stabilisation is likely to occur 
m the unorguni.sed segment nl non- 
ugricultural economic activities or the 
informal non-agricultural sector. Looking 
back, wc find, the growth c.slimaics of 
Mandal's study to be significantly different 
Irom actual. But the overall growth over this 
period has worked oui to be very clo.se. 
Accordingly the unemployment e.siimalcs 
of this study may be suffering from some 
upward bias. The prospects of growth lor 
1994-95. however, are much belter. 

Finally, the income and consumption ot 
individuals and groups al.so get affected by 
the government’s credit policy. The central 
government 4)ttcn used target oriented credit 
policies directed towards specific sectors or 
income classe.s. Since the initiation of reform 
from 1990-91. the total disbursement of 
agricultural credit sector has gone up from 
5.1 percent between 1985-86and 1990-91 
to around 15.5 per cxint between 1990-91 
and 1993-94. This proves that credit support 
to the agricultural sector has increased 
significantly .since the pre.senl reform has 
been initiated. As mo.st of the poverty lies 
in the agncultural .sector, this is definitely 
a healthy sign. The credit co-operative 
societies increased (heir agricultural credit 
significantly from 0.5 per cent per annum 


to 29 per cent per aimum between 1983-^ 
and 1993. This indeed is a big jump but the 
rural credit by commercial and regional rural 
hanks in contrast showed u marginal decline. 

PliRFORMANti: Or- SMAlJ.-S<'Al.r: iNIMiSTRY 

Another macro policy area when; the ptKir 
and low income strata arc affected i.s the 
small-scale industry sector. A scptiratc policy 
for .small scale and tiny .sector has been 
announced by the Indian government for the 
first lime on August 6. 1991 in tunc with 
the overall policy ot economic liberalisation. 

This policy stuicment widened the 
inve.stmcnt limit for the tiny sector, removed 
Its IcKarional rcsinctions and recognised 
business and industry ielated services us 
small-scale units at par with the tiny units. 
The scope and definition of women 
entrepreneurs have also been widened. The 
Committee for Approval of Electronic iiems 
has been disbanded and restriction on 
manufacture ol items earlier banned in ihc 
.small scale (SSI) sector has been removed 
Stale governments have been asked to recti fy 
procedures and issue detailed guidelines on 
simplification of regi.struiioii ol SSI units. 
SSI units which employ le.ssihan 50 workers 
with power and 1(X) workers without power 
have been exempted from licensing. The 
Interest on Delayed Payments to Small Scale. 
Ancillary Industrial Undertaking' law has 
been enacted provisioning for (x:nul interest 
fur delayed payments to SSI units against 
the receivables. Twenty four per cent equity 
participation in ihc SSI scemr by other 
iiidu.sirial undenakings have been allowed. 


Other administrative reforms include 
simplification of procedure.^, environment 
clearance and .streamlining of inspection. 

The NCAER (1993) has expressed the 
view that cicliccnsing and deregulation cit 
lorge-.scalc indu.stries and reduction of tmpon 
duty may adversely affect Ihe small-scale 
indusiric.v. It mentions a study by the World 
Bank (1991) of five countries viz, Pakistan. 
Sn Lanka. Indonesia. Ecuadoran^ Mexico. 
The study reviewed the impact of 
deregulation and trade liberalisation and did 
not find the impact on the small and medium 
.scale indii.strics in thc.se countries viable. 
The process ot adaptation and competition 
with the domestic and foreign fmns has 
proved much more disruptive tor .small and 
medium industries largc-.scalc 

industries. 

The EDI (1993) .surveyed the impact of 
reform on small-scale industry and found 
that competition had grown hecau.se of: (a) 
the general recession which adversely 
affected industry during 1991-92: (b) The 
cut in budgetary support to public sector and 
liberalised imixiri ot capital gmids which 


Taiiu- 12 CoMi>AKAMvi Growtii Raii^s f»l- 
.SmaII .S(’AI.K .Ski-IOR AM) iNmiSTklAI .SfcCTOR 

(Per C'cno 



Industry 

.SSI 

l9Ky-M0 

80 

11.7 

1990-91 

8.3 

K.6 

1991-92 

0 6 

3.1 

1992-93 

2 3 

5.6 

199^ 94 

4 1 

7.1 


Soiinr' Mini.siry of Industry 


Tahi.! 10. Pi-KHiKMANCr. or Smai.i S(’ai.i Sw'roR in 
Pki- ani> Post-Rlkorm PlrioI) 


N<» of Units 
(In Lakh) 


Prodiiciion ai 
Currcni Prices 
(Rs Cr<»rel 


Employ II leni 
(fn Lakh) 


Exporis 
(ks Crorc) 


I9tt7-«K 

15.83 

K73(X) 

I()7.(K) ] 


4372 %' 


I9KK-HS> 

17.12 

l(K>4(K) 

II3.(H) 


‘)4H9 (>3 

30 per cent 

1989-90 

IK 23 

132320 

119 60 

5 4 per ccni 

7629 24 


19,48 

155340 

125.30 ; 

9664 15 j 


1991-92 

20.82 

178699 

129 80 


13883.40 


1992-93 

22.35 

20‘n(X) 

1.34(8) 

3 6 per cent 

17784 82 

35 4 per ceni 

199.3 94(H) 

23 84 

236525 

139 38 

24(MK)(H) 


Note (P) = ProviMonul 
Siwne. IK'S.Sl 


Tabu-. 11 ■ Tiikiiii-Yi ari s Avcraoi- or Prk-Rei-orm and Posi-Ki^orm PrkHJMMANri 
Indk'aiors 01- .Smau. Scali .Sutor* 



No of Units 
(In t^kh) 

Production at 
Current Pnccs 
(R.s Crorc) 

Eiiiployincnt 
(tin Lakh) 

Exports 
(Rs Crorc) 

Avcfugc of 

1987-88 lo 1989-90 

17.06 

10867.3 

113.00 

383().(M) 

1990-91 

19.48 

155340 

125 30 

96(>4,I5 

(Year of reform) 
Average ot 

1991-92 Ui 1993-94 

22..34 

208175 

134.41 

IK3S6 (X) 


Note: * Computations tmin Table 10. 
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a^verscty aiTcctcd the large-scale sector and 
the demand for products of SSI units and 
ancillancs t rom the hig units. The devaluation 
Of the rupee has also made imports awtiy 
leading to increase in the cost ot priKluclion, 
making them iniernaiionally less 
competitive. Increased competition has 
reduced the level of sustainable profit margin 
of quite a few small units. 

The respondents felt ihai during the post- 
reform period ithccamcincrcasinglyddficuli 
for small and tiny cnireprencuis to get 
adequate and timely credit. Bunk officials 
reportedly mentioned that after the banking 
reforms the banks become more market 
driven and went after the objective of 
maximisation of surplus. They preferred 
relatively bigger units to meet the priority 
sector quota si nee t he cost of se rv ici ng wou Id 
he less. Because of the high rate of interest, 
the smaller among the small was f inding it 
difficult U) service the debt. The default rate 
accordingly went up. 

A comparison between pre-reform and 
post-reform performance of the SSI sector 
conducted by M Bhattacharyu cun only give 
some indication about the impact of 
liberalisation on small-scale sector Since 
the number of observations for the post- 
reform pcriiKl being very few. a statistically 
meaningful compari.scn between the pre- 
reform and post-reform trend values were 
not possible. Table 10 brings out how various 
performance indicators behaved during the 
period 1987-8tlio 1993-94. Table 11 shows 
the pre-reform and post-reform three years 
average of the performance indicators shown 
in Table 10. 

Tables 10 and 11 show that there has been 
almost no decline in the performance of the 
SSI sector in the post-reform period. This 
performance has been achieved even when 
the industrial sectoral a whole was witnessing 
a deceleration in the rate of growth. The 
comparative growth figures are shown in the 
Table 12. 

The same table shows that the process of 
recovery in Industry and in SSI in particular 
started from 1992-93. The rate of growth for 
the industrial sector as a whole has registered 
a growth ofT.H per cent in April-Junc 1994. 
The capital goods sector which was 
languishing has shown signs of recovery and 
registered a growth of 18.3 per cent during 
the first quarter of 1994-95. The rale of 
growth figure for SSI sector for this quarter 
is not available. However, with the recovery 
of the industrial sector, it is expected that 
this sector will also hencfit through the 
linkages. 

The demand for credit from the SSI .sector 
is more than the supply. The Nayak 
Committee exatnined the credit need of the 
SSI sector and stipulated a norm of 20 per 
cent of the iMinual turnover to be provided 
by way of tvorking capital. Going by this 
norm, there exi.sts a huge credit gap in this 


sector. Looking at the supply of credit tVtic 
does not find any indicatimrof fallingdcmutid 
fof credit f rom the SSI sector as apprehended 
in the EDI study. Table 24 presents credit 
to SSI sector trom the public sector banks. 

Mic ro Impacts 

Apart from the macro policy impact, 
there are other policy implications lor 
poverty which come from the direct micro 
policies implemented by the government. 
Indeed there arc .several specific target 
oriented poverty alleviation programmes 
which are initiated by the centre and mostly 
executed jointly with the states on the basis 
of 80:20 financing. The centrally-sponsored 
programmes are the Integrated Rural 
Development Programme (IRDP), TRYSEM, 
Development of Women and Children in 
Rural Areas (DWCRA), the National Rural 
Employment Programme (NREP), the Rural 
Landless Employment Guarantee 
Programme (RLEGF), Jawahar Rozgar 
Yojana(JRY) and the Employment 
Assurance Scheme (EAS>. Table 13 gives 
the financial and physical progress under 
IRDP before and after the reform period. It 
IS dear that the expenditure on IRDP has 
gone down from 1990-91 to 1991 -92 and 
1992-93. It fell from Rs 744.3 crore in 
1990-91 to Rs 666.2 crore in 1992-93: The 
latter year corresponds to our latest NSS 


.survey bf 1992. it shqws a iieciine around 
5 per cent per annum in nominal term and 
by more than 15 per cent per annum in real 
terms from 1990-91. This resulted inadecline 
in the number of families assisted by 2? per 
cent per annum over lhi.s period. The 
expenditure in 1993-94 however witnessed 
an improvement by more than 35 per cent 
in nominal terms, although much le.ss than 
the Plan target. But the data for 1994-95 
(up to November 1994) docs not show any 
further improvement, Over the first eight 
months, families actually assisted went down 
by 9 to 10 limes. A recent concurrent 

Tabit 15' CbNTRAt. Government Pcan 
Outlay on Educaiion 


Actual Constant Prices 
(Rs Million) 1980/81 

(Rs Million) 
Index 


1989-90 

6485 

3194 

100 

1990-91 

6772 

3010 

94.2 

1991-92 

7454 

2923 

91.5 

1992-93 

8412 

2983 

93 4 

1993-94 

11069 

- 


1994-95 (B E) 

13176 

- 

- 


Note ■ Actual values are deflated with thi' GDP 
IX^nuiorlhc senes on the GDP Deflator is 
only available up to 1992*93 B E stands 
for budget estimate 

Source Expenditure Budget, diffeicnt years 


Tabli: 13: Pkor.Ki ss on IRDP over Sixth and Sfvi nth Pi an 


Period Allocutions Expenditure Families to Families 

(Rs Crore) (Rs Crore) Be Assisted Assisted 

(Lakh Nos) (Lakh Nos) 


Sixth Plan 


1766 81 

1661 17 

150.01 

165 6 

Seventh Plan 


3(HK) 27 

3315.82 

160 35 

I8L7 

Annual Plans 






1990-91 


747.31 

809.49 

23.71 

28.9 

1991-92 


703 61 

773 09 

22.52 

25 3 

Eighth Plan 






1992-93 


666 22 

693.08 

18.75 

20.7 

1993-94 


1093 43 

955.91 

25 73 

25 4 

1994-95 


1098.22 

170 57 

21.15 

99 

(Up to November ’94) 





Total 


9075 87 

8379 13 

422 22 

457.5 

Source ‘ Planning Comini.ssijon (I994j 






Tabu 14* PRiKiRts.s on Tkysem 



Period Plan 

No of Youth 

No of Youth 

No of Youth 

No of Youth 

Total 


10 be Trained 

1 Trained 

Self-Employed 

Employed 


Sixth Plan 

1009440 

1014695 

478396 

102097 

58(H9.3 

Seventh Plan 

NA 

9'9796() 

464036 

1310% 

595132 

Annual Plans 






1990-91 

425314 

236177 

123785 

4149.3 

165278 

1991-92 

42.5314 

307044 

119959 

, 474.59 

167418 

Eighth Plan 






1992-93 

.3()(K)00 

275993 

99334 

42058 

141392 

1993-94 

3S0(XX) 

304000 

107519 

42711 

1.50230 

1994-95 

322311 

106000 

31979 

7635 . 

39614 

(Up to November 94) 





Total 

2832379 

3203304 

1425008 

414549 

1839557 


Planning Commission (1994). 
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TAm-n 1^; CiKNm AND Status ExMiNraTimfi, IVK4i85. 1989 90 and I99:uy4 


iH\ { rare <tt vurrent market pritesi 


Ccfiirc _ _States 


1984-85 

1989-90 

i9y3-‘)4 

r9K4.85 

1989-90 

Percentage 

199^-94 

Percentage 






lnere;isc 


increase 


Human development 

2146 

4762 

8174 








(17.1) 

(15 2i 






High income states 




2789 

5945 

(16.3) 

8811 

(10.3) 

Middle income state.s 




4410 

8319 

(1.3.5) 

148.16 

(15.6) 

Low income states 


, 


^810 

839.S 

(17 h 

1.1267 

(12.1) 

Special category states 




98*5 

2143 

G6 8) 

1214 

(10 8) 

Total* 

OJ which 

a) Education, sports 

454 

1549 

2457 

I3()I4 

25188 

M6 0) 

40251 

(124) 

youth welfare, etc 


(27.8) 

(122) 






High income states 




1448 

1201 

(8.6) 

4827 

(10 8) 

Middle income .states 




2061 

4427 

(16 5) 

8085 

(16.2) 

Low income slates 




19^6 

4786 

(19 8) 

7201 

(10 8) 

Special category states 




447 

998 

(17.4) 

1712 

(14 4) 

Total* 

b) Health and family welfare. 




5902 

1.1815 

(18.6) 

22102 

(12 4) 

water supply, sanitation 
housing and urban 

1076 

1607 

VH19 






development 

High income states 


(84) 

(19 9) 

752 

12.14 

(10 4) 

1916 

(11.9) 

Middle income .states 




984 

1846 

(114) 

1(K)9 

(l.3()> 

Low income scales 




1101 

1954 

(122) 

2.581 

(7 2) 

Special category states 




110 

640 

(142) 

904 

(9 0) 

Total- 

Economic services 

12021 

17.544 

22245 

ii«() 

5962 

(114) 

9347 

(119) 

' 

(7.9) 

(6.1) 







High tficome states 




.1512 

6596 


9519 


Middle income sfuics 




1654 

6552 


117.51 


Low income states 




4418 

7434 


13051 


Special category states 




1 107 

2224 


1317 


Total¬ 
ed/ which mtrastructure 

6820 

14252 

17763 

12756 

23121 

(12 8) 

38517 

(13.4) 


(15.9) 

(5.7) 







High income states 




.1415 

6294 

(11 0) 

9250 

(10 1) 

Middle income states 




1440 

5914 

(114) 

10808 

(16.3) 

Low income states 




4132 

6929 

(10 9) 

12072 

(149) 

Special category states 




1019 

1989 

(14.1) 

1037 

(11.2) 

Total* 




I20I6 

21514 

(121) 

36402 

(14 0) 

Subsidies other than 

29.'^7 

7998 

72(K) 

- 

- 


- 


food subsidy 


(22.2) 

(-2.7) 






Transfer to states 

1628.1 

11164 

41156 


.. 


- 


from centre 


(13.9) 

(7.2) 






Defence 

7116 

14416 

2I5(K) 

- 



- 



(15.1) 

(10.5) 







Intertst payments 

60<() 

17757 

175(y) 




_ 



(24.0) 

(20.5) 







General services 

2191 

6176 

9621 

8131 

19761 

(194) 

38291 

(18.0) 


(21 0) 

(11.7) 







OJ which interest payment 
by the states 




2467 

7611 

(25 4) 

168.59 

(21 9) 

Repayment of loans of the centre 









by the states 

- 

- 

- 

2110 

.1141 

(7 8) 

4699 

(8 9) 

Others 

2910 

6141 

17904 

4624 

5171 


9527 


Total expenditure 

51674 

106160 

I65.5(K) 

39857 

76782 

(14.0) 

111287 

(14.4) 


(15.5) 

(11.7) 







High income states 




10372 

19590 

(11.6) 

11619 


Middle income .states 




12813 

2.1604 

(11.0) 

40262 


Low income states 




131.54 

2.5721 

(14.4) 

45194 


Special category states 

Cy which 




3187 

6683 

(20 3) 

10981 


Capital account 

14881 

28698 

11648 

11508 

16565 

(7 6) 

26201 

(12 1) 


(14.0) 

(4.1) 







High income states 




3089 

4217 


6360 


Middle income states 




2966 

4405 


6845 


Low income states 




4241 

5799 


9329 


Special category states 




939 

1779 


3128 



Ntties: Pteroentaiges in bmckets. 

*!^ToiaI includes Goa, Mizoram, Sikkim and Arunachal Pradesh. 
Stmtte: Budget and RBI. 
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evaluation ot IKDP tJanaury-Deccmber 
I9K9) KhowN (fuu U has been successtul in 
targeting nearly 94 percent of families (under 
the programme) below the poverty line of 
Rs 6,400 per month. Also nearly in 81 per 
cent of cases the old beneficiaries have 
crossed the poverty or destitute line of Rs 
33(K) and 19 per cent, the poverty line of 
Rs 6,4(K) per month per household. However, 
according to the evaluation, IRDP could 
have been operated in a more effective way 
by reducing the capital output ratio of 1.67 
in primary sector, 0.94 in secondary and 
0.96 in territory sector. Tins would warrant 
better co-ordination of credit, inirastructurc 
support, selection and matnienance The 
TRYSEM which is a laciliiating component 
of IRDP, started as a centrally-sponsored 
project on Augu.st 15.1979. The programme 
aims at providing basic technical and 
managehnl skills to rural youth from families 
below the poverty line to enable them to lake 
up self-employment and wage-employment 
Under the scheme, two types of (inancial 
assistance are provided, (i) recurring 
expen.se.s on TRYSEM training and (it) non¬ 
recurring cxpcn.ses for TRYSEM infra¬ 
structural developmeni, including building, 
equipment and training aids. Table 14 
provides the data on pcrformance.s. Again 
we notice a significant decline and a short tall 
from the targets, and more so in 1994-95. 
Under Jawahar Ro/gar Yojana, the financial 
allocation and actual expenditure have been 
given in Table 21. The table shows that the 
budget allocation under this head went down 
heavily by nearly 8.7 per cent m 1991-92, 
but It picked up in 1992-93 and ever since 
increasing both in ntiminal and real terms. 
Tlie numbcrotdaysol employment generated 
by JRY declined again from 864 million 
person-days in 1989-90 to 778.3 million 
person-days in 1992-93. The aciiial figure 
for 1993-94, however, has improved The 
concurrent evaluation shows a signilicant 
success of this programme m generating 
man days of employment. JRY's primary 
objective is generation of additional 
gaintul employment for unemployed and 
underemployed in rural areas covering 
pciiple below the poverty line. Any reduction 
in the allocation Ihcrclore should be 
di.scouragcd. However, it need to he made 
more C4>si effective a.s according to 1992 
evaluation report nearly 56 per cent ot 
employment generation by this programme 
i.s in households above the poverty line and 
Us average-wage component has been seen 
to be below the norm of 60 per cent stipulated 
under the programme. To summuri.se, so far 
as the ptivcrty alleviation programmes by 
the cenia* itre amcerned in spite ot ihcir 
leakages these could contribute to income 
generation uipong poor in the past. In general, 
all of them suffered just after reform was 
initiated, niainly because of the heavy 
tinanciai discipline adopted by the centre as 


TAim* 17: BitsiNiis.s and I^iawai. Ri-an 01 ^' NRF 

(t/S $ 




1992-93 

1993-94 

1995-96 

USS 

No of 
Work ERS 

u.ss 

No of 
Work ERS 

US .5 

No of 
Work ERS 

Sources of funds 







U) 

GOI budget 

66 7 


66.7 

- 

66.7 


(2) 

PSU disinvesimeni 

.^33..3 


416.7 

- 

4(K).0 

- 

(3) 

IBRD 

2(K).(l 

- 

133 3 


- 


(4) 

Bilateral funding 

33.3 


66.7 

- 

2167 



Total 

633 3 

- 

6X3 4 


<i83 4 

- 

Uses of funds 







A 

NGRF 







(1) 

VRS payments 








( 1 ) NTC rc.strueturing 

121.7 

4(KMXI 

66 7 

2()(HM) 

667 

193X2 


(II) Die restmeturing 

33.3 

6(K)0 

3.3 3 

6(KK) 

- 

- 


(in) Other units 

1.50.0 

24X45 

1.50 0 

24845 

66 7 

11642 



.30.5.0 

70X4.5 

250 0 

50X45 

133 4 

31024 

(2) 

Ahmedahad textile inill.^ 

j 50 0 

32(K)(> 

- 




(3) 

Other units (BIFT) 

.50.0 

X2X7 

166 7 

2762.3 

266 7 

44197 


Suh-tntul 

40.5 0 

1111.32 

416.7 

7X46X 

4(K) 1 

75221 

H 

EGF 







(1) 

JRY 

166.7 


166.7 

- 

166.7 


(2) 

NRY 

117 


167 

- 


- 

(3) 

Counselling, training 

33.3 

- 

50 0 


SOO 

- 


and other service.s 







(4) 

Area regeneration 








schemes 

16.7 

- 

167 


16 7 

- 


Sub total 

22X4 

- 

250.1 

* 

266 7 

- 



- 


16 7 


16.7 

- 


Total 

633.13 

iiin2 

683 3 

7H46K 

6X3 

75221 


Rased on NIC corporate plan and NIC VRS reqiicsis received by Ihe NRF 
Hxsc<l on discus.sions with the NTC 

Rased on 1992-91 VRS reque.sts suhinilied lo NRF and MOI esliiiiaies as lo 1993-94 and I994-9S 
requcsis valued ai average payiiK'iu |kt worker 1992-93 (excluding NTC) 

Rased on discu.ssioiis wilh trade unions and govemiiicnl olTicials in Ahineduhad 

Budget nuinhers received from MOI Nuinlier ol workers eoiiipuied on the basis ol average expected 

compcnsaiion payment in 1992-93 as per VRS requests on NRF 


TaHII. IX UnkMPI OYMhNI RaTHS 


(/ Vr< emufie) 





Rural 



Urban 


Male 

Keiiialc 

Mule 

Female 

Usual 

Status 

Weekly 

Status 

Usual 

Status 

Weekly 

Status 

Usual 

Status 

Weekly 

Status 

Usual 

Status 

Weekly 

Status 

1977-78 

2.2 

T6 

5 S 

4 1 

6 5 

7.1 

178 

10 9 

1985 

2 1 

M 

1 4 

4.3 

5 9 

67 

69 

7,5 

1987-88 

2X 

4.2 

3 5 

44 

6 1 

6 6 

X.5 

9 2 

1989-90 

1 6 

26 

0.x 

2 J 

4.4 

45 

3 9 

4.0 

I9‘)0-91 

1.3 

2.2 

0 4 

2.1 

4.5 

5 1 

5 4 

5.3 

I9‘)2 

1.6 

2.2 

1 2 

1 2 

46 

4.6 

6 7 

6.2 


Stfunr' Consumer Expenditure and Einploymeni Survey. NSS. 1992 


Tabi.i- 19 PiR l.(KX) 015110811*1 ION or Ushau v Working by BroadGrooi* or Inoustry 


Rural (Male) _ _ Rural (Female) 



Primary 

All 

Secondary 

All 

Temlory 
. All 

Casual 

labour 

Principal 

Status 

Primary 

All 

Secondary 

All 

Territory 

All 

Casual 

Labour 

Principal 

Status 

I977-7H 

806 

88 

105 

270 

m 

67 

51 

400 

19X3 

775 

1(8) 

122 

299 

875 

74 

48 

422 

19H7-X8 

745 

121 

134 

321 

847 

KKI 

53 

402 

19X9-90 

717 

121 

162 

309 

XI4 

i24 

61 

399 

I9W-9I 

710 

121 

169 

.317 

849 

81 

70 

410 

m 2 

757 

104 

139 

314 

X62 

78 

60 

416 


S*wn'e: Consumer Expenditure and IBinptoyincnt Survey, NSS, 1992. 


1.304 


Ecnmtnric nnd Politicai WoeMy 





a part of stabilisutkift prograintine. Of late, 
all of them are showing some recovery from 
the 1993-94 and 1994-95 budgets. 

In fact, as has been estimated by Nayar 
in 1992-93* there has been a steep reduction 
in central government's total outlays on 
these programmes of poveny alleviation. 
The low priority given to these programmes 
can also be gauged by the fact that their 
share to total expenditure as well as to GDP 
declined over this period. In the lirst year 
of structural adjustment programme, the 
percentage reduction in expenditure on 
programmes of poverty alleviation was even 
higher than the percentage reduction in 
overall development expenditure. 

Other major policy instruments which have 
helped the poor and vulnerable sections ol 
the society (although not in a target oriented 
lashion) are the social service and human 
devcIopmerH expenses of the government. 
Tabic 16 gives the central government's 
actual outlay on social sectors between 
1989-90 and 1993-94. It is again clear from 
the table that m per capita term, at constant 
price, the outlay on social sectors ol the 
central government ha.s remained stagnant 
and even declined between 1989-90 and 
1992-93. As a large part of the expenditure 
on health and education comes in the stare 
budgets, a total picture of impacts will emerge 
only when the spending on all these sectors 
by the stales is taken into account. In ab.solutc 
terms, between 1974-77 and 1985-86, real 
per capita expenditure by states on .siKial 
.sectors increa.scd, on average from Rs 281 
10 Rs 578 at 1982-83 prices for 17 major 
slates. The rale ol increa.se, however, 
decelerated from 1985-86 to 1991-92, with 
an absolute decrease since 1990-91. Mainly 
the lower transfer of resources from centre 
to state got rcllected in the state budget 
when the stales reacted by reducing the 
development expenditure mainly on social 
sectors. The central government plan 
outlay on education has been presented in 
Table 15. The table shows a significant 
decline in I992-9J and 1993-94 against 
1989-90. But in 1994-95 it shows an upturn. 
Similarly, the central government plan 
outlay on medical and public health shows 
a decline since 1990-91 bur very recently 
it is showing an upward movement 
(Tabic 16). However, the sharpest cuts 
occurred in the expenditure on some 
preventive disease control programmes, 
financed by the central government, such as 
programmes for the control of malaria, 
nibeieulosis and leprosy. These are also 
diseases that strike the poor. The poor who 
are without any form of medical insurance 
and who rely on the public provisioning of 
healthcare* suffered disproportionately from 
reductions in public health expenditure, 
during this period. 

When central grants to the slates were cut, 
the adverse effects on the low-income states. 


which were more depcn(jlent on re.sources 
from the centre than others, were very severe. 
Tulasidhar repoas that medical and public 
health expenditure per capita declined in 
real terms in Bihar, Madhya Pradesh, 
Rajasthan. Uttar Pradesh and Oris.sa after 
1991. 

Fiscal I nstrumi:n is Towards Safety Nep 

In the central budget total expenditure in 
nominal terms has gone down from 15.5 per 
cent between 1984-85 and 1989-90 to 11.7 
per cent between 1989-90 and 1993-94 
whereas for the .stales the budget expenditures 
remained almost ihc same before and alter 
the present reronn. to around 14 per cent. 
The decline in central expenditure got 
retlectcd undernimost all headsof the budget, 
i c, general .services, economic .services 
including int ra>imcture, human development 
expenses, transfer to the slates, subsidies, 
and defence. The decline in the human 
development expenses at the centre was 
Irom 17.3 to 15.2 per cent per annum. The 
decline was larger tor inlrastruciUTC from 
15.9 per cent to 5 7 per cent, before and after 
reform (Table 16). The reduction has its 
social and economic implications specially 
for the poor and the vulnerable sections of 
the .society. Riii the major govcrnmeiitul 
expenses on human re.sourcc development 
came f rom the state sector. The total expense 
on human resources development from the 
centre wasonly 16.1 percent of the aggregate 
in 1989-90 and 17.2 in 1993-94. Thus, it is 
obvious that because ot the ccnirc's low 
weightage, the major impact on the .society 
would come from expenditure on human 
resource development incurred by the states. 
In the .state budgets, although the total 
expenditure maintained the old rate, there 
was a perceptible decrease in the human 
development expenditure declining from 16 
per cent to 12.4 per cent. Interestingly, it is 
the only item in the state budget where the 
expenditure in nominal terms was noticed 
going down. Thus, only human development 
expenditure seemed to bear the sole burden 
of a reduced transfer of resource (devolution) 
from the centre to the states. The central 
devolution has gone down from 13.9 per 


cent before reform to 7,2 per cent after 
reform. It shows that the stares have lesser 
concern forthc needs of human development 
cxpcn.ses and are rather impervious to the 
austonty measures of the centre in their 
budgeting. However the cut on infrastructure 
at the centre was more than in the stales. Here 
the centre’s weightage to all India is nearly 
35 per cent. Obviously, because of this the 
total infrastructure development of the 
country suffered significantly in the post 
iclorm period 

It IS also inierc.siing to see different 
degrees ol rcspon.ses in the fi.scal area from 
different states. High income states seem to 
be more m tunc with the central post-reform 
strategy in terms ol adhering to their 
budgetary discipline. But the response is 
very weak from the p(K>r states. The special 
category states, for example, reduced their 
expenses on human resource development 
and infrastructure to the maximum, in 
contrast to some corrective measures 
initialed in the 1994-95 central budget. This 
obviously foretells a heavy .social cost for 
the future. 

As has been mentioned, during the 
implementation of the structural adju.stment 
programme there emerged a new type of 
poveny, known as ‘new p(H>rs'. those who 
were normally not in the lower income 
bracket but tho.se who suddenly became 


TABLt 21: Plan Aluication and 
Pekrikmancl Of JRY 
(1989-9010 1994-95) 


Years 

Allocations 
(Rs million) 

Pcrsiw days of 
Employment of 
Generation 

1989-90 

20%0 

864.4 

1990-91 

2(K)10 

8746 6 


(-4.5) 

(1.2) 

19V1-92 

18252 

808.1 


(-8 7) 

(-7,6) 

1992-9J 

25462 

778.3 


(.39.5) 

(-2.5) 

1993-94 

,33063 

102.3.7 


(29.9) 

(.38.9) 

1994-95* 

38550 

470.6 

(up to November) (16.6) 



• Target figure 

Source: Planning* J['oiniiiis.sion (1994). 


Table 20 Per l,(XK) Distribution i>f Usi)au.y Working by Broad Group of Industry 


Rural (Male) _ _ Rural (Female) 



Pnmary 

All 

.Secondary 

All 

Territory 

All 

Casual 

Labour 

Principal 

Status 

Primary 

All 

Secondary 

All 

Territory 

All 

Casual 

Labour 

Pnncipal 

Staiu.^ 

1977-78 

106 

3.38 

557 

189 

319 

324 

357 

270 

1983 

10.3 

342 

5.50 

153 

310 

306 

376 

.309 

1987-88 

91 

.340 

569 

146 

294 

317 

185 

265 

1989-90 

KM) 

319 

582 

166 

241 

303 

4.56 

234 

1990-91 

92 

336 

572 

151 

*249 

316 

435 

260 

1992 

107 

.343 

550 

195 

224 

308 

468 

296 


SfHtrce: Consumer Expenditure and Einployineni Survey, NSS, 1992 
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poor hy losing their jobs because o\ 
rcirenchmcni or affected by closures. There 
was a large number of PSUs and private 
industries which were making losses. For 
esample. of ihc 245 central PSEs, 98 were 
making losses in 198*^-90 at an aggregate 
ol about Rs 19.6 billion (US $ 653 million^, 
in addition, many PSEs arc having very low 
financtai returns. In the adiustment process, 
industrial restructuring u^'ill need clo.s*pg oi 
many such units or reducing their ovei- 
manned staffs. This would entail lo.ss of 
income to some and consequent suticrance. 
The Indian government has commuted it.self 
to the concept of reform with 'human tace’, 
and therefore, promised to devise several 
safety net measures Apart from the PDS. 
there is the National Renewal Fund (NRF). 
The NRF is a recent addition to India's social 
safely net, having received considerable 
iUicntion in the context of contemporary 
debates on policy reform on employment 
and labour laws. In creating (he NRF. the 
union tinunce minister declared that the 
government" .. willfully protect the interests 
of labour, enhance their welfare and equip 
them in all aspects to deal with the 
inevitability of technological change”. The 
NRF was otiicially established in February 
f992. The NRF currently lunctions as u 
government budgetary account, administered 
by the I^cpaameru of Industrial Development 
in the Ministry of Indu.siry. 'Phe NRF operates 
under a set ot guidelines approved hy the 
cabinet, which stipulates the objectives, uses 
ol funds, .sialfing and other as|)ccis. Two 
specific human resources objectives are 
directly addressed through (he NRFaccount. 
The first, known as the National Renewal 
Grant Fund (NRGF), is used, wherever 
necessary, to compensate workers dislocated 
in the process of adjusting organisational 
staffing patterns or in closing non-viablc 
units in both public and private sectors. The 
second, the Employment Generation Fund 
(EGF). will be used to facilitate the 
redeployment and retraining of affected 
workers and to fund specific initiatives of 
employment generation in areas affected by 
industrial restructuring and technology 
upgrading. 

However, in the working of the National 
Renewal Fund, only public sector units have 
been covered uptil now, and that also mainly 
in terms of giving compensations to the 
retrenched. Table 17 covers the functioning 
of NRF and its impacts and also gives its 
sources of ftnunce. As we can see, its amount 
of allocations is almost stagnant between 
1992-93, 1993-94 and 1994-95. However, 
as to the programme's coverage in terms of 
workers included, it is .seen to decline. So 
far ns EGF is concerned, almost the same 
trend is noticeable.^ With regardlo the stHiitcs 
of funding, bilateral fundings have rcgisicrcjfl 
a slight increase whereas the multilateral 
funding ot IBRD has gone down. The 


comributiorKs by the PSUs disinvestment 
and the central budget ore almost stationary. 

COMO.I.'SIONS 

The short-term 'welfare scibivks’ of 
India's economic reforms support the 
experience of a large number of reforming 
LDC countries [Gupta 19931. b* many of 
these countries, one notices no effective 
recovery in their growth of income and 
exports, no improvement in poverty, and no 
reduction in inflation. Further, for some 
countries this recovery took even more than 
8-9 years lor any perceptible percolation of 
benefits of economic reforms to the poor. 
Indeed, it is observed that all those counfries 
which had a low per capita income and a 
large macro-economic imbalance at the base 
period took a longer period o( adjustment 
to reach u higher growth and more equitable 
distribution. The present .article therefore 
focuses on the importance ot reducing the 
length of the adjustment period and to negate 
as far as possible the initial adverse impacts 
of reform on human resource development 
and poverty in order to make the necessary 
adjustment process .socially and politically 
acceptable. Besides, apart from humanitarian 
consideration, it has been found that (he 
attainments of basic health-needs, a minimum 
level of human resource development and 
.social infrastructure arc necessary inputs for 
a faster income growth a.s demonstrated by 
the East Asia Pacific economics. However, 
m ihcir case, the adjustment costs both in 
the economic and social areas have been 
ynuch lower than in India, although in 
contrast, the social cost of adjustment in 
Latin American and African countries, have 
been much higher than India. 


Short-term 

2787 

3007 

3824 

4087 

Medium-icnn 

50.5 

585 

688 

809 

Long-term 

.582 

615 

734 

655 

Sub total 

.^874 

4207 

5246 

5551 

Cotttmerciul and Regional Rural Bttnks 


Short-term and 
term loan 

.H3I 

3809 

4a» 

4234 

Grand total 

7(K)5 

K0I6 

9255 

9785 


Stumr: Budget. 


For K more tofig term permammt dffecL 
it is too early to assess the gains or tosses 
of the present economic reform process 


TABi..e 2A\ CRCDir to Small Scale li«oi.iSTRiAL 
Sector from Public Sbctor Banks 


Year 

Credi) to SSI 
(R.s Crorc) 

Rate of Growth 
Over the Previous 
Year (Period) 

March 1991 

16783 


March 1992 

17398 

4 

March 1993 

19388 

n 

March 1994 

21561 

11 


Source: Reserve Bank of India. 


Taw '’S; Central Government Outuys 
ON Programmes for Poverty Aijleviation 


Year At Constant 
Prices 
(1980-81) 
Rs Million 

Index 

As Per Cent 
of Total 
Expen¬ 
diture 

As Per 
Cent of 
GDP 

1989-90 13610 

too 

2.98 

0.61 

1990-91 11890 

87.3 

2,54 

0.50 

1991-92 8940 

65 7 

2 05 

0.37 

1992-93 11340 

83.3 

2.50 

0.45 


Soun e Nayyur (1993) Table 2, p 33. 


Table 26 Centrai Government Oiitlay 
ON S(X'iAi. Settok 


Year Actual 

Rs Million 

Con.stan( 

(I9H0-8I 

Prices) 

Rs Million 

Real 

Index 

As Per 
Cent of 
GDP 

1989-90 

47620 

23410 

100 

1.05 

1990-91 

53800 

23880 

102 

1 01 

1991-92 

58810 

23040 

98 4 

o.% 

1992-93 

67710 

24670 

105 

0.99 

1993-94 

81020 

- 


l.(M) 


Source: Nayyar (1993) and Ray (1993). 


3995 

2822 

3950 

4900 

60(KI 

577 

366 

391 

182 

461 

684 

785 

1005 

1213 

2039 

52.56 

3973 

5346 

6295 

8500 


4930 

5010 

5962 

6705 

6600 

0186 

8983 

11308 

13000 

15100 


Table 22; GDP Employment and Underemployment Projetion.s 
Year Growth Actuals Employ- Unemploy- Unemploy- Organi.sed Unorgan- Informal 


Estimates 
Per Annum 


mcni 

meni 

ment 

Rate 

Sector 

ised 

Sector 

Non- 

Agriculture 

1991-92 2.8 

1 i 

348 

16 

44 

28 

216 

104 

1992-93 1.7 

4.0 

350 

22 

59 

28 

219 

103 

1993-94 3 8 

3.H 

355 

2.5 

66 

28 

222 

105 


Source: National Institute of Public Finance and Policy (1991). 


Table 23: Disbiirsement of Aoricultural Credit 

iRs Croret 


Source and __ Revised _ Target 

Type of 198.5-86 1986-87 1987-88 1988-89 1989-90 1990-91 1991-92 1992-93 1993-94 
Credit 


Co-operuiocK 


. ani^-PDikicid 


1306 



specially when it has covered so far on^y the 
'stabilisation phaso\ a phase which almost 
aitvays proves contractionary. But lor a 
country with a high level of poverty and 
social deprivation, and with u comparatively 
heavy concentration of the poor in the rural 
sector, any reform policy even at the 
stabilisation phase which i.s not friendly to 
the agnculiural sector has grave i mplications. 
Reform requires reduction or subsidies and 
appropriate price corrections. But a large 
part of the vulnerable section of the society 
in India has been sustained by subsidies of 
different kinds, explicit and implicit. Here 
lies the real dilemma 
It has been realised that growth i.s very 
important to reduce poverty in India. At the 
same time, it has al^so been realised that 
because of many non-lunctioning markets 
and hang-over ot pa.si institutional structure 
and social siialificaiion, target oriented 
poverty alleviation programmes and human 
development expenditure have to supple¬ 
ment growth. Earlier attempts to divert 


large budgetary resources based on large 
public borrowing to support poverty 
programme have unfortunately proved to be 
unsustainable. But in many recent corrective 
attempts to reduce these expenditures, the 
nature ot subsidy has only changed from 
explicit to implicit. A case in point is the 
reduction in Icritiiscr subsidy negated by the 
increase in the tood subsidy (by increasing 
procurement price and its gap with the PDS 
issue prices). Real issue is to redesign the 
poverty programme by better targeting, and 
thereby, making it more cost effective. Thus, 
it is a challenge as to how to protect the real 
incidence ol these expenditures and at the 
.same lime ieduce budgeiaFj/ deficits of the 
government. Often this is presented as an 
‘inherent fradc-olf in any relorin process. 
But succcsslul countries have shown that 
this *lradc-olT in reality is much less than 
perceived. Mostly.the ‘iradc-o,fr orconllicls 
appear when the government launches the 
fiscal discipline by chot>smg to take 
numerous .soli options otten under political 


compulsions. Some of the hard options are 
reduction in administration cost and the si/.c 
of the public sector, elimination of all explicit 
or implicit subsidies often enjoyed by the 
non-poor, restoring ncxibiltly in the labour 
market by breaking the vested interest of 
both trade unions and multinationals arid 
eliminating prevalent corruption in politics 
and bureaucracy. This 'irade-otf is also 
often due to faulty designs of the poverty 
alleviation programmes and human 
development cxpcndtUires because of which, 
during implementation, their benefits go 
largely to the rich. In this context, relevant 
evaluation reports have from time to lime 
indicated a large degree ol leakage when 
major benefus ol this programme acciued 
to the non-poors For example, in PDS. it 
has been noticed that less than 22 per cent 
of the subsidised Icwid went to the 20 per 
cent poor households at the boitom. 
Similarly, in JRY, more than .S6 per cent 
ot employment generated went to hoii.schold 
above the poverty line. 

The present experience of retorm-cffecls 
on poverty in India by no means challenges 

Taiuk 29. Dkci.im. in Mrok^ai. and Pimur 

Hf Ai III EsniNDiruKL 

Per Capita Exjxrnth- (l984/8.S=t|(K)) 
Medical lure on Public DiNC4i.se 
SyMeiii Health Control 
(Ks) System Prugrnninies 
(Ks Million) (K.s Million) 


1989-90 

120 

103 

103 

1990-91 

127 

ItH) 

94 

1991-92 

119 

95 

87 

1992-93 

116 

94 

83 


S(niire, Tulasidhar (1993). Table 5, p 2475 


Tabll 27. Rati: oi Inr.ation 

{Per < ent) 



85/86 

swx? 

87/88 

88/89 

89/90 

90/91 

91/92 

92/93 

93/94 

Average 

All Commodiiies 

44 

S 8 

H 2 

7.5 

74 

10 3 

1.3 7 

107 

8 3 

Food Articles 

1 5 

10 4 

8 8 

99 

1 1 

12 ^ 

19.9 

124 


Foodgrains 

6 8 

3 2 

9 3 

14.9 

1 9 

8 5 

20 7 

12 » 

- 

Manufactures 

S.l 

4 0 

7.8 

94 

11.2 

8 ^ 

10 9 

II 3 


Point-iO'poinl 

All Cominoditic.s 

48 

5 1 

10.7 

5 7 

9 1 

12 1 

13 6 

7 0 

10 8 

Food Articles 

5 4 

5 1 

167 

3.6 

1.7 

18 9 

20 9 

5 4 

4 4 

Foodgrains 

9 3 

0.8 

16 2 

9.9 

-3.6 

22 5 

24 0 

■1.6 


Manufactures 

4.1 

48 

8 1 

9.0 

11.5 

839 

12.6 

7 9 

9 9 


Sour<e Own Compilation 


Tabll 28. Major Macro-Economic Indu aiors 



1986-87 

1987-88 

1988-89 

1989-90 

1990-91 

1991-92 

1992-93 

1993-94 

1994-95 

GDP at 1980-81 market prices 

I852S0 

194085 

213346 

227367 

239245 

241443 

252549 

261320 

275431 

GDP growth (1980-81 prices) 

4 3 

48 

9 9 

6.6 

5 2 

0.92 

48 

3.5 

5.4 

GDP at market current pnee 

292949 

3.33201 

^95779 

456820 

53.3324 

615437 

702829 

786355 

911385 

GDP growth (market prices) 

11.7 

13.7 

188 

15.4 

167 

15.4 

14.2 

11.9 


GDP growth at factor cost (1980-81 
prices) - Agnculture, forestry and 

logging, fishing, mining and quarnng 

-1,0 

0.5 

16 3 

2.0 

4.2 

-2.5 

5,0 

2 3 


Current Account Balance (S million) 

4563 

4853 

7996 

6837 

9679 

2135 

3603 

315 


As per cent of GDP 

2.0 

1.9 

2.9 

2.5 

4.6 

1.0 

1 6 

0.1 


Exports (S million) 

9745 

12089 

13970 

16612 

18142 

17866 

18537 

22173 


(Rscrore) 

12452 

15674 

20232 

27658 

32553 

44041 

53688 

69.547 


Imports ($ million) 

15727 

17156 

19497 

2I2I9 

24075 

19411 

21882 

23212 


(Rs crorc) 

200 % 

22244 

28235 

35328 

43198 

47851 

63375 

72806 


Trade deficit ($ million) 

-5982 

-5067 

-5527 

-4607 

-,5933 

-1.545 

-3345 

10.39 


(Rscrore) 

-7644 

-6570 

-800.3 

-7670 

-10645 

-3810 

-9687 

-5259 


Exchange rate (US $/Ks) 

12.78 

12 97 

14.48 

16.65 

17.94 

29 46 

31 53 

31 n 


Gross domestic savings 

Household savings (Rs crore) 

43858 

587.34 

70320 

90307 

108219 

115524 

108938 

125396 


Private corporate sector (Rs crore) 

5212 

5790 

8731 

11829 

14214 

16215 

20804 

51155 


Public sector (R.s crore) 

8 (K)2 

7223 

8101 

7423 

5102 

10740 

10893 

1944 


Total (Rs crore) 

57072 

71747 

871.52 

1095.59 

127535 

142479 

140655 

158493 


Agrt growth; (Ab and Gr) 

56259 

56559 

65756 

67064 

69862 

68115 

7I52I 

73166* 


f^torcostat lMKO-81 pnees 

-l.O 

0 5 

16,3 

2 0 

42 

-2 5 

5 0 

2,3 


BOP gap 

-7644 

-6570 

-K(K)3 

-7670 

-|{K>45 

-3810 

-9687 

-3259 



* Reserve Bank Estimate. 

S<mrve: Evammm Survey. 199.3-94. 


June 3, 1995 




ihc irickk ck)Wn theory of growth. But the 
percotation to ptMu due to growth, mostly 
hecomes effective only when growth 
accelerates at a race of more than 7 to H f)er 
cent perannum. Uteretoreuntil that threshold 
point IS reached a positive poverty alleviation 
policy will be warranted. 

In India, another major obstacle in 
Implementing any adjustment programme 
with ‘human face’, comes from the Icdcral 
nature of our polity, the prevalent centre- 
state financial relations and allocation of 
developmental activities. For instance, our 
study shows that when the cenirc alter two 
initial years ol stringent budgets went for 
restoring the much reduced expenses on 
human resources development and poverty 
alleviation tin the 1993-94 and 1994-95 
budgets), the states failed to lollow 
accordingly. In fact, in the post rclorm period 
the state budgets never reflected any 
awareness tor the need for fiscal discipline 
and importance of Human Development in 
growth. They only reacted to the reduction 
in the transfer of resources from the centre 
to the slates hy slashing down the expenditure 
on human resources development comprising 
of education, sanitation and health. The states 
with high growth rates responded better to 
the central ‘reform calls' and largely restored 
their allocation on education and health, but 
the poor states, especially the special category 
states, showed no sign of any fiscal discipline 
and reacted to lower central devolution hy 
only reducing the human development 
expenditure. Interestingly however, the 
reduction in the physical infrustnicture in 
the centre was much more than at the stale 
level. 

Judging the comparatively low growth of 
the economy, both in agriculture and industry, 
the reduced level of suh.sidics. higher 
procurement and administered prices 
(including issue price ot foodgrains), the 
lower expenses on poverty alleviation 
programmes and human resource develop¬ 
ment in real terms, and a high inflation 
together with sub-optional operation of the 
National Renewal Fund, one is tempted to 
conclude that in net term the .scK'ial costs of 
adjustments have proved to he positive. It 
is irrelevant to argue whether this is due to 
present economic reform or for wrong 
policies of (he past. The fact remains that 
in a poor country such adverse anti-poor 
trends cannot be healthy and congenial in 
helping continuation, acceleration and 
sustenance of any economic reform process. 
For this, the basic conflict between budgetary 
discipline (mainly the reduction in deficit), 
and the need for social service and poveny 
alleviation programme expenditure needs to 
be removed by redesigning the poverty and 
income redistribution schemes, following 
prudent public finance, reducing inflation 
and price of wage goods, and controlling 
public sect(»r*sgrowtng revenue expenditure. 


im 


TaMU 30: PlvKC WfACa: SlIAKfi or CONSt/MftlllN, 


Coaniry 


Year 

Lowest 20 
Pl»'Cent<Ll 

Highest 20 
Percent (H) 

Ratio 

(M/Lt 

South Asia 






Nepal 


1984-85 f. f. 

9.1 

.39.5 

4.3 

Bangladesh 


1981-82 c 

9.3 

.39.0 

4.2 



1988-89 b. c 

9.5 

.38.6 

4.1 

India 


1987-KK 

8,86 

41.07 

4.6.38 



19^X1-91 

9.06 

38.90 

4.291 



1992 

8.83 

40.65 

4.604 

Pakistan 


1984-85 d 

7.8 

45.6 

5.H 



1991. h.t 

8.4 

39.7 

4.7 

Sri Lanka 


1980-81 

5.8 

49.8 

86 



1990 b,c 

8.9 

39.3 

4.4 

Stfuih-liiisi Asm 





Indonesia 


1976 

66 

49.4 

75 



1987 c 

K.H 

.41,3 

<7 



I9W b.c 

8.7 

42.3 

4.9 

Philippines 


1985 d 

5.5 

48 0 

87 



1988 b. c 

65 

47.8 

7.4 

Thailand 


1975-76 

5 6 

49 8 

8.9 



1988 h g 

6.1 

50.7 

8.3 

Malaysia 


1973 

3.5 

56.1 

16.0 



1987 g 

4.6 

51.2 

11 1 

Korea Republic 

1976 

5,7 

45.3 

7.9 



1988 111 , n 

7.4 

42.2 

5.7 

Hong Kong 


1980 III, n 

5.4 

4^0 

8.7 

Singapore 


1982-83 m,n 

5.1 

48 9 

9,6 

Japan 


1979 in, n 

8.7 

.37.5 ^ 

4.3 

Uitm Anient a 





Peru 


1972 

1 9 

61 0 

.’2.1 



1985-86 b. c 

4.9 

51.4 

10.5 

Columbia 


1988 l.g 

4 0 

53 0 

13.3 



1991 l,g 

3.6 

55 8 

15.5 

Chile 


1989 l.g 

37 

62.9 

17.0 

Brazil 


1972 

2.0 

66.6 

33 3 



1983 

2.4 

62.6 

26.1 



1989 f. g 

2.1 

67 5 

.32.1 

Mexico 


1984 f, g 

4.1 

55 9 

1.3.6 

Argentgia 


1970 

4.4 

50.3 

11.4 

Bolivia 


1990-91 

5.6 

48 2 

8.6 

Note.y ‘ b f)uiu refer l04;xpendilure .shares by fractiles of persons. 


c Data ranked by per capita expenditure 



d Household expenditure. 




f Data refer to income share by fractiles of persons 



g Data ranked by per capita income 




m Data refer to income shares by rraciile.s of households. 


n Data ranked by household income 





Table 31 

: Share of Small-Scale iNryosTRies in Total Exk)rts 






(Value in Rs crates) 

Year 

Total 

Percentage 

Exports 

Percentage 

Percentage 


Exports 

Increase 

from Small- 

InGrea.se 

Share of 




Scale Sector 


SSI 

1971-72 

1608.00 

- 

154.99 

- 

9.60 

1972-73 

I971.IM) 

22.57 

305 79 

97.29 

15.50 

1973-74 

2523.40 

28.03 

393.16 

2HM 

15,80 

1974-75 

33.32.88 

.32.08 

540.71 

37.53 

16.20 

1975-76 

4042.25 

21.28 

532.11 

(-) 1.59 

13.20 

1976-77 

5142.25 

27.21 

765.83 

43.92 

t4.9t) 

1977-78 

5484.26 

5.09 

844.82 

10.31 

15.60 

1978-79 

5726.26 

5.06 

1069.24 

26.56 

18.70 

1979-80 

6458.76 

12.79 

1226.31 

14.69 

19.00 

1980-81 

6710.71 

3 90 

1643.20 

33.99 

24.50 

I9KI-82 

7805.90 

16.32 

2070.61 

2601 

26.50 

1982-83 

8907.75 

14.11 

2045.03 

(-) 1.23 

22.90 

1983-84 

9872.10 

10.83 

2163.98 

5.82 

21.92 

1984-85 

11493.72 

16.43 

2540.78 

17.41 

22.11 

1985-86 

10894.59 

(-) 5.45 

2769.11 

8.99 

25.42 

1986-87 

12566.62 

15.34 

3643.67 

31.58. 

28.99 

1987-88 

15741.20 

25.26 

4372.96 

20.01 

27.78 

1988-89 

20295.2t) 

28.93 

5489.63 

25.54 

27,05 

1989-90 

27681.47 

26,39 

7625.74 

38,91 

27.55 

1990-91 

3Z553.34 

17.59 

9664.15 

26.72 

29j68 


Sintn^e: DC (SSf) 





Metliodiii0gy for Ertimating 
Poverty Rotfo 

I Official Estimate iCSO Method) 

A Poverty Utte in the Base Year: The Tai^k 
Force (1979) delined (he poverty line its 
the per capita expenditure level at which 
the caloric norms were met on the basis 
of the all-India consumption huskot for 
1973-74, This was equivalent to Rs 
49.09 and Rs 56.64 per capita per month 
for rural and urban ureas respectively at 
1973-74 prices. 

B Deflators: The poverty line so defined 
needs updating overtime to take care ol 
change in the price levels. Initially the 
whoie.sale price index was used to reflect 
the price changes. However, private 
consumption deflator derived from the 
National Accounts Staii.stics (NAS) was 


group on 'The Concept and Biitimation 
of Poverty Line*. (Perspective Planning 
Division. Planning Commission^ 
November, 1984), The study group 
recommended the use of a price index 
appropriately weighted ^by the 
consumption basket of the poor as an 
index for reflecting price changes relevant 
to the poor. The implicit private 
consumption dcllalor from NAS wa.s 
found, at that time to he very close to 
such an index and hence it wa.s used for 
adjusting the poverty line for the years 
1977-78. I9K3-H4 and 1987-88. 

C The Adjustment PnKedttre for iistimatinf* 
Foi>erty Poptdation: In order to arrive at 
the CKtimaic.s of the number of poor. 
Planning Commission hu.s been making 
adju.simein in the National Sample Survey 
(NSS) data on distribution of households 
by consumption expenditure levels. Such 


Tahu’ .12: Annoai. Rati of Inr.ation I Esshniial Commodities 

iTcrvent) 






Annual Rale of Inilaiion Nov/Nov 


Weight 



1993 

1992 


CPI 

WPI 

CPI 

WPI 

CPI 

WPI 

General index 

l(K).(K) 

l(K).()0 

86 

8h 

8.4 

9.1 

Rice 

12.45 

.1.69 

5.4 

li.O 

15.1 

12.5 

Whole wheat 

4.4.'! 

2.25 

7.8 

13 7 

16 8 

9 4 

Wheat aiiu 

1.75 

0.76 

7.9 

0 0 

87 

14.4 

Es.senlial contmodily 

48 K1 

21.77 

9,7 

1.1.2 

5.^ 

S7 


Stmrve: Enpuonm Sun ev. 199.1-94 


an adjustment has been fdtmbeneeesaary 
because the aggregate private household 
consumptiilb expenditure as estimaied 
from the NSS data is different from the 
aggregate private consumption 
expenditure e.stimatcd in the National 
Accounts Statistics (NAS). It was 
considered desirable to have compatibility 
between the two sets of data in order to 
ensure cimsistency between the two 
important components of the plan model, 
i e. the input-output table (basedon NAS) 
and consumption sub-model (based on 
NSS data). The priKcdurc followed has 
been to adjust the expenditure levels 
reported by the NSS uniformly acro.ss all 
expenditure clas.scs by a factor equal to 
the ratio of the total private consumption 
expenditure obtained from the NAS to 
that obtained from the NSS. The old 
NAS scries was used for deriving the 
adjustment factor for the estimates up to 
year 1983 and the new NAS serie.s has 
been used for the 1987-88 estimates. The 
poverty population is thus, estimated by 
applying the updated poverty line to the 
corresponding adjusted NSS distribution 
of hou.scholds by levels of consumption 
expenditure. 

II Altentative Method (NSS Method) 

The method has been .suggested by Minas 

and others in 1991 {Economic and Political 

Weekly. July 1991, ‘Declining Incidence of 


Tahi.f V 1 ‘ Pekkidk' Ri.visidns in PIXS Cinthai. Issiie Phut 


(Hs per quhtuil) 


Dale of 

Common Percentage 

Fine 

Percentage 

.Superfine 

Percentage 

Wheat 

Prices 

Percentage 

Revision 

Rice Pnee 

Increase 

Rice Price 

lncrca.se 

Rice Pnee 

lncrca.se 

Date ot Revision 


Increase 

1 

2 


4 

s 

6 


7 

r_ 

8 

9 

1982 (October) 

1881 


2(X)) 


215 


1982 (August) 

160 


1984 (January) 

208} 


220) 


235 


1983 (April) 

172} 


1985 (October) 

2171 


2291 


244 


} 


1986 (February) 

2311 

•^.5 

241) 

7 0 

253 

6.8 

1986 (February) 

l<>0) 

5.6 

l9«6(Och)ber) 

2'»91 


2511 


266 



1 


1987 (Ociobcr) 

219) 


2641 


279 


1987 (May) 

1951 


1989 (January) 

244) 


.304} 


325 


1988 (March) 

204} 


1990 (June) 

289) 


.149} 


370 


1990 (May) 

2341 


1991 (December) 377 

30.4 

4.17 

25.2 

458 


1991 (IX'ccmhcr) 

280 

19.7 

1993 (January) 

4.17 

16 

497 

13 7 

518 


1993 (January) 

330 

I7.V 

1994 (February) 

537 

22.9 

617 

24 1 

648 


1994 (February 

402 

21.9 

Soune: Ermioiiui' Sunry. 1991-94 












Tabu t4 Prix urfmfni Pric i-s 









\('rop Yr.A« Basis) 













per quinuit) 

Commodity 

Type Variety 

1989-90 

1990-VI 

Increase 

1991-92 

Increase 

1992-93 Increase 

1993-94 

lncreu.se 





Per Cent 


Per Ceni 

Per Ceni 


1991-94 

Paddy 

P Common 

185 

205 

10 K 

230 • 

122 

270 17 4 

310 

148 


Fine 

195 

215 

5.1 

240 

11,6 

280 16.7 

3.10 

17.9 


Superfine 

205 

225 

9.8 

2.50 

III 

290 16.0 

150 

20.7 

Coarse cereals 

P FAQ 

165 

tKO 

9.1 

205 

13.9 

240 17.0 

260 

8.3 

Maize 

P FAQ 

165 

180 

9.» 

210 

16.7 

243 16.7 

265 

8.2 

Wheat 

P FAQ 

21.5 

225 ! 

4,7 

275* 

22.2 

33()* 20 0 

3.50 

6.1 


P Procuiemem price, FAQ-Fair average quality. * Including a ccnirafbtmus of Rs 15 per quintal. 


'iURC^.X, J^S 








ODA FIELD MANAGEMENT OFRCE 


Slum Improvement Projects 

Senior Programme Officer - Health 

• » 

Overseas Development Administration, the bilateral donor agency of the United 
Kingdom, is funding a number of poverty reduction projects in India and is looking 
for a Senior Programme Officer - Health to join their Delhi office. 

Specific responsibilities will include overall management of health components of 
the Slum Improvement Projects, development of strategic and operational strategies 
to improve health care in project cities, organisation of operation research, identification 
of training requirements for project staff, supervision of regular consultancy support 
and advise on the policy aspects of health programming including formulation of 
strategies for the long term sustainability of quality services developed. 

Person Specification 

The successful applicants will have, as minimum qualification, a Masters level degree 
in health related subject, and at least five years experience of working at a senior 
level in a health project or programme. Preference will be given to candidates who 
can demonstrate their experience and understanding of the opportunities and constraints 
of working in the health sector with a variety of project partners, who have proven 
project planning and management skills. The successful candidates will have excellent 
communication and facilitation skills, be self starters and good team players. Experience 
in working with international agencies would be an advantage. 

Terms and Conditions 

The contract for the position is initially for two years, with a three month probationary 
period. Remuneration will be in the order of Rs 18000 • Rs 27000 per month (inclusive 
of benefits) depending on experience. 

Application forms and detailed terms of reference for the position is available 
from Mr Manium, ODA Projects Office, B2 Anand Niketan, New Delhi • 110 021. 
Tel 6676379/6875973. Closing date for completed application forms is 21 June 1995. 
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Tabu 3^: Cbbsau (^pcimMNT» Offtake, Stdcic$> 


*000 Tonnes 

Year 

Apr-Jtin 

JUl^Sep pct-Dec Jan-Mar 

Total 

Rice 






Procurement 

91/92 

UI9 

609 S880 

2836 

10444 


92/93 

991 

857 6681 

4193 

12722 


93/94 

1319 

923 8065 

3875 

14182 


94/95 

1366 

787 6337 


8490 (Up to Nov) 

Offtake 

91-92 

2462 

2M7. 2655 

2289 

10053 


92/93 

2331 

2m 2217 

2305 

9444 


93/94 

2120 

2242 2452 

2148 

8962 


94/95 

1826 

2203 1239 


5268 (Up to Nov) 

Stocks (end of) 

91/92 

9859 

6995 9292 

9754 



92/93 

8381 

5825 9500 

11041 



93/94 

10442 

8133 11954 

14652 



94/95 

14418 

11649 17161 


(End of Nos) 

Wheat 






Procurement 

91/92 

7745 

7 0 

0 

7752 


92/93 

6358 

21 0 

0 

6379 


93/94 

12785 

18 0 

0 

12835 


94/95 

11841 

27 0 


11868 (Up to Nov) 

Offtake 

91/92 

2006 

2258 2225 

2298 

8787 


92/93 

1905 

2096 2015 

1679 

7695 


93/94 

983 

1326 1825 

1915 

6049 


94/95 

1011 

1066 800 


2877 (Up to Nov) 

Stock (End oO 

91/92 

11037 

8635 .5434 

2351 



92/93 

6730 

4543 3513 

2975 



93/94 

15220 

13936 11095 

7283 


f 

94/95 

16707 

15688 14384 


(End of Nov) 

FtHHififiain SUK'ks (Thousand Tonnesi 





1991-92 

1992-93 

1993-94 1994-95 

_Per Ceni Chance_ 

_ M _ 

(1) 

(2) 

(3) 

(4) 

(2/1) (3/2) (4/3) 



■QSQI 


25968 

-22.4 36 5 32 7 





11889 

-26 1 61.2 20.0 





11313 

-28.1 74.4 18.8 


19309 



11302 

-30.2 86.5 24.5 



■uSI 


29945 

-32.6 102.3 25 6 

September 

15730 

10391 

22591 27457 

-33.9 117 4 21.5 

October 

14938 

11203 

22777 31365 

-25.0 103.3 37.7 

November 

14605 

II8I7 

22786 31602 

-19.1 92.8 38 7 

December 

14735 

13194 

2.3516 


-10 5 78.2 

January 

14445 

14182 

23563 


-19 (>6 1 

February 

I340I 

14452 

22967 


7.8 58.9 

March 

12105 

14692 

22179 


214 51.0 


Source. Selected Economic Indicators (Ministry of Finance) 


Poverty in the 1980$. Evidenbe^ Ariel^ts* ) 
There the base period consumption basket 
has been maintained as before; when poverty 
line is defined as Rs 49.09 in the rural al^ 
Rs 56.64 in the urban area. Then at the All- 
India level two alternative estimates of 
headcount rattocan be derived: (i)an estimate 
based on the all-India poverty line and the 
all-India size distribution of PCTE, and (ii) 
the population weighted average of state- 
specific headcount ratio using state-specific 
poverty lines and state-specific size 
distributions of PCTE. The estimate (i) can 
be shown to be equivalent to the population 
weighted average of state specific h^count 
ratios using a uniform all-India poverty line 
for each of the states and state-specific size 
distributions of PCTE, Consequently, the 
difference between estimates (i) and (ii>boits 
down to the use of a uniform poverty line 
across states in (t) and state-specific price- 
adjustment factors in (ii) the price data used 
for updating the poverty line or consumer 
price index for agricultural labour (CPIAL) 
for rural and the combined price relatives 
data for consumer price index of industrial 


Table 37. Absolute Poverty in East Asia. 
1970-90 


Region 

Incidence Per Cent 

Poor 

(Million)^ 

1990 

1970 

1980 

1990 

East A.sia 

35 

23 

10 

180 

China 

33 

28 

10 

100 

lndone.sia 

60 

.29 

15 

27 

Korea 

2.3 

10 

5 

2 

Malaysia 

18 

9 

2 

0.4 

Philippines 

35 

30 

21 

13 

Thailand 

26 

17 

16 

9 

Indn-China 


- 

20 

25 


Source' Johansen (1993), 


Table 36: Major Macro-Economic AtiOREi.ATEs 


GDP at current market price 
GDP at constant market price 
(Growth over time) 

Investment at current price 
Investment at constant price 
(Growth over tiine> 

Fiscal deficit (per cent of GDP) centre 
Fiscal deficit (per cent of GDP) suite 
Total private consumption at constant 
price (Growth over time) 

Public consumption at constant price 

Domestic saving at current price 
(per cent of GDP) 

Household saving per cent of GDP 

Corporate saving per cent of GDP 

Govemmefit saving per cent of GDP 

Pdreign saving per cent of GDP 


Marginal saving 
ICOR 


1986-87 

1987-88 

1988-89 

292949 

333201 

395779 

185250 

194085 

213346 


(4 8) 

(9.9) 

63427 

78572 

99456 

3!S275 

41838 

501.36 


(18,6) 

(19 8) 

9.0 

8 1 

7.8 

3.2 

3.4 

29 

130262 

135129 

143468 


(3.7) 

(6.2) 

20849 

22660 

23868 


-:8 7) 

(S.3) 

57072 

71747 

87152 

(19.48) 

(21..53) 

(22.0) 

43858 

587.34 

70320 

(14.97) 

(17.63) 

(17.77) 

5212 

5790 

8731 

(1.78) 

(1.73) 

(2.21) 

8002 

7223 

8101 

(2.73) 

(2.17) 

(2.05) 

63.55 

6825 

12304 

(2.17) 

(2.05) 

.(3.56) 


1989-90 

1990-91 

1991-92 

456820 

533324 

6154,37 

227367 

239245 

241443 

(6.6) 

(5.2) 

(0.92) 

121838 

145731 

145434 

53120 

59088 

525.30 

(6 0) 

(11.2) 

(-11.1) 

7.8 

8.4 

5.9 

3.4 

3.5 

3 1 

149738 

1.55641 

158178 

(4.4) 

(4.0) 

(1.6) 

25215 

26069 

25914 

(5.6) 

(3.4) 

(-0.6) 

1095.59 

127535 

142479 

(23.88) 

(23.91) 

(23.15) 

90307 

108219 

115524 

(19.68) 

(20.29) 

-(18.77) 

11829 

14214 

J62I5 

(2.58) 

(2.66) 

(2.63) 

7423 

5102 

10740 

(L62) 

(0.96) 

(1 75) 

12270 

18196 

6236 

(2.67) 

(3.41); 

,00) 


^^9 

3.6 


1992-93 1993-94 1994-95 

702829 786355 911385(E) 

252549 261320 275431(E) 

(4.8) (3.5) (5.4)E 

154451 160642 

51908 50649 

(-1.2) (-2.4) 

5.7 7.5(RE) 6.0(BE) 

3.0 

160392 166833 

(1.4) (4 0) 

26769 28832 

(3 3) (7.7) 

140635 158493 

(20.00) (20.16) 

108938 125396 

(15.50) (15.95) 

20804 31153 

(2 95) (3.96) 

10893 1944 

(1.55) (0 25) 

13816 2149 

(L97) (0.27)^ 

nT 

74 


Source: NAS. 

Itrnelms mi 











waiters (CPIIW) and for iKm<*manual 
employees (CPfNM) for oit»an areas. This 
is almost simitar to the one recommended 
in the report of Export Group on Estimation 
of propeities end numberof poors, submitted 
in July 1993. However, the report has not 
yet been accepted by the government. 

In our present analysis, we concentrated 
on the estimate based on the all-lndiapoveny 
line and the alMndia suce distribution of per 
capita total expenditure and price delluiur 
of CPIAL for rural and weighted average 
of (CPINM) and (CPflW) for urban without 
going into disaggregated price dellatorVor 
estimating the relevant price vis-a-vis the 
consumption population around poverty tine. 

Notes 

(The article draws on the estimates of poverty 
givenby the author in a paper. 'Recent Economic 
Refonm and Their Impact on the Poor and 
Vulneroble Sccitons of the Society (inimeo). 
presented ot u seminar organised by the Indo- 
Dutch programme on Alternatives in 
Development. The Hague. November 29-.^0. 
1994.1 

f Latest CSOs Quick Estiinatc.s disclosing u 
significant decline in household saving rule 
since 1990*91 in u way supports this 
hypothesis. 

2 It is comparatively safe to use alMndia sample 
but u.sing of state sample for calculation of 
statcwise poverty cKtiinutcs should be 
preferably avoided. 

if however, this reduction in subsidy could 
have been achieved by plugging the leakages 
to rich farmers, and pruieciing the ulloculion 
to the poor, then ihe likely adverse effects 
could have been less. 

4 The low rate of disbursement is largely 
reflecting the slowing down of govermi>ent’s 
restructuring and closure programme und 
poor progress under HOF. 
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Employment: The East and Southeast A.sian 
, Expenence. ILO/UNDP Project Paper No 
7. July. 

Mishra, S N (nd): The Need for Land Reforms 
for Poverty Removal in the Tribal Areas of 
North-East India. 

Mukherjee. Amttava (1994): Structural 
Adjustment Programme and Fatfd Security: 
Hinifier and Poverty m India. 

Mundic. Sudipto (1993): 'Unemployment and 
Financing of Relief Employ inem in a Period 
of Stabilisation* India. Economic 

and Political Weekly. January 
Nadkarni. M V (1993): Macro Economic 
Policies. Environment and Poverty. 
Presentation Paper at the ADB-ISEC Round 
Table on Poverty Reduction Policies und 
Strategies in India. December. 

Naguruj. R (1994): 'Employment and Wages 
in Manufacturing Industries - Trends. 
Hypothesis und Evideiice'. Eutwmu and 
Political Weekly. January 
Nanjunadappa. D M (nd): Rote of the State in 
Poverty AHeviatimi: A Brie} Note. 
NCAER and Friodrich'^Nauinunn-Stifrung 
(1993): Structure and Promotion of Small 
Scale fndusirie.s in India - Les.um$forFumre 
Devehtpmeni. New Delhi. December. 
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,N^ituiiit«si/S(tid);(/r^ De|^i« 5^pteftYber , Poverty in india^ 1*070*7! to i9HH^ 

Poiivieit and Pro<f(rammes of the Rno. V M (iid): Future OireviUmtt m Poverty 89, ARTEP working paper« December. 
Goveimsnent, MIDs. Medras. Redurthot: Polines and ProftrotHtnes for ThomuR, Vinod and Ajay Chibber (»d); 

Ninan, K N <I994J: ’^Poverty and fnuuine the Rural Poor'-- Some Pointx for Re,stru<'turinf( Economies in Distriesx,Poiky 

Dtstrihuiton in India*. Economic and Disvusst4m. Rejonns and the World Bank, A W<itrld 

Political Weekly, June 18. Rohidikar. R S (1993): Dtscussum on Poverty Bank publicalion. 

Paithasoruthy, G (nd): Stroiefty for Poverty Reduction Policies imdStratenies: The Role Vashishtha. Prem S (1994): Sympo,dkm m 

Alleviation intheCmttextofUheraliutUon: of the Sandur Manganese and Iron Ores Eituiiy in Economic Development: India^ 

A Note, UnutedlSMIOHE}, Institute forSoeia) and Theme Paper. NCAER, November 

Paul, Salya (1993): * Unemployment in India, Economic Change. December . Vyas, V S (1993): ’New Economic Policy and 

Temporal and Regional Variations*. Roy, VimVjcx (ndV. Role of NOOs and Private Vulnerable Sections. Rationale for Public 

Economic and Political Weekly. October Sectors in Poverty Reduction. Intervention*. Economic and Political 

Planning Commission (1993): Report of the SuWUh.T R{\99^): Poverty Reduction Policies Weekly, March. 

Expert Group on Estimation of Protwrtion and Strategies. Summary of Presentation at Weeks. John (1994): Macroeconomic Policies 

and Number of Poor, Perspective Planning the Round Table Discussions on the Poverty for Employment Generation: Africa ,Sou(h 

Division, Government of India, New Delhi. Reduction Policies and Strategies. .SVduiro. ILO\UNDP Project Paper No 

July. December. f>, June. 

- (^994); Report of the Study Group on the Sen, S R (1993) 'Stagflutton. Unemployment World Bank/IFC (1989): India: Livini^ 

Concepts and Estimation id Poverty Line, and Oligopoly'. Economic and Political Standards Improvement Studies Project, 

Perspective Planning Division, Government Weekly, Augii.si September. 

of India. New Delhi. Suhramunium, Shankui and Angus Deaton World Bank/IMF (1994): Pw/j'cr/wjif//ir* 

- (nd): A Note on Scheme.x/Prof(rammes Aimed (1992)' The Ikmandfor Food and Cali»ries: During Periods of Adjustment, Development 

at Poverty Alleviation, Kuru\ Dcve\opmcn\ Further Evidence from India, February. Committee. USA. 

Division. New Delhi Swuimnuthun. Mudhura (1994): Economic World Bank (1989): India: Poverty, 

Rao. K Madhava and D Subburao (1994)' Development. Structural Adjustmem and Employment and Social Services, World 

Poverty Raiio as u Variable in the Anti-Poverty Programmes in India. Bank country study. 

Devoluiion Formula', Eamomn and Background Fa|>cr for UNDP conference on -(1991): Report on Support for Small and 

Political Weekly. May Sustainable Human Development, Medium Industry in ,Selected Countries, 

Rao. M Govinda and Arindam Das Gupta September (mimeographed). Vol 1. Washington, D C. 

l\99\): Interftovernmenuil Tran.\fers o.K on Tendulkar. Suresh D (nd): Macro Economic - {\99y): India. Sector Adjustment Credit pfr 
Instrument ht Alleviaie Poverty. National Policies and Poverty Hcductum Strenathcninn the Social Safety Net: The 

Institute of Public Finance and Policy. New Tendulkar. Suresh D. K Sundiirum and L R Jam National Renewal Fund. 


CENTRE FOR DEVELOPMENT ECONOMICS 

The Centre for Development Economics (CDE) was set-up in 1992 as a non profit organisation at the Delhi 
School of Economics with the prime objective of “supporting fundamental and policy research in economics”. 
In addition to providing various facilities to its members, and organizing seminars/workshops COE also invites 
scholars from India and abroad as visitors for varying lengths of stay at COE. Most of the visitors so far have 
been for short periods of stay. We now want to expand this programme by inviting visitors for longer stay 
(3 months to a year) so that they can complete a specific project and also effectively interact with members 
of COE and other acadetnics at the Delhi School of Economics, other departments of the University of Delhi 
and academic institutions in Delhi. 

A scholar in residence at COE will normally be provided with a mutually agreed fellowship. Secretarial and 
research support will also be provided as required by the visiting scholar. Apart from carrying on with 
his/her individual research work the scholar may participate in teaching programme at the Delhi School of 
Economics and, wherever feasible, in projects jointly undertaken by members of COE. Every scholar is also 
expected to conduct one or more research workshops in his/her area of specialisation besides giving a seminar 
during his/her stay at CDE. 

intereated scholars may please send CV along with (a) research plan, (b) intended.period and length of stay, 
and (c) copies of recently completed/published research work of the following. 

Managing Director Phone : 7257005 

Centre for Pevelopment Economics Phone & Fax : 7257159 

Delhi School of Economics E-mail : officeOcdedse.emet.ln 

We shall be glad to provide any other information on request. 
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Oman International Banks.Ajo.G. 


BALANCE SHEET OF THE INDIAN BRANCHES 
OP OMAN INTERNATIONAL SANK S.A.O.G. 
AS AT 31 MARCH, im * 


Schedule 

No. 


As on 
31.03.95 
Rs. 



PROFIT AND LOSS ACCOUNT OF THE INDIAN 
BRANCHES OF OMAN INTERNATIONAL BANK 
SA.O.G. FOR THE YEAR ENDED 31 MARCH, 1995 


Schedule 

No. 


Year Ended 
31.03.95 
Rs. 


Year Elided 
31.03.94 
Rs. 


CARTALAND 


Cipilal 

Reaervea and Surplus , 

Deposits 

Boitowiiigt 

OteUsAdUtiesand 

ftoviakms 

TOTAL 


ASSETS 

Caili and balances with 
Reserve Bank of India 
Balanoes with Banks and 
money at call and 
ahoftnodoe 

Advances 
Fixed Assets 
Other Assets 

TOTAL 


Contintent UabUitieB 
BSIs for collection 

Principal Accounting 
Pdicies 

Notes to Accounts 


1 50.36L934.00 50.361,934.00 

2 105.979,012.49 92,157,139.46 

3 1,643,016.548.22 1,679.790,038.41 

4 343.92U48.21 170,472,284.44 

5 157.275,280.06 173,682,040.96 

2,500.554,022.98 2.166,463,437.27 


6 166,540,358.95 148,849.925.16 


47,899,188.29 
519,765,972.50 
1.622,975.475.30 
. 34.787,400.42 
108,585,627.52 


67,750,334.87 

515.216,972.50 

1.29],327.801.22 

38,325,308.95 

104,993,094.57 


2,500,554.022.98 2,166,463,437.27 


12 4,779,878,868.20 1,710,134,231.26 

651.145,910.00 381,610,119.00 


L INCOME 
Interest earned 
Ocher Income 

TOTAL 

a EXPENDITURE 
Interest expended 
Operating Expenses 
Pmvisions and 
contingencies 

TOTAL 

m. PROFlT(LOSS) 

Net Profit for the year 
Profit brought forward 

TOTAL 

IV. APPROPRIATIONS 
Transfer to statutory 
reserves 

Transfer to remittable 
surplus retained for 
capital adequacy 
recrements 
Ratted to Head Office 
Balance carried over to 
Balance Sheet 

TOTAL 


Principal Accounting Policies 1.7 
Notes to Accounts 18 


13 305,316,483.70 260,006,820.61 

14 28,427,335.17 41,022,473.89 


333,743,818.87 301,029,294.50 


124,030.109.87 

50,491,850.08 



319,921.946.34 


13,821,872.53 

43.021.760.95 


108,272,715.62 


282.794,675.57 


18,234,618.93 

28.434.065.81 


56,843.633.48 46,668,684.74 


2,764,374.50 

43.021.759.50 

Nil 

11,057,499.48 


56.843.633.48 


3.646.923.79 


43.021,760.95 


46.668,684.74 



/ 

Notes and schedules to the accounu form an integral part of the 

TMs is the Bahuioe Sheet referred to in our report of even date. 

Notes and schedules to the accounts form an integral part of the 
Prefit and Loss account. 

This is the Profit and Loss account referred to in our report of even date. 

SHARPRTANNAN 

Chartered Accouaiants 

By the hand of 

For Oman International 

Bank S.A.O.G. 

SHARP RTANN AN 
Chartered Accountants 

By the hand of 

PorOnua iateiaadoaiil 
BaaicS.A.0.0, 

Sil~ 

M.P.NAftSANO 

Sd/. 

S.SBBIHARAMAN 
Cauany Maoiier — iadia 

Sd^ 

M.P.NARSANG 

PSitper 

5d/- 

ISEBTHARAMAN 
Gosmiiy ManepsTIndia 

9aabt9 

Dmp 4; M^r 27.1993 

, .. ... - . 

BondNiy 

pteBd:May27,1995 

! 
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s 

n 

SCHEDVIMS FORMING PARTOF THE BALANCE SHEET 

' ' ' 

As on 
31.03.95 
Rs. 

As on 
31.03.94 
Rs. 

. ■ ' ' ' 1 

As on 
31.03.95 
Rs. 

As on 
31.03.94 

Rs. 

Schedule 1—Capital 

CAPITAL 

Includes an amount of 

Rs. 2.000.000/-(P Vended 
31-03-94—Rs 2.000.000/-) 
brought in by way of start 
up capital 

50.361.934.00 

50.361.934.00 

Schedule d-^BorrowhigB 

I. Borrowings in India 

i) Reserve Bank of India 

ii) Ocher Banks 

iii) Other Institutions and 
Agencies 

IL Borrowings outside India 

268,080.000.00 

55.000,000.00 

17,255,700.00 

3,585,548.21 

133.600.000.00 

7.500,000.00 

27,116.402.16 

2.255,882.28 

(Refer note below) 



TOTAL 

343.921.248.21 

170,472.284.44 

TOTAL 

50..361,934.00 

50.361.934.00 

Secured borrowings included in 

1 and 11 above—Rs. Nil 

Schedule 5-^Other Liahllitks 
and Provisloiis 

I. Bills Payable 

II. Pbnds from Head OfBoe (*) 

III. buer-Offioe Adjustments (net) 

IV. Interest accrued 

V. Others (including Provisions) 



Note: Amount of deposit kept with 
section 11(2) Banking Regulation 
(P. Y. Rs. 33.000.000) 

Schedflle 2^Reserves 
and Surplus 

1. Statutory Reserves 

Opening Balance 

Additions during the year 

the Reserve Bank 
Act. 1949 is Rs. 3(S 

29.986.434.03 

of India under 
».500.000 

26,339,510.24 

13,629,854.44 

32,754,181.14 

22.771.074.48 

64,723,433.72 

23.396.736.28 

9,276.357.75 

32.754.181.14 

22.226,710.13 

47,096,050.19 

62,328,741.75 

2.764.374.50 

3,646.923.79 

TOTAL 

157,275.280.06 

173,682,040.96 

Deductions dunng the year 

32,750,808.53 

NU 

29.986.434.03 

Nil 

* Note: Ptands from H.O. represent remittanoes received for stait-up 

32.750.808.53 

29,986.434.03 

cApnucii, ocAiuuiiuun ui pronuscs anu iiaqu osims. 


11. Revaluation Reserve 

Opening Balance 

Added back during the year 

19.148,944.98 

Na 

18,957.454.99 

191.489.49. 

with Reserve Bank of India 

I. Cash in hand 
(including foreign 
cuirency notes) 

II. Balances with Reserve Bank 



Deductions during the year 

19.148.944.98 

Nil 

19.148.944.48 

Nil 

2.474.316.91 

3.108,172.24 


19.148.944.98 

19.148.944.48 

III. Remittable surplus 
retained for capital 
adequacy requirements 
Opening Balance 



of India 

i) In (3ufTem Account 

ii) In other accounts 

164.066,042.04 

NU 

145.741,752.92 

NU 

Nil 

Nil 

TOTAL 

I66.540.3S8.9S 

148,849,925.16 

Additions during the year 

43.021.759.50 

Nil 

Schedule 7—Balances with 
Banks and Money St Call 
and Short Notice 

1. In India 

i) Balances with banks 

a) In current accounts 

b) In other deposit 
accounts 

ii) Money at call and 
sfaoit nodoe 

a) Wkhbttiks 

b) With other insdtudons 



Deductions during the year 

43.021.1^30 

NU 

Nil 

NU 



43.021,759.50 

Nil 



IV.Balance in Profit and Loss 
Account 

11.057,499.48 

43.021.760.95 

37.636.952.46 

15.740,425.23 

TOTAL 

105,979.012.49 

92.157,139.46 

Schedule 3—Hcposils 

A. 1 Dennand Deposits 

i) RomBariks 

ii) PriMnOth^ 

11 Savii^ Bank Dcj^its 

Nil 

279.899.993.44 

186.409.183.70 

Nil 

261,447.670.61 

104399.099.77 

NU 

NU 

NU 

Nil 

NO 

NU 

in Teiro Deposits \ 

i) Rom Banks \ 

ii) PromOthers \ 

194.786,250;00 
1.181.921,121.08 

, 193,652.750.(10 
if.I20J090.518.03 

TOTAL 

37,636,952.46 

15,740.425.23 

II. Outside India 

i) In Cunent Aoccmnts 

ii) In other deposit accounts 

iii) Money at ^1 and abort 

10,262.235.83 

Nil 

NU 

52.009.909.64 
. NU' 

TOTAL j 

i,843,0i«,54«12 

1,679,790,(»8.4i 

B. i) Deporits of branches 
in India , 

ii) Deposits of brnnehes 
outside India 

1.843.016,548.22 

1.^79.790.038.41 

NU 

Nil 

NU 

TOTAL 

10.262,235.83 

52,009.909.64 

TOTAL 

1,84^016,548.22 

1.679.790.038.41 

ORANDTOTAL 

47.899,188.29 

67.750.334.87 
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Oman Intieniatioiial Bank.s.A.o.G. 


SCHBDVLBSFORmHGFAKTOFTHEBAIANCBSHBET 



At on 
31.03.95 
Rf. 


482.993,972.50 

20.000.000.00 

472.000.00 

(472.000.00) 

1.972.000.00 

14.800.000.00 


519,765.972.50 


I. hiivmmm kn Indlt 
0 Ooviimam Sacuritles 
U) Ollier aiiiM^vnd lecurltkt 
lit) 8»um 

Lett: ProvkifNi for 
^tantannion to fovetansn^ 
Iv) DebMune end Bondt 
v) Oliien 

Unlit 1964 Scheme 

TOTAL i 

IL Invettmenti ouitide India to j 

i) Oovemmeot Secuiittot | 
(tocitidtog local 
aulhoritiet) 

ii) Subeidtortot and/or joint 
venturea abroad 

to) Other invetimentt 
(ID be tpedfled) 

TOTAL 


GRAND TOTAL 519.765.972.50 515.216.972.50 


At 00 
31.03.94 
Rt 


493.244.972.50 

20.000.000.00 

472.000.00 

(472.000.00) 

1.972.000.00 

Nil 


515.216.972.50 


Schedule 9*—Advaaece 

A. i) Billi purchated and 

ditcoiWed 

ii) Cash crediti. overdrafts 
and loant repayable on 
demand 
to) Term loens 

TOTAL 

B. i) Secured tangible 

U) Covered by Bank/ 
Oovenunent (juarantees 
to) Unsecured 

TOTAL 

C I. Advances to India 

i) nriodty Sectors 

ii) Public Sectors 
to) Banks 

iv) Others 

TOTAL (A) 

n. Advances outside India 

i) Due from banks 

ii) Due ftom others 

a) Billt porchaaed and 

b) Syndicated loans 

c) Others 

TOTAL (B) 

<SKANDTOTAL(A) 4 (B)* (Q 


529.348.013.38 464.214.415 71 


531.620388.18 

562.007.073.74 


358.455.403.22 

468.657.982.29 


1.622.975.475.30 1.291.327.801.22 


11.506.814.475 30 1.091.472.801.22 


Nit 

116.l6l.000.00 


59.213.000.00 

140.642.000.00 


1.622,975.475 30 1.291.327.801.22 


658.136.00000 

Nil 

Nil 

522355.327.30 

1.180.691.327.30 

Nil 


4423S4.148.00 

Nil 

NU 


442mi48.00 




458.900.000.00 

Nil 

Nil 

581.850.025.22 


1.040.750.02532 


Nil 

250.577.776.00 

NR 

NU 


250377.776.00 


13L327.S01.22 




SchadMle 1(L-Flzed AiMts 
1. Premises 

At cosi/revaluation 
Additiens on revaluation 
Deductions/adjusonents 
Depreciation to date 


11. Other Fixed Assett 
(including furniture and 
fixtures) 

At cost as on 31st 
March 1994(1993) 
Additions during the year 
Deductions during the year 
Depreciation to date 


Schedule ll--Other Asaets 

i. Inter-offioe adjustments (net) 

II. interest accrued 

III. Tax paid in advance/tax 
deducted at source 

IV. Stadoneiy and stamps 

V. Non-banktng assets 
acquired in satisfaction 
of claims 

VI. Others 

TOTAL 

Schedule 12—Contingent 

LtobUltica 

I. Claiins against the bank not 
acknowledged as debts 

II. Liability for partly paid 
investments 

in. Liability on account of 
outstanding forward 
exchange contracts 

IV. GuaiaiMBes given on behalf 
of constituents 

a) to India 

b) Outside India 

V Aceeptutoes, endoraemeiits 
and uther obligations 

VI. Other tans for which the 
benkiscQatingeiitly ItoUe 
UahiHtiesonbilltof 
exchange rediscounied 

TOTAL 


As on 
31.03.95 
Rs. 

At on 
31.03.94 

Ri 

24.348.000.00 

Nil 

Nil 

(2.727.784.14) 

24.348.000.00 

Nil 

Nil 

(1.515,435.65) 

21.620.215.86 

22.832,364 33 

25.941.543.88 
2.163.902.34 
(132.976 96) 
(14.805.284 70) 

15.802.191.S3 
12.394.728.98 
(2,255.376 63) 
(10.448.799.28) 

13,167.184.56 

13.492.744 60 

34.787.400.42 

38.325.308 95 

Nil 

27.881.195 29 

Nil 

38.464.688 84 

Nil 

Nil 

Nil 

Nil 

Nil 

80,704,432.23 

Nil 

66,528,405 73 

108.585.627.52 

104.993.094.57 

Nil 

Nil 

Nil 

Nil 

3,735.905.14400 

912,164.975.00 

410.633.843.85 

NR 

384.176319.19 

Nil 

589,049.88035 

386.755.869.07 

44390,000.00 

27,036.468.00 

tsmsm 

I.710.I3433136 
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SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT 


Year 

Year 


Year 

Year 


Ended 

Ended 


Ended 

Ended 


31.03,95 

31.03.94 


31.03.95 

31.03.94 


Rs. 

Rs 


Rs 

Rs 

SclMdulc 13—-iBtenst Earned 



Schedule 15—Interest 
Expended 



1. Interest/discount on 






advances/bills 

219,171,813.15 

198.983.366 09 

I. Interest on deposits 

120.756.903.43 

99,465,325.30 

n. Income on investments 
ni. Interest on balances with 

69.563.490.86 

43.250.572 00 

II Interest on Reserve Bank 



Reserve Bank of India and 



of India/inter-bank 



other inter-bank funds. 

16.526,330.69 

15,657.672.19 

borrowings 

.35,229,782.74 

22.642.272.84 

IV.ahers 

54,849.00 

. . 

2,115,210 33 

III Others 

1,692,884.12 

1,922,511 73 

0 



TOTAL 

305,316,483.70 

260.006.820 61 


157,679.570.29 


TOTAL 

124.030.109.87 







Sdieduie 14—Other Income 



Schedule 16—Operating 
Expenses 



I. Commission, exchonge and 

22,621,373.91 


I. Payments to and provisions 



brokerage 

17.327,426.64 

for employees 

7.995.948 31 

7,189.489.56 

11. Profit on sale of investments 

0.00 

12.450.471.00 



Less: Loss on sale of 
investments 

3.682.140.00 

5.471.826 00 

II. Rent, taxes and lighting 

14.132.681 81 

1,572,981.63 

7,718,412.87 

696,225.83 




Ill. Pnnting and stationery 


(3.682.140.00) 

6.978.645 00 




III. Profit on revaluation of 



IV. Advertisement and 



investments 

Less: Loss on revaluation of 

Nil 

Nil 

publicity 

2.975.565.15 

4,328.888.32 

investments 

Nil 

Nil 

V Depreciation on bank's 
property 

5,663.324 47 l 

3,827,730.38 


Nil 

Nil 

IV. Profit on sale of land. 


VI. Director's and LAB fees. 


216,705.81 

buildings and other assets 

19,557.85 

24,998.00 

allowances and expenses 

419,707.95 

Less; Loss on sale of land. 

Nil 

Nil 

VII Auditor’s fees and 



buildings and other assets 

expenses 

231,222.75 

215,855.00 


19,557.85 

24.998 00 

Vlll. Law charges 

988.176.20 

663.418.59 

V. Net Profit on exchange 


16,406.790 53 

IX. Postages. Telegrams, 



transactions 

7.394,988.03 

Telephones etc. 

4.921.898.23 

4,521,481.45 

VI. Income earned by way of 





dividends etc. from 
subsidiaries/companies 



X. Repairs and maintenance 

279,159.23 

467,149.90 

and/or joint ventures abroad/ 
in India 

Nil 

Nil 

XI. Insurance 

1,334,953.60 

1.113,01846 

Vn. Miscellaneous Income 

2,073,555.38 

284.613.72 

XII. Other expenditure 

12.328,639.80 

19.533.473.91 

TOTAL 

28.427.335,17 

41,022,473.89 

TOTAL 

52,845,259 13 

50,491,850.08 




* 
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Sehcdnle 17-—Prlodpal accoantlng polidfifi fofmlng part of the accounts for the year ended 31 March, 1995 
i) Oenerai: 

The accompanying financial statements have been prepared on the historical cost basis and conform to the statutoiy provisions and 
practices prevailing in the country, 
li) Transactions involving Foreign Exchange: 

(a) Monetary assets and liabilities have been translated at the exchange rates prevailing at the close of the year 

(b) Income and expenditure items have been translated at the exchange rate ruling on the date of the transactions. 

(c) Frofit or loss on forward contracts have been accounted for on accrual basis, 
ill) Investments: 

In accordance with the guidelines issued by the Reserve Bank of India the investments of the Bank have been bifurcated into “Permanent 
Investments'* ~ which are normally held upto the date of maturity and ^'Current Investments** - which need not be held upto the date 
of maturity. 

In respect of Permanent Investments the difference between the redemption value and cost of acquisition of the Investment is accrued 
as loss over the period upto the date of redemption. In respect of Current Investments other than Trcasuiy Bills the same are valued 
at cost or market value whichever is lower. The loss on revaluation is charged to revenue. 

Treasury Bills arc valued at cost. The Market value of other Current Investments is R$ 1.80 crores (Cost Rs. 1.48 croies). The Market 
value of ocher Current Investments has been worked out as per the guidelines recommended by the Reserve Bank of India. 

IV) Advances: 

a. Provision for Doubtful advances is based on the classification into '^performing** and “non-performing** assets in accordance with 
Reserve Bank of India guidelines. Provision for non-performing assets is made as under: 


Sub-standard assets 
Doubtful assets 

Loss assets 


10 % of net advance 

1(X) % of the unsecured portion and 20% to 50% of the net secured portion 
depending on the period for which the asset has remained non-performing 
100 % 


The provisions so required by the Bank have been made after considering the provisions existing in the books of the Bank as at the 

end of the Previous Year. 

b. Provisions in respect of doubtful advances have been deducted from advances 

c. Provisions have been made on a gross basis. Tax relief which will be available when the advance is written off will be accounted 
for in the year of write-off. 

d. Interest on advances classified as non-performing* has been credited to Interest Suspense account as specified under the guidelines 
issued by the Reserve Bank of India. Advances are reflected at net of interest suspended. 

Fixed Assets: 

a Fixed Assets other than Premises have been accounted for at their historical cost. Premises have been considered at theu- revalued 
cost 

b. Leasehold Premises have not been capitalised. Lease rentals paid during the year have been charged to revenue account. 

c, Depreciation has been calculated on a straight line basis to write off the cost of fixed assets over the expected useful lives of the 
assets duly certified by the management. The principal periods used are: 


Premises 

Furniture and Fixtures 
Equipment 
Motor Vehicles 
Computers 


25 years 
5 years 
5 years 
5 years 
5 years 


The depreciation on additions to Fixed Assets made during the year has been charged on the basis of completed months following the 
month in which the additions are made. The depreciation provided on the above basis is higher than the depreciation comput^ in 
accordance with Schedule XIV of the Conqmnies Act. 19^. 

d. Depreciation including additional quantum of depreciation on revalued assets has been charged to the Profit and Loss account 

vi) Staff Benefits: 

a. Contributions to Gratuity Fund have been made on an accrual basis on the computation by the management of the Bank* A separate 
Fund for Gratuity has been created which has been recognised by the Commissioner of Income Tax. 

b. Contributions to Superannuation Piind have been made under Group Insurance Scheme of Life Insurance Corporation of India. An 
application for the approval of the Fund has been made to the Commissioner of Income Tax which is await^. 

vii) Net Profit: 

The net profit disclosed in the Profit and Loss account is after considering: 

a. Provisions for taxes on income in accordance with statuiory tequiremenis. 

b. Pifoviiion for doubtful adifanoes. 

c. Office Admsnisuntjve Expenses to the extent estimated to be allowable under Section 44C of the Income Tax Act, 1961. 
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Oman International Banks.A.o.c. 


SdMiile 18—^Notes fonning pari of tlie accounts for the year ended 31 March, 1995 

1. The Bank has been served with a Notice of Demand relevant to the Assessment Year 1992-93 of Rs 2.67 crores from the Income 
Tax authorities. The Bank has preferred an appeal before the appropriate authorities. Based on certain documentary evidence which 
has been filed while making the appeal and also considenng certain matters which, in previous assessments have been decided in 
the Bank*s favour, the Bank is hopeful of a fjivourable appeal order reducing its Income Tax liability substantially. The Income Tax 
provision presently held by the Bank is considered adequate to meet its tax liability. 

2. On the basis of the Valuation Report of the approved valuer, the Bank has revalued its Office Premises in a commercial Co-operative 
Society on 31-12-1992. The increase in value of the Premises arising out of the revaluation has been transfened to Capital Reserve 
under the head ^'Revaluation Reserve*'. 

3. Current year's figures are not compatable with those of the previous year, since the previous year’s figures include Cochin Branch 
operations only for part of the year 

4. Figures of the Previous Year have been regrouped/rcarranged wherever necessary. 


SHARP &TANNAN 
Chartered Accountants 
By the hand of 
Sd/- 

M.P.NARSANG 

Paitner 


Signatures to Schedules *'1*' to "18” 


For Oman International Bank S.A.O.G. 
Sd/- 

S Seetharaman 
Country Manager—India 


Bombay 

Dated: May 27, 1995 


Auditors’ Report on the Indian Branches of Oman International Bank S.A.O.G. 


We have audited the attached Balance Sheet of the Indian Branches of Oman International Bank S.A.O.G. as at 31 March, 1995 and 
also the annexed Profit and Loss Account of the Indian Branches of the Bank for the year ended on that date, in which arc incorporated 
the returns from Cochin Branch, audited by us. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of sub-sections (1), (2) 
and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 1956, the Balance Sheet and the Profit and Loss Account, 
are not required to be and are not drawn up in accordance with Schedule VI to the Companies Act, 1956. The accounts are therefore, 
drawn up in conformity with Forms 'A* and 'B' of the Third Schedule to the Banking Regulation Act, 1949. 

We report that in accordance with sub-section (3) of Section 30 of the Banking Regulation Act, 1949: 

(a) We have d>tained all the information and explanations which to the best of our knowledge and behef were necessary for the purpose 
of our audit and have found them to be satisfactory. 

(b) The transactions of the Bank which have come to our notice have been, in our opinion, within the powers of the Indian Branches 
of the Bank. 

(c) In our opinion, proper books of accounts as required by law have been kept by the Indian Branches so far as appears from our 
examination of those books and proper returns adequate for the purpose of our audit have been received from the Cbchin Branch. 

(d) Tbe returns of Cochin Branch, have been properly dealt with by us. while preparing our report. 

(e) The Balance Sheet and Profit and Loss Account of the Indian Branches of the Bank dealt with by this report are in agreement with 
the books of accounU and the returns. 

(f) In our opinion and to the best of our tnfonnation and according lo the explanations given to us, the Balance Sheet and Profit and 
Loss Account, together with the notes thereon, give the information requir^ by the Companies Act. 1956. in the manner so required 
for Banking Ccmipanies and give a true and fair view of the state of affairs of the Indian Branches of the Baidc as at 31st March, 
1995 and of its profit for the year ended qp that date 


Bombay 

nmtd: May 27.1995 


SHARP &TANNAN 
C3iaiteted Accountant! 
By the hand of 
Sd/- 

M. P. NARSANG 
* Partner 
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ODA HEALTH & POPULATION OFFICE 


Health FMO: Three Project Officers 


The British Overseas Development Administration (OOA) is part of the British High Commission 
and is developing a number of major new projects in the Health and Population sector in 
India. The projects reflect a recent change in strategy with a focus on health systems 
development, improved reproductive health, and the control of major epidemic diseases 
(especially TB, malaria and HIV/AIDS). The projects are being developed on the basis of 
a participative, process appcoach, with an emphasis on ownership, sustainability and 
improving the effectiveness and quality of programme service delivery. The aid management 
of these projects will be handled by a new Health Field Management Office (FMO). 

The ODA is now planning to recruit three project officers to work in the Health FMO. The 
project officers will have a key liaison and coordinating role between the management units 
of the projects being developed and the FMO. The exact terms of reference for each project 
officer will vary, depending on which project or projects they are assigned to, but each officer 
will be responsible for the day-to-day contact between the FMO and the project(s), for taking 
a lead role in monitoring project activities, coordinating technical assistance, data collection, 
regular report writing and preparing briefings for other members of the FMO team. Substantial 
travel will be expected. The project officers will be a part of a small, multi-disciplinary and 
international team. 

Person Specification 

The successful applicants will have, as a minimum qualification, a Masters level degree 
in a health-related subject, and at least five years experience of working at a senior level 
in a health project or programme. Preference will be given to candidates who can demonstrate 
their experience and understanding of the opportunities and constraints of working in the 
health sector with a variety of project partners, and who have proven project planning and 
management skills. The successful candidates will have excellent communication and 
facilitation skills, by self-starters and good team players. Candidates with a background in 
reproductive health, health management, health systems development and STD/HIV/AIDS 
prevention may be at an advantage, as well candidates with previous experience of working 
with an international agency. 

Terms and Conditions 

The contracts for these positions are for two years in the first instance, with a three month 
probationary period. Remuneration will be in the order of Rs 18,000-Rs 27,000 (Inclusive 
of all benefits) depending on experience. 

Application forms and detailed terms of reference for these positions are available 
from Mr Manium, ODA Projects Office, B2 Anand Niketan, New Delhi - 110 021. 
Tel 6876379/6875973. Closing date for completed application forms is 21 June 1995. 
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TMsi I^irishad ami Pandiayat Samiti ElecficHis 

in Punjab 


Revival of Political Activity 

PS Verma 

The recent elections to local government bodies tn hinjah while initiatmji the process ofAkah units ha\e exposed the 
vulnerabilits of Reant Singh's government 


IF the village panchayat elections in January 
J993 were aimed at acquiring legitimacy, 
rebuilding people’s confidence and restor¬ 
ing democratic political process in the strilc- 
torn state ot Punjab the objective of the Zilla 
Panshad/Panchayat Samiti polls in Septem- 
ber-Octobei 1994, particularly according to 
the opposition parties, was to consolidate 
the position ot the ruling party in the state 
These parties alleged large-scale electoral 
malpractices The Akalis accused the ruling 
party o1 throwing overboard all democratic 
norms They termed these elections as a 
fraud which violated all democratic and 
normal values Although the Congress 
rejecicd these allegations as laisc and po¬ 
litically motivated the election ot an over 
whelming majority ot Congressmen as 
chairmen and vice-chairmen ol Pane has at 
Samitis and Zilla Panshads in contiast to 
the results of direct elections tor 40 per c^ni 
of the seats accorded some validity to the 
objections raised against the ruling party 
incidentally during the village panchayat 
polls in 1993 or the municipal elections in 
September 1992 oi the by-cicctions to the 
parliament and the slate assembly in M in 
1993 and May 1994 respectively such 
objections were found missing The broad 
impression that one could gather from the 
previous polls was that they had strengthened 
the process ot restoration ot democracy in 
the stale after a decade-long violence 1 his 
process had begun with the installation ot 
the Beam Singh government in February 
1992 However his government came to be 
ridiculed as a 'iQ per cent government’ 
becauseofthe limited numberot votes polled 
by the Congress during the 1992 assembly 
elections The polling was as low as 24 2 
per cent for the state assembly and 22 9 per 
cent torihc parliamentary seats Only 102 
per cent i c, 13,16,062 votes were cast to 
the Congress out ot a total ot 1,29JK,55H 
votes m the state However, in terms ol scats 
the Congressd) won as much as 74 4 per 
cent for the state assembly and 92 3 per cent 
tor Uik Sabha Thus, these polls although 
a turning point, fell lar short of gaming 
popular support ot ihc people as most ot 
them, particularly in the countryside siutyed 
indoors and did not participate in the voting 
process On account ol meagre polling, some 


critics called the slate assembly an apology 
lor a representative democratic body’* 
Right from the swcanng-in ceremony 
theretore the Congress was on a look out 
lor an opporuiniiy to remove this stigma 
In .SeptemhLr 1992 the municipal elections 
were held in winch 70 per cent ot the voters 
participated Since these elections were 
confined to iiiban areas they tailed to test 
the real popularity ot the government in the 
Sikh-domin iied countryside Therefore 
Beam Singh launched a mass contact 
piogrammc in the rural areas where the 
people witnessed public meetings alter a 
decade or so Subsequently in January 1993 
the ruling party went in lor the village 
panchayat elections in which over K2 per 
cent rural votci s panic ipated This was taken 
as a positive icsponsc to the Congress s all 
out ol tensive against militancy More than 
a majority ot the scats ot sarpanches and 
panches were won by the Congress backed 
candidates Be int Singh cl iimcd that 72 per 
cent ot the elected panches and sarpanches 
were Congicssiies His elaim was 
controveitcd by the Akalis and other rival 
parties but they tailed to disprove the tact 
that the C ongicss had perlotmcd better than 
the others The gams ot 1993 would never 
have been possible without the beleaguered 
state s [ctiim to normalcy undei the 
Icadershipol Beam Singh ITic record polling 
signified a break in the hitherto prevalent 
sense ot alienation among luial voters 
The results ot panchayat polls shocked the 
opposition parties particularly the Akalis 
who had earlier boycotted the Fchniary 1992 
assembly polls and had failed to emerge a 
formidable rival to the ruling party in the 
municipal and panchayat elections The 
Congress remained united and continued to 
maintain its winning spree in 1993 In the 
Jullundur parjiamentar/ by-elcction ot May 
1991, too the Akalis tailed to pose any 
serious challenge to the Congress which 
ifouiccd the Akali Dal (Badal) by a big 
marpn ot I 984 votes The * peace card* 
alone was sul ficicm to matntain the Congress 
hold Howcvci, subsequently, not only 
infighting emerged within the party but in 
the absence ot any major achievement its 
'‘peace i ard alsiv tailed to serve the electoral 
purpose In the two subsequent assembly 


by elections in May 1994 the Congress 
could retain only the Nakodar seal with a 
meagre margin «)1 5 210 voles In the Ajnala 
assembly seat the Akali Dal(B) candidate 
trounced iheCongress nominee by a si/eable 
margin ol 10 ^14 voles This shocked the 
ruling party which has had a tree run ever 
since It came to power in February 1992 
A plethora ul issues such as corruption, 
nepotism prue-hike police high¬ 
handedness etc attccicd the Congress 
lonunes in Ajnala This apart the voters 
were disstitisfied with the Congress leaders 
including the saipanches In some villages 
ol Rai Sikhs a backward caste the brum 
ol the popular anger against sarpanches tell 
on the Congress candidate While the 
sarpanches in these villages were supporting 
the Congress the people were with the Akali 
Dal(B) 

The Ajnala result heralded an Akali revival 
and put the Congress on the defensive 
Moreover Beam Singh s unassailable 
position in his party soon became vulnerable 
and there emerged covert opposition to him 
in the party In the changed scenario not 
only did the chief minister face opposition 
from the outside but also had to contend with 
party inlighting All this impelled his group 
U) seek consolidation ol its position within 
as well outside the pany To some degree, 
the Zilla Panshad/Panchayat Samiti elections, 
which were held to tultil a constitutional 
obligation ot the 73rd Amendment, were 
also trained to realise this objective 

These elections were conducted in three 
phases In the first phase on September 27 
1994 only the sarpanches cast their votes to 
elect candidates to 60 per cent ol the seats 
In the second phase the votcrsdircctly elected 
their representatives to the remaining 40 per 
cent scats on September 30 1994 In the 
third phase the elections of chairmen and 
vice c hairmcn ot Pane hayat Samitis and Zilla 
Panshads were completed in the month ot 
October Both the directly and indirectly 
elected members ol these bodies plus the 
slate legislators and parliament members 
from the concerned areas participated in the 
elections ol ihechainnen and vice-chairmen 
Tlie slate legislators voted in the PachayaC 
Samitis where the major portion ot their 
assembly (onstitucncy lay Similarly, the 
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Lok Sabhu membm voted m the ^tll^ 
Part$had falling in their LtA $ahha 
constituency. Regarding the directly elected 
members, every Panchayat Samiti was to 
consist ol SIX to 10 members at the rate of 
one member lor every 15,000 population 
In the case ot a Panchayat Samiti having u 
population not exceeding 90.000, a 
minimum of six members were elected, and 
where the population exceeded 1,50,0(K) the 
miniber ot elected members was 10 In the 
case ot Zilla Panshad, one member was 
elected directly torevery 50,000 population 
In a Ztlla Panshad having a population not 
exceeding five lakhs, a minimum of 10 
members were directly elected, and tor a 
population more than 12 lakhs the number 
was increased to 25 The number of seats 
for the scheduled castes and back ward classes 
was determined by population Onc-ihird ol 
the.total number ot seats reserved lor 
scheduled castes were reserved for scheduled 
caste women Out of the total number ot 
seats to be filled through direct election, 
including those reserved tor the scheduled 
castes women, not less than one-third were 
to be nilcd by women In the case of the 
backward classes, one Panchayat Samiti scat 
was reserved where their population was 20 
per cent The seats of chan men and vice- 
chairmen ot Panchayat Samiiis und Zilla 
Panshads were also reserved foi the 
scheduled castes and women 

MaLFUNCIIONINQ Govt RNMl Nl Ma( IIINI KY 

The controversies which surfaced duting 
the Zilla Panshad/Panchayat Samiti elections 
pertained to various issues the manner in 
which the seats were reserved, carving out 
the temtory of the constiiuencies, rationale 
behind 60per cent indirect elections, rejection 
of nomination papers, notification and 
alterations m the polling dates, allotment ot 
symbols, and misuse ot government 
machinery and resources The Punjab 
Panchayat Raj Act, 1994 was criticised by 
the opposition lor being against the spirit 
of the 73rd Amendment, which, according 
to them, aimed at extending power ai the 
grass rootK level by holding direct elections 


for the membumhip Samiiis 

and Zilla Paiishads The Act, on the other 
hand, by inserting a clause alltKiitcd only 
40 per cent seats for direct elections and 
remaining 60 per cent for indirect elections 
from amongst the sarpanches themselves 
Thcscmdircci electlonif benefited the ruling 
party because majoniy of the sarpanches 
were supported by ihcCongrcss The Akalis, 
therefore, filed a writ petition in llie high 
court against ihe provision ol 60 per cent 
indirect elections Besides, the opposiiion 
parties cruicised the nlanner ol reservation 
ol seats lor the scheduled castes, backward 
classes and women They accused the ruling 
party ol manipulating reservations to its own 
advantage In some cases the reserved seats 
were changed to the disadvantage ot the 
opposition candidates The cnicria ot 
population was ignored at some places For 
example, in the Adampur, PhilaurandBanga 
PanchayatSamitisofJullundurdistnct which 
have a large number of scheduled caste 
votes, no seats were reserved Whereas m 
Nakodar and Lohian with lesser number of 
scheduled caste voters, seats were reset \cd 
to benefit the ruling party Likewise, in some 
cases the opposition parties were prevenicd 
from capturing the chairmanship ot 
Panchayat Samiti by reserving ii lor ihc 
scheduled castes or women in a siuhitum 
where they had no such candidates 
According to a veteran leader. Satpal Dang, 
the Jhabal icintonal /one which was reserved 
for scheduled castes was made u general 
constituency and the returning officer 
accepted the nomination papers from non- 
schcduled caste candidates Some /ones, 
according to him, had been changed more 
than onde at the instance of the ruling party 
Further, the government had failed to make 
puhhc the rules for the reservation of 
Panchayat Samiti and Ztilu Pan shad scats 
tor SC/ST and women candidates in time 
He lamented that the rules wcic tailored 
post-facio and published in prc-daicd gu/cuos 
in the form of prc-daicd notification only 
to legalise the decisions already taken lo 
serve the mtcrcsis of ihc ruling party {The 
Tnhitne, October 24, 1994) He complained 


Mi nbmihatiim 0f i^ir|)«ildiea 
reedvod by the returning tmichrs at (h6 
Gandiwtnd anl) Turan Taran blocks at the 
farm-hoMsc5 of ihc relatives of the minister 
of slate for panchayats instead at the 
government office with the object of 
ensuring (hat the nomination papers ofeertam 
candidates were not received in time (77ie 
Tnhune, September 19, 1994). Some 
opposition groups alleged that the 
information regarding miminations or filing 
papers by candidates was deliberately 
delayed According to them, the block 
development ofheer and policemen, in 
connivance with the ruling party, created 
cf^'^tusion in the minds of candidates with 
u view to prevent them from filing their 
papers in time In Jullundur. the returning 
officer accepted the nomination papers of 
a candidate rejected by him on the day of 
scrutiny The election of this candidate 
was, however, set aside by the high court 
on the wni petition filed by the rival 
candidate Incidentally, the election ot the 
chairmen .vc-chairmcn of all the 136 
Pancnayai Samitis was shiied for October 
12, 1994 but was later changed to October 
11) In about 50 Panchayat Sumitts. the 
election was postponed lor administrative 
reasons or for laik ol quorum Theopjjosition 
alleged that the cIcLiions were held in those 
places where the ruling party was confident 
of victory Of the 95 chairmen elected on 
the first day, 7S belonged lo Ihc Congress 
The Akali Dal(B) MLA liom Ajnala 
alleged that whereas the nomination papers 
of his party’s nominee forlhe Ajnala Panchyat 
Sumiti were rejected on the grounds that the 
nominee had links with (he militants, the two 
Congress applicants, who were actually 
operating as militants of the Bhmdranwale 
Tigers Force ot Khahsian, were not objected 
lo He alleged that a known militant who 
surrendered before the Director General of 
Police, KPS Gill, was made a Congress 
candidate for the Gandiwind block and 
another (ex)-miluanl in Chowgawan {The 
Tnhune, September 19, 1994) 

Besides, the opposition parties accused 
the state government of hijacking the state 


Tabu I RiwoN/Disnuriwisi PoniNf. in iiir Ziiia ParishaiVPanchayai Samiti and Vhiagf Panchayat Elmtions 
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Ainnt* 

sor 

Ourdas-Jullundur Hoshiarpur KapurthaU 
pur 

bhaiiftda 

Faridkoi 

Fulchgarh Fero/e- 
Saheb pur 

Ludhiana 

Mansu Pati¬ 
ala 

Rppar Sangrur 

VUlogc 

Panchayat 
|iqIB(I991) 816 

80 9 

75 7 

77 0 

79 8 

86 6 

83^ 

80 7 

86 0 

79 9 

8S8 

83 7 

84 1 

831 

Pimcfiayai 

Samiti polls 
(September 
50,1994) 62 9 


MO 

b07 

65 6 

65 4 

7l.t 

69 1 

67 7 

664 

75 8 

62 5 

624 

72 1 

Zilla Ponshad 
polls 

(September 

50.19941 606 

5,5 8 

596 

6i 8 

656 

65 4 

M.8 

fiVU 

61 8 

664 

73 6 

62 3 

615 

72.1 
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BlcctkmCofiunt^ office: It needs to be 

mekioned that the gazette notification tbr 
thea^intmemof theBlectkin Commissioner 
was made as late as September IJ9M.The 
terms and conditions of hts jc4), tenure, etc, 
were still to he sdtied. The election was 
hamstrttng as the Election Commissioner 
lacked the required infrastructure. He had a 
one-room office and one assistant in the new 
secretanat building. It was the office of the 
directorate of panchayats that had conducted 
the Zilla Parishad/Panchayat Samiti 
elections. This office was vulnerable to 
pressures from powcr-wielding politicians. 

Some dissident Congress leaders also 
joined the ranks of critics and raised their 
voice against the electoral malpractices. 
They, in fact, demanded stay on these 
elections for which telegrams were sent to 
the prime minister, AlCC general .secretary 
and chief mini.stcr of the slate. Their ire was 
directed mainly at Jagir Singh, the panchayat 
minister. 

The above di.scussion reveals that the Zilla 
Parishad/Panchayat Samiti polls in Punjab 
presented a different scenario than the 
previous polls, including the village 
panchayat elections of January 1993. This 
lime new coniroversic.s were rai.scd and the 
polls were held under the “shadow of 
mi.sirusi". However, calling it u “fraud", as 
the opposition parties tenned it. would not 
be justified although the factors of 
malpractices and manipulation for obtaining 
electoral victories, even at the co.st of 
dcmocrattc norms, raised serious doubts 
about the.se elections. The factor of 60 per 
cent indirect elections gave a definite leeway 
to the ruling party. By this the parly made 
up for the losses it suffered in the direct 
elections. The losses in the direct elections 
could be mainly attributed to the tncrca.sing 
crisis of credibility and growing factional 
fights within the ruling party. 

A variety of problems such as corruption, 
nepotism, misuse of power, high-handedness 
of police, paddy prices, dissklence. etc. made 
the situation embarrassing for the Congress 
during these polfs. Even the judiciary .struck 
down several decisions taken by the 
government regarding appointments, 
recruitments and nominations to the 
professional courses. These decisions were 
influenced by instructions from the 
politicians in power. The Punjab and Haryana 
High Court had quashed the nominations to 
the MD/MS courses in the state medical 
colleges as these were made in order to 
favour the near relations of ministers, 
bureaucrats and other influential persons. 
So much so that the high court initiated 
contempt proceedings against the chief 
secretary for not implementing the order of 
the court regarding the .seniority of certain 
Clerks in the Punjab .secretariat. Such blows 
from the judiciary gave a good opportunity 
to the opposition parties in the state to accuse 


tbe Beuni Singh government of aibitrariness 
in the gram of* jobs, quotas, licences and 
admissions to professional courses. 
Ministers were involved in the land-grabbing 
and related matters. Certain cases, like the 
onein the Nusrali villageof Ludhiana district 
where a minister allegedly forced the 
residents of the village to sell him their land 
at towci prices, became so controversial that 
some national and state opposition leaders 
visited the area to makeon-the-spot inquiries. 
In another similar case, certain relatives of 
u minister were allotted land at reduced price 
by the Improvement Trust. Ludhiana. Above 
all, the case involving the chief minister’s 
grandson wherein he and his friends allegedly 
kidnapped and molc.siod a French touri.Ht. Kaiia 
Donald, on Augu.sl 31. 1994 and September 
I, 1994 dealt a .severe blow to Beam Singh's 
image. The opposition groups tried loexiract 
maximum political mileage out of this case. 
They demanded immediate rcsignationof the 
chief minister and the arrest of his gnind-son. 
It was only alter the arrc.st of his grandson 
that the atmosphere cooled down. 

Likewise, the i.ssue of the price of paddy 
al.sQ stirred ihe Punjab countryside during 
the Zilla Parishad/Panchayat Samiti elec¬ 
tions The government had to face an agitation 
when the farmers were denied the fixed 
price of Rs .180 per quintal for PR-106 
superrine variety. They were also denied the 
price of Rs 360 per quintal for the fine 
quality of paddy The controversy aro.se 
when the paddy, which the farmers claimed 
to be of PR-106 superfine quality, was rated 
by the grading otficiuls as fine quality entitled 
to only R.s 360 per quintal. The grading 
officials found thiit the paddy had a higher 
percentage of mixture of the lower variety. 
The procurement agencies complained that 
it had more than the permissible limit of 
admixture. The rules of Food Corporation 
of India pcrniii an admixture of 10 per cent 
of the fine variety with the superfine one. 
TIfe farmers complained that it was not their 
fault as there was an “unchecked cKlultcration 
of paddy seed" sold tothem. Similar problems 
had surfaced in the previous year but the 
farmers were ultimately paid the higher price 
for the entire slock {The Trihime, October 
13, 1994). This year, loo, the Punjab 
government made an assurance to pay a 
bonus of Rs 20 per quintal of paddy. 

The rice mill-owners m the slate also 
showed reluctance to buy paddy as it would 


gi ve Ihetn an madequote msuiglil of 
They were disappointed when (he eentral 
government refused to accept their dt^llihfid 
for a levy price of Rs 774 for the atiperftn^ 
variety. IbelHinjabgovenimentrecomiiien^ 
a price of Rs 732. But the central government 
scaled down the price to Rs 671,85 for the 
superfine variety, Rs 633,40 for the fine 
variety and Rs 582.55 for the common variety 
(The Chandigarh NewsHfie, October 12, 
1994). As a result, procurement was held qp 
and the mandis of Punjab were choked with 
grain. The farmers were desperate for cash. 
In the neighbouring state of Haryana, the 
farmers gheraoed the house of a minister. 
The Bharatiya Kisan Union (BKU) leaders 
of Punjab unit also threatened to launch an 
agitation. A faction of the BKU called upon 
the farmers to boycott the grain markets. 
They also agitated against the hike in power 
rates. 

The above developments revived morchas, 
bandhs and rallies which the miiiiancy had 
put a Slop for over a decade. In the immi^iaie 
context, the growing disenchantment with 
the government considerably affected the 
prospects of the ruling party in the Zilla 
Parishad/Panchayat vSamiti elections. The 
'peace card' which hud served the electoral 
end.s of the Congress .so far. was no longer 
effective in the new situation. 

Tkaoinc. Charc.Ivs 

The opposition groups stressed that the 
voters should reject the Congress candidates 
because the ruling party had failed on all 
fronts. The major rival party, the Akali 
Dali B), appealed to the people to give a blow 
to the corrupt, inefficient, anti-trader, anti¬ 
employee and anti-workers government. 
Parkash Singh Badal. while emphasising 
more autonomy to the states, accu.scd the 
ruling Congress of having failed on all 
accounts, including the transfer of 
Chandigarh to Punjab, booking the guilty 
in the unti-Sikh riots of 1984, settling the 
nver-waters dispute, etc. Referring to Katia's 
case. Badal said that the honour of women 
was not safe under Beam Singh's rule. He 
also accu.scd the Congress of electoral 
malpractics. Badal charged that the state 
Election Commissioner functioned more as 
an extension of the ruling party than as an 
independent election commissioner. He 
launched an equally bli.storing attack against 
the Akali Dal( A) and accused G S Tohra of 


Tablk 2’ Vorri-s Siu-urkd by Different Poutk ai. Parties in thf 
Ziu.A Parisiiao/Panoiayat Samiti Eu-nioN.s, I9V4. 



Total 

Votes 

Votes 

Polled 

Congress 

Akali 

Dal(A) 

CPI/CPM 

BSP 

Others/ 

Independent 

Panchayat 

9S.27.«02 

64.15.125 

I9.I3.KI6 

.5,61.143 

2.18.922 

9.36.6.^! 

27,84.613 

Saimii 


m3) 

(29 8) 

(8.8) 

(3 4) 

(146) 

(43 4) 

Zilla 

9K.27,8<)2 

62.55.865 

20,53,()«5 

6,50,995 

2.0 J.477 

8.64,57.1 

24.85.735 

Partshad 


(6.1.7) 

(.^2.8) 

,1 . 

(10.4) 

(.t.2) 

II3.8) 

(39.7) 


Note- Percentages in hmckefs. 


WmI Wcdcly ^Iwm: 3. f 99S 


,13»' 



imo a pact witllt the CoitgvcH$. 
According to him. the cmire pt^ll campaign 
of the Akali Dal(A) had been spoaM»rcd by 
the Congress. He aUo ruled out the accep¬ 
tance o)' the AiTuitw decluruiioii as it was 
against the wishesoriheSikhs(r/»<<« THhtme, 
October 7, 1W4).* Later on January 20, 
1995. the party’s Working Committee 
outrightly rejected this controversial dccla- 
ralton. calling it .secessionist. Badal s(res.scd 
internal autonomy for Punjab and 
mobilisation ot all Punjabis, irrespective ol 
religion and caste. His puny leaders took 
a strong CKCHsptton to the Sikh clergy's 
meddling in the political urtairs. 

The senior vicc-prc.sidciii of Akah DaK B). 
Kuldeep Singh Wadalu, alleged that Akali 
Dal(A) was launched with the blessings ot 
the Research and Analysis Wing (RAW). 
According to him. the Akali DaK A) leaders 
were supporting the Congress candidates to 
defeat die Akali DuKB) nominees. Likewise, 
the secretary general ot the Akali Dal(B), 
Sukhdev Singh Dhmdsu, alleged that at 
several places banners di.splaying the poll 
symbols of the Congress and Akali DuKA) 
were displayed on the same vehicles. 
Moreover, the Akali Dal(B) leaders, 
denouncing the dictatorial ..iiitude ot the 
ruling Congre.s.s. alleged that everything 
including the enactment ol Punjah Panchnyat 
Act, 1994, dclimilalion of consuiucncics, 
interpolation i>f villages, preparation ol 
voters’ lists, setting up ot polling hiuiths, 
etc, was arbitrary and against all democratic 
norms ( The Chimdi)^arh Newsline, October 
5. 1994). 

G S Tohra. the president of Shiromam 
Gurudwaru Prabhandak Commiucc (SPGC) 
and leader of the Akali DaK A), accused 
Badal of violating the Akal Takht directives 
in May 1994 and betraying the interests of 
the Sikhs and Sikh tradition and culture. He 
denied the charge that he had any .secret pact 
with the chtel minister Rather, he blamed 
Badal for having secret parleys with the 
Congrc.ss at the centre. He considered that 
it was the right opportunity lor rural voters 
to teach a Iess«m to the corrupt government 
of Beam Singh. He believed that if the 
Akaiis hud conte.stcd the assembly elections 
in February 1992. there would not have been 
a Congress govemment in Puniah. According 
to him, the Akalis had stayed away trom 
these i^sembly elections bcau.se ot two 
reasons. Firstly, the Akalis wanted the 
elections to be held only after a solution was 
found to the Punjab problem, but the centre 
pieterredtogo tor elections without initiating 
any process in that direction. Secondly, the 
Al^i$ had agreed to the militants’ decision 
not to contest elections. Branding the 
Congress govemment as corrupt, he said 
that four ministers in Beam Singh’s 
govemment lnncl accepted Rs 10 to 15 lakh 
for every aft^immeni in excise and oihetr 
departmepht Another minister, during his 




tenure as chatrnian of PUNSUP* had Mdteh 
Rs 22 cnire from a |irtvate company in 
exchange for a big cemefit order. Further, 
he accused the Congress of garnering Rs 
8.(XK) cTore in the sugar scam. Regarding 
Katia’s case, he demanded the registration 
of a criminal case against culprits involved 
in the incident {The ChiuuHf^arh Newsline, 
September 24. 1994). 

Simrunjii Singh Mann and Jagdev Singh 
Talwandi ol Akali DaK A) criticised the 
appointment ot Lt Gen (Retd) B K N 
Chhibber as the governor of Punjab bccau.se, 
according to them, he had attacked mncKent 
Sikhs during the course of anli-militant 
military operations. In a meeting addressed 
by Mann, the audience rai.sed slogans ’’Indian 
Army go hack” and ’’General Chibber go 
back”. Moreover, ihc.se leaders charged that 
after the arre.st of his grandson. Beam Singh 
hud mi right to stay in power. Surpt Singh 
Barnaia also sought an inquiry into the Kuiia 
case and resignation of the chief minister. 
He opposed the con.struciion of Sutlej- 
Yamuna Link (SYL) canal and condemned 
the use of otircial machinery in Panchayat 
Samiti elections. Captain Anirindcr Singh 
and Colonel Jasmer Singh Bala alleged that 
the ministers were di.stnbuting cheques as 
development grants and BDOs and other 
officials were helping them. They warned 
Beam Singh that the moves to keep Akalis 
away from ptiwcr in the pa.sl had resulted 
in the emergence of militancy (The 
Clwndtf!tnii Newsline, CX'lobcr 14, 1994). 
They al.so argued that the re.servalion of 
seats after the declaration ol rcsultsol directly 
elected members was done to uffect the 
chances ot the Akali candidates. The 
reservation ot scats, according to them, 
should have been notified much hclore. The 
Akalis also approached T N Sheshan to 
prevent the ruling party'Irom using unlair 
means. 

Likewise, the BSP leaders al.so alleged 
that the Congress was misusing govcfnmcni 


mwMmy 

coumlng. Smnam Singh Kninth, ieacw of 
the opposliion in thePunijab state aaseihhly 
and .senior BSP leader, termed the Beam 
Singh gtivernmcm us corrupt against which 
over a do/en judgments have been passed 
by the judiciary. The BJP leaders demanded 
CBI enquiry into the Katia episode and the 
resignation ot the chief minister on moral 
grounds. They described the Zilla Parishad/ 
Panchayat Samiti election.s a.s a ’*farce and 
.stage-managed” show as these were held 
under the Punjab Panchayati Raj Act. 1994, 
which was in contravention of the model act 
of the central govemment. Further, the BJP 
leaders asked how there could be free and 
fair elections in a state where the ministers 
had grabbed land and the courts had to 
intervene to the extent of quashing the 
appointments of additional ETOs. additional 
DTOs. BDOs, teachers, and nominations to 
engineering and medical colleges (The 
Chandigarh Newsline. October II. 1994). 

The chief minister, on the other hand, 
claimed that Hk tvovemment had succe.ssfully 
curbed icrronsm and put the disruptive forces 
under a tight leash. He accused the various 
Akali leaders ol promoting terrorism which 
had kept the people of Punjab in an agonising 
dark period lor over a decade He mentioned 
that Simranjit .Singh Mann provided all kinds 
of support to terrorists and had played into 
the hands of foreign powers. He accused 
Gurcharan Singh Tohra of giving shelter to 
tcrrori.sts in the Gurudwaras who defiled the 
sanctity ol these shrines. Similarly, Parkash 
Singh Badal. according to Beam Singh, gave 
shelter to a top militant leader who was 
responsible for the killings of hundreds of 
innocent persons. He cautioned the people 
to be vigilant against the ‘nefariou.s’ designs 
of the Akalis and appealed to them todi.scard 
their anti-national and anti-.social ideologies 
{The Tribune, September 20, 1994). He said 
that whenever the Akalis were in power, 
they had tailed to .serve the people. While 


Tabu 3: Partywisi; Si-.ats in tuk Zilla Parishao/Panchayat Samiti 
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Total 

Seats 

KckuIis 

l>cclured 

Congress 

AD(A> 

CPI/CPM 

BSP 

Others/ - 
Independent 

Panchayat 








Samiti 

983 

V8t 

402 

89 

20 

85 

365 




(41.0) 

(9 1) 

(2.0) 

. (8.7) 

(.39..3) 

Zilla Parishad 

274 

27.3 

120 

40 

6 

19 

88 




(44.0) 

(14.7) 

(2.20) 

(7.0) 

(.’«2.2) 

Nine: Percentages in brackets. 







TabU: 4: iNuiHi-n' Euiction of Panchayat Samiti 





ML'MBERS FR<fM AmONOST THE SaRPANCHES 



No of Seats 

Re.sults 

Congress (1) AD(B) 

ACHA) 

CPI/CPM 

BSP 

Odwrs/ 


Declaied 






independent 

1456 

1441 

971 

201 

95 

37 

8 

129 

(100) 


(67.4) 

(14.0) 

(6.6) 

(2.6) 

(0.6) 

(9.0) 


Note: Percentages in brackets. 





deciannf thm hh |^>verhmen( wm keen m 
strengthening (he panchayati ni] system in 
Pun)ab, (he chid minister allogcd that the 
Akaiis had tned to ivcutite the panchuyaii raj 
system when tho> joined hands with the 
militants and gave a cal lor die resignation 
ol the sarpanches in 1992 A luimhci ol 
sarpanches (around 250) also leil to the 
butleiK ol the militants 

ITic chief ministei made iimomuenienis 
•'cgarding the repair ol ail link loads, 
installation ol a 950 MW theiinal plant 
setting up grain market sheds a new 
polytechnic railway bridges stadium 
hospital and more grants toi the development 
schemes I or villages and wcllareol scheduled 
castes and vseakci sec lions ol sotiei> 
Moreover he maintained ihal his govern 
ment had always toughi tor the nghis ol 
Punjab and the Pimjabi Kinguage His 
government issued insituciions lo all he.ids 
ol departments to ensure .tl) otiicial woik 
IS being done in Puniabi Moreover lie 
reiieratcd that Abohar and Pa/ilka would 
always remain i pin ot thi state and 
Chandigarh would he soon iransletrcd lo 
Punjab (//i^ T'/z/j/zm September 26 1994) 
Similarly, heassured ihe lai mers the required 
quanlUy ot watci and Rs ^SO per quintal lot 
the Supt^luH paddy in the stak Ihe ^talc 
ministeis labelled the Katia t isi as 
Lonspifaty against the Congiessgoveinmeni 
and tht vhiel minister s lamil> Oiu ol the 
Congress MLAs even claimed that the Kaiia 
me idem was part ot a big c onspirav v haic hed 
by the CIA agents to tarnish the iiiKiei td 
Beam Singh (//zz Inhmu ScpicmhLi 12 
1994) 

IheLampaien wasLonduLicd b\ the local 
Icadcis tin door to dooi basis I he Male 
Icadeis addicssed lalln's m dillerent pails 
There was hardly any emphasis on public 
meetings posters, banners manilcsios. etc 
However liquor was disinbuied as Ireelv as 
ever 

Pol 1 Vi kok I 

In ihc indirect elections the turnout ol 
sarpanches ol the 11 584 vdlauc panchayais 
was almost total It was only m exc optional 
cgbcs that the sarpanches did not cast vote 
On an avciage each candidate needed live 
SIX sarpanches voles lor his/her election to 
the Panchayat Samiti in most lases the 
candidates brought along with them 
sarpanches who were iti vole foi them 
However, in Ihc case ol direct elections onlv 
65 3 per cent voters cast then votes lor the 
Panchayat Samiti seats and 6^ 7 percent lor 
the Zilla Panshad Polling was highi i m the 
Malwd belt consisting >1 1 udhiana Patiala 
Ropar Mansa Moga 5angnjr Pcro/cpui 
Fandkot Bhatindii and Fateiigaih Saheb 
distnets In districts like Mansa, Sangi ur and 
Faichgarh Saheb, polling lor Panchayat 
Samitis was as high as 7^6 72 I and 69 
per com respectively The lowest was 55 8 


per cem m the OurdOitpitr district nf the 
Msybu belt Next to it was m the JIuHimdur 
difttrict (59 6 per cem) in Ihe Ooaba region 
hctwc^cn Sutlej and Bcas Similar trends were 
noticed m the case ol Zdla Panshad polls 
Bven during the village paiuhayat |h>IIs o! 
199^ a Mmilai paiiern was obscived The 
pidling was comparaltvcly higher in the 
Maivva rcuioii In most elections including 
Ihe pai hamem ind stale assemblv polls this 
tiericl has been ihcu Hit Malwa icgit)n is 
domiiiaied bv the middU and laigc 
landholding I,it Sikh |)casams who have 
established ilicii supremacy m the Akali 
Dal and P inlhic politii s m particular and 
the stale politics in general Most ol the lop 
AkaliIcidcis iiicUulingParkashSmghBadal 
O S lohia Sui|ii Singh Harnala Simianiii 
Smell Mann laedev Singh lalwandi etc 
belong K* this iLgion The Ma)li i and Doaba 
legions on ihc other hand have a si/cabic 
urb.m population ind are dominated bv Ihe 
small Jai Sikh I irmcis When the Akali Dal 
became ml mg pirlv in iIk initial years ol 
the ncwlv Koiginised state ol Punjab it 
imliaiecl sonic ilevclopmenl activities 
(irrigation cleciiicity roads) m the M ilwa 
belt Prioi to this ii was tar moic bac kward 
than the otlur two icgions the Ma|h i iml 
Doaba 

Incidcntallv the luin out in liu 7illa 
Puishad ind Pam h lyal S mnlielcLtiom w is 
much lowei linn ilit, J iiuiai> 199^ \ill igc 
panchavai polls I lu enthusiasm amone the 
petrpic M eiiK d lo li iveconsiik i ably dec hiu d 
riiosewi rc tin il lys whcnihei hiol nnnistci 
Bcant Sinuhdiic (olnstniiinpiiovei miliiants 
received appi uids liom divci’^t stciions 
oJ people ind w IS lionouied with ink ol 
Shei c Piini lb However subscqucnilv m 
ihcahsciucolcKdibk pcflofinaiivc people s 
alienation lioin the luiiiig party me leased 
It 4ilso alleciid (he turnout elunng the /ilia 
P insh ul/PiiiK h IV It Samiti elections Among 
V inoiis u isons that led to ihc low turnoiil 
wcrcdcthnc in the image ol the ruling paity 
divtdcdop|H>stlion inadequaicelcvtionci iiiig 
paddy harvest me and the holding o( diu‘ci 
polls lor onlv 40 pc'r lent of the seats A 
eompaialive pie line ol polling in the Zilla 
Paiishad/Pineli iv »l S imili ol 1994 and the 


V illagc panchayai tdcctians t>l 1993 may he 

seen Iroiii Table I 

As Ihe dee hems to Zilla Paniihads and 
Panchavai Samiiis were completed upder 
the provisions id the 7^id Amendment* all 
the political paiiKs m the stale jrarticipalcd 
in these polls However most opposition 
groups weic tis divided as e'vci The Akalis 
were divided mio two ma)oi parlies Akali 
D \l( A) ind Ak ill Dal(B) I htTe' vvas a third 
gioup ol AK ills Akali DaUBaba) but il 
was <i m.iiginal group with a me*igre suppoit 
ill lew (onstitueneie> The divided Akaiis 
piove’el lo he iidvantagcous to the ruling 
paiiy Moreover the Ak.ili Dal(B) whicii 
was the 111 im rival ot the ruling parly in the 
slate luid ii» contest as an independent' us 
n was denied leeogiiiiion by the election 
authorities The svmbiil ol ihe Akali Dal 
I e M lie W 4 IS alloiKd lo Akali DaUA) m 
which the erstwhile Ak.ili Dal (Longowal) 
had merged its identity m May 1994 But 
m terms ol its lollovvmg among the people 
this grouf) was no where near the Akali 
Dal(B) With a view to damage luithei the 
Akali Dal(B) w*is dented even a unitorm 
symbol clue lo w hii h •• ymbolsol its imminecs 
varied Irom om electoral /one lo another 
I he BSP was the thud ma|oi gioup in villages 
which toniesicd ilu polls on its symbol 
elephant 

Ihc Akali DiihB) tluriigh it was dented 
the slaius ol 1 party mcl a ssinbol emerged 
secomlmihesi elections Aioiind halt ot the 
scats and voles seuiiul bv the irulcpcndenis 
nihc Paiuh iv it S iiniii due ci polls belonged 
to the Akiili Dil(B) laiididiies Moreuvei 
m Amiilsii Bhalind I lalchgarh Saheb 
I mllii m 1 M ins i Sangiurandother dtstiu Is 
the two Akali gioiips il put together I etched 
inoic votes ih 4 in the Congress So much so 
lhal il the votes polled h> these two Akali 
groups and the BSP wcic counted together, 
then lallv would be larger than the ruling 
paitv s in .IS iiiaiiy as 12 out ol 14 disincts 
in the siaic In Itici m Fatchgarh Saheb 
Icio/epui Jullundui I udhiana and Mansa 
disirieis ihesc p4irhcs together polled ovei 
50 per cent voles m direct elections The 
( omzicss pcitorm.iruc in dilleieni districts 
i.ingcd between 22 lo M per cent votes On 
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the whole, around 62 per cent votes ia (he 
direct eleciHMis were captured hy the various 
opposition parties and tndcpciKlcnts as can 
he seen Irom Table 2 
In terms seats, the Congicss won 402 
out of VKI seals lor which restiiis weic 
declared ThcresuhsofonePanchayaiSamiu 
was withheld and that ol another was stayed 
by (he high court Akaii DuKA) won K9 
seats, BSP 85, CPJ 11 and CPM seven Out 
ol the ^85 scats won by the independents 
179 belonged to Akali Dal(B) and six lo 
BJP Altogether, the results show that the 
Congressd) emerged as the single largest 
party in the direct elections with 41 pei c cm 
scats in Panchayal Samitis and 44 pci ccni 
seals in Zilla Panshads In Amnisai 
Kapurihala Fandkoi Faichgarh Saheb 
Mansa and Sungrur disnicts the two Akah 
Dais won more* scats than the t'ongi css The 
Akah DaUB) alone (etched nuuc scats than 
thcCongressin Amntsai Mansa and F andkoi 
districts lakcwise Akah Dal(A) captured 
more scats than the Congress in the ncwly- 
cdrvcd disirici ol Fatchgarh Saheb 
Iniercslingly the perloimantc ol Ak ih 
Dal(A) was quite inipiessixc in F.ilchgarh 
Saheb, Patiala and Sangnn districts Ihis 
has lo be solely atinbulcd lo tlic pcisonalitv 
tactor as G S Tohia belongs lu Paiiala, 
Sunranjil Singh Mann to Faiehgaih Saheb 
and Surpt Singh Barnala lo Sangnn Ol the 
remaining groups, the BSP made iis presence 
(ell in Fero/epur Hoshiarpur and Jullundur 
districts In Fero/epui, it was suppoitcd by 
the scheduled caste and Rai Sikhs In 
Jullundur and FFoshiarpur the scheduled 
caste suppoii dctcimmed the pariv s 
performance The pio[H>ition ol scheduled 
castes 111 these districts is is high as 14 jici 
cent Ineidcnt.illy six out ol the nine KSP 
ML As were also elected horn these two 
dtsiricts OncMLAandoncMF^ol Ihispaiiv 
were elected Irom the Fen»/cpui disinci 
Howcvci in till indirect cletlions the 
Congress won an ahsoline maioiitv by 
wresting over 67 pei com sens m tiilleroni 
Panchayal Samiiis Nc\i lu ilu ( oneiess 
was the Akah DaKBl which won 201 seals 
Most other parties tailed iii make an mipaci 
in the indirea (itills The Oongiess sweep 
in the indirect fxills helped the paiiy in 
establishing its hold over the/ilia Pan shads 
and Panchayat Samnis m the stau Had there 
been no indiiect elections loi 60 pci cent 
of (he scuts, the Congress would ha\c tailed 
U) win a ma|onty in Panchayal Samiiis and 
Zilla Parishads, thus losing clccti6n> o( 
chairmen and vie c^chuirnicn ol these bodies 
at many places It w«is hot ausc ol this that 
the opposition parties made a hue and cry 
over the issue ot indirect election I able 4 
reveals the prcpondeniin position ol t he niling 
patty in the indirect elections 
Si nec the indirect d^'tions made the ruling 
party s position indomitable, n won 75 per 
cent posts ol chairmen in the diKcrcnt 


Panchayat Samitts Siinilarly, it bagged 59 
|vi cent posts of vice-chmrmcn In some 
cases, the victory ol Panchayal Samiti 
chairmen was dclerniincd hy the voies ol 
MLAs Incidentally ihenumbcroirongiess 
MLAs m ihe prcscni slate assembly is 87 
in the house i»l 117 mcmhcis This is so 
because ol the bii^colt by the Akahs ol the 
assembK polls held m February 1992 

fhe election ol a laige numhei ol 
rongressmen as chairmen ol Panchayal 
Samilis ensuicd the party\ victory in ihc 
elec lions ol the i haiimcn and Mcc-chairmcn 
ol Zilla Parishads The viMcrslorlhecleciion 
ol the chairmen and vicc-chairnK*n ol Zilla 
Parishads consisted ol the chairmen ol 
Pane lia> all Samilis directly elected members 
ol Ihc /ill.i Patish.ids and the MLAs and 
MP’* in ihe disinci Dili ol I ] MPs Irom 
Punjab 12 belong to the Gongiess All this 
made il possible lor ihe party to in all 
the 12 Zilla Pan shads where Ihc results were 
dcclaied The results o! the election lor ihe 
posts ol chairmen ainl vicc-chairmcn ol two 
Zilla P.u I shads t on Id not he dec I tired bee an sc 
ol writ petitions Bainng the post ol vkc 
ihairman ol the Mansa Zilla Panshad ihc 
rest were capluied hy the Gonmess 
Fable 5 gives the pailywise iiositioii with 
icgatd to chairmen and vicc^ihairmen ol 
Panchayal Samiiis and Zilla Parishads 

Pkoiui Ol PoiiiKAi I-jins 

Most ol the candidates lor the F^anchayai 
Samm <ind Zilla Parishad elections came 
Irom fciatively welLoll lamilies Almost ail 
the leading agiicuilutisi lamilics had ihcii 
members in ihe eieition Iray Besides ihis 
many mmisicis and Icgislaiois had put up 
their close blood-icl.ilions as candidates 
Several inembcis ol PanchaViii Samilis and 
Zilla f\iiishads belong to Ihc* leading lamilies 
ol their respective aieas Some ot them have 
become chan men and \ ice-chairmenol these 
bodies The chanm.in ol the Ludhiana Zill \ 
Parishad hap(iens lo be clue! minislei s snn 
Oui held siiidv ol Panchayal Samilis o\ 
Amntsai Jiiilundui 1 udhiana and P itial i 
disinc ts re ve,lied th.it many elecied incmbL i s 
were iich taimcis havine additional souiccs 
ol income like ininsport, coniracts mines 
brickkiln nce^shcller commission agents 


etc, AhopFrtxiuhi^nuniterof 
to (he wtttLolt Jat-Sikb fnmtltc«i Muny of 
the vehcduled castes and women membeni 
also came Irom rcloitvcly well-off families 

An attempi was also mode to collect 
tnlormalion on the background ol members 
Irom theolliccol the Director ol Panchayais 
at Chandigarh The oHice collects 
miormation only on two variables, namely, 
age and education Howcvci out of the )4 
districts m the stale only six had sent such 
miormation so (ar These six distnets were 
Bhatinda.Ourdaspur.Juilundur.KapurthaU, 
Mansa and Sangrur in all, the ofliCc had 
intonnaiioii ol 92 ^ Panchayat .Samiti 
members 108 Zilla Parishad members. 105 
chairmen and vice-chairmen ol Panchayat 
Samilis and 10chairmen and vicc-chaiimen 
ol Zilla Parishads 

As regards age a lai ge number ot the new 
mcumbcnis belonged to the niiddic-age 
category o| 41-60 yeais The ncxi mam age 
group was ol 25-40 years Out ol the total 
51 9 per icm ol the Panchayal Samm 
members 48 2 percent ol Ihe Zilla Parishad 
members 52 4 pci cent ol ihe chairmen and 
vice chaiimcnol F^ll1chilvaI Samilis and 40 
|K'r i cut ol Ihe i haiinien and vk e chairmen 
ol /ilia P.iiish.ids bilongeil to the middle 
age calegmv ol 41 60 ycais Next lo il 42 
per cent ol the Panchayal Samm members 
46 ^ ot the Zilla P.inshad members 41 (>er 
vent ol ihe ch in men .md vice thairmcn ol 
Panchayal S.tmiiis .md 50 per cent c h.urmcn 
and vice-chairmen ot /ilia Panshads 
lepicscnicd the age group ol 25-40 years 
Most ol the membeis .md heads ol the 
Panchnyat Samilis and /ilia Parishads thus 
leprcscnicd the middle ainl younger age 
gioups t>l people in the villages (Fable 6) 

With icgaid loeducation the single largest 
gioup w.is educated up to the mairic level 
Next i ame the gioiip ol the under matnc 
Only a small group ol 17 9 per cent members 
ol the Panchayal Samitis 27 8 pei cent ol 
the Zilla Panshads 21 |x;r cent ol chairmen 
and vice chaiimcnol Panchayat Samitis and 
<0 per cent ol chairmen .md /ice-chairmcn 
ol /ilia Paiishads were educated up to the 
level ill graduation and above This shows 
that only a small group ot Panchayal Siimili 
and Zilla Pan shad members have oblained 
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higher eiiucation Imcrcsungly 12 per ccni 
members ot these bodies h«id no limnal 
education at all though the auainmciu ol 
formal education alone may not ncccssantv 
determine the qualiiv ol political Icadcis it 
plays a signiticani lole in improving then 
vision functioning and comprehension 
further the level ol education ol leaders at 
the grass roots helps them in regard to ihcir 
dealings with the bureaucratic machinery 
The official machinery may take undue 
advantage ot uneducated members 
Comparing these elected candidates ol 
Panchayjt Samilis and Zilla Panshads with 
the sarpanchesand panches who weic elec led 
in January 199^ leveals that only a small 
group ol 10 per cent sai panches and ^ per 
cent panches in the state had obtained 
education up to graduation and above 
Moreover about a filth of the sarpaiuhcs 
(out ol a total ol 11 498 in the state) and 
one-lhird ol the panches tout ol a total of 
62 166) had no cdiic ation at all In view ot 
the gigantic responsibilities that arc 
shouldered by the paiichayali raj institutions 
under the new setup some piogrammes or 
courses need to he jilanneci and introduced 
to train and enlighten the elected members 
Genderuise the peiccniaee ol women 
members in Panchayal Samilis and Zilla 
Panshads tended to be vei v tow rn i ause the 
provision for ^0 pci cent reserved seals loi 
women was iruide ai»piicablc only in ihci ase 
o! directly elected members Out ol 9S -I and 
274 directly elected members ol Pam hayai 
s Samitis and Zilla Panshads ^19 and K9 were 
women respectively 1 his provision was not 
applied in the case ot the I 456 indirccllv 
elected members or Panchayui Samitis who 
were elec ted by the sarpanches Irom amongsi 
themselves These sarpanches were elected 
in January 199) when the 7)rd Amendment 
was vet to be enforced Interestingly, Jhe 
number ot women members jmong the 
sarpanches and panches in 199) was as low 
as I 2 percent (I )9 women sarpanches) and 
15 I percent (9 376 panches) respectively 
Similarly, the representation of scheduled 
castes sarpanches and panches in the state 
was only 7 ) per ceni (S4() sarpanches) and 
24 4 per cent (15,! 48 panches) respect ivciy 
The actual ratio ot scfirduled castes in the 
population ot Punjab according to the 1991 
census was 28 3 per cent Thus, their 
representation in the village panchayats 
dunng 1991 hardly conformed to their aciual 
proportion However in the Zilla Parishaciy 
Panchayat Samiti elections the government 
made reservation lor the scheduled castes 
and backward classes As a result, out of 983 
directly elected members of the Panchayal 
Samitis there were 320 scheduled castes 
(200inalcsand I20lemales)and46hackward 
caste members However it this criterion of 
reservation was also applied to the election 
of 60 per cent indirectly elected members 
thisgap would have been bridged Thus the 


existing anomaly nci'tls lo he removed so 
as to provide .idequatc representation to the 
scheduled tastes and women in line with the 
73rd Amendment 

POSJ fill IlDN f IKMIM 

The/ilia Paiisiiad/Panchayat Samiti polls 
in Punjab wiincssed eletioial politics ol the 
prc-BhinJranw ileph.ise While (he Congress 
tried to take lull id vantage ot its position 
in maintaining ind consolidating ns hold 
the opposition gioups lelt no stone unturned 
to expose and d image Ihi loimei s imaec 
among llu voitis Most political parties 
which had gone into hibernation or laced 
a situation ol near extinction during the 
turbulent viais ic lively participated in the 
polls However ihe Congress which made 
siif hcicm inroads in the countryside during 
the jianc ha> ai c let lions of lanuarv 199) and 
the subsequent by-elections failed to 
maimain its position because ol discontent 
overaplethorao( issues Likewise IhcAkalis 
due to acute I icdonalism also failed to make 
much heailw iv among the rural \oters The 
Sikh pcasjniry hardly lallied around the 
divided Akilis Intact (he declining image 
ol the Congress md the acute laclionahsm 
of the Als ills had d impened people s 
enthusiasii) resulting in eonsidcTahlc 
decrease in polling percentage duiing (he 
Zilla Panshail/Panchayai Samiti elec lions 
In terms ol leadciship the prosperous 
individuils liiOing heltci socioeconomic 
status doinin lied in these bodies An 
appreciable nuinherol them belonged to ihe 
younger age group ol 25-40 years However 
in matters of education a large number ot 
them had obtained cither school-level 
education ot were uneducated Ihe low 
represent alionot women and weaker sect ions 
was another shortcoming ot these elections 

The post-poll scenaiio ol state politics 
indicates that the elections have paved way 
lor the revival ot more has and agitations 
The Akali DaK B) launched the Save Punjab’ 
more ha on January I 1995 lo at hicve three 
mam objectives to get the demands of Punjab 
accepicd by the centre to expose corruption 
and other misdeeds ol the state government 
and to dislodge the party lunning the slate 


and central goveininents (Tht* Tnhme 
Januaiy 18 1995) Badal expressed ‘We 
will go to cNery v illage lo mobilise pcMiple 
Wc want lo raise a very big Jan Shakti ’ 
Ihc Akali Oal(A) Icadci (5 S Fohra on the 
other hand launched tht Panth Hachao^ 
moicha Hi accused the ( oiigress legimeof 
heine intt Sikh and talked ihout an 
independent state ol Punjab within the Indian 
lonlecki iiion Some Akali Dal (A) Jeuders 
like Stmianjit Singh Mann advocate 
Amnisai declaration lorthcestablishmem 
ol <1 SI parate sovereign stale of Khalisian 
A ichel ( ongress MP Jagmeet Singh Brar 
launched the Lok Yudh morcha to expose 
corruption nepotism and lavountism of 
Beanl Singh s government To undo any 
harm these morchas might tender Beam 
Singh launched an offensive against the 
opposition He stated liwasmygovemmeni 
which brought about an atmosphere where 
Ihc A kalis can hold morchas ( The Fumeef , 
January 9 1995) Moreover the Congress 
launched a week long celebrations on the 
occasion ol the completion of Beam Singh s 
three years in office Numerous new 
development projcits weie announced on 
this occasion 

The most notable contribution ol these 
elections was that thev inspired the major 
political parties lo achieve unity in their 
lanks The Congress sialwarts Buia Singh 
md Beam Singh wcic brought together by 
inducting the former intothcceniral ministry 
in February 1995 With this Congress 
dissidents who supported Buta Singh also 
tell m line with Beant Singh Earlici, the rift 
between Buta Singh and Beaut Singh had 
got manifested m the issuing of a vhow cause 
notice hv the Pradesh Congress Committee 
to Buta Singh and his supporters and in the 
reshuffle ot the ministry wherein two 
ministers including Buta Singh’s nephew, 
were dropped Dissent also erupted within 
the chief mimsicr s inner circle The 
dittcrciices between the chief minister and 
Manindcnii Singh Bitta a Puniab minister 
and president of All India Youth Congress, 
surfaced in May 1994 Lately Bitia has 
alleged that the political secretary of the 
chief minister had links with the terronsis 
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{Tki* Tnhiwc ianu.iiy 12 imJ had 

aiuckcd ihi' Youth Congress vvoikeis in 
Ludhiana Howcvet with the cxfuiKion ol 
Arjun Singh Imm ihc party, the cnuws and 
rebels ot all hues wcic silentcd lor the 
moment 

The warrmg Akali taelions also decided 
to bury their hatchet with a view to displace 
iheC'ongrcss liom power Bcloic Mav 
there were as many as eight Akali parties 
m the state The cftoris to unite ihe Ak ihs 
were initiated by the Ak.tl I'aklii acting 
Jaicdhar Manpi Singh who suiceeded in 
bringing togctiiei six groups under one unit 
called Ak«ili Dal t AJ in Mav Bui tins 
unity IS incomplete until ilu Akali taction 
ic*d by Parkash Singh Badal lornier i liict 
minister and a mass leader ol Piin/ab 
peasantry, gets united with the party Ihc 
victory ol \kali Dal (B) in the Ajnala 
Asscmhlv by elcilion in Mav I^^^^4 luriher 
distanced it liom the Akali DihA) Most 
Akah Ddh B) leaders interpietcil it asa vcuIk t 
against Bcanl Siiigh as well as the Akali 
Dal(A) The Akali DahA) was labelled .is 
a party ot Ic.iders without tolloweis in the 
slate Badal became inJittcrcni to unity talks 
and asserted that unity without principles 
would prove meaningless However with 
the election or G S Tohi a as SGK picsident 
in November 19^4 and subsequently his 
party’s improved pertormance in the /ilia 
Panshad and Panchayat Samiti elections in 
Patiala Palehgarh Sahch Sungrur districts 
prompted Badal and his supporicis to 
reconcile to the situation Ihe Sikh elergv 
had also invol ved some umvei sity protcssoi s 
in the unity ctloris On rebtuary 22 iy9S 
these unity clforts boie fruit when the two 
major Akali factions agreed to loigt unity 
A nine*mcmhcr panel was tonstituied to 
tinahse the organisation and the political 
goals ot the united party The Akali Icadeis 
committed themselves in creuic a t ongemal 
atmospheie and forget the past bitterness 
Pormolly, the two major tactions united to 
form the Shiromain Akah Dal on April 14 
1995 The 1978 version ol the Anandpur 
$ahib rei^olution. which was adopted at the 
open session of the t8lh All-India Akali 
Conference held at Ludhiana on Octohei 
28-29. 1978 lormed the basis ol the unity 
between the two I actions This version 
eschews secession and lays emphasis on real 
and meaningful federal pnnciples It is this 
version which was authenticated by Sant 
Harchand Singh Longowul and is relcircd 
to in the Rajiv-Longowal Accord 1985 
Alter achieving unity, G S Tohra remarked 
that the days ol the Beam Singh government 
were numbered Likewise. Parkash Singh 
Badal while expressing saiistaeiion with 
the unity move stated that the Shiromani 
Akali Dal would take people from all walks 
ol hie irrto conlidencc to oust the Congiess 
Iroin power Badal was made the picsident 
ot Shiromani Akali Dal on April 22. D>95 


nils unity IS a by-pioduci of the Zdia 
Pai ishad/Panchayat Samiti [rolls which niiidc 
It explicit llua Ihe divided Akalis would not 
be ihle lo dislodge ihe Congiess from power 
B.Hlal souirighi reiec non oH he controversial 
Amritsar dectaialioiV was m indication 
that the unilcd party would operate within 
Ihe model ate Iramc work Intact not many 
people in Punjab would like m assoLiatc 
with the exliLimst line since ii hi mgs b.ick 
inemoiies oi the decade-long tuimoil in the 
stale I his liHi was ilic unamhieuous message 
cm.mating Irom the lecciu l\mcli lyai Samiti 
and /ilia Patish.id elections 
The (^)ngiess has i|so worked out its 
siralcgv m lesponsc lo the c hallcnge posed 
by the Akali iinily The chief minister has 
stepped up his all out ollcnsixc against the 
Akalis by alleging that llic> iic bent upon 
spoiling the pe welul c.litnati ^.icaicd hv Ihe 
Congiess goxcinmciit alh i l.iLing groat 
ditfunines Besides various loiuessions 
have been exteiidc'd to the state eovcrnnicnl 
by the centre Recently Ihepiimc minisier 
P V Naiasiinhi K.io whiK iddrcssing a 
niammoih tally at 1 udhiana im April 20 
1995 announced that the state s si.iggeiing 
deblot Rs5 SOOlkhc would he waived the 
pending clauses ol the Rajiv longowil 


accord would be implemented and central 
asMMance would be provided for the 
completion of the Them dam He also praised 
(he people of Pun[ah tor fighting against the 
menace ot lerronsm and said ‘Those who 
have been k 1 1 led i n the I ight canmn be brought 
back bui wc will give onc-and-a-hall-timc 
more assistance to Punjab for developmenf' 
{flit fnhtou April 21 1995) These 
announcements as apparent from the manner 
in which they have been made at a large 
public im*eitng will influence the prospects 
of the ruling party in future elections in the 
state 

Notes 

I Thi. Aiiiriisar dccLir.itiori which was passed 
at Akal 1 akhi on May I in the presence 
of the Sikh high piiests aims at achieving an 
autonomous regntn within the lederal stiuc 
lute where Ihc Sikhs could cn|os a glow ot 
trccdom it it was not fultiiled the Akali 
t) ill A) would wage \ siiiiggic tor a sovereign 
Sikh slate I he ridic iK m the party view that 
ihccsUblistuMi ni i>t a sovereign Sikh state was 
the IIuc ohjcetivc ot the declaration 
For details sec I* S Veima Oynaimcs of the 
Hanchay at i Ice (ions in Punjab PohiK alI < (m 
t)m\ hmund of hulut Vol ^ Issues ^ and 4 
luly IXecmbcr iUU4 
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Budgetary Silences 

Padmini Swakninathan 

The *crisis management approach* adopted by the finance minister ha^ meant that the livelihood concerns of the 
vast majority of the people in this country matter vers little to the rejornt piocew This article focuses attention on 
components of the budget which are vital for the enhancement of the t/ualitv of life of the people hut whic h, unfortunately, 
have been rendered peripheral by an absence of vigoious discussion 


THE amount of newsprint expended to 
characterise the budget as *popuiist\ 
'popular’, clection-lriendly etc, largely 
because of a visible social assistance 
component outlined among its contents has 
had the adverse impact of marginalising 
discussion on this and a whole range ot other 
issues Over the years the budgets have lost 
then moorings inasmuch as they have no 
comprehensively articulated goal to which 
they can address themselves T his has a lot 
to do with the dilution ot institutions like 
the Planning Commission which ai leasi. 
earlier used to piovidc a long-term locus 
with budgets taking care of short-term 
adjustments and taking stock as it weie ot 
yearly perlormancc Manmohan Singh has 
had the tinique upportunitv ol presenting 
every single budget since the initiation ot 
reforms in 1991 Untortunately the ‘crisis 
management approach’ adopted by him. and 
given the prot livity ot his party to shun any 
radical tesiructunng ot the economy has 
meant that the livelihood eoncerns ol the 
vast majority of the people m this Lountry 
mallei very little to die rctonn process Our 
assessment ot the hudgci, iheretorc focuses 
attention on such components ol the 
documeni which m our opinion are mote 
vital tor the enhancement of the qualilv of 
htc of the people hut which, untoimnaiely 
have been rendered peripheral by an absence 
of vigorous discussion 

SOCIAI ASSmANCl PRtKiRAMMI 

What is rcmaikablc about die budget 
1995-96 presented by Manmohan Singh 
(in contrast lo the other lour budgets 
presented by him since 1991) is a national 
admission ot the highly exclusionary nature 
of economic development Despite tall 
claims of apparent economic advancement, 
particularly since the reforms, the visible 
pcisistence of inequality, illitciacy and 
poverty, with rising absolute numbers of 
people below the poverty line, arc too 
embarrassing to be ignored any longer 
The human development index devised by 
UNDP ahd other intei national bodies 
placing India even below its immcdtaic 
neighbours has added considerably to this 
embarrassment 

Hiiheno. many of the items comprising 
the social assistance progiaiiime announced 
by the fiinancc minister have been in operation 


at various levels in different regions albeit 
in an isolated fashion Just a handful ot state 
govcinments operate schemes targeted at 
particular sections ol ihc pooi Otherwise, 
by and large, it is the NGOs and women’s 
organisations working at llic grass roots 
level who have taken on the bulk of the 
rcspon,sibiiUy in addressing the issue ot 
poverty A budgetary recognition of the 
need to provide for social assistance lo 
address the worst forms of the manifestations 
of poverty is therefore welcome, inasmuch 
as the issue of the persistence ol poverty is 
Nought to centre stage so that poverty 
alleviation through social assistance is no 
longer just an NGO or women’s issue (and 
Iherelorc peripheral lo other stale aciiviiics) 
but central to slate mtei vcntion whatever be 
the form ot govtrnance 

There IS no question that the soc lal welfare 
programmes so far in existence arc fliiwcd 
and imperfect Women’s organisations, 
labour unions eioups dependent on ihesc 
programmes etc have been vocifcious in 
critiquing these piogrammcs 'Iwo very 
dif Icrent sets of criticisms need lo be sorted 
out here The right attacks the progiammcs 
on grounds ol their high cost and alleged 
inefficiency The lelt and supporters of the 
piogrammes criticise them for their 
inadequate coverage, insut lie lent quantum 
othciprendered pumiiveicrmsoficnexacied 
as a condition lor receiving benefits oi 
services (thereloie excluding genuine 
benel iciarics), and piohtecnng by the bodies 
involved m (he piovisionol services While 
If may seem that neither (he right nor left 
IS happy with the programmes, the 
unhappiness the left is in (act a product 
otaqualiiativclvdilfcrcnicriliquc- ilstcms 
from an assessment that makes government 
directly responsible for intervention in order 
to alleviate poverty 

The feasibility ol the social assistance 
programme the institutional back-up 
required to administer and monitor the 
progiammc, the financial imphcaiionsof the 
same - these are not insurmountable, that 
such u scheme can be viably administered 
has been well argued (ut in an article by 
S Guhan (199M What needs to he 
surmounted however, is the pervasive 
pessimism aftlicting the mtclligenisiaol this 
country, who have over the years almost 
given up the buttle and now contribute very 


little intellectually and otherwise, towards 
chalking out concrete and operationally 
feasible time-bound programmes of action 
to alleviate poverty 

Exclusion from economic development is 
not unique to the developing countries, 
poverty in the US, lor example, has always 
been disproportionately ctinccnirated among 
minorities but ot late the convergence of 
gcndci and class is unprecedented in 
American history Women, especially 
feminists ik)w lead the way in resisting the 
attempt to dcsiroy the wclfaie slate in the 
US It IS. therefore not |usi absurd but even 
inhuman to even suggest that the millions 
ot pool households who will be with us’ 
loi decades to come sh<^uld wait patiently 
lor promotional measures lo enhance then 
general living standards and expand their 
basic capabilities 

LmPI OYMf ni 

Wc iaisol worked towaids a broader 
ob|cclivc ol shilling (he economy on to a 
path ol lapid emplovmcni generuiing 
grow (h Gi owlh has c i eated new fobs for our 
people In 1991 92 total employment grew 
by oi\iy about ^ million In each of the two 
Vcai s Ihci cartel cmpk^ymcnl inci eased twice 
as t.ist with abiiut 6 million new fobs added 
oath ycai The increase o* expected lo be 
even higher in 1994 95 Ihc drawing loom 
Cassandias who picdicted massive unem¬ 
ployment as a Lonscquencc of the reforms, 
have boon conclusively proved wrong 
It IS cslimtUed that the Rural Employment 
pi ogt amines under the Department of Rural 
Development generated about KOO million 
mandayN of employment in 1991-92 In 1995- 
96 these piogi amines aic estimated lo 
gcnciatc I 290 million mandays of employ¬ 
ment {Finance Minister's Budget Speech] 

Nowhere does the finance minister provide 
us with information on the kind of 
employment generated the categories of 
people who have benefited by this 
employment the level of wages paid etc 
We also need to have an idea of (he 
cmploymeiii lost due to closure of 
esiahlishmenls Otherwise it is not c lear how 
one can arrive ai the net accretion to 
emplovmcni either al a point of time or over 
a ftcriod of lime Further ihe i/futhis tu the 
employment gcncialcd is another casually 
in the wholcdiscussion on reform propelled 
employment generating giowin” ft requires 
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no great resean?h to comfir^tM ^ 
rural employment pmgramitiea uiMer which 
X million mandays are to be generated forms 
part of the informal sector to which almost 
90 per cent of the Indian labour force is 
condemned. While informal sector 
employment is the only option available to 
the majority of those existing and (hose 
joining the labour force each year (unless 
one chooses to opt out into the fold ot the 
unemployed), an increase in informal sector 
employment is not a matter to feel elated 
about and/or to be emphasised and 
highlighted as an achievement as the finance 
minister has done in his budget speech. 
Worse, the history of economic development 
does not support the theory of the transition 
from informal to formal sector employment 
even over the long run 
It would not be out of place to refer to, 
in this context, the statement released by 13 
well known economists and former 
bureaucrats critiquing (he ongoing reforms 
in India, and, the reply to this critique by 
T N Srinivasan and Jagdish Bhagwati {The 
Economic Tunes, April 17). The latter have 
pulled up the group of thirteen foi offering 
no evidence to support the contention ot 
increasing poveny and unemploy mcni under 
the reforms. Snnivasan and Bhagwuii are 
factually correct in that (he only published 
national level data on employment and 
unemployment \s from the 43rd round ot 
NSS tor the year 1987-KK 
But, by the same token, it becomes doubly 
important for the finance minister and his 
advisors to support with hard disaggregated 
level of evidence the claim o1 six million 
new jobs created each year in the last two 
years of the reforms and how this wi II increase 
in the next financial year. The misgiving, 
that the finance minister is talking ot 
employment of a low quality, is all the more, 
given the tollowing; (i) the trends in 
employment growth in India dunng the 
decade ot the 1980s, (ii) the experience in 
many parts of the world o! the phenomenon 
of jobless growth; (iii) Srinivasan and 
Bhagwati's subsequent muted silence over 
the whole matter and refusal to go beyond 
taking the group of 13 to task and face the 
issue of employment generation within the 
framework of the current reform agenda ot 
the government ot India. 

The employment generation capacity of 
Indian industnahsation has been extremely 
limited. Growth tn employment in ihe 
organised sector slowed down considerably 
from 2.7 per cent per annum in the 1976s 
to 1.6 per cent per annum in the 1980s. The 
slow down in the growth rate was in both, 
the public as well as the private sectors. The 
slow down was more prominent in the second 
half of the 1980s, which incidentally was 
a period of high growth of almost 8.4 per 
cent per annum m industrial production. 
Only about 10 per cent of the working 


population of the oounlry is employed in 
the organised secton Of ttrfs^ about S5 per 
cent is in the services sector and less than 
30 per cent is in the manufacturing sector 
ICMIE 1994). 

Unless radically different policies are 
developed and the problem of employment 
generation confronted frontally, it should 
not be surprising to find economic recovery 
of sorts being achieved with employment 
hardly being generated and good jobs even 
less so. While Srinivasan and Bhagwati 
deem it important to remind the group ot 
thirteen that the "overwhelming majority 
ot the labour force in India is employed 
m agriculture and the dominant mode of 
employment i.s self-employment and not 
wage employment”, we deem it necessary 
to point out to them (despite they being on 
the international circuit) that employment 
has consi.stemly lagged behind economic 
growth both in industrial and developing 
countries (Table I). For the developed 
countries, the UNDP's calculation is that 
three-quarters of the nsc in output came 
from increases in total productivity, with the 
rest from increased capital investment- 
without creating new jobs. Fortbe developing 
countries, on the other hand, less than a third 
ot the increase in output between 1960 and 
1987 came from increased labour, more than 
(wo-thirds from increases in capital invest¬ 
ment Without substantial policy changes, 
the UNDP points out, the employment 
outlook for people in the developing 
countries is bleak |UNDP I993.35| 

The labour force in developing countries 
will continue to increase by 2 3 per cent a 
year in the 1990s. requiring an additional 
260 million jobs .Taking into account the 
number of people unemployed or under¬ 
employed the total requirement for the next 
decade in around one billion new |obs This 
would imply increasing total employment 
in developing countries by more than 4 per 
cent a year in the 1990s, compared with 
less than 3 per cent in the 1980s. II present 
trends continue, it is extremely doubtful 
that countries will achieve such an increase 
in employment fUNDP 1993:37) 


Unlike our Finanoe however. Hie 

UNDP also refem to (he proUem of the 
deteriorating ^mliiy of employment both in 
industrial and developing couniriev. 
Employers have increasingly reduced their 
reliance on permanent workers by engaging 
a highly skilled core group of workers 
surrounded by a periphery of temporary 
casual workers. This problem, the UNDP 
says IS more pronounced in the developing 
countries, where much of subcontracted 
production is carried out by small enterprises, 
either microenterprises or enterpnses in the 
informal sector. 

Lest It be concluded that the call for 
subsianttal policy changes by UNDP is for 
‘.structural adjustment' oreven for ‘structural 
adjustment with a human face’, we would 
like to draw attention to the fact that, on the 
contrary, the UNDP has called for placing 
people at the centre ot political and economic 
change. 

The implications for placing people at the 
centre of political and economic change are 
[thus] profound They challenge traditional 
concepts of sccuiity, old models of 
development, ideological debates on the role 
ot the market and outmoded forms of 
international co-operation They cal) lor 
nothing less than a revolution in our thinking 
-Every instiiuiion .and every policy action - 
should be judged by one critical test' how 
does It meet the genuine aspirations of the 
pocple'^ A simple test, but vast in its reach 
[UNDP 1994:81 

11 the group of 13 has erred (as Srinivasan 
and Bhagwati claim) in assuming that poverty 
and unemployment has increased subsequent 
to the reform process, it at least had the 
record of the last decade to go by when in 
tact economic growth did not lead to a 
concomitant growth in employment. For the 
period beginning 1991, however, the 
government has not been able to produce 
concrete evidence either of the quantum 
and nature of productive investment 
actually undertaken in the economy, 
owncrship-wise or industry-wise or of 
employment generated: worse, the Finance 
Minister and his advisors have always 


Tabu& I GRf>wiH IN GDP AND Employmfnt. 1960-87 


Regmn or Country 

Average Annual Gmwih 
_RaieofOPP_ 

Average Annual Growth 
Rate of Emriovmeiit 


1960-73 

197.1-87 

1960-71 

1973-87 

Selected Developing Regions 

Afncu 

4.0 

2.6 

2 1 

2.3 

South Asia 

3.8 

5.0 

1.8 

2.3 

Latin America 

5.1 

23 

2.5 

2.8 

Selected Industrial Countries 

Prance 

5.5 

2.1 

0.4 

-l.O 

^Gennany 

4.1 

1.8 

-0,3 

-0.9 

Japan 

9.5 

46 

1.2 

09 

United Kingdom 

3 3 

1.3 

0.1 

-0.5 

USA 

37 

2.2 

1.8 

1.9 


SiHurt'e^ Hummi heveiopinent Hep^iri, UNDP, 1993. 
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astttme4 the employment generating 
capacity of the reform process without 
detailii^ how this has been arrived at. 

iNTaAStRUCTURE 

Infrastructure is another area of poteiuial 
weakness. If we are to aim at economic 
growth of 7 to 8 per cent which has been 
achieved in other counuics and which also 
can provide the jobs wc need for our growing 
labour force, then we need much larger 
investments and much greater efficiency in 
key infrastructure sectors such as power, 
..etc. Taking advantage of the Central 
government's initiative to encourage pnvate 
investment in power generation, many state 
governments are actively trying to, attract 
private sector investment in this area [Finance 
Minister's Budget Speech] 

The disassociation of budgets from plans 
is nowhere more starkly palpable than in the 
case of infrastructure development. Let us 
take the case of power generation. 

The Planning Commission’s Working 
Group on Piiwer for the preparation of the 
Eighth Five-Year Plan had initially estimated 
that even to maintain the current level of 
shortage in the power sector, i e, 9.5 per cent 
of energy availability and around 20 per cent 
of demj^d shortages, the existing capacities 
would have to he augmented by at least 
48,000 MW. 

This was further .sealed down owing lo 
paucity of resources as well as paucity of 
physical capabilities in the wake of reduced 
allocations tor two years preceding the start 
of the Eighth Five-Year Plan. The target for 
the Eighth Plan was reviewed and put at 
30,558 MW. 

In 1993-94 a review by the ministry ol 
power estimated that the total capacity 
augmentation will not be more than 20,738 
MW including the new private sector 
initiatives Wc arc in the third year of the 
Eighth Five-Year Plan and according to the 
former cabinet secretary ol the government 
of India, S Rajagopal, not more than 16,000 
MW will be added to the installed capacity 
in the Eighth Five-Year Plan. More impor¬ 
tant, many of the pnvate sector projects for 
which the MOUs have been signed will not 
be commissioned until after the start of the 
Ninth Five-Year Plan. Of the total infra¬ 
structure investment of Rs 4,40,617 crore. 
only 40 per cent is under implementation, 
30 per cent is proposed investment, 4 per 
cent is awaiting approval, and 26 per cent 
is announcements of intentions to invest. 

Of the total investment envisaged in elec¬ 
tricity generation, namely, Rs 3,37.997 crore, 
only 25 per cent is umkr implementation, 
36 per cent is proposed investment, S per 
cent IS awaiting approval, while announce¬ 
ments constitute the balance 34 per cent 
(CMIE 1994], 

More than 35 per cent of the total 
investments envisaged in the power .sector 
is concentrated in proposals from foreign 


enterprises. However, a good part of the 
growth in investment of foreign enterprise 
into the power sector is attributed to a 
substantial increase in the capital cost of 
power projects during the transition of several 
power projects from public ownership to 
private (foreign) ownership (Table 2). 

The policy framework under which 
private enterprise would operate in the 
power sector has been far from transparent. 
Replete with assured returns and guarantees 
and counter guarantees from government, 
the power policy is entangled with the 
private sector’s controversially high capital 
costs and secret agreements with SEBs for 
power purchases 

RATIONALt N)R AnNUAL CiIANGKS 
IN Diri-y Struodrls 

How is investment to be planned under 
such a framework? While individual 
entrepreneurs may benefit, the lo.ss and 
wastage lo (he economy as a whole is 
considerable. A quick but rough idea of the 
magnitude ot waste can be had from the data 
provided by CMIE m their document. Shape 
of Thini>s to Come, under the heading, 
‘Major Pro)ccis, Abandoned or Shelved 
Projccl.s’. Protects in the chemical industries 
have been particularly vulnerable. Our 
calculation showed that almo.si 6,500 crore 
worth of investment had to be shelved or 
abandoned on account of frequent changes 
in custom duties This figure does not 
include investment in projects below 
Rs UK) Cl ore 

Considering ihc lact that Finance Mini.sici 
I.S keen on emulating the success of the East 
Asian economics, it should not be diflicult 
to make a study, particularly ol wSouth Korea, 
which went through a phased import 
liberalisation piogramme by taking inlu 
confidence all the parties concerned with 
claims for and again.st import liberalisation 
changes being evaluated by an indepcndcni 
board Korea’s import liberalisation 
programme was adopted and strengthened 
to promote industrial adjustment, especially 


In bevvy industry, where government 
intervention and protection had nuftuied 
inefficient andexces^i veimpoit substitution, 
"Its salient characteristic wes gradual 
liberalisation over 'a number of years 
according to a prc-announced, phased time¬ 
table. Thus, the programme, ..left a level of 
protection that was still substantial, and it 
allowed postponement ot real import 
liberalisation where adjustment presented 
difficulties to firms" [Corbo. Vittorio and 
Suh, Sang-Mok 1992:2(X)|. 

A more serious outcome of this uncertainty 
generated by annual changes in duties is the 
impact on indigenous Research and 
Develpment (R and D). 'The Budget 1995-96 
has been particularly castigated for the harm 
that it is hound to have in the growing 
photovoltaic and electronic component 
industries. R Ramachandran {7'he Economic 
Times, March 25,1995 and March 29,1995) 
gives a fairly detailed overview of the record 
of government’s fundingfor the Science and 
Technology (Sand T) system of the country. 
He has shown how the generally good 
budgetary support to .S and T till the Seventh 
Plan had been reversed since the Eighth 
Plan, which came along with economic 
reforms, and policies of liberali.sation and 
globalisation. T!ic budgei squeeze wa,s 
particularly scvcic Irom 1992-93 onwards; 
while there is u 10.59 per cent increase in 
the 1995-96 Budget over the 1994-95 
Kevt.scd Estimates, this increase is largely 
due to Ihc substantial hikes in the budgetary 
.support to Lupital intensive programmes of 
atomic energy, space and ocean development. 
There is a real increa.se only in the funding 
lor ICAR and the CSIK after two years of 
near constant budgets. 

On the specjh impact ot the Budget 
1995-96 on indigenous R and D in the solar 
photovoltaic iiidnsiry (SPV), wc can do no 
better than quote Ramachandran in some 
detail; 

The worst sulTcrei s as a result of Manmohan 

Singh's largesse of duty concessions to 

foreign films this time round are going to 


Tabi.!. 2: Cost Escai ation in Powi^r pRoitrr 


Name of 

Project 

MW 

State 

Original 

Promoter 

Currcnl 

Promoicr 

Original 

Cost 

(R.sCr) 

Latest 

Co.si 

(RsCr> 

Allian Duhangan Hydcl 

192 

HP 

HPSEB 

Rajasthan Spg 


()72.(X) 

Amguri CC 

2K() 

AP 

APSEB 

A.ssam Power partners 

408 00 

1.2(K)00 

Dhain\vari-Suncla Hydcl 

70 

HP 

HPSEB 

Harza Engg Co 

150 00 

245 (K) 

Hihra Hydcl 

231 

HP 

HPSEB 

Harza Engg Co 

580 (X) 

7(W (K) 

IB Valley Thermal 

420 

OKI 

OWIC 

IB Valley Power Pvi 

1.800 00 

1.994 00 

KaiOeng Hydcl 

6(Kt 

AruP 

NEEPC 

Intercom Industries 

i,i54 m 

l,8(X).(X) 

Kaibi i.angpi Hydcl 

too 

As.s 

ASEB 

Bhaiui Hydro Power 

36.00 

295 (X) 

Korba West Extension 

420 

MP 

MPEB 

Mukand Ltd 

582 00 

1,680.00 

Nagothone CC 

4I0 

Mah 

MSEB 

Reliance lndusine.s 

l,(X)0.00 

l.5tXMK) 

Ramagundam 1’PS 

5(K) 

AP 

APSEB 

BPL Ltd 

1,390 (X) 

2,(HM)00 

Sanjay Gandhi Ther 

500 

MP 

MPEB 

Gii| Amhuia Cements 

493 (X) 

l,68().(X) 

Yainunanugur Ther 

nm 

Hot 

NTK' 

Ei.venhcrg Group 

1.150 (X) 

3.5CX).(X) 

Zero Unii Ther 

250 

TN 

NLC 

Si-CMS EIccti It Co 

397(K) 

1,125 00 


Soutce Shape of Things to Come ’, CM IE, 1994 
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be the dome^ttic solar photovoUaic ($PV) 
industry and the elecinmit component 
industo The Indian photovoltaic i^usiry 
can now be said u> he well esitabhehed 
comprising large and small capacity public 
and pnvatc sccioi units with capability in 
the entire chain of SPV systems production 
There is shoptfall in the indigenous capacity 
hH poly silicon Wafers and some raw matenals 
which IS currently met chrcHigh imports So 
one uould perhaps make u cast foi duty 
reduction on raw materials But extending 
the cuts to solar cells modules and even 
complete systems which involve 100 pei 
cent value addition is hound to push the 
industry againslthc wall The SPV industry 
IS notorious foi dumping bv loicign 
companies particutuily h> MNCs like 
Siemens, who me siumgon huge invcntoi ics 
Added to this will he the incrcasi.d ml lux 
o1 reject batches of solai cells and modules 
particulnriy from Russia | Indeed | toi the 
government the tci m globalisation has corns 
to mean open mviiation impoits and 
MNCv by intent rather tlian supporting 
indigenous industry to htc uric gloh.il That 
alone can explain these illugital icductions 
in duty structutes {Hu honomu Iinus 
March 25 1995) 

Dl (I IMMi P( III l( Inmsimini 

One of the moK disturbing aspects ol the 
budget IS the sharp icduction in plan expen 
diturc which will manliest itscll significant 
ly in the form of reduction in public invest¬ 
ment At one level the governmeru could 
have latkied the mllationary situation 
through public investmeni which would 
have simultaneously stepped up aggregate 
demand and expanded employment (The 
inflationary situation in the country has to 
be seen m ihe context ol over 20 billion 
dollars of foreign exchange reserves over 
^0 million tonnes of foodgram stocks and 
unutilised capacity m industiy ) At anothei 
and from a more long tcim pet spec tive 
public investment is needed to step up the 
rale ol investment in the economy 
The tinance minister has spoken of India 
becoming an csonomic powei m Asia Each 
one of the World Bank designated high 
performing economies (HPAE) in Asia has 
broken out nt ns underdeveloped slate with 
high levels of public inu^rveniion me hiding 
public investment along with high levels ol 
private investment 

As per the World Bank s calculations 
private investment in the HPAEs was above 
that in Ollier middle income economies by 
almost seven percentage points during the 
period 1970-89 The Jirectionof pnvatc and 
public invdMmem in the HPAEs however 
provides an interesting study in conirust 
Pnvatc investment m the HPAEs rose Imm 
about 15 per cent of GDP m 1970 to nearly 
22 per cent in 1974, then declined and lield 
at about 18 per cent hctwcc.ii 1975 and 1984, 

It contracted sharply between I9K4 to 1986 
rellatmg the global roceiwion. then aH.o vei ed 


by 1988 In contrast, pnvoie investment m 
the other low and middle income economics 
remained relatively stable at about 11 pet 
cent of ODP (World Bank 1993 42] 

The story w ith respect to public investment 
IS however very dilfcrcni In the 1970s 
ovciall levels ol public investment did not 
dillcr markedly between the HPAEs and 
othei developing economies But dunng the 
1980s the HPAEs and other developing eco¬ 
nomies diverged while m other economies, 
the tiscal contraction of macroeconomic 
adjustment was reflected in lower public 
investment rates in the HPAEs. conversely, 
public invesimeni shares actually rose 
between 1979 and 1982 and then remained 
^ai a level nearly 4 pciccniuge points above 
iheir 1970 average Thus in striking contrast 
Uvciscwherc public investment in 1980-87 
m these cast Asian economics was counter¬ 
cyclical to Ihe reduciion m private mvesimenl 
[World Bank 1993 43] 

The message is clear the debate on public 
investment in the country has dwelt much 
loo long on the issue of inefficiency ol the 
public sector (the automatic assumption being 
ihal the private scclor is more efficient 
because it addresses the market dircctiv) 
Very little intormed discussion has taken 
place on the changing forms ol public 
micrvcniion me ludmg public investment ihai 
the country needs ovci lime m older to 
provide the necessary stimulus to growth in 
the economy 

This of course docs not mean that public 
investment alone will achieve the results 
expected nor docs it mean that we should 
Ignore the question of the efficiency ol 
resource use What it docs mean is ihai we 
cannot get away Irom the leading role ot 
public mvesimenl and ihai the problem ol 
elficiency cannot be solved by merely pri 


vatiMhgthbih^iifiomybutthfthifhap 
reforms in the mami^mem of the stole sector 
and by enforcing accountability 
The issue ol declining public investment, 
successive scaling down ot targets in 
infrastructure, changing duty structures that 
adversely afleci indigenous technology 
capabilitybuildmg - thesedonotaugurwell 
lor the long-term development of the eco¬ 
nomy Besides, growth generated under such 
a framework will tend to (as it has been so 
far) exclude vast sections ot the people rather 
than benefiting them While investment in 
social assistancccan address only aminuscule 
section of the people excluded from 
development the sustainability ot the 
programme and of economic development 
Itself requires that poverty alleviation and 
employment generation he brought centre- 
stage Thiv would imply that all policies are 
geared lowaidsaddressing these issues rather 
than growth pet m 
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DISCimON 


‘Indiscipliiied Outpourings’ 

Myth and Bathos of Male Exclusion 

Mary E John 


FEMINIST-BASHING seems lo have 
become a popular pastime of late, especially 
among established academics. But even 
those inured to the growing intensity of 
such attacks are sure to he stunned by 
DipankarGupta’s breath-taking performance 
(The Fcmtnification of Theory’, KPW, 
March 25). Feminism is perhaps unique in 
this respect: about no other intellectual field 
could a scholar adopt - in the teeth of his 
abundantly evident ignorance - such a 
supercilious and offensive attitude; nowhere 
else could the basic tenets of academic 
practice be flouted so comprehensively and 
with such confidence of impunity. Ii seems 
beside the point, therefore, to speculate about 
the personal and/or prolcssional skirmishes 
in the corridors of academic power that may 
lie behind such an astonishing, yet ultimately 
predictable, outburst. It is far more important 
to examine how this particular attempt at 
feminist-bashing is structured, what it tries 
to get away with, and what it implies for 
Indian feminists. 

I 

The first part of Gupta's essay basically 
denigrates, caricatures and grossly 
misrepresents those disciplines which have 
been influenced by the alleged subjective 
excesses of postmodernism. Having made 
various high-sounding claims about the 
importance of disciplinary boundaries for u 
sociologist, and the ne^ to uphold the 
objectivity embedded in the concept of 
’society*. Gupta proceeds to give us the 
benefit of his superior theoretical rigour in 
the subsequent sections of (he paper: We arc 
treated to a stray assortment of articles by 
western feminists, mostly US-based, along 
with extracts from the work of the French 
feminist, Luce Irigaray, none of whom are 
ever introduced or contextualised in any 
way. At the very least, one would have 
expected such a self-conscious sociologist 
to specify the social location of the genres 
and forms of feminism he i.s analysing, with 
a parallel attempt to situate himself and his 
argument. Inst^, we are offered a series 
of accusations: all feminists are charged 
with treating the body as a text, which 
somehow means that they all espouse 
radically private positions not open to 
intersubjective communication. This is the 
result, we are repeatedly told, of the Tit* 
between postmodernism and feminism - all 
feminism, it would seem, is but a version 
of postmodemism.' Theonly 'theory' I could ‘ 
discDverin Gupta's diatribe was the apparent ^ 


belief that if something is said often enough 
•it becomes true. 

Is it accidental that feminists in India arc 
never explicitly alluded to or cited at any 
point? On the contrary. As I will attempt to 
show later on, Indian feminist scholarship 
and the Indian women's movement arc the 
repressed of Gupta’s text. Either there isn't 
any Indian Icnnni.sm to .speak o1, or it is 
industinguishahle from Veenturv femmine 
(a phrase meaning feminine discourse in 
France), or the writings in the American 
journal Sif^ns 

But before taking thi.s up any further, it 
IS necessary to spend .some moments looking 
at the essays Gupta docs cue, just to get a 
scn.se ot the incredible distortions he is 
capable ol. Surely, it is only an extraordinary 
talent that can get practically everything 
wrong! 

II 

Gupta throws out the notion of recrituir 
feminine at the very beginning of the essay 
as being representative of all contemporary 
feminism. Most readers in India would have 
access lo the French women’s move¬ 
ment - and (he new French feminisms’ that 
emerged during the l96()s-only through 
the translation and subsequent insti¬ 
tutionalisation of certain French theorists in 
the English speaking west, mainly the US. 
This process has been quite selective and 
uneven, as an early American anthology 
[Murks and dc Courtivron 1981] already 
at(est.s. So, one ought to be especially wary 
of making any generalisations in such a field. 

Gupta, of course, disdains such caution; 
but what IS even more .shocking is that he 
does not seem to have understood the 
rudiments ol even the most highly-publicised 
versions of French feminism. Contrary to his 
assertions. I'ecriturefeminine has not been 
about ’’writing the body” in the sense that 
’’women cannot be apprehended by theory”, 
much less that ”it is important to be a woman 
to know a woman” (Gupta t995a:620]. 
Indeed, according to Julia Kristeva. an early 
theorist on the subject, certain avaitt garde 
inaie writers (such as Mallarme, Genet and 
Joyce) were closer to this new style of writing 
than many writers who happened to be 
women. The purpose of i'ecnmre feminine 
was not to emf^sise the importance of 
one's subjective female identity. Rather, 
what gained most attention (e.specially 
abroad) was a special ’French' focus on the 
fields of philosopliy (especially German 
philosophy and Marxism), linguistics, 


psychoanalysts and literature. It was within 
thisdistinctive, highly theorised disciplinary 
matrix that some French feminists made 
very different sophisticated analyses of the 
structures of male oppression, and of 
women's preordained presence or, more 
often, absence, Iroin the dominant order of 
things. 

Among (he French feminisi intellectuals 
who have been intervening in this complex 
field - at different levels and In many 
different styles - is the psychoanalyst Luce 
Irigaray. who is singled out by Gupta. Part 
of Irigaray’s work ha*: involved detailed 
dcconstructivc rereaclings of the we.stem 
philosophical and psychoanalytical 
traditions - Plato, Freud, Lacan - to reveal 
the kinds of masculine bias and contradictory 
claims to truth that had so far gone 
unquestioned [Irigaray 198Sa. I985b]. 
Another aspect of her work involves an 
attempt to explore the theme of female 
sexuality [Ingaray I985al. This latter work 
has been tar more difficult, for it i.s one thing 
to interrogate the conditions of production 
of pre-existing discourses, but quite another 
to embark upon new formulations that seek 
to go beyond ”a recuperation of the feminine 
within a logic that maintains it in repression, 
censorship and nonrecognition” [Irigaray 
I985a:78]. 

How insighilui or useful is Irigaray's 
work on female sexuality? This question 
has been the subject of ongoing arguments 
among feminists on both sides of the 
Atlantic for the past two decades. Refusing 
to participate in - or even to acknowledge 
- this genuine debate within feminist theory, 
Gupta's derisive dismissal of Irigaray seeks 
to assert a critical authority without even a 
shred of the scholarly responsibility that 
should precede it. Indeed, he seems to 
vehemently deny - a priori > even th6 
possibility ot a female sexuality that could 
be less ngid and unidimcnsional, once freed 
from the constraints imposed by the norms 
of hcicrosAual masculinity. The only way 
he seems to he able to deal with sexual 
difference is by coming up with offensive 
descriptions of strip iea.se performances. 

if onl^ Gupta had genuinely attempted to 
rettd some of the commentaries he cites in 
the mistaken belief that they support his 
position! Maggie Berg, for instance, provides 
her readers with a sense of the wide range 
of response.s to Irigaray, as well as with a 
strong explanation for the dift'erence in the 
reception of Irigaray and Lacan* Whereas 
Lacan, whose work Gupta uses quite readily 
(Gupta 1992], is given the benefit of doulH 
regarding his equivocations about the 
phallus, Irigaray is interpreted reductively 
as only talking about the literal female 
body. Instead of perpetuating such reductive 
interpretations. Berg invites the reader to 
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think about female sexuality as a site of 
potential transformation (including, I might 
add, the possibility of a profound alteration 
in the relation between the sexes), and to 
imagine the irony, the politics, and also the 
pleasure of Irigaray's efforts. 

If Gupta has so much trouble with explicit 
and extended discussions of sexuality, why 
not take recourse to his much*flaunied 
identity as a sociologist and try to contcx- 
tuaiise a French feminist like Irigaray withm 
French culture and society? Then wc might 
actually have seen something interesting 
emerge - an analy^s 1 s, perhaps, ol the 
historical evolution of love and sex into 
quintessentially ^French' themes, or of the 
unique institutionalisation of psychoanalysis 
in ttat coumry rather than elsewhere in 
Europe, as theireal social conditions of which 
theorists like Irigaray were responding. 

But instead, things go from bad to worse. 
Afta his reading of Ingaray, Gupta cites a 
number of ^'mainline’* US feminists to show 
us (hat they all subscribe to ''the subjective 
textualising of the body*’ where truth is 
meaningless [Gupta 1995a: 619]. Surely, 
there is something positively obscene about 
an ac^emic of Gupta's standing achieving 
his aims by misquotations, by beginning a 
line ffom one essay and concluding it with 
a phrase from an entirety different one, and 
by converting the very notions a teminist 
is criticising into the cherished beliefs of 
feminism! 

Togivesomeexamplesforthe incredulous; 
contrary to the effect of Hextualised bodies' 
produced by the quotations he so 
irresponsibly strings together, Mary 
Hawkesworth, for one, argues for a shift 
amongst feminists from an emphasis on the 
knower (male or female) to 'the standards 
of evidence, paradigms of explanation and 
norms of truth" that condition human 
cognition as a practice [Hawkesworth 1989: 
555], Her purpose is to go beyond the 
relativistic tendencies in otherwise useful 
postmodern analyses. Mascia-Lees, Sharpe 
and Cohen (1989) are dead set against 
postmodern anthropology, lince, in their 
view, the new trends leads to conservative 
politics. The current crisis in anthropology^ 
would benefit far more, they believe, from 
lecent American debates on the*differences 
among women, first raised by US women 
of colour. The influential philosophical work 
of Judith Butler (1990, 1993) comes from 
quite another angle, inthcinteiesis of lesbian 
and gay politics, she has been continually 
refining her use of theorists such as 
Foucault. Oemda and Lacan to destabilise 
the iqiparently fixed structures of hetero¬ 
sexuality. One of her primary injunctions is 
that feminists must learn to do without a 
foundational category (such as woman or 
the body), because it '^presumes, fixes and 
constrains the very 'subjects* that it hopes 
to represent and liberate" [Butler 1990:16]. 


In a piece so crowded with Himalayan 
blunders, the Everest of them all is probably 
Gupta's treatment of Sandra Harding 
(1986b, 1987). Gupta claims that not only 
is .she, like all the rest, dismissive of truth 
as a patriarchal delusion, but that she would 
not "even begin a discussion with those 
who arc of a different sex" [Gupta 
1995a.619] One begins to wonder whether 
Gupta has lost the basic ability of reading 
what is on the page, for thisis what Harding 
says; 

The best feminist analysis... insists that the 
inquirer her/himseif be placed in the same 
critical plane as the overt subject matter, 
thereby recovering the entire research 
process for scrutiny in the results of the 
research 

...Introducing this 'subjective' element into 
the analysis in fact increases the objectivity 
of the research and decreasc.s the 
'objectivism* which hides this kind o( 
evidence from the public [Harding 1987 9. 
my emphasis] 

Harding is unusual in her insistence that 
men who arc sympathetic to feminism and 
who recognise the exploitation of women in 
everyday life be included in the feminist 
community, especially since eveiy issue is 
a feminist one: 


ampoiticutariysoHiiblefix^ 
to feminism to conduct. These am a critical 
examination of the gendered dimensiona of 
men's thoughts and behaviours historically 
and aoes-culturally... 

In addition to the scholarly or scientific 
benefits which would accrue from such 
studies, this kind of self-critical research by 
men makes a kind of political contribution 
to the emancipation of women which 
inquiries by women cannot achieve (Harding 
1987:112, emphasis original]. 

One could go on and on in this vein to 
show up the gross distortions and outright 
falseho^s in Gupta's account, except that 
It is »uch a tedious and depressing chore. 
It should be painfully obvious by now that 
feminism in the US is certainly not a variety 
of postmodernism. The complex trajectories 
of the many distinct strands of US 
feminisms - including the extremely 
signifunnl iiitenscclions, oppositions and 
alignments w ith French theory - are themes 
loo vast to be broached here. Far from 
being cl lawiling host, the journal Signs has 
retained much oi its 'American* charactei, 
publishing more articles that ate cntical of 
postmodernism than those that are 
celebratory. Contrary to Gupta, Marxism 
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for US fotmmsm in an eariier phase, nor has 
it ceased to be a presence tcxiay. 

it can be readily accepted that postmodern 
insights have made a significant difference 
to the western feminist field, especially in 
the turn to questions of representation and 
subjectivity. The emphasis on textuality has 
underscore the absence of any unmediated 
access to reality, including (Gupta may please 
note) the loss of any natural relation of 
authority to one's personal experiences or 
to one's own body. Speaking of 'fictions* 
is only a way of alerting us to the fact that 
ail knowledge claims are discursively 
produced and do not escape the conventions 
of language(of narrative structure, tropisms, 
and so on) associated with literature. As 
Clifford Geertz pointed out long ago, fictions 
are not falsehoods! Similarly, the insistence 
on the partiality of all (including, and 
especially, scientifically produced) truths is 
not a resort to a pnvate realm, whether in 
anthropology or feminism, but to greater 
accountability (Clifford and Marcus 1986: 
Clifford 1988; Haraway I9<)1]. Quite in the 
face of Gupta's accu.sations of exclusivity, 
feminists have been extending their analyses 
intv fields ^1 inquiry nil lecently the 
prerogative of men - whether it be the worlds 
of science [Harding 1986a. 1991), analyses 
of the state (Moore 1988], or a rereading of 
E P Thompson's The Mcdang of the English 
Working Cias.* (Scoii 1988)- along with 
reconceptualKsations of more obviously 
gendered themes like mothenng, sex work 
and sexuality 

Far from marking the lack ol a desire to 
communicate, the recognition of the 
textuality ol the ^orlJ and or human 
practices is an invttatton to mtersubfecuvity. 
For what is the meaning o( a text that is 
only read by its 'author' ?The typical foumai 
articles in Signs provides a powerful 
enactment of the intersubjectivity of the 
feminist community - it often hundred- 
plus footnotes referring to the work of a 
host of other researchers in the field, 
while the main text itself is busy building 
upon, refuting, or modifying the existing 
corpus of relevant theories, whether 
feminist or not. This does not preclude the 
possibility of unequal readings, new 
suppressions, conflicting interpretations or 
incommensurable spaces. But if someone is 
unwilling even to begin to read, hasn't he 
excluded himself from this community by 
refusing the most minimal precondition for 
membership? 

in 

Given the consistency of Gupta's 
distortions, however, perhaps we are 
dealing with something more than mere 
unwillingness. This brings me to the last, but 
tn many wavs most important part of my 


res^nse. As I mentioned early on, the 
omission of any discussion of Indian 
feminism cncs out for comment. This 
suppression is only lifted at one moment 
in the text and that too only indirectly; 
Gupta invokes a newspaper article by Andre 
Beteille to claim that men these days are 
being 'pushed back* by women in a number 
of fields, especially in the academy (Gupta 
I995a:6l8]. Are wc being asked to Mieve 
that a possible change in the composition 
of students attending institutions such as 
the Delhi School or JNU is the work of 
Indian feminism?! 

Almost a decade ago, Neera Desai and 
Maithreyi Knshnaraj offered a sharp and 
succinct analysis of the demography of 
higher education in India. They suggested 
that upper middle and middle class hoys go 
to elite imstituiions in the elite disciplines 
(engineering, medicine, management and 
other professional course.s), which the girls 
from these classes are usually discouraged 
from attending These girls thus come to 
"share a common destiny" with the upwardly 
mobile boys Irom rural well-to-do or urban 
lower class families: they both gravitate 
towards the second tier of the educational 
system consisting of, so to speak, elite 
institutions in the subaltern disciplines and 
subaltern institutions in the elite disciplines. 
In other words, the educational system 

!s divided not only on the basis of socio< 
economic status but also on the basis of sex 
The relevant difference here is that while 
hoys from certain backgrounds often cannot 
succeed in gaming admission lo elite 
institutions, the girls in question are not 
allowed to try to succeed [Desai and 
Knshnaraj 1987:157-58) 

Had Dcsai and Knshnaraj written this in the 
1990s, 'socio-economic status' would also 
explicitly include an analysis in terms of 
caste and community. Moreover, with the 
onset of globalisation, the pastures of a 
Hindu upper-caste metropolitan male elite 
extend well beyond the staid options of 
medicine and engineering. This may well 
have altered such an elite's attitude to the 
social sciences. But to hold a handful of 
(increasingly visible) women academics 
guilty of "pushing back" the (upper caste, 
middle class) males in the profession is 
surely to betray a combination of ressentment 
and paranoia. 

Gupta is probably unable to pay any 
attention whatsoever to feminist debates at 
home [e g, Knshnaraj 1990] because then 
the shoddy, sloppy ammunition lie managed 
to put together would have misfired 
altogether. First of all, engagements with 
postmodernism have been few and far 
between here. When they have occurred, 
they have produced important critiques of 
postmodernism - like the early feminist 
discussions of the limited usefulness of 


postmodern theoriq^ in Indian and third 
world contexts [Sangan )987:Tharu 1988] 
which have been influential txfth ar home 
and abroad for initiating a productive 
critical stance unknown before. Or they 
have involved the constructive use of 
feminist postmodern insights to open up 
entirely newnon-westcm^lds - likewomen 
in colonial history (c g, Mani 1989] or the 
contemporary realignments of caste and 
community | e g, Tharu and Niranjana 1994]. 
No mindless celebration of textuality here, 
no private rejoicing over the demise of truth. 

However, the fact is that the bulk of 
feminist scholarship in India has for quite 
some lime been moving along tracks very 
far removed from postmodernism or even 
its most distant relatives. My astontshment 
knew no bounds, therefore, when 1 came 
across a book review by the very same 
Dipankar Gupta that actually claimed to 
have read Bina Agarwal's latest study A 
Field of One\s Own [Gupta 1995b: 184], 
Unfortunately. Gupta's brand of arrogant 
Ignorance takes over trom the very opening 
line: 

At last a serious study on gender which 
communicates to both sexes without 
privileging the female body and flaunting 
bawdy terms, the book makes no concessions 
to indisciplined outpourings .so characteristic 
of contemporary feminist literature [Oupta 
1995b-184] 

Clearly Gupta does not think he has 
anything to learn from the major field-of 
gender and development, which - for better 
or worse - has never crosssed paths with 
French theory. At the same time, he feels 
fully entitled to demarcate the legitimate 
boundaries of a "serious study of gender" 
in India: Only rural women count (all others 
are "besides the point"), and only questions 
of empowerment are relevant. So while 
Agarwal is a good girl on the first score, 
she is faulted for meddling with themes 
such as "higher yields per acre” that are 
presumably best left to the boys. Is Gupta 
aware that Agarwal is among our best 
known development economists, and is 
also, to boot, one of those early feminists 
who has made most things her business, 
from mechanisation and the green 
revolution, poverty and the environment, 
to land and legal rights [Agarwal 1980, 
1986a, 1986b. 1988, 1994; see also 
Duvvury 1989]? If about 30 per cent of the 
female workforce is now outside 
agriculture, and if all the data trends go to 
show that this percentage is growing, why 
are studies on women's struggle.s lor urban 
survival [e g, Kalpagam 1994] besides the 
point? 

Gupta is lull of bud contradictions. 
Feminists are first attacked for dealing with 
something .so personal as the body. But 
when they move into male territory, such 
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as economiON ttey ate pfMiy lupnmanded 
In the course of tiis revjewv t^pta hands out 
the strangest of backhanded comphnients 
that Agarwal has "efteotivcly scotched the 
rumour that matrihneal soctottes arc also 
matnarchal*'. The notion of mauiaa% has 
not been in academic use tor over a cenmn - 
whether in the voluminous anthropotogita) 
literatuce or in temimsm. Or did Gupta need 
Agarwal to tell him that? 

IV 

in Gupta’s (EPW)m\ch, Indian leminisis 
are trashed by u pioccss ol dispiactmem 
Having attacked western feminists and said 
nothing at all about the situation here, 
feminists in India are cllectivcly put down 
His {India Today) book review would at 
best concede that there could be one tcminisi 
out there with a serious thoughi or two in 
her head. 

How Gupta’s attack could take the tonn 
ol self-exclusion is most peculiar ot ail It 
IS a truism today that trade unions would 
not be primarily looking out lot managers 
to 'consult* (Gupta 1995a.620|, oi that the 
history ot colonialism required the 
confrontations of third world nutioiiahsms 
Why then does the political privileging ot 
a feminist community where women arc the 
initiators and most important interlocutors 
produce such paranoid reactions and pathetic 
outcries'^ 

Rather than wasting them on the likes 
of Gupta who refuse to read but insist on 
ranting, the EFW\\ pages may be better 
utilised in generating much needed 
thoughtful analyses ol the socio-cuitural 
trends that underlie the increasing legitimacy 
enjoyed by fcminist-bashuig academics 
today 

Notes 

II am grateful to Salish Deshpande and Tcjuswini 
Niranjuna for their helpful suggestions ) 

1 Like many other denigrators Gupta uses the 
term 'postmodernism* quiie inaccurately 
Sunctiy speaking, ii refers to movements in 
architecture and art In the subsequent section 
of French feminism. I have attempted to provide 
a bnof sense of what this term is being used 
to cover, other shoithond tenns have been 
poscstruciuralism. Fnpnch theory, or. simply 
'theory*. A longer discussion is needed, but 
cannot be undertaken here 

2 Gupta may for <>nce be nght to single out 
anthropology from amongst the social sciences 
(in the US) for its posunodem 'turn* Bui it 
IS surely the height of dismgcnuity to account 
for this influence in tenns of the pnvatised 
nature of trodiaoiial ethnographic fieldwork 
The entry of postmodernism was unusual 
because of the uniqueness of anthropology's 
cniis - 0 ensts brought on by the growing 
exposure of its complicity with the power 
leiattons of colonialism (Asad 197.11 (Sne of 
the effects was a more self^ieflexive practice. 


wtdi i 

alms IntficeorainfiMbates.^ 
a wute army of positApns »' what they shmd 
was a belief ip the distinctiveness of ibntinisin 
from postmodernism for a transformed 
ethnographic practice [Siruthem (987. Stacey 
\m. Gordon 1988: MasciaAjses c\ al 1989. 
Abu-Lughod 1990] 
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Presents 


THE STATE OF INDIA'S 
ECONOMY 1994-95 


The annual f conomic Survey ofthe Ciovemment of India is becoming more of a window-dressing cxcicise rather 
than reporting on the real State of the Indian Lconomyunderthe structural adjustment programme I or the last two 
years, a group of eminent economists, social activists, academicians, NCiOs and trade union leaders has e come 
togcthei to prepare an ALTERNATIVE ECONOMIC SURVEY which criticallv examine'' the impact of 
structural ad|ustmcnt programmes and policies on the economy, people and environment 

To strengthen this initiative with a definite focus and coherence, this year, the Public Interest Research Croup 
has brought out 1 HE ST^TE OF INDIA'S ECONOMY 1994-95 which gives a detailed critical oscrview 
of economic and ‘ al issues nis overview tiighlights 

■ Sekious dist^rtiori - in Industrial and Agricultural growth; 

■ Plunder of India's Public Assets through Privatisation of Infrastructure; 
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There has been consid^able debate about the inqMdf of eniMik^ic refmns 
on the poor. The empirical base for calculating the various poverty 
measures comes from the household consumer expenditure surveys 
conducted by the National Sample Survey Qiganisation. The latest 
available tabulations for the post-reform period relate to the 47th round 
covering the six-month peric^ July-December 1991 and the 48th round 
covering the calendar year 1992. What does the evidence show? 1373 


Confrontation over Hong Kong 

Britain's demission of sovereignty over its last significant colony at 
midnight on June 30, 1997 will be the grand finale in the protracted 
imperial retreat that began almost exactly 50 years before when 
independence was granted to India and Pakistan; but, almost uniquely, in 
this case when the British flag is hauled down for the last time, it will 
be replaced not by the emblem of a local independence movement 
become inheritor of power, hut by the flag of another state, the 
People’s Republic of China. After coming to accept that the return 
ofHong Kong to China was ineluctable, Britain succeeded in 
negotiating with Beijing what promised to be a co-operative and 
cordial transfer of power. How was that agreement achieved 
and how has it come to be undone? 
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Construction of Identities 

Violence us patnarchy derives from 
the capitalist ideology of 'success*. 
Viitually any kind of political 
violence, most notably communal 
violence in the Indian context, is 
predicated upon one or another 
.transmutation of ide ntities. _ 1365 

New Alliances for Old 

The collapse of the SP-BSP coalitibn 
in UP has exposed the limitations of 
OBC-Dalu politics. It has also opened 
up Uie possibility of a new secular- 
democratic alternative which can 
genuinely lake care of the people’s 
aspirations for communal harmony, 
development and empowerment of 
the poor, including dalits. 1355 

Whatever the BSP’s reasons for the 
alliance with the BJP, there is a 
history of relations between certain 
sections of dalits and militant 
Hindus in north India. This is an 
issue which the BSP leadership will 
have to grap ple with now. 1357 

Money Market Chaos 

At the root of the current chaotic 
conditions in the financial system in. 
general and the inone) market in 
particular are the massive borrowings 
by the government to cbver its 
nevemie deficit. The size of domestic 
saving is simply not enough to 
finance such large bonowingi 
without starving productive 
sectors of inatitiitional credit 1348 


1384 

Partial IVuths 

It is intersubjectivity, rather than 
objectivity or subjectivity, that one 
(male or female) strives for in 
understanding society, whether or 
not this is an outcome of 
postmodernism or of an increased 
understanding of the nature of 
fieldwork and theory today. 1399 

Many Exits 

The government is yet to announce a 
formal Exit Policy. Meanwhile, 
it has settled for an unstated exit 
policy the cornerstone of which 
is the voluntary retirement 
scheme and the contract system. 1359 

New' IVoika 

A new triangular 'division of 
authority* among the IMF, the 
World Bank and World Trade 
Organisation is emerging, with the 
IMF calling for 'more effective 
surveillance* of developing 
countries* policies and increaied 
co-ordination among the three 
international bodies. _ 1364 

Citizen Disarmed 

Neither in paiiiament nor in the 
media is there any attempt to question 
the premises of the defence ministry's 
geo-strategic assessments on which 
are based the budget proposals for 
defence and other security 
operations. 1361 



LETTERS TO EDITOR 


Is * Ulki’ Still So Important? 

S SHUKLA’s Idler (April 29) simply 
shows that even now *bhadralok* schi)lars 
like him are not ready lo reassess the H)le 
of the bhadralok in the development ot the 
colonial policy on education. It is strange 
that they still hold the simplistic view of 
colonial history as propounded by early 
nationalist scholars. Hi.story us a conij)lcx 
process involving many coniradiciory 
forces, they refuse to rcLognisc. In the 
namcot the mam coniradictum they ignnic 
the limits of .the nationalist movement. 
True, the main contradiction is crucial, 
but no less imporiani is how the other 
contradict ions are channelled toward v the 
main contradiction. It is amusing that 
Shukla shfiukl speak of class commitment 
and yet hold a simplistic view of history 
which Ignores class contradiction. 

To disprove my contention in iny ai tide 
(April 1) and to shpw the limits ol my 
‘sense of liisuiry’ and class Commiimcni, 
Shukla has pul forward three arguments. I 
shall lake them one by one. 

ID According to Shukla. the “more 
relesani contradiction" was “Empire’s 
desire to keep bhadralok in check". F^.ven 
if there IS some truth in this proposition, it 
does not explain why the Empiie should 
encourage mass cducuinm and wh> the 
bhadralok should oppo.se such a move It 
may be noted also that it w'as the colonial 
power which designed and helped the 
growth ot the bhadralok and during the 
.seventies ol the last century the bhadialok 
were still to emerge as a toiec waniiitg lo 
challenge the Empire, let alone actually 
doing so. On the contrary, they weie 
behaving exactly as the propouiulcis tif 
the colonial policy of education wanted 
them lo - as loyal subjects. They \^ere 
aware that the permanent sciilcmcni and 
English cducaiioii ensured their privileged 
position in Indian society and would not 
allow any change which might threaten 
that position The policy of Mayo and 
Campbell, it appears, sowed the .seeds of 
dtsenchantmcnl between the bhadralok and 
the Empire which sprouted during the 
lime of Cur/on. 

(2) There may be an apparent similanty 
between the collector-favoured E in pc 
.schools vs education depariment- 
bhadralok iavoured D type schoiiis and the 
collcctor-dominaied Total Literacy 
Campaign (TLC) vs the education 
machinery as has been observed by Shukla, 
but in reality the two moves arc 4|uiic 
different The contradiction between 


E type and D type systems of schooling 
represented the conflict of interests 
between two social classes. It is meaningful 
only when considered in the 19th century 
social and political context. The TLC was 
supposed lo be organised by a district 
level registered society composed of 
people from different walks of Life, though 
the collector had a definite place in the 
process. The Tl,C represents in fact the 
recognition of the failure of the slate to 
implement the constitutional directive 
regarding universal education for children 
up to the age of 14. No doubt the campaign 
suffered from all the limitations a state- 
sponsored programme was likely to suffer 
from. At the same lime, the TLC opened 
up an opportunity for radical forces to 
make use ol the space tor initiating an 
alternative system of education for the 
labouring classes, if not a movement for 
counter-education. It is a different story 
that the radical forces failed to make use 
of the opportunity and the collectors in 
their zeal to produce figures to show 
achievements were able to reduce the 
programme to a mockery. 

(3) I have no disagreement with Shukla 
regarding the fact that ‘hunger’ plays a 
part “in depriving the mass of children of 
the very possibility of schooling”. In fact, 
in my article on ‘Problems ot Universal 
Elementary Eduealion’ (December 3, 
1994) I had dealt with this aspect of the 
problem. I argued that factors external to 
the cducalion system play perhaps a more 
imporiani role than factors internal to the 


system. However, that does not mean that 
one should not demand universal 
elementary education and should not talk 
of curriculum reform and changes in the 
system of education which would be more 
relevant and more suitable for the 
labouring masses. I fail to understand why 
and how such a discourse would “obscure 
the part sheer hunger plays in depriving 
the mass of the children of the very possi¬ 
bility of schooling" and/or help legitimise 
“state policy, successfully masking the 
real contradiction", ibelievethat Gandhi’s 
scheme of basic education through ‘profit- 
yielding productive labour’ was an attempt 
to address this problem of hunger and 
education. It was no wonder that Gandhi’s 
scheme of education was disliked by all 
the major political parties, including the 
Muslim League and the Communist Party 
of India. The Indian National Congress, in 
fact, sabotaged the scheme. 

1 wonder if Shukla would consider 
how his opposition to the Yash Pal 
Committee’s modest recommendation for 
restricting the juri.sdiction of the central 
school boards such as the CBSE to 
Kendriya and Navodaya Vidyalayas and 
for affiliating all other schools to the 
respective state boards as a measure to 
counter the spread of English medium 
elite schools, in fact, helped to legitimise 
the government’s policy of a segregated 
system of education. 
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Too Much Food? 


O NE aspect of its economic policies where the 
government is facing seemingly intractable structural 
problems is the management of the food economy. As a 
result, the situation ol plenty coexisting with large-scale 
poverty and malnutrition is growing steadily worse. The 
government’s attempt to address the problem within its own 
limited perspective has led to rapid rise in stocks of foodgrains 
with the public procurement agencies and reduced offtake 
from the public distribution system. Food stocks with 
government agencies rose from 22.2 million tonnes at the end 
of March 1994 to 27.7 million tonnes at the end ol March this 
year and further to 30.S million tonnes at the end of this April 
Offtake of loodgrains Irom the public distribution system, on 
the other hand, tell for the second year in succession in 
1994-9S, to n.2 million tonnes from 15 million tonnes in 
1993-94 and 17.2 million tonnes in 1992-93. 

The immcdiule cause of these disquieting developments is 
the narrowing dilfcrential between open market puces and 
issue prices ol the public distribution system. Thi.-, in turn has 
been the outcome of the large increases that have had to he 
made in the issue pi ices to olfset the increases in piocuicment 
prices and bring down the government’s food subsidy. While 
procurement pi ices of rice and wheat were rai.scd by some 60 
to66perceni between 1990-91 and 1994-95, the issue prices 
of the two ccicals have been increased by between 72 and 86 
per cent over the same periixl. For the common vai lety of rice/ 
paddy, while the procurement price has been raised by Rs 135 
per quintal, the issue price has been jacked up by as much as 
Rs 248 per quintal. For wheat the respective mciea.scs have 
been Rs )35 per quintal and Rs 168 per quintal, incidentally 
implying that the subsidy element has been moic drastically 
cut for rice than tor wheat. The sharp increases in the central 
issue prices ajiart, the consumer-end retail prices foi gram 
from the PDS fixed by the state govci nments bear substantial 
mark-ups, except in Andhra Pradesh and Tamil Nadu. The 
ntark-ups arc the highest in Maharashtra and Gujarat - about 
23 to 24 per cent over the central issue prices. 

Ute offtake Irom the PDS has been coming doivn because 
of the periodic increases in issue prices and the lack of 
purchasing power in the hands of the poor (thougli the caster 
availability ot superior quality grains in the open market has 
perh^s meant smaller recourse to the PDS by the relatively 
better-off). Civil supplies ministers from the states have 
demanded that the central issue prices of fotxigrains be 
reduced by 25 per cent and also that the difference m issue 
prices between the PDS and the so-called revamped PDS (for 
the 2,275 backward blocks) be raised to 20 per cent irom the 
present 10 per cent. Some state governments, such us Delhi, 


have demanded that the revamped PDS .scheme be extended 
to all those below the poverty line. These pleas have received 
short shrift from the central government h^ause a 25 per cent 
reduction i n PDS prices would add another Rs 800crore to the 
budgeted food subsidy of Rs 5,250 crore in 1995-96. In this 
context, the prime minister’s response to the observation by 
some of the state civil supplies ministers that open market 
prices of foodgrains at times tended to be lower than PDS 
prices deserves to be noted. According to the prime minister, 
there should be no ground for complaint “if the open market 
prices were low and within the reach of the people’’. This 
reflects the extent of the government’s insensitivity to the 
people's problems. The fact of the matter is that by the 
successive increases effected in the prices charged by the 
PDS, the government has chosen to deliberately turn away 
the poor from the pps even though this has meant adding to 
Its already huge stocks of foodgrains. The official norm of 
required foodgrain stocks at the beginning of April is supposed 
to be 14.5 million tonnes; against this, as noted above, actual 
stocks at the end ot April this year were 30.5 million tonnes. 
With about 13 million tonnes likely to be procured in the 
current rabi season till the end of June, during which period 
the offtake will be no more than about 2.5 million tonnes, 
foodgrain stocks bid lair to reach a staggering level of 36 
million tonnes, with all the attendant problems of 
transportation, storage and deterioration in quality, apart 
frorii the enormous carrying cost (as of May 26, bank credit 
outstanding against public food procurement was Rs 16,147 
crore and it is likely to rise to Rs 18,000 crore by the end of 
the current procurement season) adding to the subsidy bill or 
alternatively calling for further sharp increases in the issue 
prices. The irony of the rising stocks of foodgrains with the 
public agencies is driven home by the fact that simultaneously 
per capita availability of foodgrains in the country has 
declined from 510 gm per day in 1991 to 474 gm in 1994. 

The government’s whole attitude to the management of the 
food economy, including the question of^he food and fertiliser 
subsidies, has been determine by the shibboleths of the new 
economic policy. Apart from cutting food and fertiliser 
subsidies, the unfinished agenda of land reforms has been 
firmly shelved. Instead the focus has been on promoting agri¬ 
business and encouraging the penetration of corporate bodies 
into agriculture. Consistent with this, an aggressive policy of 
export of agricultural products, including foodgrains, has 
been pursued. Simultaneously, the emphasis in production 
programmes has been sought to be shift^ from fo^graios to 
other crops and activities - fruits and vegetables, poultry 
farming and fisheries. This has been sought to be buttressed 
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by half-'bailced theofi<» of thecoiintry having 
arrived at a point of saturation in regard to 
foodgrains production, propounded most 
recently by a committee of civil servants 
whose report has been blessed by the 
agriculture minister. The marginal 
moderation of some of these attitudes 
witnessed in recent mcmths does not denote 
any change of the governmenrs basic 
approach, but is only a concession to the 
political imperatives in the aftermath of the 
outcomes of the elections to a number of 
state assemblies. 

The government's perception of the 
country having achieved adequacy of 
foodgrains production,, so that emphasis 
should now shift to the promotion of 
horticulture and other allied activitie.s 
supposedly marked by high value addition 
and a large export potential, is especially 
fraught with dangerous implications. While 
activities other than foodgrains production 
ane no doubt important, there is enough 
evidence to show that with rise in incomes 
of the poor demand for foodgrains is likely 
to rise significantly. What is more, studies 
have shown that the indirect demand for 
foodgrains as animal feed increases rapidly 
with rise in incomes in view of the high 
income- elasticity of demand for milk and 
milk products and for meat, fish and eggs. 
Assuming a growth of even 3 per cent per 
annum in per capita income, studies have 
placed foodgrains demand (including that 
for animal feed) at about 240 million tonnes 
- against (he World Bank's projection of 
only 206 million tonnes. A relevant pointer 
in this regqrd is the gap between India’s and 
China’s food production. While India 
produces about 186 million tonnes of 
foodgrains for a total population 912 million, 
China produces 440 million for a population 
of 1,200 million ~ that is, for a population a 
little over 30 per cent larger China produces 
about 136 per cent more foodgrains. Though 
a substantially higher proportion of the 
Chinese foodgrains production is earmarked 
for animal feed, the Chinese also consume, 
apart from larger quantities foodgrains, 
sizeable amounts of bovine meat. What is 
more. China is also said to import foodgrains 
to the tune of 10 to 12 million tonnes per 
year. 

Another fundamental issue concerns the 
failure lo use Ihe large food stocks to generate 
additional employment through the intensive 
rural development programme (IRDP) and 
other public works programmes. These 
programmes played an important role in 
reducing the incidence of poverty in the 
country in the first half of the 1980s. There 
are also the many other important concerns 
which remain as relevant today as ever 
before: the absence ofeffeedve price support 
for pulses and for crops of the backward 
regions like jowar and bajra and even jute 


among cash crops so that some degree of 
relativity of inter-crop and inter-regional 
prices could be established; the persistent 
decline in public investment and, linked to 
it, private investment in agriculture; the 
growing gap between needs and supplies of 
institutional credit for agriculture; and, 
above all, the general turn against 
institutional reforms, pauicularly land 
reform and strengthening ol co-operative 
institutions. 

MAHARASHTRA 

Ideological Statement 

WITH the announcement last week of 
the disbanding of the state minorities 
commission, theManohar Joshi government 
in Maharashtra appears to have decided on 
the co-ordinates of the path ii will follow for 
the rest of its term. At one level, the refusal 
to give a new lease of life to the minorities 
commission whose term had expired in 
March articulates its stand that such 
organisations only sharpen the divide rather 
than ’integrate’ the two communities. At 
another level it reflects its perception of 
ground realities - that the commission and 
other such orgajiisaiions, whatever the 
premises on which they arc set up, are 
inherently constrained by the state Irom 
being effective. 

The justification that the state government 
has handed out for winding up the 
commission is hardly acceptable. The 
government’s stand that injustices against 
minorities may be subsumed under human 
rights violations is premised on its non- 
recognition of the past and cunent cultural 
and social ethos which accommodates and 
makes possible such vioiatnins While it is . 
obvious that the state commission had not in 
its difficult three years of existence been 
able to do much in the way of assisting 
minonties its own report is an accumulation 
of such minor inputs as Dining coaching 
classes for minority studem appearing for 
public exams, facilitating loans for the riot- 
affected, etc, acuvities which are probably 
more efficiently undertaken b> numerous 
religious and secular voluntary gioups - its 
existence offered a platform for seeking the 
wherewithal to make ii effective. Such 
wherewithal would not, of course, have 
come through the state government which 
would in any case have put numerous 
obstacles in its functioning. In other words, 
the government could have effectively 
curbed its functioning without winding it 
up. This decision, therefore, will not really 
affect the mass of the minorities any more 
than the commission's existence in a Shiv 
Sena-BJP ruled state could have; it is an 
ideological move which disallows the 
institutionalisation of the concept of positive 


discrimiiuicion on the basis of In 

other words, the combine is at^mptmg to 
keep its considerable minorities vote bank 
from moving away even while not 
abandoning its ideological plank. 

Tlie subtlety of such actions is likely to be 
overlooked because of the government’s 
other decisions which are directed at 
projecting the image of an effective and 
people-oriented administration. It has, for 
instance, lost no time in facilitating the 
transfer of funds to the development boards 
111 the backward regions which had become 
more or less defunct due to neglect. 
Similarly, its actions and stand on the Enron 
issue, whatever the final outcome, have 
given the government an appearance of a 
people-sensitive, action-oriented administ¬ 
ration. Its actions and statements on the 
malnutrition deaths in Dhule or on the issue 
of the inclusion of the Gowaris in the 
scheduled list or its decision to ’allocate’ 
ministers to be responsible for specific 
regions - all contribute to projecting an 
image of a government not afraid of taking 
decisions. And all these have the potential of 
generating electoral gains. 

The Manohar Joshi governmeni’s 
decisions thus dclivci a two-sided message 
To those who see the Sena-BJP government 
in Maharashtra as making for a further 
erosion of the secular ethos of parliamentary 
democracy, there is plenty of evidence. On 
the other hand, if the electoral success of 
parties such as the Shiv Sena and the BJP is 
perceived as a consequence of the electo- 
raie’s frustration with a slow moving 
administration and a ruling parly weighed 
down by inertia, the Maharashtra 
government's recent decision on the 
minonties commission becomes relatively 
unimportant in the context of its other 
announcements. In other words, even while 
waving the saffron flag, the combine has 
ensured, albeit in a negative way, that there 
is no immediate adverse impact on the 
minonties. Similarly, it has also provided 
the basis for marginal gains for the 
underprivileged. In such a context 
progressive forces have to ensure that, the 
immediate gams of a functioning ad¬ 
ministration do not overshadow the 
significance of the longer term and more 
dangerous moves of the Sena-BJP 
government. 

TEHRIDAM 

Evading the Issue 

SUNDBRLAL BAHUGUN A whoic on an 
indefinite fast demanding immediate 
stoppage of construction of the Tehri 
dam has been forcibly air**lifted and 
dumped in the Ail India I^dtute of Medical 
Sciences on the ostensible ground of his 
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fast poking a u» ht6 health. This 
response to Bahuguna*$ fast has once 
again made it clear that the government is 
not prepared to honestly address the 
issues raised by the environmentalists 
regarding the Tehri dam. 

For more than a decade the 
environmentalists have been questioning 
the validity of the project, given Chat the dam 
IS to be built in a highly seismic prone region 
of ihe Himalayas. In 1991, after the 
earthquake of Uttaikashi, Narasimha Rao 
had assured Bahuguna, who then was on a 
45-day fast, that a review committee 
would be appointed to look into all the 
facets of the project. Instead of an 
independent committee, an internal review 
was supposedly conducted by the ministry 
of environment. The review expectedly 
latihed the project, though its findings are 
still to he made public. 

The recent earthquake at Kobe in Japan, 
where structures considered capable of 
wi ihstanding an earthquake of 7.9 magnitude 
on Richter scale collapsed under a quake of 
7 2 magnitude, has rekindled doubts 
regarding the claims made about ihc 1‘chn 
dam. The designers of the dam chum that the 
dam can withstand any seismic activity up 
to a magnitude ot 8. But the Sunil Roy 
Coniinitlcc of 1985 and the Standing 
('ominittCe on River Valley Projects in 1990 
had raised objections to the project on 
grounds of safety, environment, reha¬ 
bilitation and cost benefit India’s rate ol 
dam failures is believed to be among the 
highest iri the world. The C'entral Water 
Commission itself has mentioned that 27 
dams have failed and another '^3 have 
structural and hydrological delects. Further, 
environmentalists fear that in case the dam 
gets destroyed due to an earthquake, the 
dam reservoir will empty in 22 minutes, 
submerge Rishikesh in 63 minutes, Hard war 
in 80 minutes and Bijnor in nine hours. 
Supporters of the dam point to the benefits 
ol electricity and dnnking water supply and 
blame the environmentalists for delaying 
the construction of the dam and thereby 
hiking the cost of the project. Yet the threat 
to life and property in case of a disaster i.s too 
serious to be dismissed casually. And by 
going back on its commitment to have the 
project independently and objectively 
reviewed, the government has only 
strengthened popular fears. 

UTTAR PRADESH 

BJP’sGain 

THE question of the legality and legitimacy 
of the UP governor’s installation of the 
leader of a fractured small parly in power 
behind the back of the legislature apart, 
the latest act of the Lucknow power play 


has implications that go beyond the state 
boundaries. If Mulayam Singh Yadav's 
performance in the UP state polls two 
years ago was significant primarily for the 
rebuff it gave to the BJP’s national-political 
ambitions, similarly significant is the 
ouster of his government for the vantage 
position it has now given to the BJP. In 
addition to its grip over the governments 
of Gujarat, Delhi and Rajasthan, its share 
of power in Maharashtra, the mo.st 
industrialised state of the country, its 
whip hand now over the government of 
UP, the largest state in the heartland of so- 
called Aryavaru, may indeed prove to be 
ominous lor the next phase of Indian 
politics. 

Mulayam Singh’s distinctive role m UP. 
and by extension, Indian politics in the 
recent pha.st was his bold confrontation 
with Hindu communal-fundamentalism, 
which earned him the support of the 
Muslims and set up a dalit Muslim-OBC 
alliance for widei emulation. But his 
accession to the chid minister’s chair was 
possible specifically hocaUvSe of the crucial 
support he had got from the BSP, a party 
mainly associated with the UP dalils. In 
the process, the IJPdalits also had liberated 
themselves foi the hrst time from the 
political tutelage ot the upper castes and 
entered the national piditical stage as an 
independent aettir The BSP’s deputy 
leader May avail, has grabbed the chief 
minister's chair with the consent and 
blessings fit her chid, only by robbing the 
dalils of that recenily won independence 
and subjecting them once again to the 
overlordship of upper caste politicians. 
But while condemning the perfidy of the 
power-hungry BSPiliio, Mulayam Singh’s 
own contribution to this denouement 
should not be ignored 

Mulayam Singh laded to be sufficiently 
and noticeably aiientive to the interests 
and welfare ol the dahis, while he showed 
great zeal in catering to his yadav 
constituency. More important, he allowed 
his political image dim on account of 
the lawless actions ot his partymen. The 
SP’s succe.^ses in the recent panchayat 
polls and assembly bvpolls no doubt reflect 
iLs^growing mass base, but Mulayam Singh 
cannot really claim, thanks to the activities 
of his cadres, that the elections were free 
or fair. It is this dnnming of his and his 
parly’s mages that emboldened the BJPfo 
go in for the kill. 

All this means that if the tide in UP has to 
turn, as ;t must in the interest of the nation, 
then Mulayam Singh has to do some honest 
self-criticism and mend his ways. While 
extending support to him in his present 
embattled situation, his well-wishers should 
impress upon him the importance of this 
task. 


HUMAN RIGHTS 

Catching Them Youi^ 

A correspondent writes: 

FOLLOWING the setting up of the National 
Human Rights Commission (NHRC) and 
pressure from Washington and the other 
aid-donors, there is suddenly a fluny of 
activity over human rights education. The 
government has even decided to train its 
security and army personnel in courses on 
human rights protection. Plans are afoot to 
introduce similar courses in schools and 
colleges, in accordance with the terms of 
the 1993 Human Rights Act which 
empowers the NHRC to ’’spread human 
nghts literacy among various sections of 
the society and promote awareness of the 
safeguards available for the protection of 
these rights through publications, the 
media, seminars and other available 
means”. 

An idea of the trend of thinking on the 
issue among sections of educationists can 
be gained from a draft prepared by the 
National Council of Educational Research 
and Training (NCERT) which has come 
up with some guidelines for human rights 
education at the school level. While 
suggesting the basic approach of 
integrating such education in schools irito 
the existing curricula in various subjects, 
instead of introducing a separate area of 
study, it recommends the extension of the 
NCERT’s present programme of textbook 
evaluation with regard to specific human 
rights-related issues. In its evaluation of 
textbooks and curricula, the NCERT finds 
that ’’references to human rights aspects 
generally remain formal/theoretical 
without a sharp focus and. therefore, there 
Ls very little promotion of sensitisation”. 
In order to overcome this lacuna, the 
NCERT has recommended the integration 
of human rights issues into the existing 
courses on environmental studies, social 
sciences, history and languages at the 
primary, upper primary, secondary and 
upper secondary stages. At the last two 
stages of school education, which are 
crucial for preparing students for their 
social and political role in society, the 
NCERT stresses the need for “developing 
in the child a spirit of enquiry, a scientific 
and forward-looking outlook and aversion 
to injustice and bigotry”. It then 
recommends a core course in General 
Studies - compulsory for students of all 
streams at the higher secondary stage - 
which includes the study of international 
human rights conventions and issues in 
human rights violations in India like child 
labour, oppression of women, communa- 
lism, revivalism, casteism and chauvinism. 
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Ali this sountts good, hut leaves out some 
of the main sources of human rights violation 
in India today. There is no reference, for 
instance, to the numerous black laws enacted 
by the state. Should not the children be 
made aware of the threat posed by these 
laws? While claiming that the basic 
framework of the various courses pro¬ 
vides for a comprehensive understanding 
of the different aspects and dimensions of 
human rights, the NCERT draft fails to 
deal with the challenges posed by situ¬ 
ations such as those in Kashmir and the 
north-east, where the defence pcr.sonncl 
have been violating the human rights of 
the common citizens on the plea of fight¬ 
ing terrorists and protecting national 
security. The draft stresses the need to 
respect the diversities in India's national 
unity, but ignores the question: should 
expression of such diversities in the shape 
of demands for autonomy or self- 
determination be repressed militarily by 
the state? 

Any serious attempt to sensitise students 
about human rights cannot afford to ignore 
the role of the Indian stale, which professes 
concern for child labour, gender 
discrimination, rights of the scheduled 
castes and tribes people, and yei allows its 
minions to violate everyday the rights of 
these sections of society. It is this 
hypocritical and diabolical role of the 
Indian slate which needs to be exposed to 
children in schools in order to enable them 
to identify and fight effectively when they 
grow up, the real forces responsible for 
violating human rights in Indian society. 
One cannot of course expect a government- 
funded research institute like the NCERT 
to come up with recommendations for 
human rights education that would 
challenge the Indian slate - the main source 
of human rights violations. But voluntary 
organisations experimenting in the non- 
fdrmal .sector of education in various parts 
of the country should deem it important to 
include in their curricula courses in human 
rights that pinpoint the responsibility of 
the state for acts of. commis.sion and 
omission that violate these rights. 

The NCERT draft has, however, come 
up with one suggestion, which, though 
feebly expressed, can lead to interesting 
experiments ifmade use of by enterprising 
teachers. It has recommended “extra¬ 
curricular, out of class and out of school 
activities, programmes and projects*' for 
promoting human rights education. While 
adding that such programmes will be 
“optional and... the responsibility of 
individual schools*', the NCERT^has 
promised to offer “suitable materials’* to 
facilitate them. Taking the cue from this, 
schools can organise fact-finding missions 
to enable their students to visit areas where 


human rights violations have alledgedly 
taken place and investigate the allegations 
- whether in the castc-conflici-ridden 
villages of north India or the politically 
explosive tribal areas of Andhra Pradesh 
or even Kashmir - by meeting both the 
accusers and the accused, both official and 
non-official sources. Such extra-curricular 
adventures can go a long way in training 
school Students in perceptions of the slate 
of human rights at the ground level and in 
preparing them for their future role in 
society. 

INDO-US RELATIONS 

Dangerous Course 

GN writes. 

THE changes that have come about in 
India'.s relations with the US have been 
truly astonishing. Gone arc the days when 
the government of India would express 
di.squiei at the US naval presence in the 
Indian Ocean and support Mauritius over 
its claim to Diego Garcia. Now there is not 
a murmur of disapproval at joint Indo-US 
military exercises nor any concern whether 
the US ships taking part in the exercises 
could be carrying nuclear weapons. When 
a government spokesperson sought to claim 
that the US vessels did not carry nuclear 
weapons and that the exercises had taken 
place in international waters off the Cochin 
coast, no questions were raised. How can 
the Indian government be so sure since the 
US does not allow inspection of its ships 
and refuses to accept or deny presence ol 
nuclear arms on its warships And if the 
joint exercises indeed took place in 
international waters then what the Indian 
government has to say on behalf of the US 
administration is irrelevant. However, ail 
this IS symptomatic of a larger problem in 
the making. 

Indo-US defence relations have reached 
a point where the Indian government is in 
no position to raise any objection to the 
rapid augmentation of the US military 
presence in the Indian Ocean and in the 
Persian Gulf especially. That this presence 
is intended primarily to ensure the survival 
of the client states of the GCC and to 
aggressively contain Iraq, and of late Iran 
as well, is obvious. Friendly tics with ail 
these countries arc ostensibly an important 
objective of Indian foreign policy. So 
assuming the role of a junior ally or an 
appendage of the US in the Indian Ocean 
area makes poor sense. 

In the past it has been argued that Indian 
policy-makers have chosen to make small 
concessions - agreeing to refuelling of US 
transport planes during the war against 
Iraq - in order to ward off bigger pressures. 


The plea has aiao been advanced that in a 
situation of unchallenged US leadership 
of the capitalist world, countries such as 
India have relatively little manoeuvra^ 
bility. The real reasons weighing with the 
government may be different, however. 
The govemmenfs indefatigable placating 
of the US, no matter what the consequences 
for the country's economic and political 
sovereignty, is rooted in its obsessive 
concern with getting the US on its side in 
the tussle with Pakistan. The preoccupation 
with Pakistan has blinded our policy¬ 
makers. though now their task has been 
rendered somewhat easier by the widely- 
shared view that US support is vital for the 
success of the economic reform policies. 

The US is of course taking full advantage 
of the situation. The commander-in-chief 
of the US Pacific fleet, Ronald J Flatopcr, 
said in New Delhi this week that the US 
was exploring ways of increasing the 
frequency of visits by its warships to Goa 
and Cochin from the Gulf and of using the 
services of Indian shipyards for ship 
repairs. In fact, the US is seeking an 
agreement for its “naval ships undertaking 
repairs at the Mazagaon Docks and making 
Cochin and Goa permaneni ports of call 
for the US Navy”. There has been no 
public staiement from the Indian 
govcrnmcni in response to thc.se pro¬ 
nouncements of US intentions which come 
pretty close to asking India to provide 
base facilities to the US Navy For his part, 
the US commander made his demands 
before the press in Delhi in the prc.scnce of 
senior Indian military officers. 

India and the US are .scheduled to hold 
the first ever joint high altitude para- 
commando exercise and ihe next joint 
naval exercise is scheduled to include US 
aircraft carriers as well, The commando 
exercise at high altitude is evidently meant 
to enable US forces to gain experience in 
operating in the mountain terrain of Central 
Asia and China. It is al.so clear that Tibet 
would become a focal point of US interest 
in its relations with post-Deng China. The 
government of India surely knows why the 
US IS So keen on providing its commandos 
training in high altitude warfare in areas 
close to China and the Central Asian 
republics. What we seem to be witnessing 
i.s a revised version of what the US and the 
UK had proposed in 1962 after India's war 
with China. What is even more a matter of 
concern than the total reversal of the 
government’s response to the US overtures 
is that there is so little public debate on 
the advisability of the course that the 
government seems launched upon which 
threatens to imperil this country’s viul 
interests, including its relations with 
neighbours and with countries in the 
adjoining regions. 
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ANDHRA PRADESH PAmi MILLS 

Raw Material Problems 

THE Secunderabad based paper manu¬ 
facturing company, Andhra f^adesh Paper 
Mills recorded a mixed performance in 
1^3-94.Sales grew marginally by Rs 64 
lakh, operating profit by Rs 2.11 crore and 
net profit by Rs 2,59 crore. Tax provision 
and interest charges were up by Rs 29 lakh 
and non-operating surplus fell by Rs 51 lakh. 
On the other hand, other income was up by 
Rs 71 lakh and depreciation fell by Rs 1.79 
crore, A 25 per cent dividend was declared 
for the year. Both exports and imports dec¬ 
lined. Debt-equity ratio rose by 2 percentage 
pt>ints. Short-term bank borrowings to inven¬ 
tories rose to 15 per cent in 1992-93 and 19 
per cent in 1993-94. Sales to total assets and 
sales to gross fixed assets fell by 15 percentage 
points and 22 percentage points respectively 
in 1993-94, Inventories to sales fell by 5 
percentage points. Gross saving to gr«>ss 
capital formation rose by 45 percentage [khmis. 
Gnxss profit to total assets fell by I percentage 
fKiint. Harnwg per share rose from Rs 09 in 
1992-93 to Rs 115 per cent in 1993-94. 

ITic availability of fibrous raw niatenai 
during the year was satisfactory, though 
locational problems causing disruption ot 
bamboo supply and diHicultics in 
iranspoitaiion of bamboo from interior leased 
lorest areas continued. 'Flic company has 
been encouraging tarmers to undertake I arm 
forestry by distributing seedlmg.s of diflei ent 
varieties of pulpwood species. The seedling 
programme was launched as a joint sector 
project with the state government. The 
company is the largest supplier tor hasc 
paper in I lie country. During the year the 
mtcmatioiiai market witnessed a reccssumary 
trend resulting in lower prices. Due to 
unremuncrativc prices exports were only 
1,380 tonnes. During the year the coating 
plant to manulacture value added coated 
paper was commi.s.sioncd. An on line process 
computer control sy.stem was in.stalleii at a 
cost of Rs 205 lakh. Replacement of recovery 
boiler and bleach plant w.is completed. 

The company invested Rs 26 lakh on 
rc.scarch and development. New product 
development and .studies on fibrous law 
material were earned out during the year. 
The department also dcveloficd new products 
such as an. chromo and fluorescent paper 
and high brightness pa|)cr and the quality of 
pulp wa.s impfx>ved. 

ATLAS COPCO (INDIA) 

H^her Margins 

Allas Copco (India), a subsidiary of Allas 
Copco AH, Sweden, manufactures 


compressed air equipment, air tools and 
other allied equipment which find their 
application in the construction, mining and 
engineering industries. In addition the 
company also markets tungsten carbide 
tipped integral drill steels, extension steels 
and detachable bits manufactured by Sandvik 
Asia. Sales in 1993-94 were Rs 69.46 crore, 
7 per cent lower than in the previous year. 
Operating profit was Rs 14 crore, an increase 
of 62 per cent, and net profit was Rs 5.18 
crore, an increase of 301 per cent. 
Depreciation and taxation were Rs 2.18 crore 
(Rs 1.49 crore) and Rs 4.99 crore (Rs 1,63 
crore). Interest chargc.s were lower at Rs 1.64 
crore (Rs 4.12 crore), thunks to judicious 
working capital management. Other income 
was Rs 5.83 crore (Rs 2.4 crore). An enhanced 
dividend of 20 per cent was declared for the 
year. 

Earning per .share rose to Rs 7 in 1993-94 
from Rc I in 1992-93. Net value added 
to value of production rose to 16 per cent, 
22 per cent and 29 per cent for 1991-92, 

1992- 93 and 1993-94, respectively. Debt- 
equity ratio fell to 175 per cent. 59 per cent 
and 40 per cent for the same period. Sales 
to total assets ro.se by 46 percentage points 
for l9*)2-93 and 20 percentage points for 

1993- 94, while sales lo gross fixed assets 
fliiciunlcd at 247 percent for 1991-92, 342 
per cent foi 1992-93 and 278 per cent for 
1993-94. Export lo sales fell lo 9 per cent, 
7 per cent and 6 per cent in the three years. 
Consumption of raw materials fell in the 
three years. Return on investment ro,sc by 
2 percentage points for 1992-93 and sharply 
bv 19 percentage points for 1993-94. Gross 
profit to total nci assets rose by 4 percentage 
points and 29 percentage points lor the same 
period. Invcniuncs to .sales tell at 51 per 
cent, 22 per cent and 13 per cent in the pa,st 
three years. 

CADBURY INDIA 

Rise in ProUt 

Cadbury India has u market share of 80 per 
cent and for long has had a light grip on the 
Indian chocolates market. Profit after tax 
was up by Rs 6.73 crore (491 per cent) in 
1993-94, operating profit by Rs 7.95 crore 
(65 per cent) and net sales by Rs 12.84 crore 
(8 t)cr cent). The clicct of a fall in non¬ 
operating surplus and rise in taxation was 
offset by rise in other income and fall in 
interest charges and depreciation. A dividend 
of 35 per cent was declared for the year 
against 20 per cent for the previous year. 
Exports were down by 7 per cent (Rs 6 lakh), 
while itrjpo'ts were down by 58 per cent 
(Rs 2.57 crore). Long-term loans fell by 32 
per cent for j he year. Debt-equity ratio was 
lower by 9 percentage points for 1993-94. 


Short-term borrowings rose by 13 percentage 
points. Sundry creditors to current assets fell 
to 29 per cent for 1992-93 and 23 per cent 
for 1993-94. Sales to total as.sets grew by 
4 percentage points for 199^-94 and sales 
to gross fixed assets by 45 percentage points. 
Return on investment was up at 13 per cent 
for 1993-94 from 5 per cei»( in 1992-93. 
Earning per share ro.se from Us 1 to Rs 6. 
Net value added to value ol production was 
up 7 percentage points for 1993-94. 
Remuneration to employees also went up. 
Operating protu to gross value added rose 
from 36 per cent in 1992-93 to 42 per cent 
in 1993-94. Interest charges to gro.ss valued 
added fell by 10 percentage points. 

The company hived off its ice-cream 
business to Brooke Bond Lipton India. The 
company’s Malanpur factory started 
functioning, reducing its manufacturing cost. 
A total expenditure of Rs 40 emre was 
undertaken at the Malanpur unit. Tht plant 
has highly modern manulactunng facilities 
with greater automation, reducing the wage 
bill. The company also initiated a voluntary 
retirement scheme as a cost cutting measure. 
It proposes to reduce imports of cocoa by 
locally producing it. India now produces 
around 6,000 tonnes of cocoa every year. 
To improve its export performance the 
company has taken steps like launching its 
products in Bangladesh and Sri Lanka. The 
reduction in exci.se duty on cocoa products 
from 25 per cent to 20 per cent will help 
the company. 

MCDOWELL AND COMPANY 

Expanding Market 

McDowell and Co, the flagship company of 
the UB Group chaired by Vijay Mallya. is 
the largest player in the spirits industry. The 
company has done well in 1993-94 with an 
increase in net sales by 35 per cent, operating 
profit by 39 per cent and net profit by 13 
per cent. Though there was a 9 per cent fall 
in depreciation and a 58 per cent increase 
in other income, it did not have much effect 
on the margins for non- operating income 
fell and interest charges and taxation were 
high. A dividend of 25 per cent was declared 
for the year. The authorised capital was 
increased to Rs 125 crore by issue ot new 
equity shares amounting to R.s 70 crore, 
while preference shares amounting to 
Rs 88.80 lakh were deleted To strengthen 
itself lo face competition in the liberalised 
environment, the company merged Caiew 
Phipson, Consolidated Distilleries and 
Coastal Distillery with the spirits division 
of the UB group. These mergers have 
increased the number of distilleries owned 
and otierated by the company. The spiril.s 
division's volume grew by 13 per cent and 
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The Week's ComiMiiiics 

(Rtmo 


Fiitancial Indicators 

Aadhn PmdiHih 
_Paper Main_ 

Atlas 

p>pcii _ 

Cadbuijr 

MdDowen& 

Co 

ARpto 

lodiiiliin 


Miurch 

March 

March March 

March March 

March March 

March Match 


1994 

1993 

1994 1993 

1994 1993 

1994 1993 

1994 1993 


Iiicoais^approiMrfaiUuns 


1 Net sales ^ 

14154 

14090 

6946 

7475 

16905 

15621 

43946 

32494 

13876 

7743 

2 Value of production 

14295 

13852 

6382 

f)438 

16828 

15609 

44018 

32662 

13876 

7743 

3 Other Income 

431 

360 

583 

240 

1332 

550 

1242 

784 

39 

17 

4 Total inamte 

14726 

14212 

6965 

6678 

18160 

16159 

45260 

33446 

13915 

7760 

5 Raw materiuls/storcs and spares 
consumed 

7095 

6933 

2723 

3694 

7573 

7879 

14033 

10792 

4425 

2377 

6 Other manufacturing expenses 

2545 

26Wj 

325 

386 

500 

484 

117.57 

8673 

49 

36 

7 Remunenition to employees 

2126 

1977 

744 

706 

3242 

2187 

1493 

1249 

415 

325 

8 Ocher expenses 

1034 

921 

1573 

1032 

4831 

4390 

10207 

7154 

1134 

650 

9 Operating profit 

1926 

1715 

1400 

860 

2014 

1219 

7770 

5578 

7892 

4372 

10 Interest 

633 

582 

164 

412 

361 

585 

3677 

3282 

2815 

1534 

11 Gross profit 

1350 

1241 

1236 

443 

1617 

635 

3676 

2568 

4817 

2704 

12 Depreciation 

326 

505 

218 

149 

327 

372 

856 

944 

1352 

737 

13 Fntfit before his 

1024 

736 

1017 

292 

1290 

263 

2820 

1624 

3465 

1967 

14 Tax provision 

371 

342 

499 

163 

480 

126 

1525 

480 

310 

266 

15 Profit after tax 

653 

374 

518 

127 

810 

137 

1295 

1144 

3155 

1701 

16 Dividends 

141 

141 

145 

7^ 

434 

173 

861 

392 

1004 

531 

17 Retained profit 

512 

253 

373 

56 

376 

-36 

434 

752 

2151 

1170 

liablUtics/assets 

18 Paid'Up capital 

563 

563 

725 

725 

1240 

1240 

3807 

3625 

4002 

1619 

19 Reserves and surplus 

4683 

4171 

1250 

877 

5839 

5405 

19849 

19101 

16049 

5010 

20 Long term loans 

2378 

2058 

809 

959 

1096 

1630 

7589 

8110 

26006 

13808 

21 Short tenn loans 

1079 

5.56 

286 

1443 

1262 

448 

8321 

4531 

4422 

1632 

22 Of which bank borrowings 

576 

552 

135 

1126 

449 

78 

4312 

1917 

1872 

1632 

23 Gross fixed assets 

11129 

942^ 

2477 

2183 

4680 

4936 

24784 

23634 

17775 

8974 

24 Accumulated depreciation 

5802 

5477 

1866 

1449 

2432 

2307 

10831 

9653 

3223 

2053 

25 Inventories 

2963 

3557 

941 

1675 

2752 

2603 

6266 

4738 

15201 

44&I 

26 Total assets/liabilities 

13647 

11876 

4608 

5718 

12234 

11637 

58017 

49363 

56386 

25067 

Mlioellfineous items 

27 Excise duty 

2858 

3057 

103 

85 

53 

99 

10377 

8f>55 

0 

0 

28 Gross value added 

3913 

3719 

2106 

1575 

4783 

3354 

8447 

7357 

7821 

4461 

29 Total foreign exchange income 

302 

492 

638 

597 

82 

86 

0 

1 

26 

12 

30 Total foreign exchange outgo 

234 

39^ 

716 

1058 

212 

455 

6823 

2544 

6 

17 

Key financial and performance ratios 

31 Turnover ratio (sales to total assets) (%> 

103 7 

118 4 

1.50.7 

130 7 

138 2 

134.2 

75 7 

65 8 

24.6 

30 9 

32 Sales to total net assets (%) 

162.6 

191.8 

226 3 

186 7 

179.1 

179 1 

111 1 

91.9 

27.5 

35.1 

33 Gross value added to gross fixed 
assets (■%) 

35,2 

39.5 

84.3 

72 1 

102.2 

67.9 

34,1 

31.1 

44.0 

49.7 

34 Return on invcsinicni (gross profit 
to total assets) ) 

9.9 

10 4 

26.8 

7 7 

13.2 

5.5 

6.3 

5.2 

8.5 

10.8 

35 Gross profit to sales (gross margin) (%) 

9.5 

8.8 

17.8 

5 9 

9.6 

4.1 

84 

7.9 

34.7 

34.9 

36 Operating profit io sales (%) 

13.6 

12 2 

20.2 

II 5 

11.9 

7,8 

17 7 

17 2 

56,9 

56.5 

37 Profit before tax to sales (%) 

7.2 

5.2 

14.6 

3 9 

7.6 

1.7 

6.4 

5.0 

25.0 

25.4 

38 Tax provision to profit before tax (%) 

36.2 

46 5 

49.1 

55.8 

37.2 

47.9 

54.1 

29.6 

8.9 

13,5 

39 Profit after tax to net worth 
(return on equity) (%) 

12.4 

8 3 

26.2 

8.1 

11.4 

2.1 

5 5 

5.0 

15.7 

25.7 

40 Dividend (%) 

25.00 

25.00 

20.00 

10 00 

35.00 

20.00 

2.50 

20.00 

35.00 

32.50 

41 Earning per share (Rs) 

115.99 

69 98 

7.14 

1.78 

6.53 

1.10 

3,40 

3.16 

7.88 

10.51 

42 Book value per share (Rs) 

931.8 

840 9 

27.2 

22.1 

57.1 

53.6 

62.1 

62 7 

49.4 

39,1 

43 P/E ratio (bused on latest and 
corresponding last ycur\s price) 

0.2 

17.1 

30 1 

151.7 

56.9 

339.4 

13.5 

29.3 

7.2 

15.0 

44 Debt-equity ratio (adjusted for 
revaluation) (%) 

45.3 

43 5 

41.0 

59.9 

15.5 

24.5 

32.1 

35.7 

131.7 ^ 

218.3 

45 Short term bunk borrowings to 
inventories {%) 

19.4 

15.5 

14.3 

67.2 

16.3 

3.0 

68 8 

40.5 

12.3 

36.4 

46 Sundry creditors to sundry debtors (%) 

162.2 

148 4 

47.9 

59.1 

446.5 

357.0 

40.8 

37,3 

34.4 

46.5 

47 Total reinuncialioii to employees 
to gross value added {%) 

54.3 

53.2 

35.3 ‘ 

44.8 

67.8 

65 2 

17.7 

17.0 

5.3 

7.3 

48 Total reniunciatjon lo employees 
tci value ol production (%) 

14.9 

14.3 

11.7 

II.O 

19.3 

14.0 

3.4 

3.8 

3.0 

4.2 

49 4^ss fixed assets Tormation (%) 

18.9 


14.4 

3.5 

-5.2 

- 

4.9 


101.5 

- 

50 Growth in iiwenUHies {%) 

-16.75 


^-43,82 

-37.78 

5.72 

- 

32.25 

- 

239,23 

- 
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32'per com* Themipui^y 
h;i^g|ed the Marketing Champs and (he Best 
. Marketing Company awards, The conipany 
introduced miniature pet houlcs which were 
said to he well received by (he maiket. The 
acquisition of the distillery unit at N:isik 
from Western India Enterprises was 
completed. The polymerdi vision completely 
restructured its operations and upgraded its 
plant and us turnover grew by 45 per cent 
in volume and 32 per cent in value. The 
division has emerged as the leader in the 
Indian polystyrene market. 1'he company i.s 
expanding the (polystyrene capacity by sell mg 
up a 4,(XX) tonne plant in Gujarat which is 
to commence operations by June 19%. An 
investment ofRs OOcrorc is being undertaken 
for this project. 

Return i>n investment was up at 6 per cent 
for 1993-94 from 5 per cent m 1992-93. 
Consumption ol raw materials fell. Sales to 
total assets and sales to gross fixed assets 
ro.se in 199^-94, Short-term borrowmg.s to 
inventories rose by 28 pcrccniagc points lor 
the year and the debt-equity ratio fell by 3 
percentage poinis 

APPLE INDUSTRIES 

Rapid Diversification 

Apple Indusirics is engaged in diveisihed 
activities ot comptiier education, .soltuarc 
development <ind eonysuitancy, leasing, hue- 
purchase, met chant hanking and other 
financial services. The company has giown 
inlo one ot ihe leading compuU-T naming 
institutions in the country. The financial 
performance of the company m 1993-94 has 
been good with sales going up by 79 per 
cent (Rs 61.33 ciorc), operating prolu by 
80 per cent (Rs 35 20 crorc) and net piolil 
by 85 per cent (Rs 14.54 croic) Margins 
would have been higher bui lor the use in 
taxation, interest charges and depreciation 
by 16 per cent. 20 per ccni and 83 per cent 
respectively. Exports were up by Rs 14 l.ikh 
A dividend ot 35 per cent was declared lor 
the year. Dcht-equity ratio lell to 208 per cent 
in 1992-93 and 129 per cent in 1993-94. 
Short-term bank borrowings to inventories 
fell by 24 percentage poiiu.s Sales to total 
assets and sales to gros.s fixed assct.s fell. 
Inventories to sales went up by 52 percentage 
points in 1993-94. Consumption ol raw 
materials was marginally highci. Gross 
saving to gross capital formation rose lo 8 
percent and 11 per cent in the past two yeai s. 
Gross profit to total assets fcl I by 2 pcrcciu .ige 
points and earning per share fell from Rs 10 
to Rs 7. Net value added to value of 
production fell. The company has a net worth 
of Rs 2(K) crore. 

The company ha.s over 130 compmer 
Hraining centres iiKluding fratKhises al t over 
the country. As a part its globali.satum 
strategy it has cslablislicd a jiiinl venture in 


Bahrain to impart computer training in West 
Asia with centres in Bahrain. Dubai and Abu 
Dhahi. Ilexawarc Tecimologicx Inc is a 
wholly-iiwned subsidiary in (he US which 
caters to the gmwing need for on-shore 
software consultancy. It will also source off¬ 
shore software consultancy contracts for 
Hcxawure InfoSysicms in India. It has the 
distinction ot being the only computer 
education institution to have received the 
ISO 9(K)I ccriiticaiion. 1'hc company is to 
enter the field of banking and stock-broking 
and i.s m the process of floating a bank, to 
be called Apple Banking Corporation, with 
a capital outlay ol Rs 100 crore. The bank 
aims at corporate linancing with the thrust 
on expori-oricnicd units. 

The company is a leader in car finance, 
with Apple Car Finance crossing the Rs 100 
crorc mark dunng the year. The company’s 
investment bunking division is recognised 
by SEBI a.s a Category I Merchant Banker 
and It oilers a number of .services ranging 
from preparation ot project reports, project 
appraisal, loan syndication, underwriting, 
issue marketing and placements, promoter 
funding, bridge loans, bought-out deals, 
international finance, mergers and 
acquisitions and corporate restructuring. 

Apple Granites, Apple Financial ^Services 
and Hexaware InfoSystems arc the 
company’s subsidianes. Hexaware Info- 
Sysiems has reported good performance lor 
the vear 

PREMIER AUTO ELECTRIC 

Improved Demand 

Premier Auto Electric, despite an increase 
in taxation and depreciation by 76 per cent 
(Rs 55 lakh) and 98 per cent (Rs 66 lakh) 
respectively, has done well with net profit 
nsing by 77 percent i Rs 1.94tTore), operating 
prohl bv 56 per com (Rs 10 crore) and net 
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sates by 23 per cent (Ra !4.02 crore). Other 
income was up by 154 per cent, while interest 
charges were down by 8 per cent. The 
company has declared a dividend of 30 per 
cent for the year. Exports were down by 
37 per cent. 

Sales to total assets declined from 200 per 
cent in 1991-92 to 195 per cent in 1992-93 
and 164 per cent in 1993-94. Sales to gross 
fixed assets fell by 434 percentage points 
in 1992-93 and then by 345 percentage 
points in 1993-94. Debt-equity ratio fluctu¬ 
ated at 30 per cent in 1991-92, 14 per cent 
in 1992-93 and 24 per cent in 1993-94. 
Return on investment has ri^en steadily in the 
past three years from 10 per cent in 1991-92 
to 12 per cent in 1992-93 and 15 per pent 
in 1993-94. Sundry creditors to current assets 
has shown a steady increase from 32 percent 
in 1991-92 to 33 per cent in 1992-93 and 
36 per cent in 1993-94. Short-term bank 
borrowings to inventories increased by 5 
percentage points in 1992-93 and by 14 
percentage poinis in 1993-94. Earning per 
share has doubled inlhe past two years. Net 
value added to the value of production has 
been constant at 13 per cent in the last two 
years. Inventories grew by 15 percentage 
points in 1993-94. Raw materials consumed 
to the value of pro-duction has been steady 
at 81 per cent for the past two years. Net 
profit to sales doubled in 1992-93 from 2 
per cent in 1991-92 and rose again to 6 per 
cent in 1993-94. Operating profit to gross 
value added has increased steadily in the 
past three years. 

The performance of the manufacturing 
plant at Halo) improved due to increased 
demand from OE customers. The company 
had in the previous year signed an MOU 
with Best and Crompton Engg, Madras, to 
purchase plant and machinery and know¬ 
how. The company has also started test 
production of starters and alternators at its 
new plant at Madras. 
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CURRENT STATISTICS 


£PIK Recciurch FmiMtotkiB 


11ielirtestWPI«h(>W8B$Ughtedgiiigop<tftHeaiimialin<littoniiteto8.7percM. ConofMedtothe ^vkNti't2-iiwi«bpiBM,liow«i«r.aUi)ii^iorgio^ 
experienced a deceleration tft die pace of {)^ except food aitlciet. The Midbx of indiiacrtBiproddtidoa for the firat fOtnoiiteftf 1994^ ahowi arise 

5.5 per ceiu in the coneaponding period of 199^94. Quairteriy rigures for miior mdusoka for tlie hM quarter of 1994-95. however, ahtwr a ditiinct slowing down cenapw i to the 
rirsr ihiec quaim. Coal cwip^^ per cent in the tidfd quarter and 34 per ceig In the fooiRiqiiaftar, saleable steel by 11.6 per cent and 6.7 per cem.c»iiiB« by tIJpef 

(xm ami 4.9 per cem. sugar by 35 8 per cem am! 29 7 per («m, cinnniefcial \«hiclea by 27 J per ixRg and 113 per cent and ekeiridty generarion by J 2.2 per cent irtd 94 ^ 

Macroeconomic Indicators 


Index Numbers of Wholesiale 
Prices (1981-82=100) 


All Commodtties 
Pnmary Articles 
Food Articles 
Non-Fqod Articles 
Fuel. Power. Light and Lubricants 
Manufactured l^oducts 
Food Products 
Food Index (computed) 

All Commodities (Average Basis) 
(April-May 27. 1995) 


Weights May 27. 

1995 


.1994-95 1993-94 1992-93 1991-92 


Previous 1995-96 1994-95 


100.0 

289.0 

0.8 

8.7 

11.6 

1.7 

2.9 

,32.3 

300.4 

1.5 

10:1 

14.1 

2.5 

5.4 

17.4 

332.7 

3.5 

10.3 

10-2 

4.9 

7.5 

10 1 

317.7 

-1.7 

10.7 

25.3 

-1.3 

2.5 

107 

284.7 

0.0 

2.8 

9.9 

1.2 

-0.4 

57 0 

283.4 

0.6 

9.2 

10 4 

1.4 

2.1 

10.1 

277.4 

0.4 

4.7 

111 

1.7 

5.1 

27.5 

312.4 

2.5 

8.4 

10.5 

3.8 

6.7 

100.0 

.287.0 

- 

8.1 

9.2 

8.7 

11.9 


Latest 




Variation (1 

PdrCent] 


Cost of Living Indices 

Month 

Over 

Month 

Over 12 Months Fiscal Year So Far 1994-95 
Latest Previous 1994-95 199.1-94 

1993-94 1992-93 

1991-92 

Industrial Workers (1982=100) 


0.7 

9.7 

9.9 9.7 

9.9 

— 

9.9 6.‘1 

13.9 

Urban Non-Man Einp (1984-85=100) 

243’ 

0.4 

9,5 

8.3 9,5 

8..3 

- 

6.8 

13.6 

Aiiri Lab (July 60 to June SlslOO)*** 

1306^ 

0.5 

12.1 

12.1 0.5 

-09 

10.6 

11.6 0.7 

21.9 

* for 1995-96 










. May 12. 


- 

Variation 




Money and Banking (Rs crore) 

1995 

Over 

Fiscal Year So Far 

1994-95 

1993.-94 

1992-93 



Month 

1995-96 

1994-95 






Money Supply (M,) 

Currency wnh Public 
Deposits with Banks 
Net Bank Credit to Govt 
Bank Credit to CommI Sector 
Net Foreign Exchange Assets 
Reserve Money (May 19, 1995) 

Net RBI Credit to Centre 
Scheduled Commercial Banks (May 26. i 
Deposits 
Advances 

Non-Food Advances 
Investments 


Index Numbers of Industrial Weights 
Production (1980-81=100) 


General Index 100 0 

Mining and (Quarrying 11.5 

Manufsictunng 77.1 

Electricity 11.4 


534217 
111702 
416511 
232755 
289352 
75275 
183796 
112450 
1995) 
375840 
208999 
193552 
150605 


7117(1.4) 
6756 (6.4) 
-2347 (-0.6) 
2021 (0 9) 
952 (0.3) 
-398 (-0.5) 
4419 (2.5) 
1787(1.6) 

-273 (-0.1) 
-810 (-4).4) 
-3585 (-1.8) 
467 (0.3) 


7705 (1.5) 
10832 (10,7) 
-5747 (-1.4) 
13164 (6.0) 
1462 (0.5) 
-649 (-4).9) 
14822 (8.8) 
13772 (14.0) 

-6660 (-1.7) 
-707 (-0.3) 
-3879 (-2.0) 
1351 (0.9) 


3922 (0.9) 
10022 ( 12 . 2 ) 
-5614 (-1.5) 
8510(4.1) 
-2827 (-1.2) 
3305 (6.2) 
10977 (7.9) 
2145 (2.2) 

-7009 (-2.1) 
-4994 (-2.9) 
-6260 (-3.9) 
8781 (6.5) 


75167 (16.7) 
18990 (23.2) 
55321 (15 I) 
14380 (7 0) 
43796(17 9) 
22197 (41.3) 
30386 (21.9) 
949 (1.0) 

49271 (14.8) 
38784 (22.7) 
37416 (23.4) 
14172 (J0,5) 


72467 (19.1) 
14067 (20.7) 
57185 (18.5) 
29376 (16.7) 
16591 (7,3) 
28775 (115.3) 
27H43 (25.1) 
1.106(1.4) 

52144 (18.6) 
11566(7.3) 
7402 (4.9) 
28435 (26.7) 


50484 (15.4) 
7111 (11.7) 
42945 (16.1) 
17903 (11.3) 
30187 (15.3) 
3747 (17.7) 
11274 (11.3) 
3586 (3.9) 

39017 (16.1) 
23757 (17.5) 
21684 (16.6) 
16820 (J8.7) 


1994-95 1993-94 1993-94 1992-93 1991-92 1990-91 1989-90 1988-89 1987-88 


242.2 (7.6) 225.1 (5 5) 3.0 ’2.3 0.5 8.4 8.6 8.7 

235.1(6.5) 220.8(3.6) 2.5 0.5 0.9 4.5 6.3 7.9 3.8 

233.0(7 6) 216.6(5.4) 2.2 2.1 3.0 9.1 8.6 8.7 

311.0(84) 286.8 (7.2) 7.3 5.1 8.5 7.8 10.8 9.5 


Capital Market 


National Index (1983-84=100) 


June 09. 
1995 

Month 

Ago 

Year 

Ago 

Trough 

3338 

3207 

4ia3 

3015 

(-19.3) 


(76.0) 


1573 

1548 

1963 

1482 


Trough Peak Trough 


1994-95 1993-94 1992-93 


3261 

(-13.7) 

1606 


3779 2281 

(65.7) (-46.8) 
1830 1021 


Foreign Trade 


Exports. Rs crore 
US$mn 
Imports: Rs crore 
US $ mn 

Non-POL US $ mn 


March Cumulative for Fiscal Year So Far 
1995 1994-95 1993-94 


1993-94 


82330(18.4) 69547 (30.4) 
26233 (18.3) 22173 (20.4) 
88705 (21.8) 72806(15.7) 
28251 (21.7) 23212(6.8) 

22538 (29.1) 17456 (10.6) 
-6375 -3259 

-2018 -1039 


Balance of Trade: Rs crore 

US $ mn 

189 

59 

-6375 

-2018 



June 02. 

June 03. Mar 31. 

Foreign Exchange Reserves 
(excluding gold) 

1995 

1994 

1995 

Rs croRi 

62859 

48629 

66028 

US $mn 

20031 

15483 

20816 


69547 (29.5) 
22173 (19.6) 
72806 (14,9) 
23212(6.1) 
17456 (10.6) 
-3259 
-1039 


1992-93 1991-92 1990-91 1989-90 


53688 (21.9) 
18537 (3.8) 
63375 (32,4) 
21882 (12.7) 
15782 (12.3) 
-9687 
-3345 


44042 (35.3) 32553 (17.6) 
17866 (-1.5) 18143 (9.1) 

47851 (10.8) 43193(22.0) 
19411 (-19.4) 24073(13.2) 


14047 (-22.2) 
-3809 
-1545 


18045(3.1) 

-10640 

-5930 


27681 (36.8) 
16626 (19.0) 
35416 (25,4) 
17504 (6.2) 
21272 (9.1) 
-7735 
-4646 


Over 


Fi^ Year So Far 1994-95 


1993-94 1992-93 1991-92 


18402 

27430 

5385 

10223 

5640 

8724 

731 

3383 
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bdustzial Production 

Qumterly Vitfigtlons Rill Fiscal Year Variations 

Weight Unit iM-klar Apr-Jun Jan-Mar Oci Dm iul-Sep Apr-Jun 1994-95 1993-W \WtSi 





1995 

1994 

1994 

1994 

1994 

1993 

1993 

1993 




Mining Industries 














Cool 

6.79 

Mn (ns 

83.0 

68.1 

51 6 

51.3 

80.3 

63.6 

50.0 

52. J 

254 

246 

238 




3.4 

7.1 

3.2 

-1.5 

0.4 

3.4 

5.9 

5.5 

3.3 

3.4 

3.9 

Crude oil 

2.41 

l.^h (ns 

83.7 

86.3 

83 1 

69.1 

70.2 

68.7 

67.2 

64.1 

322 

270 

269 




19.2 

25.6 

23.7 

7.8 

7.8 

2.5 

-1.2 

-7.5 

19.3 

0.4 

-11.2 

Metallureit .it liulustries 














Saleable sieci 

5.21 

00(V tii.s 

4416 

4035 

3832 

3601 

4139 

3615 

3577 

3505 

15884 

15035 

14286 




6.7 

11.6 

7 1 

2.7 

7.2 

-0.8 

5.9 

3.0 

5.6 

5.2 

3.4 

Aluminium 

0 17 

000' tns 

119 

113 

97 

107 

123 

123 

120 

105 

429 

471 

484 




-3.7 

-8.1 

-19.2' 

1.9 

3.4 

3.4 

-2.4 

-14.6 

-8.9 

-2.7 

-5.7 

Copper cathode 

0.17 

000' tns 

11 

12 

12 

12 

11 

5 

7 

13 

47 

36 

45 




0.0 

140 0 

71 4 

-7 7 

0.0 

-61.5 

30 0 

18 2 

30.6 

-20.0 

0.0 

Lead 

- 

000' ins 

m 

9 

10 

6 

7 

9 

5 

4 

33® 

25 

39 




14 3 

00 

100 0 

.50 0 

-46.2 

28.6 

-50.0 

-55.6 

32.0 

-35,9 

21.9 

Zinc 

- 

000' ins 

37 

4l 

36 

30 

39 

40 

34 

31 

144 

149 

127 




-5.1 

2.5 

5.9 

-3.2 

18.2 

53 8 

-8.1 

0.0 

-3.4 

17.3 

25.7 

Chemical and allied Industries 













Petroleum products 

1 52 

Lakh ins 

1.39.2 

144.9 

148 0 

131.3 

138.9 

136 1 

138.8 

129.3 

564 

543 

535 




0.2 

65 

6.6 

I 5 

63 

-2.6 

5.4 

-2.1 

3.9 

1.5 

10.5 

Cement 

1 60 

Lakh ins 

170 0 

154.9 

144.4 

153.5 

162,1 

138.9 

131.4 

147.5 

623 

580 

541 




49 

11.7 

9.9 

4.1 

8.1 

9.4 

-l.l 

14.2 

7.4 

7.2 

0.1 

Fertiliser N 

1 52 

000' ins 

2120 

2093 

1936 

1830 

1939 

1816 

1901 

1606 

7944 

7231 

7413 




9 3 

15.3 

1.8 

13,9 

-1.7 

-5 3 

1.2 

-2.3 

9.9 

-2.5 

1.5 

Fertiliser F 

0 67 

(KK)' ins 

635 

623 

607 

.570 

.588 

529 

451 

246 

2493 

1874 

2287 




80 

17 8 

.34 6 

131.7 

21 2 

-6.5 

-33 5 

-55.9 

33.0 

-18 1 

-10,7 

Soda ash 

0 20 

000' ins 

415 

.393 

339 

359 

423 

410 

385 

333 

1506 

1551 

1384 




-1.8 

-4.2 

-II 9 

77 

8 3 

9.1 

21.7 

10.7 

-2.9 

12.1 

4.2 

Caustic soda 

0 40 

000' ins 

297 @ 

302 

285 

274 

268 

268 

263 

255 

1157® 

1054 

1063 




10 6 

127 

8 3 

7.5 

20 

-1.4 

-4 3^ 

0.6 

9.8 

-0.8 

4.4 

Textile Industne.s 














Cottad blended yarn 

5 7K 

000' ins 

532 

.522 

516 

508 

516 

521 

513 

511 

2079 

2061 

1833 




3 2 

0.2 

0 6 

-0.5 

2.6 

11.4 

17.0 

20.7 

0.9 

12.4 

20.3 

Nylon filament yarn 

O.U 

Tonnes 

10268 

9332 

10433 

I03I6 

10640 

9734 

9208 

8547 

40349 

38129 

32471 




-3 5 

-4,1 

13 3 

20 7 

46.3 

9.7 

15.7 

2.2 

5.8 

17,4 

5.8 

Polyester filament yarn 

0 16 

Tomu’s 

75945 

76924 

69219 

74473 

74596 

74660 

70078 

69330 

296561 

288664 

245276 




1 8 

3.0 

-1.2 

7.4 

26.6 

139 

16.4 

14.4 

2.7 

17.7 

18.8 

i’olyesier staple fibre 

0 19 

Tonnes 

51611 

59349 

.58373 

50826 

5.3410 

54142 

50710 

41800 

220159 

200062 

160893 




-3 4 

96 

1.5.1 

21.6 

33.4 

21.6 

31.8 

10.4 

10.0 

24.3 

18.2 

Food Industiies 




, 










Sugar 

1 76 

Lakh ins 

73 8 

41.7 

2.6 

8.2 

56.9 

30.7 

0.7 

12.4 

131.9 

100.7 

125.8 




29'’ 

35.8 

271 4 

-33.9 

-11.5 

7.0 

-63.2 

-60.0 

31.0 

-20.0 

-3.2 

Tea 

1 10 

Mn kgs 

50.4 

180.3 

284.2 

222.7 

56.8 

203.9 

291.0 

201.8 

737.6 

753.6 

723.1 




-113 

-II 6 

-2 3 

10.4 

-10.3 

9.4 

37 

4.6 

-2.1 

4.2 

-0.5 

Vanaspati 

0 56 

0(K)' ins 

227 0 

209 0 

222 1 

243.5 

237 0 

237.6 

192 9 

235.6 

901.6 

903.1 

895.8 




-42 

-12.0 

15 1 

3.4 

-3 5 

107 

-6.5 

3.1 

-0.2 

0.8 

6.6 

Automobile Industries 














Commercial vehicles 

1.36 

Nuinbc'is 

57867 

50563 

45061 

41508 

51536 

39607 

28371 

21922 

194999 

141436 

128580 




12.3 

27.7 

58.8 

89.3 

36.6 

8.5 

7.9 

-21.9 

37.9 

10.0 

-10.2 

Heavy and medium 

- 

Numbcis 

32123 

26644 

22642 

20593 

27531 

19318 

10559 

8567 

102002 

65975 

76051 

vehicles 



16.7 

37.9 

114.4 

140.4 

23.1 

-11.1 

-29.5 

-49.5 

54.6 

-13.2 

-15.1 

Light vehicles 


Numbers 

25744 

23919 

22419 

20915 

24005 

20289 

17812 

13355 

92997 

75461 

52529 




7.2 

17.9 

25.9 

56.6 

56.4 

37.6 

57.4 

20.2 

23.2 

43.7 

-2.2 

Can 

0.14 

Numbers 

83837 

61613 

61664 

56893 

57131 

54215 

51153 

47196 

264007 

209695 

163100 




46.7 

13.6 

20.5 

20.5 

17.6 

32.5 

24.2 

45.4 

25.9 

28.6 

-2.0 

Jeeps 

0.29 

Numbers 

15989 

14160 

8961 

10261 

15488 

14222 

11336 

8850 

49371 

49896 

39276 




3.2 

-0.4 

-21.0 

15,9 

55.0 

36.1 

22.4 

-7,6 

-1.1 

27,0 

24.7 

All two-wheeler$ 

0.41 

Numbers 

614298 

565307 

527392 

4886 li 

499496 

458687 

402916 

3950S6 219S609 I7S6IS5 IS00541 




23,0 

23.2 

30.9 

23.7 

22.3 

14.0 

24.4 

8.0 

25.0 

17.0 

-6.4 

Three wheelers 

0.03 

Numbers 

37732 

32058 

30069 

27673 

30126 

26786 

17875 

16821 

127532 

91608 

65166 




25.2 

19.7 

68.2 

64.5 

87.1 

49,2 

17.8 

5.5 

39.2 

40.6 

-15.0 

Electricity 














Total generated 

IL43 

Mn kwh 

93330 

90506 

83799 

83387 

85337 

80682 

78369 

77986 

351200 

323823 

300989 




9.4 

12.2 

6.9 

6.9 

7.3 

4.6 

8.3 

8.4 

8.6 

7.4 

5.0 

Thermal and nuclear 

- 

Mn kwh 

75687 

69470 

56357 

67127 

70138 

63664 

57217 

61293 

268700 

253156 

231213 




7.9 

9.1 

-1.5 

9.5 

9.5 

7.6 

11.8 

7.9 

6.1 

9.5 

8.0 

Hydel 

- 

Mn kwh 

17643 

21036 

27442 

16260 

15199 

17018 

21152 

16693 

82500 

70375 

69776 


> 


16.1 

23.6 

29.7 

-2.6 

-2.1 

-5,1 

-O.l 

10.1 

17.2 

0.9 

-3.8 


Quofteiiy ngures may not be add up to the total due to revisions. 

^otes: .. Not available; ® February dato is repeated for March os March data is not available, (i) Superscript numeral denotes month to which figure 
relates, e g^superscript * stands for April, (ii) Figures in brackets ore percentage variations over the period specified or over the comparable period 
of the prcvfous year. « 


EotilKMlk ^ roUtica] Wtedcly June tO, 1995 


1347 





MONEY MARKET REVIEW 

Need for Review of Mon^ary and 
Fiscal Policies 

At the root of the current chaotic cofiditions in the financial system in 
general and the money market in particular are the unplanned 
bitrromngs by the government to finance its revenue deficit. The size of 
domestic saving is simplv not enough to finance such large borrowings 
without starving productive sectors of institutional credit. What is called 
for is nothing less than a total reappraisal of monetary and fiscal 
policies. 


I 

Money Market Shocks 

THE money markets in May were dominated 
by the Reserve Bank ot* India’s access to the 
market to raise funds for the government at 
historically high rates of interest. Apart 
from the normal floatutions as part of the 
government’s borrowing programme for the 
year, the RBI was forced to issue fresh 
government securities and treasury bills in 
the market because the government’s 
recourse to ad hoc treasury bills persistently 
crossed the agreed limits The forced action 
in the primary market naturally suppressed 
the secondary markets which wdre almosi 
laid back during the month. 

The developments of the past two months 
have brought to the fore a number of critical 
issues. First, the absence of an cconomy- 
widc How-of-funds budget with dovetailing 
ot the government’s borrowing programme 
thereto is giving rise to a series ot financial 
shocks and unplanned claims on resources. 
While iiny accurate projection ol domesiic 
saving and financial flows is indeed difficult, 
some measure of credit planning and the 
limits on recourse to resources by the bulk 
users like the government are a necessary 
condition lor orderly growth ol the financial 
system and its systematic contrihulion to 
real sector growth. For instance, did the RHI 
and the union finance ministry have any idea 
of the possible size of domestic saving 
during 199.^-96 when they proposed a net 
market borrowing by the centre of 
Rs 27,087 crore for ihc year? They 
obviously based it on the laci that they 
ciiTild borrow as much as Rs 29.692 crore 
in 1993-94 and Rs 24,040 crore in 1994-95, 
It IS known how those were totally unplanned 
borrowings; earlier such borrowings 
were only of the order of Rs 8.970 crore 
in 1992-93 and the budgeted amount for 
1993-94 was Rs 9,700 crorc. The root cau.se 
of the present malaise in the financial system 
in gcncnil and tiK money markets in particular 
originates tn the RBI having facilitated such 
unplanned borrowings by the government 
lor financing its revenue deficits. It was 
known that once (he foreign inflows that 
generated the unprccedcnt^ amounts of 
liquidity got dried up, such borrowings would 
he beyond the realm ol possibility. The size 


of domestic saving would just not be enough 
to finance such large borrowing and also to 
render sufficient institutional credit for 
productive sectors which were expected to 
grow at a faster rate. A series of policy 
misadventures and misconceptions began to 
be applied: resort to various forms of what 
is called non-conventtonal market 
borrowings, introduction of auction systems 
and market-related rates of interest, the .so- 
called success stories on open market 
operations and, above all, the much- 
publicised agreement between the RBI and 
the government to phase out the system of 
ad hoc treasury hills financing budget deficit. 
For any serious observer of the monetary 
scene it was crystal clear that all these were 
made possible because of the massive 
portfolio capital inflows. Against that 
background, the persistence with a borrowing 
programme ot as much as Rs 27,087 crorc 
during 1995-96 was, to say the least, 
inadvisable. A more realistic borrowing 
programme consistent with an overall 
as.sessment of domestic saving and other 
financial flows would have (a) conferred a 
.semblance of .sobriety on the finance minister 
in slashing tax rates and surrendering 
revenues, and (b) avoided the steep increases 
m inicrest rates which arc bound to impose 
heavy burden on the central and state 
government budgets in the coming years and 
which would make the goal of eliminating 
revenue deficits and restoring .some degree 
of fiscal balance all the more difficult. What 
is more, the sudden emer^nce of liquidity 
strain combined with the stiffening of interest 
rates appears to havebc^n to hurt investment 
and pr^uction activities of a number of 
industries. In such a situation, the RBI 
castigating the banks for not buying enough 
of government securiUe.s even though there 
was the 14 per cent yield offer appears 
bizarre; it arises out of the same blinkered 
monetary policy vision which exclusively 
relies on indirect instruments ot monetary 
control such as interest rates and open market 
operations and shows no concern for any 
rational, let atone optimal, distribution of 
(kimestic credit amongst different sectors ol 
tne economy. 

The current disturbances in (he money and 
financial markets are a beginning of the 
heavy price that the ecoswmy would have 


iSrW iliMpmCII roMnMniO] 

to'pay In the months and years to come a 
a nesidt of the above unsustainable polic 
for the country*s current stage o 
development. If authorities are serious aboi 
sustaining the economy’s growth momen 
turn on an enduring basis, an honei 
reapprai.sat of the entire fiscal and monetar 
policy package is called for. In such a 
eventuality the following immediat 
measures suggest themselves: (i) an imenr 
budget of the central government to mohilis 
tax and other revenue measure.s so that th 
government's growing borrowing require 
ments are reduced and excess! ve pre-emptio 
of domestic credit avoided; that alone wi 
help reduce the rising interest cost in th 
economy; (ii) acceptanceof the basic phik 
sophy that credit targeting asdistinguishe 
from monetary targeting is u more viabl 
policy for India which calls for a system c 
flow-of-funds budgeting and credit plannin 
and in turn .some measure of credit rationin 
even if in indicative terms, as an essentii 
aspect of policy to meet the genuine cred 
needs of (he government and the private an 
public commercial enterprises at reasonabl 
interest costs; (iii) in such a scheme ofthing 
(he RBI should give up its aversion to .sectoi 
specific refinancing and rcdiscountin 
facilities and evolve a functional, nc 
bureaucratic, .system of extending refinance 
rediscounting facilities against the bankf 
lendings to the priority sectors and even fc 
revival of sick units (it necessary throug 
other apex institutions like the IDBI, SIDB 
IRCI and NABARD): (iv) di.spen.sing wit 
the system of auctioning governmer 
securities at the so-called market-relate 
rates of interest and replacing it by a rang 
of realistic coupon rates fixed and annour 
ced in advance; (v) the re.sorl to governmer 
market borrowings with long-date 
securities maturing m 10 or more year 
rather than short-term debt instrumeni 
(except for 91-day treasury bills) whic 
have only served to inllate government' 
repayment obligations and thus reduce th 
room for manoeuvre of monetary-fisct 
policy co-ordination; (vi) disallowing th 
term-lending and investment institution 
from lending in the call money market an 
thus restoring the status of overnight call 
money market essentially as an inter-ban 
market, so that such institutions with surpk 
funds are induced to seek investment oullei 
in othe** money market instrument.^ 
particularly (he bills redi.scuunting marke 
and (vii) finally, scrap the deci.sion to phas 
out the government * s resort to ad hoc treasur 
bills with of course .some reasonable Hmi 
say, a range of 0.8 to 1.0 per cent of GDI 
for the year«end and intra-year levels of sue 
monetised deficit. 

The credibility of the current policy o 
ad hoes has alre^y come into question wn 
the government recourse to ad hoes crossin 
the last year\s set Hmit of Rs 9,000 cror 
almost persistently now for mohe than 
month (though day-to-day Hgures arc 
known). Even the occ. . tonal reductions ii 
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A: Yntmtt or 9i-DAv and M4«Dav Tkaasury Bios 

(^tMARY AvcTtahts) Amii 1993 to MaV 1995 



id hoes have been made possible lo an extent 
because of subscriptions Irom non- 
-ompelitivc bidders (essentially stale 
iovernments who are paying a yield of 14 
ler ccni on tbeir borrowings) Under the 
vtheme of phasing out, the limit of Rs 9.(K)0 
01 any 10 consecutive days fixed for 
1994-95 ought to have been reduced lor 
1995 9b which is noi even being talked 
iboul In this milieu there would be no 
sanctity lor even the limit ol Rs 5,0(K)crorc 
'ilaced in the budget loi ihc year end Also 
his amount should include all 91-day 
Tcasury bills including those floated through 
iuctions During 1994-95, of the total budget 
Jclicii ol Rs 5 545 croic (Rs 445 crore less 
than the budgeted amount ol Rs6 (KK) crore), 
»d hoc TBs were apparently onl> Rs I 750 
.tore Besides a signiticant question is 
whether the funds raised by the RBI 
specificallv to reduce the level of ad hoes 
will form a part ol the government’s market 
borrowing announced in the budget or will 
It be outside the programme * 

The suain on government finances in a 
situation of liquidity shortage is reflected in 
monetary data M, growth of Rs 7,739 crorc 
(orby I 47 percent) between March II and 
May 12 1995 has been almost entirely 
aunbutable to the expansion of Rs 12,819 
crore in net RBI credit lo the central 
government (as against Rs 583 crorc last 
year) As a result currency expansion has 
been of the order of Rs 10,832 crore Net 
lorcign exchange assets, which showed 
si/eablecxpansion lastycarfRs 3.305 crore), 
bdve experienced an absolute decline this 
year (-Rs 615 crorc) The pressure on credit 
demand is continuing Even so, these data 
do ihh fully reflect the underlying liquidity 
shortage which has been truly severe and 
which has been reflected m substantial 
undersubscription for government loans as 
dso tn high and volatile call money rates 
Some fresh iqiection of liquidity thmugh the 
matunng treasury bills and interest receipts 


on government loans hardly helped to ease 
the overall situation 

II 

Government Market Borrowings 

Smcethebeginningofthecurrent financial 
year, the RBI has sought to raise for the 
government of India as much as Rs 14,200 
crore but cciuld get only Rs 6,519 croic 
(including non-compeiitivc bidders 
subscription of Rs 1 490 (rore) directly from 
the market even after olfenng successively 
high yield rates ITic yield rates offered on 
dated securities during 1994-95 ranged from 
11 per cent to 12 71 per cent whereas this 
year it has steadily t limbed from 13 25 per 
cent to 14 per cent At both the auctions of 
cential government securities in May, there 
were undcrsuhscnpiions even afiei offering 
high yields At the autiion of 10 year slock 
on May 4 lor a notified amount ol Rs I ,(XX) 
trorc the amount bid was Rs I 299 10 crorc 
but that accepted was Rs 959 10 trorc at a 
cut-off yield of 11 75 per ceni the balance 
of Rs 40 90 crorc devolved on the RBI At 
the auction of seven-year stock on May 29 
the government once again sought to borrow 
Rs I 5(X) trorc but tould gel bids worth 
Rs 1,158 50 crorc and accept bids worth 
Rs 694 50 croie at a yield ol 11 80 per cent, 
with as much as Rs 805 50 1 rore i ontnbuted 
by the RBI That the rejee ted bids amounted 
to Rs 464 crore reflected the market cxpecta 
tion that the coupon rate even loi the seven- 
year security would be around 14 per cent 

This high market expectation was 
stimulated by the RBI’s own actions It 
compelled the state governments to borrow 
at 14 per cent in mid-May between the two 
government of India auctums cited above 
Regardless of the implications it has tor the 
existing secunty portfolio of public sector 
banks, the RBI has pushed up the yield rates 
on dated secunties in a '‘ange of 2 to 2 5 
percentage points wtfhin a period of eight 


to fiihe months thus placing the balance 
sheets of older hanks m dire straight due to 
depreciation in existing investments as 
compared with foreign banks and new private 
sector banks which generally have newer 
secunties in their investment portfolio The 
recent experiences suggest that a healthy 
conduct of debt management requires that 
yield rates at the pnmary issue level be 
allowed to vary irom year-to-year by 
moderate amounts ot 0 25 to 0 50 percentage 
point Such a system alone would prevent 
the government's debt burden from using 
fast and also protect the balance sheets ot 
investing institutions There is a distinct and 
valid view that rather than risking the maikct 
proclivities, the RBI could have come out 
with fixed coupon offers at some lower 
coupon rates to get virtually the same 
response 

Because ot the unreasonably high yield 
rates offered on state government securities 
and also because ot some regional affinity 
ot investing insiiluiions subscriptions to 
such securities has e generally been lar higher 
than the notified amounts For a notified 
amount of Rs I 5(K) irore for 10-year slate 
securities at the coupon rate ol 14 per cent 
issued on May 22 (against 12 5 per cent in 
1994-95 and II per cent in I99V94) the 
subscription amount was Rs 3,017 88 crore 
and the RBI accepted the near full amount 
of Rs ^ 000 crorc on behalf of the state 
governments 

Alarmed at the growing expectations ol 
the market the RBI offered the next 
government stock of lO-yeai malunly at a 
fixed coupon rale of 14 per cent and also 
canted on a castigating blit/ on banks for 
the past missed opportunities in making 
invesimeni in government securities 
ObMousI) the excess subscription of about 
Rs 2(K)crorc for this sioc k is let be understood 
against this background 

7nnstn\ Bill Atu turns 

As the govcrnmeni s. dependence on ad 
hoc ireasuty bills began to exceed the agreed 
limit ot Rs 9 (KK) cioic the RBI swung into 
action on the auction of TBs Apart fiom 
ottering attractive discount laies ol 11 95 
per cent and 12 07 pci cent on the 91-day 
bills the availabiliu of shoit term liquidity 
in the market from the redemption ot past 
bills has helped lo an extent Mote 
significantly it is the liquid i\ available 
with state governments (and piohabis non 
government provident lunds) which made 
It possible lor the RBI to mobilise lor the 
lenlral government si/cabic sums undei the 
91 -day TB auctions Nolifiul amount under 
the auction which remained at Rs 50 cioie 
for many months was raised lo Rs 1(X)croie 
in Ihc last week of April lo Rs 250 ciore 
in the first week ot May and to Rs 5(K) c rore 
m the succeeding three weeks In ihe third 
week ot May when the maikci panieipanis 
weie piepaiing lo suhsenhe lor the 14 per 
cent slate government secunties the RBI 
had to till in the undersuhscnpimn gap of 
Rs 305 crore lor fhc 9! cKiy ffcastiry bills 

If the rceem attitude ol the KBI lowaids 
yield rates offered and I he amounts mobilised 
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Orafh B: Daily Quotatiomi; of Miohs amo tows of Call Money Rates 
April 1994 and ^ay 1995 



Working Days 


are any guide, the central banking institution to about 0 4 percentage point (sec Tables 1 

is slowly bringing about correction to its and 2 and Graph A), thus giving a distinct 

earlier policy, based on the Chakravarty preference for the shorter of the TBs. Also, 

Committee report, oftelescoping the maturity last year the yield differential between 

pattern and interest rate structure on 364*day TBs and long dated securities was 

^government debt instruments and providing negligible, whereas this year the long dated 

a multiplicity ofinstruments, such as 91-day, ones enjoy more preferred rates If the 

182-day and 364-day TBs and dated 364-day treasury bill as a money market 

securities ranging from 1 to 10 years (with instrument does get eased out which seems 

considerable shortening of maturity periods), realistic and likely, the much-talked about 

The 182-day TBs have not been issued after 


lefcreiKiie ofth 
cut-off^dds of this TB would rematti 
non-starter. 

in 

Call Money Market 

The month of May showed an acute fon 
of gyration in call money rates, with weekl 
coefficients of variation ranging ftom 7. 
per cent to near 60 per cent (Tables 3 and 4 
This reflected the differing strain on tli 
market in different weeks arising from tli 
floatations of government loans and mo( 
ping up of funds by the RBI through treasur 
bills to satisfy the government needs. 

The call market reflected steady trend i 
the first week ending May 5 in an envtroi 
ment of tight liquidity situation on the e> 
of Rs 1,000 crore auction of govemmei 
securities orr May 4. The rates remained i 
the range of 8.25-11.75 per cent durin 
this week. The rates firmed up towards tf 
end of the week and ruled in the range < 
10-12 per cent as many banks, takin 
advantage of generally low rates, sought 1 
clear off their export refinance from the RE 
in the middle of the week. Normally, banl 
take recourse to export refinance to brin 
down their funding cost when call rates g 
beyond 12.5 per cent, the rate at whic 
export refinance is available 

The second week beginning May 6 openc 
at 13.5-14 per cent which was higher thsi 
the previous week; this was obviously c 
account of banks icpaymg their expo 
refinance and the government mopping u 
nearly Rs 1.200 crore through dated sccuni 
and treasury bills auctions. On May 10, tfi 


April 1992; so are dated securities other than 
3,5,7 and 10 years. 

In the recent period, the issuance of 
364-day TBs, which have created problems 
of huge redemption obligations during 
1994-95 and also this year, seems to have 
been slowed down. The face value of bids 
accepted by the RBI amounted to about 
Rs 100 crore in April and Rs 112.50 crore 
in May. The last year's yield differential of 
over 2.5 percentage points between 91 -day 
and 364-day TBs has been brought down 


Table 2 Auctions oi 164-Day Tkfasury Bills 

{Amiwttt m rupees, tror 


Date of 

Bids Tendered 

Bids Accepted 

Cut-off 

Cut-off 

Auction 

No 

Face Value 
(Amount) 

No 

Face Value 
(Amount) 

Price 

(Rupees) 

Yield Ra 
(Per Cen 

1994 

May 10 

101 

2567 50 

64 

1686 00 

91 06 

9 82 

May 24 

60 

170K 00 

30 

1194 (X) 

91 10 

9 77 

1995 

May 10 

20 

140 (K) 

16 

101 (X) 

88 89 

12.50 

May 24 

12 

41 00 

5 

11 50 

88.87 

12.52 


Table I. Auctions of 91-Day Treasury Bills 


(Anumnt in rupetn, tron 


Date of 
Auction 


Notified Bids Tendered 
Amount No Face Value 
(Rupees) (Amount) 


Face Value 
(Amount) 


;suDSLTipiion 

Devolved 
on RBI 
(Amount) 


Price in Yield Rate Total 
(Rupees) (Per Cent) 


Outside 

RBI 


1994 


May 6 

500 

16 

1110 

5 

500 

0.(X) 

98 23 

721 

3107 60 

13.90 

2698 60 

May 1.3 

500 

14 

200 

14 

200 

300.(X) 

98.16 

7 50 

3597.73 

439.00 

3158.73 

May 20 

.300 

15 

97 2 

10 

88.2 

211 80 

98.14 

7 58 

3879.03 

605.80 

3228.23 

May 27 

1995 

200 

17 

158 

17 

158 

42 (X) 

98.10 

7.75 

4072.21 

692.80 

3379 41 

.May 5 

250 

18 

229 

14 

73 

0(K) 

97.10 

11 95 

896.00 

000 

896 (X) 


(3) 

(300) 

(3) 

(177) 







May 12 

.500 

14 

166 

4 

16 

0 00 

97.07 

12.07 

1346.00 

0.00 

1346.00 


(4) 

(500) 

(4) 

(484) 






1491 00 

May 19 

500 

9 

21 

1 

10 

305.(X) 

97.07 

12.07 

1796.00 

305.00 


(6) 

(185) 

(6) 

(185) 






194600 

May 26 

.500 

10 

16 

3 

4 

0.(X) 

97.07 

12.07 

2251.00 

305.00 


(5) 

(690) 

(5) 

(496) 








Figures in bniokeis represent numbers and amounts of non-competitive bids which me not included in the total. 
@ Outstanding amounts me emimated for all weeks of May 1995 
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nrtkto 41^ iqpii 0 19 per eent n banb tiM 
to cover poeitions two days prior to 
reportiQg Rriday on May 12 which was 
piecededby a holiday on May IK With the 
rise in call money rates, there was alsoa rise 
in repo transactions as reflected in RBFs 
SGL Accounts. The repos were done mainly 
with the Securities Trading Corporation of 
India (STCI). In fact, the SGL accounts 
reflected repo transactions worth Rs 1,420 
crore during the week ending May 12 
(Appendix Table). 

Ihe following week also reflected tightness 
in the money market. The rates ruled in the 
range of 15-16.50 per cent between May 13 
and May 17 and after that moved up to 18.25 
per cent on May 18 and funher to 20 per 
cent on May 19. Expectations of higher food 
credit, continued SBl borrowing, and the 
announcement of state loans, pushed up the 
call rates. The RBI injected about Rs 200 
crore through the DFHI and STCI by way 
of repo dunng this week to cool the market. 

On Monday May 22. the announcement 
of state government loans at the highest 
coupon rate of 14 per cent created excitement 
and unsettled conditions in the money market. 
Call rates not only touched a high ol 24 per 
cent hut also became very volatile (12-24 per 
cent) There was active support from STCI 
which was Icivling on this day on its own 
account. The day's SGL accounts showed 
repos worth Rs478 crorc. Call rates, however, 
started softening the next day and generally 
remained in the range of 7 to 10 per cent 
1 or the next I hree days as t here was a temporary 
turnaround in liquidity due to the redemption 
of two old government securities (9.50 per 
ccni 1995 on May 21 and 6..50 per cent 1995 
on May 25) which together made available 
Rs 300 crore to the system. 

There were, however, some skirmishes in 
the money market on May 25. First, the 
government announced the auction of 
Rs 1,500 croie new seven-year security on 
May 24 with the auction dale of May 29 
Secondly, RBI and the state governments 
chose to retain the excess subscription to 
state government loans which caught some 


TAaiAS: instt or w DoiagsTic Derr Market 


Debt 

Estitmued Outstandings 

latest 

Oeneral 

Possible 

Prevalent 

totnnnem 

(Rupees Crore) 

Interest/Yield/ 

Maturity 

Monthly 

YTM« 




Discount Rate 

•Period 

Turnover 

(Per Cem 


Recent 

. Latest 

(Pnmory Issues) 


in the 

Per 


Peak 


(Per Cent 


Secondary 

Annum) 




Per Annum) 


Market 







(Rupees 







Crorc) 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 


Commercial Debt 


1 Ceittficoies of 12,557 

6.000 

14 00 

90 days 

na 

na 

Deposit (CDs) 





2 Commercial 4.51! 

2,500 

I5.25<*» 

90 days 

20 

15 0 IHO 

Paper (CP) 


4 




3 Floating Rate 3.900 

3.000 

14 0-15 0 

3 years 

na 

na 

Notes (FRNs) 

4 Intercorporate 8,000 

8,000 

18 0-24 0 

90 days to 

na 

na 

Deposits (ICDs) 

5 Corporate 



one year 



Debentutes/Bonds 85,036^^ 

85,036<"> 

16 0-17 0 

7 years 


14 5-ia9*^» 

6 PSU Bonds 40,00(y*'^ 

40.000^' 




a Taxable 15,000 

15,000 

14.5-16 25 

2-5 years 

100 

15 610 16 5 

b Tax free , 25,(K)0 

25.000 

10 50 

5 years 

80 

115 

Sovereign Debt 





7 91-day Treasury 6,050 

2,251 

12 07 

91 days 

l(X)" 

12 79“" 

bills (auctions) 

8 .364-day Treasury 20,323 
bills 

9 Dated Government 

12.226 

12 52 

364 days 

2.500'^’ 

13 27^* 

Secuntics 

a Central 13 LOCK) 

ni.0(X) 

1400 

5. 7 and 
10 years 

5,500<" 

|3 6P‘*> 

b State 35,000 

^5,000 

14 00 

10 years 

10 

i0 66»'‘» 

c Municipal Bonds 45,(KX) 

45,(X)0 

I4(X) 

10 years 

na 

na 

tall other approved securities) 





Memo Items 

10 Inier-bonk 7,406«‘ 

4,455"“ 

10 0-15 0 

Overnight 

Rs 6,(XX) 


Call Money 



crorc a day 


11 investments of 74,442 

74,442 

- 


- 



Mutual Funds 

Noies Data are culled out fioin vannus government and non-government sources 
The table does not cover hills discouni market 

(a) For companies with PU credit rating excluding stamp duty, credil raiing charges and 
issuing/paying agency charges (b) The Bombay Stock Exchange directory has placed the 
amount of dchenturc-s/bonds of all stock exchanges' listed companies at Ks P).26^ crore us at 
the end of March 1993 and at Rs 8^,036 crore us at the end of March 1994 In other words PSD 
Bonds estimated at Rs 40.(XX) crore are included under item 5 (O (^nly as a'poned by NSE 
(d) Weighted average (c) Including irpos (D Including a*pos and KBl's open matket 
operations (g) Money at call and short notice as leportcd to the RHI in the banks' fortnightly 
statements 



Table 3 

Call Money Ratls 


(Pet i em per annum) 


Mav 1995 




April 1995 


Items 26(RF) 19 

12(RF) 

5 

28<RF) 

21 

14(RF)@' 

7 

Weekly range 2.U0.22 <K) 15.50-19.50 

Weekend (Friday) 0 25-5 00 17.50-19.50 

Weekly weighicid average* 12 29 16.65 

OPHI lending rates (range) na 15.60-20.00 

11 50-19 00 

0 2.5-2 00 

12 76 
2(X)-18(X) 

8 50*1200 

9 75-12 (X) 

9 92 

9 10-12 00 

I 00-10 50 

1.00-1 25 

7 83 

II 00-3.00 

7 5-14 5 
l()(K)-8(X) 
10 71 
14 00-8 25 

8 00-18 (K> 
18(X)-15 00 

10 84 

11 50-10 (X) 

I9IK)-I0 00 
)i 50 10 00 
14 68 
17 75-10 SO 


* Weighted average of borrowing rates reported to the RBI by selected banks and DFHI, weights being proportional to amounts borrowed 
^ Due to holidays, operatioas cover only two days April 8 and 10 


Tarle 4. Daily Quotations of Hiohs and Lows in Per Ceni Simpu Statistical Charactfristics 

(Per I rrv per annum) 



All Four 
Weeks of 
the Month 

May 1995 Week Ended 


All Four 
Weeks of 
the Month 

April 1995 Week Ended 


26 (RF) 

19 

12 (RF) 

5 

28(RF) 

21 

I4(RF)* 

7 

Mean 

12.48 

11.40 

1188 

11.10 

9.88 

11.04 

7.00 

10 65 

12 42 


Standard Deviation 

5.18 

6.78 

1.2.3 

5J6 

2.80 

4.31 

2 78 

244 

3 26 

1 14 

Coefficient of 

41.51 

.59.47 

7.29 

46,49 

26,79 

.39,04 

39 71 

22 91 

26 25 

20 19 


Variation ^leentages) 

^ Porv^ended April 13 a& April 14 was a holiday. 


MmI Wiwkly June 10, l$95 
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the bunks oltguard The call rales ^hot 
up up on May 25 to a high of 13 50 per cent 
as a few large nationalised banks were 
uncovered on this penultimate day of the 
reporting fortnight hut it was shortlived as 
the day closed with a rate of K 25 per cent 
and the reporting Pnday low rates ranging 
from 2 to 0 25 per cent (Graph Bi 

Again the next tour clays ot the month saw 
the call rates ruling high in (he range ot H 
to K> per cent due to the underlying shortage 
of liciuidiiv in the system The RBI was 
mobilising lunds as the government's depen¬ 
dence on the ad hoc 1 Bs had crossed the 
Rs 9 (KK)crorc limit The rales were somewhat 
mixlcrated because ot the stning presence ot 
the DFHI and STCI ihiough repo laciliiits 
Repo transactions worth over Rs I (KMIcroic 
wea* reported dunng May 27-M 

Fort^x Market 

The foreign exchange market experienced 
moderate activities and relative stability in 
the s|H>t/cash segment though there were 
some bouts ot sudden volatility when the 
call rates shot up The six-month forwaid 
(annualised) premia was mostly receding to 
around 6 5 per cent from the high ot K S per 
cent in mid-Apnl except tor occasional 
spurts (Graph C) The RBI s reference rate 
tor the US dollar remained within a range 
ot Rs ^M9 - U 46 ihroughoul ihe nionih 

IV 

Secondary Markets 

The total sue of marketable debt in India 
at about Rs hX),(KX) croie constitutes near 
one-third of GDP which is fairly high and 
comparable with countries promoting bank 
based (as distinguished Irom stock market 
based) hnancial systems hut what is said to 
he meagre in the Indian case is the secondary 
market turnover in debt instiuinents 
(I able 5) The presence ol senous structural 
and msiiiuttonal harriers such as the banks 


permanent poitfblloot government neeuriuea, 
the iibkence of pnmary dealem in socuntic^, 
and inadequacies in the payments xculcmcm 
and clearance infrastructure, hinder the 
growth of secondary market lor go\cmmem 
paper and other debt insirumcnis The 
authorities arc paying attention to the 
institution of a system of pnmarv dealers in 
government sccuniics ai^ also a delivery 
versus payment system The market is 
responding lo the needs ot the system though 
rather slowly Due to the recent stringency 
in the money market, the markei s lor corporate 
bonds. CP and ICDs ha\c been activated 
The demand lor these inone\ market 
instruments would have been nnich higher 
builoi thceasyinvcsimeniouilc nil ovci night 
call monev a\ailahletofinancla) instiiiitions 
In the money market the iminediate lunds 
requirements of b mks are being met ihnuigh 
SI /cable amounts of repurc base ai i angements 
I repo) in creasury bills and govcriimcni 
sccuniics through the support of the RBI 
and Its sisicr instilutions DFHI and STCI 

Ooveuwieni Svaailtes 

The secondary market witnessed brisk 
trading in government sccuniics during the 
first week of May when the call rates were 
relatively stable and subdued Dui mg the rest 
ol the month the transactions remained 
scattered and hniitcd Besides the live 
converted securities louncen regular 
secunties were traded during Mav though 
much ol the transactions were limited ro the 
convened securities cssenliallN because of 
their repo facilities The Iimiitd deals in 
case of securiiies basing maiuiiiy beyond 
2(KX)AD indicate the investors preference 
of short-dated securities as the iin csiors have 
been experit m mg continued ik pieciaiion m 
ihcircxisting poiltolios followine tin upwaid 
shill m Ihe inieicsi late structurt In fact as 
IS home oui of the SGL rcporis except lor 
scry slioil dated cons cried governmcMii 


gecuritiek* i c. per eem smd 12.7$ 
per cent 19%, ihc rcfvuntimg eon verted 
securities and all the regular securktes were 
traded considefahly below par reflecting the 
firming up of the tnicrcsi rate ^ructure 

That the market lacks technical depth m 
terms informationat asymmetry and 
conservatism is ampiv home out by the fact 
that the traded prices of the secunties defy 
the logic ol maturity and coupon structure 
For example, while the government sccunty 
maturing in 201 MD commanded an YTM 
of II 85 per cent, that of 2(K)KAD was traded 
at an YTM ol I ^ 48 |>er cent Similarly, the 
sccuniv maiunng in 2(X)2AD got YTM ol 
12 89 per cent, hut that ot 2(K)1 AD had an 
YTM ol M 82 |sei tent Further whereas 
12 7S per cent 1996 government stock 
recorded an YTM of 12 21 percenionMay 2, 
a lower coupon government slock namely 
10 75 pci ceni 199ti had a highet YTM of 
12 94 per cent on ihc same trading day In 
general, Ihc shortage of liquidity has tnggered 
large sales, primarily led by UTI whith is 
in need of considerable funds to meet 
repurchase obligations and payment 
of dividends 

Yield Cm VI \ 

Severe liquidiiN ciunch associated with 
inadequacy of domestic savings and the RBI s 
policy ol high imerest rates have led to an 
upward movcmenl in yield rales on 
government paper as depicted m the vield 
curves (Graphs D fc and F) Inicrcsi raics 
have started firminc up even as the inflation 
latc has shown some declining tiend 

A distmcl aspect ol Ihc bchavioui ol ihe 
yield eulves in May was that ihe> appeared 
eilher Hal or downward sloping loiallv 
coniiarv lo normal ex pec led behaviour 
This icllcusawidcv inelvol issues gtealei 
use in short lerm mleiesi rales ,han Ihc 
lone lermones Lick olinloi m ilion amongst 
market participants and absmte of intc 


Tabu 6 OiiHAnoss >1 N/vimwi Sum k Lvuian( i (NSD m kinii M 


IXsscnpicrs _ Week F ntlinit May Aiiio u m in (Vt^rc ol Rupees 




26 


19 



i: 

1 


7 


1t)t d dunne the Mav 


Order 

Actual 

Order 

At tuai 

Order 

Aetu 11 


(Inlet 

Aeiual 


()rder 

Actual 




Traded 



Trailed 



fi ulcd 



1 rade d 



Tiaded 


Buy 

Soil Amount 

Buy 

Sell 

AnuHini 

Bus 

Sell 

Smouni 

Hu> 

Sell Amouni 

Buy 

Sell 

Amnuill 

I FreaNury hilts 

1) VI-day bills 


















- 



- 






- 




II) ^64'day bills 
Suh-rolal Traded 

109 (H) 

119 (K) 

109 (K) 

91(H) 

91IH) 

91 (K) 

IIO(K) 

101 (H) 

101 

S8S 

S8 S 

S8 SO 

170 SO 

171 SO 

161 SO 

value 

2 Dated securities 

109 00 

ll9tX) 

109(H) 

91 (K) 

91 00 

91 (HI 

II0(M» 

101 (H) 

101 

S8 S 

S8 S 

S8 SO 

170 SO 

171 SO 

161 SO 

A GOI securities 

1 ) Converted , 

92 (K) 

vm 

M (HI 

IIS(K) 

47 (H) 

2(H) 

68 00 

68 (H) 

SK(K) 

21120 

210 40 

'>18 20 

S28 20 

182 40 

110 20 

11 ) Regular 

16(H) 

6(K) 

6 00 

18 (K) 

18(H) 

18 (H) 

2S (H) 

2S (H) 

2S 00 

tsso 

4S SO 

tS SO 

114 SO 

114 SO 

104 SO 

111 ) /cMo coupon 

0 M 

0 (4 

014 



- 


10 (K) 


17 (K) 

27 (K) 

27 (HI 

17 M 

r u 

27 14 

B St lie govts stock*^ 
Sub-total Traded 





• 





- 






value 

t PSU bimds 

108 M 

4^ ^4 

14 

171 (K) 

8S(H) 

40 (K) 

91 (K) 

lOt(H) 

81(H) 

lOS 70 

102 90 

280 70 

6S0 04 

S14 24 

442 04 

1) Tax free 

9 IS 

29 IS 

9 IS 

26 70 

26 70 

26 70 

10 29 

t> 29 

6 29 

1898 

21 98 

18 98 

6S 12 

84 12 

61 12 

11 ) Taxable 

Sub-total Traded 

2S04 

^8 S4 

2S04 

12S 

11 2S 

12S 

soo 

21 (H) 

S(K) 

17 SS 

27 76 

8SS 

SO 84 

98 SS 

41 84 

value 

U 19 

67 69 

^^4 19 

29 9S 

17 9S 

29 9S 

IS 29 

27 29 

11 29 

16 SI 

49 74 

27 S^ 

IIS 96 

IH2 67 

102 96 

4 Coninicrcial papers 

H(K) 

2(H) 

2(K) 

14(H) 

14tH) 

12(H) 

8 00 



4(H) 


- 

14(H) 

16(H) 

14(H) 

S Debenlua's 

2 07 

1 S2 

0 87 

6 10 

1 SO 

1 50 

177 

4 09 

177 


0 29 

- 

12 14 

7 40 

6)4 

6 ItHIB 


- 



1016 

- 


- 


0 1 

0 t 

0 10 

0 40 

1046 

0 to 

7 Floating bonds 




1 

1 12 


0 2S 

0 2S 

()2S 


OS 


1 2S 

I 87 

0 25 

Grand total (Volume) 

261 W) 

2‘^SSS 

184 40 

117 SS 

242 91 

176 4S 

21011 

21S61199 IJ 

404 8.1 

412 01 

166 81 

1214 29 1124 14 

926 99 


-- — --- 

4 - 1 No midtng II) OMNI BojkIs IB In^mtuttniuiJ Bonds 
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Bcomimtc utid Rbhtiett) Woipkfy hxm H)* 




Annualised Premia (per cent per annum) 


OiiArH C: ANNUALtsfio Oailv 6-Momth PbRWAR0 Prcmia in OtARH D: YiEtP Curves For 364-Day Treasury Bills and Dated 

PSRrENTAGES FDR THh US DOLLAR IN THE DOMESTIC INTER-BaNK MARkET SECURITIES - WEtOHTED AVERAGE 



Working Days 


Graph E Yin n Ci hvis k)r ■i64-DA^ Treasury Bills and 
GO* SprURITH-S WtK.HTED AvFRAfiP K)R May 


Hf 




^ I 
£ 

c 1? 


S. ' 

w 


a 'OL 

s 

13 

> 9 


Dated Securities (Last inatunty in 2(K)4) 


'X A K' 
V Y \ 


,'V 


/ 

( 

I 

./ 364- 


1 / 


/ 364-Day Ticasury Bills (Last maturity in Dec 22, 95) 


Period to matunty in ascending order 


Graph F Yield Curves For Dated GOI Securities and State 
Govt Securities - Weighted Average for May 1995 



Period to matunty in ascending order # 


gration of various segments of financial 
markets. On account ot the implications of 
depreciation securities on their balance 
the market operators seem to prefer 
selling pressures in short-dated securities 
thw long-dated ones. Such a process is also 
bein^ h^ped by the availability of repo 
facilities for immediate needs. 

Other Money Market Instruments 

The recent monetary mea.sures including 
the ban on bridge loans has stirred the market 
forcommerdal paperfCP) and inter-corooratc 
deposits (tC|>s). interestingly, even the CP 
BHite is being us*d by corporates to bormw 


from other corporates with banks being treated 
only as conduits so as to minimise stamp 
duty cost in the Bombay market, hitherto 
banks have been the priiwipal holders of CP 
but the delinking of the instrument from the 
cash credit system combined with liquidity 
stringen^ has encoura^ them to serve 
only as intermediates for transacting in CP 
between corporates. The outstanding level 
of CP as on Februi^ 15, 1995 was Rs 
1,393.25 crore but since the begiiming of 
April about another Rs 800 crore worth CP 
is tepoited have been generated. Such an 
airatigeincmt has also activated 
maricetforCP As per the NSB transactions. 


there were trading worth Rs 29 crore in 
March 1995 which rose to Rs 54 crore in 
April but again declined to Rs 14 crore in 
May (Table 6). It is to be expected that bulk 
of such secondary market dealings are in the 
form of pn vate arrangements and not through 
the NSE screen. 

The ban on bndge loans, huge devolve- 
mems of capital issues on the capital market 
intermediaries, and shelving or postpone¬ 
ment of capita] issues by many companies, 
have given a shot in the arm for the ICD 
market and also stimulated corporates to 
look to alternative sources of funds such as 
the 18-nionth non-con verdble debentures 


Pxmmaki anti ^SUhaekhi Imie ID. 1995 
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APPUMtMX tMik SiT'kNOAfiY Mcwev MAtKe*! Oi»^TiON!i» RM^aSOC Data 

{AHumnttn mpeen, vture) 

t>cscrt|>ti<>n\_ Week ending May 1995 YidU to Maturity on Atriuat Trading Total fof the moiuh 

-1_ 2 k _ _ . 12. . IZ _1.^.-.. , ,j3lMayJa2. 

Aim YTM CY Aim YTM CY Ami YTM CY Aim YTM CY Ami YTM CY 


1 Treasury DiHs 

A 91-Day Bills 
Suh-U)tal (volume) 


B ^64-I>ay Bills 

1 ) May 12 IWS 

. 

iOM.iy2ft IW 

1 (X) 

iii)Jun9 1995 

2(1 (X) 

iv)Jul2l I99S 

. 

v)Aug4 I99S 

VI) Aug 18. 199S 

141 2^ 

VII) SepI 1 I99S 

78 6S 

VIII) Sept ^0. 199S 

- 

lX)Ocin I99S 

2 20 

X)0ci27 199S 

- 

XI) Nov 11. 199^ 

1 'IS 

XII) Dec 22. I99S 

- 

Sub-total (volume)'^ 

244 4"^ 


I GOl Dated Sccunttcs 
A Converted (Per Cent Year) 
i)I 2 (K)l 9 yS 17 (X) 

10 12 7 S. im 60 (K) 

III ) 1 ^ 25 . 2 (XK) 

IV) II 7S 2<K)I 

V) 12 SO 2(M)4 

Suh-U)t«il (volume) 77 (K) 

B Regular (Per Cent Year) 
i)K 2 S l 9 yS M)(X) 

ID 10 SO I99S 

III ) 10 V) 1996 0 7 S 

iv> 10 50,1996 

^) 10 7 S 1996 

VII n 12 1999 96 (K) 

VII) 11 64 , ilHKl 

VIII) 7 SO 2 (K)I 6 (K) 

IV) 12 SS 2 (K) 2 INI 

X) 12 SS 2 (K) 2 IN 2 

XI) 12 SS 2 (K) 2 IN^ 

XII) I 2 S 5 , 2 (K) 2 rN 4 

XIII) 1140 2 (K )2 47 IK) 

Kiv) n 7 S 2 (K)S 

xv) 9 (K), 20 n 0 10 

Suh loiall volume) 180 OS 

(A+H)* 2 S 7 0 S 

C Zero coupon (Per Ceni Year) 
(i)O(K) 1999 0 14 

1 ) KHI s Open Market 
Operations 

(A+B+C+D) 2 S 7 19 

IREPO 

0 ) 9 M)ayTBill 
(li) 164 -Djy T Bill 29 00 

( 111 ) Govi Scuirtties (Per Cent Year) 
I 2 (M)| 99 S S()(X) 

12 7 S 1996 S 7 S(K) 

I 2 (K )1999 

I 2 S 0 2 (XM ISOOO 

Zero coupon 2 (XKi 
Suh total (volume) 807 (K) 

4 Stale Govt Sccunties (Per Cent Year) 
Suh-ioiaK volume) OOK 

Grand lotaK volume) I lOK 90 


- 

- 

47 00 

12 78 

10 Oi 


10 00 

9 SS 

n7K 


I12(X) 

12 87 

n2i 


141 6S 

12 99 

n29 

12 96 


31 4S 

1129 

12 96 




1127 


297 10 

12 86 

14 04 

12 10 

207 71 

1181 

1161 

12 8S 

2(K) 

11 19 


- 

lOCK) 

1186 

1172 

12 68 

21971 

1181 

14 28 

8 42 

IS(X) 

1194 

- 

- 

t (X) 

6 14 

10 10 

10 10 

. 

- 


- 

S(K) 

12 99 

. 

- 

tO(M) 

1160 

1142 

11 2S 

1(X) (X) 

1122 


. 

I0(M) 

11 80 

1182 

10 09 


- 





n4() 

1140 

- 

. 

- 

- 

oso 

LI S8 

11 KS 

11 19 

- 


11 SS 

12 17 

141 SO 

11 11 

1160 

1246 

161 21 

1162 

I4SI 

11 45 

“ 

• 

116f 

12 46 

161 21 

1162 


^.Sl 00 

99.00 
258 (K) 
85 (X) 
184 00 

979 00 


14 (K) 
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(NCDs) which may be pnyutcly placed with 
non-hanking financial companies, While 
many details about the latter are not known, 
it i.s reported that the ICD market has already 
touched Rs 8,0(K) crore of primary turnover. 
The pressure in the market is reflected in the 
phenomenal increases in interest rates which 
have been of late ruling between 23 and 32 
per cent, it ts also reported that apart from 
heavy interest cost, the lenders in the ICD 
market are imposing unheard of conditions 


such as forcing Che borrowers to provide 
bank guarantee or collateral in the form of 
shares; corporates have apparently started 
offering prometters* shares as collaterals. 

PSU Bonds 

Given the large size of borrowing 
requirement at Rs 8,353.64crore as budgeted 
for 1995-96 (Rs 7,234.46 cioiem 1994-95) 
and many other unplanned borrowings by 
PSUk have already begun to push up the 


coupon rates on PSU bond.s to a new 
benchmark ot about 16 per cent against the 
NSE quote on the secondary market of 11 5 
per cent for tax-free bonds and 15 per cent 
for taxable bonds. It is even reported that 
Bank of Baroda may shelve its plan of a large 
public issue of Rs 1,0(X) crore and instead, 
prefer a Rs 400 crore bond issue. 

(V P Prasanth underiook the scatisticdi 
computations for this paper J 
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COMMENTARY 


UTTAR PRADESH 

Limits of OBC*Dalit Politics 

Amaresh Mism 


Mulayam Singh must have known that his systematic attempts to 
undermine the Bahujan Samaj Party (BSP), his partner in the coalition 
government, would sooner or later drive the BSP to desperate 
measures. What he had not taken into account was the stand taken by 
the Congress. The anthMulayam Singh lobby in the Congress, led by 
Ajit Singh, prevailed and Narasimha Rao too decided that a 
strengthened Mulayam Singh was no longer an asset to him. 


rUR dramalic dcvclopmcnls in UP have 
o\|u»Ncd the political opportunism and 
idcoio^ical bankruptcy which always lay at 
ihc heart id the SP-lYsP alliance in IIP. 
RIecied with ho|)es. alter the dete«u ol 
ihe BJP in its area ol social and political 
coiiccntraium bv the unii|ue assertion or the 
Dalits combined wuh the backward castes 
and the Muslims, the Mulayam ASingh 
iinvcrnmenuhas come crashing down, not 
on any issue ol principle, hut as a result ol 
the lowest level ol pi»litical manoeuvring. 
The BaSP which had spared nothing in 
declaring its opposition to all lorms oi 
Brahmanism and its political representatives 
such as the BJP. while basing ilsell solely 
on the Dahls who for centuries have sutlcrcd 
ai the handsot lorccs symbolised by the BJP. 
has chosen lo form the government with 
the support ol the same BJP. At the very 
moment wTion Mayavali is being hailed as 
the first Dalit and the second woman chief 
mini.sier of UP. the state is wiinc.ssing the 
beginning ol the end of a certain pha.se ol 
Dalit poltiics in north India. 

Themuch-irumpetcd ‘Bahujan’ ideology, 
which had made much ot achieving social 
change through the traditional categories ol 
caste and community, and which had 
projected itself as an alternative to class- 
based Left panics, stands discredited as never 
before - as a force reprcAseniing the interests 
‘)f the power-brokers and newly-risen elites 
from within the Dalits and the backward 
castes, backed by dubious figures like Jayant 
Malhoutra and wanting basically nothing 
morethanaplaceinthe power establishment. 
Similarly discredited are the attempts to 
combat communalism through the so-called 
new phenomenon of backward caste 
assertion* and the supposed 'political 
acumen* of politicians such as Kanshiram 
and MutayamSingh. Both these figures have 
come to symbolise instead the turning of 
Dalit-backward caste politics into a cynical 
form of bargaining and manipulation under 
which alliances can be struck and broken to 
gain fuuTow political advantagCA The BSP*s 


link-up with the BJP is indeed not an aberra¬ 
tion: it IS a natural outcome of the logic ol 
its political calculations. This is quite simply 
that since all the other political parties arc 
‘Maniiwadr. there is nothing wrong in a 
party of Dalits seeking an alliance with those 
who can serve the temporary interests of the 
Dalits. The alliance with Mulayam Singh 
had hidden the opjxirtunism which lay at the 
core of this thinking, hut the ^swing loWards 
the BJP has brought into the open what Asomc 
analysts hud anticipated and which had been 


seen earlier in the BSP’s attempt to strike 
an alliance with the BJP in Maharashtra and 
Madhya Pradesh and in the likelihood of the 
BJP supporting Mayavati as chief minister 
last year during the late autumn crisis that 
had engulfed the SP-BSP alliance. 

it is a measure of the present crisis that 
even (hough the immediate blame for 
breaking up the alliance may rest with the 
BSP, Mulayam Singh too has been exposed 
as a figure who had relied on muscle power 
and all the customary machinations of ruling 
claASS power politics rather than on people- 
oriented politics to sustain his rule. His regime 
was one in which people’s rights were 
trampled upon, all not ion.s of socialism were 
turned upside down and total administrative 
failure was accompanied by increased attacks 
on Dalits and the poorer sections of the 
population. Welfare schemes were jettisoned 
in favour of reckless, pro-liberalisation, pro* 
Congress privatisation and anti-denK>cratic, 
criminal tendencies were sought to be 
institutionali.sed. That is why his fall has 
been met with silence from even his close 
allies like the CPI and CPI(M) and the former 
chief minister was unable to organise any 
public prote.stin his support. Mulayam Singh 
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may give steitemenis abtiui the 'American 
hand*, etc, but ihe fact remains that he fell 
a victim to the type of politics he had dortb 
so much to initiate. 

The ensis in the SP-BSP coalition had 
been long in the making. In UP the politics 
of Mandal and that of Dalitism, especially 
after the rise of the Kanshiram phenomenon, 
have not proceeded in tandem. Here, while 
Mandal politics aimed at an alliance among 
the backward castes, the minorities and a 
section of the upper cosies like the Thakurs. 
which then had sought to win over the Dalits. 
Dalilism was based on an assertion of the 
Dalits who then sought to hnng together the 
backward castes, the minorities, etc. The 
contlici between Mulayam Singh and 
Kanshiram was thus one between two 
political strategies which sought to win over 
a common social base and which had. on 
the eve ol ihe current change ol regime in 
UP, turnexi into a batllc for supremacy. 

The immediate context was the elections 
lothcthrec-licr panchayat system which saw 
the SP letting lt>osc a reign of terror through 
both the fKilicc and its own goon machinery 
against rival candidates and parties which 
included in a big way us own ally, the BSP. 
All over the state there were incidents of 
abduction of candidates, police lathi-chargcs, 
open intimidation by goonda elements led 
by SP legislators, buying oil of opposing 
forces, open court mg of money power and 
mafia forces and support to any candidate 
irrespective of party affiliation who could 
ensure the personal domination of Mulayam 
Singh. The total hut 'planned' anarchy which 
started with the panchayat elections reached 
its apogee during (he election of the presidents 
of the new distnet txiards, ziila panchayats 
or /ilia parishads. 

In the new system, the elections arc indirect 
through the combined votes of the ZP 
members who are directly elected and the 
MLAs and MPs from the district. Mulayam 
Singh turned the contest into a personal test 
of strength and trained his guns, apart from 
at the BJP, at the BSP as well. At many 
places, BSP candidates were made to bite 
the dust and the SP supported the Janata 
Dal and other parties. Muscle power was 
used to the extent of abducting dissenters 
and ri vals. Just a few days before the elections 
in mid'*May. hordes of SP supporters led by 
a local ML A from Lucknow descended on 
the CPI office, lined up party members at 
gun-point and forcibly whisked away Tara 
I>evi, the party’s candidate for Che post of 
Lucknow zilla parishad president and a 
former member of the SP. The incident left 
political parties paralysed and bewildered. 
The CPI(ML) was among the first to register 
a protest on the issue. Later it grew into an 
alNparty move which was joined, 
signiflcamly, by the BJP and the BSP as 
welt. Tara Devi was traced eventually and 
she confinhed the truth of the abduction. 


These happenings, however, had a design 
of their own. They were evidently part of 
Mulayam Singh’s strategy to ensure the 
emergence of the SP as a powerful political 
force not dependent on any allies. The 
readiness of the SP to go to any lengths to 
achieve this had also a lot to do with the 
prevailing situation where other political 
torces in the slate stood markedly weakened. 
The decline of the Congress seemed 
unstoppable, with the split in the party turther 
dampening its prospects. The BSP's position 
had reached an all-time low The party did 
badly in the panchayat election and at many 
place.s Dalits, once they saw they had an 
alternalivc, were seen to be ranged against 
the party. The traditional Left was weaker 
than ever before and the Janata Dal was 
ineffective. As such, the SP was in a position 
to consolidate itself as the dominant ruling 
party enjoying the support ol the powcrlul 
in the countryside, including the new sections 
of criminal and mafia origin At the same 
time, uscciion oflhe upper casics, belonging 
mostly to the Congress, were showing an 
inclination towards Mulayam Singh and the 
latter appeared keen on lorgmg an alliance 
of backward and forward, mostly Thakur, 
power groups, along with landlord elements 
among the Muslims. If allowed to materialise, 
this could have proved to be a powerful 
combination in the days to come In Uttara¬ 
khand also the weakening of the Congress 
was forcing many anli-BJP elenicnis to 
reconsider their altitude towards the SP 
The BSP on the other hand was getting 
sidelined. In the election of presidents of the 
zilla panchayats, nearly everywhere the SP 
and BSP faced each other as rivals and 
nearly everywhere the BSP was badly 
mauled. The party managed only one victory 
in Bijnore, while Mulayam Singh bagged a 
little less than lialf the presidentships and 
the BJP almost one-third. In Allahabad, where 
the BSP has 9 MLAs, the SP supported the 
Janata Dal candidate who won, while the 
BSP candidate managed to get only three 
votes with even its own MLAs abstaining 
or not voting for the party. The party’s 
'Dalit-Muslim ekta rally' held in the first 
week of May in Allahabad, which was 
intended to boost its sagging fortunes, also 
proved to be a flop, with the Muslims slaying 
away and even the Dalits lukewarm m their 
response. The BSP was also losing support 
at the grass roots level and had begun to 
terrorise rival forces. Its state chief was in 
the news for ordering a violent attack on 
some Dalit leaders of the CPI(ML^ in 
Allahabad on Ambedkar Jayanti day. The 
BSP minister, Deena Nath Bhaskar. made 
the headlines in the Dheeha massacre in 
Benares. Bhaskar is close to many criminal 
gangs, some of Dalit origin also, operating 
on the UP-Bihar border, which in turn are 
involved in both struggle and unity with 
outfits like the Savama Uberation Front, an 


upper caste gang of tandlords and 
forces. The Oheena massacre was the result 
of this rivalry, following which Mulayam 
Singh promised firearms to the upper castes 
in the region. This sent a wave of indignation 
and terror among the Dalits. BSP leaders 
like Bhaskar have been unable to stop the 
continuing attacks on Dalits, who have been 
showing an increasing inclination towards 
forces like the CPI(ML) especially m the 
areas of peasant struggle in east UP, which 
region includes Bhaskar’s own constituency. 

Against this backdrop, the options open 
to Kanshiram were getting increasingly 
limited. Continuing with Mulayam Singh 
would have meant accepting tlic role of the 
junior partner in the alliance, .something 
which the BSP chiel was loath to do. The 
party also ri.skcd losing its Dalit base and 
the erosion of its political ambitions beyond 
UP. Before the final act of withdrawing 
support, the party had begun attacking 
Mulayam as ‘corrupt* and as a ‘thief and 
on one occasion Kanshiram critici.sed 
Mulayam biticrly before journalist.s. After 
that a planned meeting between the two 
leaders at the same venue in Lucknow could 
not take place with Mulayam Singh staging 
a walk-oui. The BSP leader was indeed 
caught in a hind. During u visit to the state 
capital only 20-22 ol his 67 MLAs turned 
up to meet him. The rest were reportedly in 
a conclave with Mulayam Singh who it 
api^ared hud reached a stage when he could 
break the BSP. 

Yet the decision to pull down the 
government was not only that of the BSP. 
Kanshiram had in tael announced a tour of 
the UP countryside from the first week of 
June for reviving the morale of his party. 
Mulayam Singh too had expressed 
confidence in the future of the alliance just 
a day belorc the sudden developments. This 
was a diplomatic move as Mulayam Singh 
was not unaware of the BSP’s plans. What 
he had not taken into account was the stand 
adopted by the Congress. In the event of 
BSP withdrawing support, Mulayam Sinch 
had thought of breaking up the BSP and il 
possible the BJP too, and then proving his 
majority with the help of the Congress. But 
Narasimha Raoca ved in to the anti-Mulayam 
Singh lobby in the Congress led notably by 
Ajit Singh who threateiled to resign if a 
decision to dismiss the UP government was 
not taken. Mulayam Singh had also not 
anticipated the suddenness of the 
developments which in turn seemed to be 
linked to signals the BSP had got from Delhi 
about a possible change in political eq¬ 
uations. For Rao also a strengthened 
Mulayam Singh was no longer an asset, 
particularly with elections to parliament 
drawing close. 

In the event, apart from the weakening of 
Che BSP, as a logical outcome of its turn 
towards the BJP which has left the politically 
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complous m0ng the Debts ecmbised emi 
4 dgry, the tieppenings in UP have dealt a 
blow lo the consolidation being effected by 
Mutayam Smgh From now on even tf 
Mulayam re-cmcrges it will only be with 
the help of other farces on the old plank 
which he had sought to jettison in his bid 
tor sole domination 

But It would be hasty to presume that (he 
BSP will continue with its present posturing 
even as there is talk about the BJP forging 
closer tics with the parly It is quae likely 
that It will seek an adjustment with the 
National Prom or that at a later juncture a 
may rejoin hands with Mulayam Smgh after 
having taught him a lesson Much will also 
depend on how the June 20 show o( strength 
in the assemhiy. where Mayavati will seek 
lo prove her majority works out Any 
number of possibilities arc there tough at 
picsem If looks likely that Mayavati will be 
able to muster enough support 

But if the first administrative at is of 
Mayavati arc any indication the BSP 
government is following a course charted 
!oi It by the BIP llic chiel minisltr has 
liken back ill cases ig iinsi BJP men and 
even sought to clamp a sort ol mini 
cintigency in which all processions and 
meetings by political parties were banni‘d 
The decision was later withdrawn under 
public pics^urc This merciless exposure of 
till so called first Dalit government by the 
laws ot led political life has had mother 
cfteci as well It ha dmost unwiuingly 


AI the announccmcni ol Mayavati ^ move 
lo power m early June two dogans wore 
chanted )ai Bhim and Jai Shn Ram At 
first hearing these slogans do not seem to 
be contradictory Bhim alter all, is as much 
a Puranic figure as Ram and the slogans 
might have been offered to honour the Puranic 
Bhim But the slogans did not refer lo the 
Puranic Bhim but to the intellectual and 
politician Bhim Rao Ambedkar Ambcdkar 
was being saluted as a symbol of the social 
and political unrest ol the Dalits, particularly 
lor his unrelenting work from the 1920s to 
bring the issue of untouchabthty to the 
lorclrom of the nationalist agenda The 
importance of Ambedkar to the nationalist 
struggle was his tireless, though unsuccess¬ 
ful tight to ensure the death ol 
^orna^hramadkarma (the ideological 
justification for untouchability and the 


epemsd for the lim'ivid of US* 

oriemed and class-based secular politics 
The debate which ihesedevelopments have 
initiated is also revolving around the need 
for a genuine alternative in UP after nearly 
all experiments have laded The attraction 
ol immediate government formation seems 
to be receding with constant changes of 
regimes and the blurnng of ideological 
frontiers Moreovei nearly all the political 
parties have come out ol the recent crisis 
with their hands sullied Keeping this 
situation in mind tU CPI(ML) which was 
the only force which had consistently warned 
against the limitations ol OBC-Dalil jiolitic s 
has Idum hed a drive on the issue ot offering 
a new secular democratic alternative to the 
people of UP which c in genuinely take care 
ot ihcir aspirations tor communal harmony 
secularism development and empowerment 
of the poor Dalits ind women The CPI (MI ) 
IS playing an oppositiomil role a vis the 
BSP regime while he mg critical ol Mulayam 
Singh and asking Inm to apologise \o the 
people loi his misdeeds as a ptccondition 
lor being accepted into any new opposition 
grouping The tuin ol the BSP towards the 
BJP has created \ \ icuuin in the Dalit 
constituency while ihi Muslims though they 
led Ici down by the BSP s mainipc with 
BJP and between the two find Mula> im 
Singh closei lo ihcrn are yci not vciy 
enthusiastic about Muliyam Smgh and his 
brand ot politic swh dihavculnm itcly f uled 
to Lhcck the BJJ* 


oppicssioiiol iv vt \sits) The Hhim then 
ol the slogan Jai nn shaic I little with 
the Puranic Bhnn Slogans ate not 
meaningless things they condense collective 
political agend is md poiiiu li sentiments 
into memorable expressions Slogans arc a 
convenient way ic» ipprcciale the complex it v 
of as well as lo chart the riad ahead tor 
Mayavati and the Bahuian Samai Party (BSP) 
Despite Mayavati s statement iccenlly that 
the BSP can iulc as the party ot all the BSP 
IS wedded to oppressed peoples especially 
the Dal ts (litcially the oppressed) TIu 
Dalits, howcvci ire not comfortably found 
on a singular political platform despite the 
similarity in their lives II the BSP telies 
upon strong Jatav support, it is because ol 
the militant anii-untouchable leaders and 
saints who are central to the community 
(such as Ambedkar and Guru Raidas) But 


Jatavs are not the only Dalits m northern 
India The Balmikis are the otfier large bloc 
of Dalits and their history is closely Imked 
to the patronage networks of the Congress 
Party and the forces of militant Hinduism 
(who latterly have found representation in 
the B)P) With communal themes at the 
centre ot political life, the different rela¬ 
tionship to Hinduism of the Jatavs and the 
Balmikis prevents an easy formation of a 
Dahl political agenda For a party in 
opposition such political complcxiiies might 
even be valuable but a party in government 
cannot afford the luxury of contradictory 
political agendas Can the BSP wedded as 
It IS io end the rule ot Manu be the party 
toi even those who are tfie upholcfcrs of the 
Shasiras ol M inu ^ 

The other slogan at Mayavati v 
announcement Jai Shn Ram is more 
familiar ind itu r \yodhya it cinnot be 
misunderstood A symbol of upper caste 
rule m anbquitv Rim w is not a hero tor 
Ambedkar nor for much of the progtcssivc 
Dilumovtment Militant Hindus howcvei 
found a votary tor Ram in the newly 
constituted Balniiki community In the 
iqiOs Dalit groups in northern India who 
had been called Chuhns Halalkhors 
Meht irs and Bhangis beg in to be c iDcd and 
io call ihemscbcs H ilmikis Arya Samaj 
missionaries convinced the c Dalit groups 
thi! then piLvinus 1 mil f i u iiccs md saints 
were a pioducl n( Muslin lyiaiiny To 
shed themselves ol itie ni irks ol the lyran 
ny these Dahls were en,<>incd to worship 
the tigurc ot V iimiki uiol \ in incestoi 
but as i worthV tigure lo crnpl itc) In the 
carlv I94()s dunn^ i visit to Pun)ib 
Ambedkar cjuc t oned ttu v ituc ol ,hc new 
rnmc t H ilmiki i ind the new taith 
(wor duping M ih uishi V ihniki who tiad 
noi hid an ictivc lelipious tollowmg 
juvioiidv) In I n\i isUi n vvitli i few 
vuun Dilit Ktivists Amhcdk ir told ditm 
lo i Old V ilmiki who he said had been a 
one mm ichcitisingagencvtorkamRaj> i 
Arnludk irism was profoundly opposed lo 
compromise with the injiisticc ol the idea 
of Ram^ajv M which me hide s untouchability 
and^lm* hicrirchy o* ca tes) In his un 
dctficrecKiddicsMothc J itiM lonkMandal 
oiruiijabin I936( Anndni iti rnotCaslc ) 
AmlKclkar ioc»k unit)!age laimsi the vu'w 
that Ram killed Shimbuka la Shudia) due 
to a mis understanding Sin Ram vas a 
king who was pledged to maintain the 
hierarc hv ot tastes i' w is fns dutv therefore 
to kill Shambuka the Shudra who hid 
transgressed his class md wanted ic^ bi \ 
Brahmin The reginit ol casics lii stKial 
organisation ot Ram Ra|>a h id ic> he nnm 
laincdby the penalty otdt ith The mte Jlc*i tua) 
and politic at Blum ihsretoK urgcdilic 
to avoid the embrace ot c istt Hindu (xiliti 
Clans who sought them for their own power 
and not for the noble pursuit of freedom 


May Days of Mayavati 

Vijay Prashad 

Whatever the BSP s uasons for the alharui with llu HIP the history oj 
relations between (ertain set turns of Dalits a/ul mihiant Hintlus in noith 
Indict IS not new Phis is an tssiu the BSP leadership will Iuim lo 
grapple with in the weeks and months to come 
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And yet, a cumius alliance, between the 
iigurc of Bhim and the figure of Ram, hai» 
taken shape Even though Ambedkar would 
not have approved, the alliance has u history 
which has been ignored until its appearance 
in reccni years During the kar seva 
Balmikis participaied in large numbers at ter 
they hud been falsely promised a temple 
to Valmikt inside the grounds ol the 
destroyed Bahn masjid During the reccni 
communal riots around Delhi caste Hindu 
leaders mobilised Balmtkis to participate in 
the anil Muslim termr (reminiscent of the 
solt satfron Congress mobilisation ol 
Balmikts in 1984 duting the anti-Sikh 
pogrom) Fed on a diet ol anti Muslim 
propaganda Dalits are being asked to avoid 
their own difficulties regarding issues ol 
varnashfumudhantia and untouchahiliiy 
The anti-Muslim projeci which began among 
Dalits m the 192()s has icit an indelible mark 
on Ihcir consciousness Spurious stones 
circulate ol Muslim tyranny in some distant 
past there arc almost no stones about Bniish 
colonialism and the barbarism of caste 
lyianny Popular hisiorv is distorted and 
riven with anti Muslim themes In the 19th 
century Punjabi Dalits sang about the 
hyp<Krtsv ot the Brahmans and the mullahs 
At resurrection their songs proclaimed, the 
Dalits will nsc to loin the preceptor Bala 
Shah and the followers of Ram and Rahim 
will hide themselves What better indicator 
of Dalit sclf-consciousnessaboutthcproblem 
ot their isolated situation (with only a 
precept >r lor an ally)^ 

May avail s alliance might just be forged 
out ot convenience a way to get to power 
in order to tulfill the BSP s agenda of social 
iranslormation (which is what Kanshiram 
said on the 1 onighi show on June 
Whatever the BSP s reasons forihealliaitce 
the history of rclatii'iis between certain 
sections of Dalits and militant Hindus is not 
new Many progressive Dalits however 
question the viability ol striving for social 
change on the hacks ol the Muslims Is it 
right to tight tor cmaiuipation >1 the cost 
ol a communitv which has not enjoyed 
many ot the fruiis of political 
independence^ That is a question which 
the BSP leadership will have to ask in (he 
weeks and months to come as they try to 
tight for social transformation alongside an 
ally wh(» has very different ideas lor our 
future s(K. icty 11 they do not ask that question 
logic will lorce them to |ctiison the heritage 
ot Ambedkar whose struggle for social 
transformation was tor everyone (best 
expressed in his 1947 States and 
Minoniies ) If they do not ask such a 
question then we must assume that this is 
a move to power without concein foi 
ideology That is a taiul mistake for any 
political organisation The BSP-BJPalliancc 
should not come as a surpnse hut wc should 
not assume that \t will last very long 
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Who needs an Exit Anyway? 

Gurbir Singh 


The government is vet to announce an official Exit Policy, Meanwhile, 
tt has settled for an utistated exit policy the cornerstone of whu h is the 
voluntary retirement scheme and the contract system 


WHEN ihc Congress(l) Narasiimha Rao 
government unveiled its New Economic 
Policy in June 1^)91, along wiih the 
removal of the so-callcd tetterc on industry* 
there came the promise to the capitalist class 
that an ’Exit Policy would soon he 
introduced It capital, including foreign 
investment was to be given the freedom to 
enter and operate at will the obvious 
corollary ran the government argument 
would be to also provide the reverse 
freedom to get out and close down - to 
cKil - at will 

The government then however pleaded 
that since an elaborate structure had been 
buili through labour laws such as the 
Industiial Disputes Act dismantling them 
w<iuld also take some lime The Exit Polu \ 
would have to be supponed with <i new 
industrial law which did away with the 
necessilv io>eek government pcrmosion lo 
close down industries and retrench labour 
(section 2S-0 and N ol the I D Act) and 
instead hike the compensation lor the forced 
separation the government pleaded 

However wailing foi the Exit Policy has 
been like waiting tor Godot Noi is it likely 
to c ome in the near future with the Congiess 
taking a whipping in five states in the leccnt 
issemhlyclet lions and with the very survival 
of ihe Narasimha Rai»go\ cmmcni in question 
It the ccniic after tfic Congress split 
Likewise the Indusinal Relations Bill his 
also been indehniteiy shelved 

The Exit Policy was hrsl to be initoduccd 
in the winler session ol parliament in 1992 
Then in the lacc of workers protests it was 
decided to withhold ii and only introduce 
the Industrial Relations (IR) Bill Finally 
the bill t(H» was dropped The Exit Policy 
and the 1 R Bill were then rescheduled lor 
the monsoon session ol 1991 as the IMF- 
World Bank moniiors, along with industry 
repfcscntali ves bayed forearly action on this 
lioiu But with chicl ministers ol various 
states showing reservations and more labour 
protests erupting, the Exit Policy was again 
postponed for Tcmodelltng’ Thcremodelled 
draft was cleared m August 1991 by the law 
ministry for introduction in parliament's 
Winter session that year But again abruptly 
It w*is dmpped 

Bv the summer ol 1994 it became clear 
that the government tune had changed 
Finance secretary Monlek Singh Ahluwalia 


stated that “the government was in no hurry 
to bring about drastic changes in labour 
laws’* and prime minister P V Narasimha 
Rao and commcice minister Pranab 
Mukherjee began backtracking in Davos in 
March 1994 by propagating the theory of 
middle path wheic they made it clear lo 
the US press that a policy of free hiring 
and firing was not possible in India” 

For the discerning it was always clear that 
ihe Exit Policy concerned only the oiganised 
indusiry whuh employs a very small 
segment ol ihe workloice Foi rural workers 
and the vast unorganised army of labour in 
small industry and the service sector, the law 
of free hiic-and fiic has always prevailed 
According lo the 1991 Census iheorganised 
sector accounted for only 22 (>6 million 
persons or S 1 pti ccnl of the worktoicc 
(whith IS merely per cent of the 
population) Ol ihtsc 71 per ccnl were in 
the public secioruiKleriakings( IS 9million) 
and only 7 7 million workers were in the 
pnv ate oiganised sector For the vast working 
population encoinpassine the agricultural 
sector and cottage and small scale industry 
composed of 228 million hands oi 91 S per 
cent ol the workfoice all discussions on 
the Exit Policy was ii relcvanl Significantly 
not only has this vast sector never been 
touched by the very sophistic ilcd labour 
hws of the countiy but the fact is 
(unappreciated by ihc IMF and W oild Bank) 
that this sectoi has always operated under 
a tree’ and brutal economy ol low wages 
feudal bondage and unrestricted houis ol 
work 

So a legal Fxil Polit y really concerns the 
organised sector And whai the government 
has settled for is an unstated Ixil Policy 
the cornersionc ol which is ihe voluntary 
retirement scheme (VRS) and the contract 
system In both iht public and private 
seaois the goveinmcnt has promoted the 
concept of workers being cajoled inlo 
voluntarily* terminating their employment 
for a price - something more than the 
normal terminal benefits For units wanting 
to shed surplus labour, and modernise, or 
for sick companies to close down, and cut 
accumulation ot losses, this has become an 
ideal route to sidestep the rigours ot section 
25(N) and 2S(0) of the I D Act, where 
permission for labour-shcddtng and closure, 
respectively, is mandatory 


The ’golden handshake' fetches the 
workers anything between 6() days wages 
for every year served (besides normal 
terminal benefits) in the public sector, to 
even an additional two months wages for 
every year of service left till retirement in 
the private sector Workers have known to 
carry away Rs 5 to 7 lakh as the price for 
their resignation' Thus in ccitain sectors of 
industry, the VRS, which was to operate as 
complimentary and parallel to the formal 
Exit Polity, has over the months become the 
Exit Policy 

In a twisted polity inherited from the Raj, 
which believes jn using lorcc when it can 
and co-opting protest when it becomes too 
loud the electoral price ot an unabashed 
Exit Polity was found to be loo high All- 
India and state-level bandhs by trade unions, 
the last being in September 199^, high¬ 
lighted opposition U) the Exit Policy Even 
the BJP lom-lomcd the sell out by the 
government to foreign diktats In this 
scenario inlcrcslingly the big capitalists 
themselves stopped pushing the government 
lor an unrestrained Exit Policy and argued 
they could manage with the VRS 
By the monsoon of 1993 most of the 
industry associations were themselves 
arguing against an Exit Policy and wcic 
telling their members lo lake the VRS route 
Tarun Das then diiectoi general of the 
Confederation of Indian Industry (ClI) said 
“We are finding labour verv lesponsive Our 
stand on the mattei is that companies which 
want lo shed labour have to go through the 
voluntary rciiiemeni scheme {The Ttmes of 
hidta August 19 1993) 

Hi earned on lo give the example ol 
Indian Oxvgcn C’alcutta which reached an 
agreement with ilv unions blessed by the 
Left Front government wheic M) per cent 
ol the workforce was reduced through the 
VRS roiiic Kanliktimar Podar then FICCl 
president voiced in a similar vein such 
a policy (F>xii Policy) should be postponed 
(ill such a time lhai a proper alinosphcre is 
created We do not want to enter the 
tomroversy ot this Exit Policy Trade unions 
are up in arms 

This set non ol industry fell that the Exit 
Policy came up more on account of pressure 
from new foreign investors particularly the 
Japanese Even Adit> a Birla agreed with the 
VRS route pointing out that his group had 
got nd of 2 (KK) surplus workcis wiifioiii 
any Exit Policy (Pirwue/ Match 24, 1994) 
Swaminathan S Aiyar the most convincing 
of the World Bank apologists put the whole 
thing in crisp financial perspective 

‘The answci is that VRS is not a linancial 
burden it is an immcnscl> piofiiahic 
investment Golden handshakt s typically 
amount to around 2 S ycai s ot pay plus I ringc 
benefits It a company pif^ s Rs 5fK) ciore in 
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VRSt ft sum Rs 200 cim Mimidly k to 
wage bill, meaniiig ft is getting a whopping 
return of 40 per cent of its outlay. No other 
outlay can yield such a high return, 
companies short of cash for VRS 
should float bonds offering attractive rates 
of up to 18 per cent. Since they are getting 
an imemai return of 40 per cent, this will 
still leave them with a surplus of 22 per cent, 
which can be put in a bond reduction reserve. 
Within five years the reserve fund will be 
large enough to redeem bonds. So the VRS 
will pay for itself in a very short time’’ {The 
Times of India, September 12, 1993). 

So when Rao in March 1994 told British 
business in London that labour laws were 
no impediment to investing in India, he was 
speaking the truth. 

The VRS schemes in the public sector, 
even though offering poor returns, did not 
do badly. By March 1993, about 98,000 
workers had opted out. The National Textile 
Corporation showed the best results with 
25,000 out of 1.4 lakh workers accepting 
VRS - an 18 per cent reduction. But NTC 
was aiming for a reduction of 75,000 — a 
whopping 54 percent of its workforce. SAIL 
was next managing to weed out 16,900 
workers. These figures are not good for 
Swaminathan Aiyar who ’declared’ three 
million PSU workers ’surplus* blaming them 
for consuming Rs 12,000 crore in wages 
every year without any productive end. But 
for the government, with a target ot 2.5 lakh 
workers in 58 PSUs, it was a good stan. 

Golden Handshakes 

These ’handshakes* were largely financed 
by the National Renewal Fund (NRF) - a 
Rs 5,000 crore allocation for five years, 
ostensibly set up to fund both the termination 
package, as well as to retrain and absorb 
displaced workers in other sectors. There 
has been little retraining and reabsorption 
so far. The government set up the NRF in 
February 1992, and in its first year Rs 830 
crore was spent on termination compensation 
In 1993-94, another Rs 700 crore wa.s 
earmarked for more ’handshakes*. 

In the private sector, the VRS has 
performed even better. Hindustan Ciba- 
Geigy got rid of almost i^s entire 1.000- 
sirong workforce at its Bhandup plant in 
Bombay offering very good terms - i c, 
pension till retirement knounting to the 
last drawn wages. Similarly, Premier 
Automobiles, Escorts and HDFC have 
been fairly successfurin reducing their 
workforce through attractive VRS 
packages. Interestingly, in Hindustan 
Lever, Bombay, the VRS was a flop even 
though the terms offered were attractive, 
because of the union taking an aggressive 
posture against Inciting the ruin of workers 
who had earlier accepted it. \ 
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is a disaifter. This hasbkm proved by many 
studies including the one brought out by 
the Mbniben Kara Institute in April 1994. 
The study, conducted in the Bombay-Thane 
region, show^ that of those workers 
interviewed who had accepted VRS, 57 per 
cent could not find any alternative 
employment; and of the 43 per cent who 
could, most of them were in contract or 
casual jobs which paid very poorly. Most 
of those interviewed repented having 
accepted VRS for they found that the bulk 
of the money went in paying old loans or 
was lost in business ventures which never 
, materialised. 

If VRS IS the route for company 
managements to abolish permanent jobs in 
the organised sector, the contract system is 
the escape loute by which companie.s 
continue to give themselves the option of 
‘hire and fire*. When it became clear to 
employers that there may be no legal Exit 
Policy, contract employmeni ballooned 
(incontiollably. Contract employment is not 
illegal. But under the Contract Regulation 
and Abolition Act. contract employment 
may only be allowed for jobs of a ’seasonal* 
or ’casual* nature. But what happens is new 
jobs, even though of a perennial nature, are 
kept in casual or contractual tenures, and 
many of the old permanent )obs vacated 
under VRS arc converted into ‘contract*. 
The figure of the number of contract workers 
in organised indu.stiy is not known. But a 
reasonable guesstimate is that lor every 
permanent job. iheie are four on contract 
tenures And the i ulpnls arc not only small 
companies, hut PSU and multinational 
behemoths too 

In the big construction PSU giant - the 
National Building and Construction 
Corporation (NBCC), contract workers are 
ten-fold the number of permanent em¬ 
ployees, i e, 3,800 are permanent while 
40,000 are on contract. SAIL, alter reducing 
its permanent workforce to 2,40,(XX). still 
has nearly one lakh contract workers on its 
rolls {Busines.\ Standard. February 24. 
1993). The story is the same in mining and 
railways. 

The advantages are obvious Besides 
being able to hirc-and-fire, the salaries are 
rock-bottom, often one-third of that drawn 
by similarly placed permanent employees, 
and with no obligation to pay gratuity or 
provident fund a.s terminal bcncfit.s. 

The situation has been worsened by the 
extreme defensiveness of the working class 
in general, and the organised trade unions 
in particular. While there has been a de¬ 
cline in the number of workers involved 
in strikes - from 8,78,000 in 1985 to 
8,72,000 in 1991 <^thosecaught in lockouts 
by managements increased from 2,01,000 
in 1985 to 4,70,000 in 1991. Similarly, 


> aggtaMito^ ton be rim 
Auk that (lie nmuber xft vmvriyt \lm'm 
lockouts far exceeded the loss on acohuftt 
of strikes. Prom 1990, the mandays tost on 
account of strikes and lockouts respectively 
wese: 10,640 and 13,640 in 1990; 12,428 
and U.OOOin 1991; and 15,132and 16,127 
in 1992 (Labour Bureau, Shimla). 

While publicly unions have opposed VRS 
as a scheme of job los.ses, privately most 
have either tacitly supported it, or stood by 
helplessly. The general secretary of INTUC, 
for example, admitted that the current 
situation has cost the federation 25 per cent 
of its membership. Workers’ unions in 
Dunlop, Bata and Metal Box set the trend 
of signing agreements for closure and 
restructuring of units involving huge job 
losses, and sik public sector pharmaceutical 
companies* unions actually agreed to wage 
cuts to stave off closure. So also the Metal 
Box union which agreed to a 20 per cent 
cut in wages as the price of restarting the 
company’s closed unit in Calcutta. But there 
are a breed of trade unionists who actually 
offer theoretical justification for the VRS 
Irom u workers’ point ol view. Listen to the 
argument of Kiran Mehta, former leader of 
the Philips employees union “A job must 
he looked at simply as worker’s property 
right which he can sell off lor a pnee to the 
company*’. And he goes on to suggest that 
trade unionists should now turn not to Lenin, 
but to the management guru, Peter Druckcr. 
and draw ‘lessons* Irom his latest book 
“Managing for the Future; 'f'he 199()s and 
Beyond” ilUmness Standard, May 7.1994) 

And finally, industries who want to close 
and get out, do so irrespective ol the law 
That has been the tradition. And it is easy 
since the penalties are deliberately kept 
weak and the process of establishing 
culpability hazy and long-winding. Sick 
textile mills in Bombay don’t seek 
permission to clo.se; they merely .stop paying 
the water and electricity bills, thereby 
prompting supply cut-offs by civic official.s 
leading to ‘closure’ of the unit. Similarly, 
the 2.000 strong CIDCO bus service stall 
in New Bombay, despite industrial court 
orders in hand to lift ‘illegal closure’ could 
do nothing to take their management to 
task. The buses were scrapped after they 
rusted beyond repair! 

‘There is in India an ‘Exit Policy’. The 
government will not acknowledge its 
existence. Nearly one lakh small and 
medium units remain closed. While some 
may be the subject matter of industrial 
disputes, in others the closure is final... 
Why then the clamour for an Exit Policy?" 
These are not the words of a radical trade 
unionist. It is merely our minister ot state 
for commerce, P Chidambaram making a 
lucid statement of fact (Business World. 
April 21, 1993). 
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Neither in parliameni nor in the media is there any attempt to question 
the premises of the defence ministry's geo-strutegu assessment on 
which are based the budget proposals for defence and other 
departments ostensibly meant for other security operations. 


ONCE a year ministry »l cictcncc publishes 
a report for the parliament and the puhlu. 
which IS supposed to reveal the government 
of India's thinking on matters related to the 
perception ot threat and sccunty un the basts 
of which the assessment ot detciKc 
requirements are made The pages devoted 
to the National Security Environment in the 
1994-95 annual report show that the mam 
focus remains Pakistan and terrorism wiih 
reteicnee to its support to subversive and 
terrorist elements* proxy war in Kashmir 
and north-eastern states etc Our pie- 
occupation with Pakistan extends to 
accusing it ot highlighting human right 
abuses in Kashmir as well as expressing 
concern* at China s arms supplies lo 
Pakistan Indeed it has resulted in an 
expansion ot our area ol concern beyond 
the subcontinent to include Centr ii Asian 
Republics especially in view ol ‘Islamabad 
attempting to meddle in the region' The 
report says that India is determined to do 
all It can to help ensure a secure environment 
in Asia which will allow us economic 
development to proceed unimpeded At the 
same time it will have lo remain prepared 
to counter developments adverse lo its own 
security and development For that it is 
essential that India maintains a sulticicntlv 
strongdefenci capahilits (emphasisadded) 


The cost ol acquiring such a military 
capability makes the suggestion somewhat 
questionable In taci ihc calibre ol this 
capability is ot iht same genre as minister 
ol slate lor home atlairs Rajesh Pilot’s 
threat that rt will not lake more than “ KXK) 
hours** tor Pakistan lo be ‘linishcd il it did 
not slop intcrlering in Jammu and 
Kashmii* Brave words may swell 
thauvlnlsllchean^buuhcy are really meant 
lo build up the image ol our India under 
threat and to buttress the claim lor lurthcr 
diversion ol resouucs There is other 
evidence ol this as well 
Recently the deputy chicl ol army stall 
(planning and systems) general S S Sethi 
advanced the argument that "The luturc ol 
India’s dcicnce tones depends on the role 
India lorcscx's lor itvcit in the overall global 
perspective in the times to conic ^Keeping 
in view the global changes India should 
aspire lor leadership at the regional level in 
this growing polycentric world lor which 
militan might i\ u must He wanted more 
spending on delcnct and said that *our 
dolencc expenditure is on the lower side 
Though there has been an increase ol 9 per 
cent in dcicnce outlays, yet owing to double 
digit inflation the increase was not 
sulficicni In fact he added that beginning 
1990 defence alliKations have not kept pace 


wuh mflalitin. Thpse argamenu mt gnuiisly 
mt^leodmg* For iriMance oUncial figureti 
show that the actual spending on ddence 
between 1986-87 and I995*»96. i e. a span 
ot 10 years, has nsen by 2 45 limes - from 
Rs 10.477 cforc lo Rs 25.500 cfore The 
quantum jump in defence cxpendiiure since 
I9K0-81 IS even more astounding ^7.14 
times in 15 years 

But even these figures do not provide the 
whole picture For instance, the total 
expenditure on defence excludes allocation 
of Rs 3.414 crore for central paramilitary 
forces, misleadingly called 'police*, which 
IS under the ministry of home affairs The 
administrative control cannot blur the 
overlap between armed forces and 
paramilitary forces The Rs 166 crore spent 
on the intelligence Bureau as well as the Rs 
255 crore spent on the Coast Guard (lor 
coastal defence and protect the geo-economte 
interests ol the country) technically under 
the ministry ol finance should be included, 
in defence expenditure Similarly Rs 250 
c rore al located lor strategic and border roads 
arc placed under the ministry of surface 
transport but tor all practical purposes are 
under the armed forces These together 
With Rs 2.K57 crore for defence pensions 
push our sccunty expenditure to Rs 32,636 
crore out ol a total plan and non-plan 
expenditure of Rs 1 72,152 crore for 1995- 
96 II to this IS added one-third of the 
expenditure on missiles (covered under 
rocket development and space research in 
the department ot space) and for nuclear 
arms preparedness (under departmentlof 
atomic energy), i e, Rs 508 crore then the 
total expenditure mounts to Rs 33,144crore. 
This implies that nearfy 20 per cent of 
public funds are diverted towards a 
burgeoning secunty apparatus intended for 
external muscle flexing and internal secunty 
operations Eventhese figures do not reveal 
everything For instance, last year the 
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Actuals 
IVhh 87 

Actuals 
IVK7 88 

Aclpals 
198/ 89 

Actuals 
1989 90 

Actuals 
1990 91 

Actuals 
1991 92 

Actuals 
1992 91 

Actuals 

1991-94 

Revised 

1994-91 

Budget 

1991-% 

Defence Expenditure* 

10477 

II96K 

11141 

14416 

11426 

16147 

17182 

21841 

23144 

25SOO 

* Net of Defence Receipts, 

but inclusive of Defence 

U)2 

(28 

MKI 

162 

418 

118 

1219 

967 

967 

1069 

Capital Expenditure 

* 129K 

1107 

1781 

4222 

4112 

4905 

1471 

6867 

6931 

7114 

Non^Plan ^pendiiure 

Police 

819 

980 

1112 

1297 

1164 

1849 

2119 

2481 

2681 

2837 

SiK'ial Services^ 

1206 

1109 

1291 

IS22 

1781 

1941 

2101 

2117 

2721 

2749 

Plan Expenditure 

Social Services* 

2114 

2611 

1202 

1240 

1197 

1947 

4294 

1149 

7487 

7845 

Major Substdies^ 

4681 

1126 

6787 

9012 

9181 

9791 

9414 

10764 

I0H26 

I0%1 


tholes I Social Services include educatiun. art and culluic heatlh and family welfare, water supply, sanitation housing and urban planning, information 
and broadcasting, welfare of SC/ST and othc*r backward dosses, labour and labour welfare, social welfare and nutrition 
2 Subsidies uiclude food indigenous fertiliser, inipoited fertiliser fertilisers subsidy to small and marginal fanners expon promoiion and and 
rnarket (fovelopmeiH sale ofdcconifulledfemliscrs with concession rofarmeri, debt relief to farmers Othcrsubsidies- railways mill-mode cloth, 
handloom doth, impoit/cxport of sugar edible oils etc interest subsidies, asshnance for fertiliser promoiion other subsidies 
Smne Expendtiure Budget 1991-96 Volume 1 pp 78 and 80 


Ccoiw<|ii(» Mid PelHka W^siy June 10, l«9S 
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former chief of the army j^tsiff S FKodrigijusN 
had Kiiid that part of IMF loan of $ 1 
billion released in 1992 wm used lor spot 
purchases of defence spares. The StPRI 
report says that Indra imported arms worth 
$ 12.2hn between I9XH-92. in other words, 
the full value of Indian spending on 
security-related items remains secret. OI 
course what is hidden from Indian citizens 
is lairiy easily accessible to our hdaterul 
and multilateral creditors and .suppliers ot 
military hardware. 

This allocation becomes a cause lor 
concern when considered against expen¬ 
diture on social services and the total 
subsidies provided by the government which 
IS Rs 10,594 cTore and Rs 12,401 crorc 
respectively (sec the table tor comparison). 
In other words Rs 22.995 provided tor 
social .services and subsidies is not only 
short of the 'officiar deicnee spending of 
Rs 25,500 crorc but far short of what the 
central government actually spend.s 4>n 
securing itself compared to the welfare of 
the people. 

The point is not the dismantling olniihiary. 
desirable as it is, but one of restoring centrality 
to public accountability and debate. It is not 
entirely wrong to argue that there is a cor¬ 
relation between impoverishment of people 
and augmentation in .security spending. 
Exaggerated external and internal threat 
perceptions (‘Politics ol Silhouetted 
Anger\ EPW, February IK-25) has kept 
pace with privatisation of public assets and 
rolling back of state from undertaking 
social investments. For instance, if defence 
of sovereignty is really a concern of the 
ruling classes then does not (he direction 
of economic change incapacitate the 
country Irom withstanding arm-iwisiing 
by capitalist north? And do not the 
machinations of the Hindiiiva forces weaken 
the country and act to divert attention from 
the threat posed by the capitalist north? 
Furthermore, dtws not the rccuircnl opting 
for militaristic solution for dealing withevery 
popular upsurge rather than searching for 
democratic solutions leave the country 
vulnerable to intertcrence trom outside / No 
one, either in paiiiamcm or the media, appears 
willing to entertain these questions lest they 
get accused of being 'anti-naiionar and 
prefers to further the demand of the mihiury 
behemoth. 

Quite apart from the parliament sj^ytng 
away from questioning (he prcmise.s of the 
defenceministry' s geo-straiegic assessment 
there IS the lack of financial discipline. To 
cite one example, in 19K3 the government 
announced with much fanfare its plans 
to build the Light Combat Aircraft (LCA) 
and allocated Rs 15 crorc. Last year, in 
(he I2rh year of its existence and after 
spending Rs 900 crorc the LCA was 
nowhere near the prototype stage. What ts 
galling is that parliament is equally 


uncent^ned by the fittWiiiy to 
the security forces whenever deployed for 
inicmul security operations. Jn a recent 
incident at Kohimu. qn March 5, jawans 
ol the 16 Rashiriya Rifles began tiring two- 
inch mortars mistaking a tyre burst for an 
ambush, rc.sulting in civilian casualties. 
What the ccnirui government did was to 
reward the security forces by forcing the 
state government to promulgate the 
Disturbed Arcus Act and empower the 
armed forces to take charge, of law and 
order under Armed Forces Special 
Powers Act. which is really military rule 


HALAYSIANS have always taken the 
hnsincss of choosing their government very 
seriously. Since independence, voter 
turnout m the country's general elections 
has been in the region ot 70 per cent of the 
electorate. Following the dissolution ol 
parliament in early April and a short 
campaign period, Malaysians went to the 
polls iin April 24 and 25 to select, 
reprc.scniaiives to the federal parliament, 
the Dewan Rukyat. in the country's ninth 
general elections. This election also 
coincided with provincial government 
elections in 12 of the country’s 14 'negcri' 
(the provincial stale) governments. There 
were no provincial elections in Sabah and 
Sarawak as their government’s terms were 
yet to expire. 

As expected the Barisan Na.sronal (BN 
or National Front, an allianVc of 16 
political parties) has once again retained 
control of power. Sweeping to power in 11 
ot the 12 ncgeris the BN gained 6.^ per cent 
ol votes, up from 52 per cent in the general 
elections of 1990. (Kcfanian being the 
only negeri where Paft-Maluysian Islamic 
Party (PAS) has retained power.) The BN 
also commands 162 representatives in the 
hegemonic 192-member Dewan Rakyat. 

The opposition on the other hand has 
fared dismally. Its share of votes declined 
from 45 per cent in the 1990 general 
elections, to about 33 per cent. This has 
resulted in a decrease in the number oi 
reprcseniatives it has in the Dewan Rakyat 
from 44 to 19. 

What has taken the pundits and supporters 


With s^i its.^tefKlamiemir, 4n 
but name. 

in fad Just as black iiim'S such asTAfiiA 
were ostcf^sibty brought to tight termrishi 
ill Punjab and then used against political 
opponents id'all hues there isevery reason to 
he wary of the expansion of the coercive arm 
of the government. Victims of coercion will 
be no din'erent from Ihc victims of TADA. 
There is. therefore, a re^il threat to democratic 
rights ofthcpcoplc he It in form of diversion 
of public funds or in form of Hs deployment 
to .suppre,s.s their right to organise, protest 
or struggle. 


of the BN and opposition by .surpri.se is the 
iiuTca.scd popularity for BN component 
parties such as the Malaysian Chinese 
Association (MCA) Gcrakan, and 
Malaysian Indian Congress (MIC). That is. 
in addition to securing its electoral base 
among the Malays, the United Malays 
National Organisation (UMNO), the 
dominant member of the BN, the BN has 
al.so been able to mcreusc its non-Malay 
base. 

Among other things, ilit. (lopulanty of 
the BN among the electorate has been 
attributed to the country ’ s strong economy ~ 
Malaysia’s growth rate in the past five 
years recorded an average of 8 per cent 
per annum. This it is argued, has helped 
swing urban and non-Malay support for 
the BN. The opposition too has taken this 
economistic view on board to explain 
the .success of the BN, But it is the 
media to which is attributed election 
debacle of the opposition. Country's 
main.stream media'sinsufTicient coverage, 
h is argued, has biased the electorate in 
favour of the BN. The outcome of the 
elections however suggest just the 
ppposiic. 

The mainstream media in Malaysia has 
always been pro-government (read BN)* 
and is very clear about its role and position 
in society. While it can be argued that this 
has denied the opposition a foiUTn to voice 

its views, thi,H notwithstanoing. ibe 

electorate are aware of what the opposition 
stand for. The omcamc of the decdons i"* 
the result of a ineasured leDection by the 


Vote for Unity 

Malaysia’s Ninth General Elections 

Vejai Balasubramaniam 


The success of the Barisan NasionaL an alliance of 16 political 
parties in the recent elections is a vote for its economic policies as 
w ell as its political programme aimed at advancing Malay language 
and culture. 


&bniwiiic Artd lnii f(k 199$ 
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eiecionite m the hme% rfkistcd hy the 
f^ppoRition and the BN. 

Issues OK) OKI IHh El.i-<1tWA'fl- 

The central issucvsin theprcNcnt elections, 
as in the past, stem from dilTcrcnt 
perceptions of the modernisation process. 
This process whose objective is the creation 
of a nation*state has, since independence, 
been determined by UMNO. The rcali-sution 
of UMNO’s idea of Malaysia however, has 
engendered contradictions in society which 
manifest themselves in politics in the form 
of a struggle between UMNO and the BN 
on the one hand and the opposition poliiical 
parties on the other. 

Among the principal contenders lo 
UMNO’s idea or ideal of Malaysia as u 
nation-state def ined hy the Malay language 
and culture, and in which the Malays are 
politically dominant with a capitafisi 
market economy, arc the DAP, PAS, and 
PBS. The DAP in contra.si ad\ocaies a 
Malaysian Malaysia, a society in which all 
Malaysians are equal. PAS on the olher 
hand advocates the creation of a society 
and polity bused on its reading of Islamic 
icnet.s. Party Bersatu Sabah (PBSl, the 
Sabah-based political party and dominated 
by the Kadazan-Dusun on the other har ' 
have an ideal of Malaysia in which t! 
negeris have greater independent control. 
Politics in Malaysia cun he viewed in the 
context of the govcrnmcni ’ s (read U M NO) 
attitude to the.se contending views ol the 
nation and the issues stemming from it. 

Thus for example, following the inier- 
ethnic strife of 1969, the government adopted 
a more pro-Malay position Among other 
things, this saw the introduction of economic 
policies aimed at tran.storming the country’s 
economic structure and political policies 
aimed at advancing the language and culture 
of the Malays. The operationalisation of this 
policy among other things, hud caused 
sections of the polity to feel alienated. Non- 
Malays began to perceive the government’s 
pro-Malay 'bumiputera’ policy as treating 
the former as second class citizens, while 
sections of the Malays began to feel that the 
policies were lestding to the rise ot a 
materialistic culture and contributing to the 
degeneration of Islamic cultural values and 
norms. 

The NEP did help to transform the 
country’s socio-economic base. After 30 
years of the spawning of a class of Malay 
capitalist while the ranlis of the middle 
class were increased by educated Malays. 
The NEP too fostered the emergence of a 
number of non-bumiputcra millionaires. 
This notwithstanding, society nevertheless 
continued to be divided by ethnicibased 
concerns, 

Such concerns saw the rise of Islamic 
consciousness among sections of the Malay 


Muslims ahd activism iiOumg sections of 
non-Malays through political and social 
reform movements such as the DAP, PBS, 
Alirun, and Consumer Associations. To 
check what it (the government) perceived 
as a potential threat to the country’s 
stability, the Internal Security Act (ISA) 
was used to rope in those who were 
particularly vocal in 1989. 

The authi>ritari,in manner in which the 
government handled discontentment to its 
rule wa.s severely icstcd in the 1990general 
elections when ihe Malay.sian electorate 
went to the polls lo choose between a 
government which had over the years 
become moic and more authoritarian and 
an gpposition alliance comprising the 
DAP. Semangat 46, PAS, the PBS, and 
the IPF which promised more democracy 
and .social ju.slicc In what was perhaps the 
hardest and mosi hotly contested elections 
since independence. UMNO found its 
support among the Malays badly eroded. 
The parly’s electoral support among the 
non-Malays was also badly atfccted; 
although the BN was able lo retain power 
at the Icderal level, ihc party lo.si in Kelantan 
and Sahah. In Penang and Trengganu loo. 
the opposition was able to make significant 
inroads. Together, the opposition was able 
to gam the .support of 47 per cent of the 
voting population. 

In Us effort u> win support among the 
electorate, the government adopted the twin 
strategy of expanding economic growth by 
giving primacy to market forces and 
advancing fslumic ideals. The former which 
.saw the government adopting policies 
designed to encourage investment, led to the 
removal of previous restrictions and 
preconditions which many have argued had 
impeded growth. The accompanying 
liberalisation in investment too. spread to 
the .socio-cultural sphere and began to 
engender a .society which was both tolerant 
and dcmcKTatic. At the same time, hy .setting 
up institutions founded on Islamic 
principles .such as Islamic banking, Islamic 
insurance, and Islamic pawn shops, the 
govcrnmcni managed to retain its role in 
upholding Islamic values. It is against this 
background that the governmem dissolved 
parliament on April 6 and sought a fresh 
mandate. 

For its part, the RN stres.sed the need for 
continuity, promising more of the same. 
The opposition beginning with the DAP 
campaigned tor greater liberalisation and 
the rcali.sation of a Malaysian Malaysia. 
Semangat 46 on the other hand, took a 
more pro-Malay position demanding 
greater bend us for Malays while PAS 
campaigned on the platiorm of Islam and 
greater Islamic fundamentals in 
government. The PBS wa.s banking on ii.s 
image as u party which is wjfltng to confront 
the tedcral leadership. 


Against the disunited from of the 
opposition, (he BN .stood in good stead. 
Furthermore, the uggre.ssive posturing 
adopted hy the DAP had alienated it 
from mo.Ht urban voters, causing the party 
to lose some of its traditional .support. In 
such a scenario, it does not come as a 
surprise that majority of the non-Malays* 
supported component members of the BN. 
In like vein, by adopting more Islamic 
values, the BN had managed to take much 
of the wind in PAS’s .sail. Lacking a clear 
ideology. Semangat 46 appeared no more 
than a party made up of a number of 
disgruntled members from UMNO. PBS 
under Pairtn could no more than secure the 
electoral loyalty of the Kadazan-Dusuns, 
while the Muslim humiputeras and non- 
bumiputcras as a whole, rallied behind the 
BN. 

That the opposition has not been able to 
get its act together stems from the differing 
ideas of nation championed by them. The 
BN however, has been able to offer a more 
united platform and the image of a party 
made up ol individuals who are able to 
work together. By supporting the BN, 
Malaysians have come to expect this 
working relationship as the be.st means of 
satisfying their sometimes differing 
aspirations. Insofar as they see their 
differing aspirations being reconciled by 
achieving developed country .status, they 
will .severely tc.st both the government’s 
and the country’.s ability to realise that goal 
by ensuring continued economic growth 
in the coming years. 
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‘Effective Global Surv^ance’ 

IMF’s New Role 

Michel Chossudov&ky 


A new triangular "division of authority* among the IMF, the World 
Bank and the World Trade Organisation is emerging, with the IMF 
calling for *inore effective surveillame* of developing countries* 
economic policies and increased co-oidmaticm among the three 
international bodies 


A NEWCONSbNSUS’oniheroIcolglobal 
insmutions emerged at the SOth anniversary 
meetings ot the Breiion WcmhIs held m 
October 1994 in Madrid The meaning ol 
'IMFsurveillance' (ic l he annual monitoring 
ol a country's economic pcrlormancc in the 
context ol ‘Article IV consultations’) has 
been rcdclined and enlarged A new 
triangular division ot authority among the 
IMF the World Bank and the World Trade 
Organisation (WTO) has unfolded The IMF 
has called for more effective surveillance* 
of developing countries economic policies 
and increased co-ordination among the three 
international bodies 

Under the new trade order (whic h emerged 
from the completion ol the Uruguay Round 
at Marrakesh), the relationship ot the 
Washington-based institutions to national 
governments is to be rcdcl ined Bnlorcemcnt 
of IMF-World Bank policy prescriptions 
will no longer hinge upon ad hoc cotiiurv* 
level loan agreements (whtch arc not legally 
binding documents) Hcncetorih, many of 
the clauses ot the structural aJ)ustment 
programme (e g. trade liberalisaiion <uid the 
foreign investment regime) will become 
permanently entrenched in the articles of 
agreement ol the new Wot Id Trade 
Organisation (WTO) These iitides will set 
the foundations for policing countries (and 
enforcing conditionalities ) according to 
international law 

Expansion oi IMF Ri si kvi s 

The expansion ul IMf rcseises was 
presented at Madrid as a means ot serving 
thcintcfcstsol indebted countries lionicaily 
the IMF managing diiecioi Michel 
Camdessus emerged in the eyes ol the 
western media as the south s progressive 
spokesman against the nariow political 
mteresls ol the rich countries Camdessus 
presented a plan to enlarge the IMF’s 
reserves and pioviJe added linancitil 
assistance, pnmanly to the ’economics in 
transition ol the lormcr Soviet block but 
also to the south ’ 

An expansion ol the IMF’s lending 
capabilities is being portrayed by the IMF 
as a means ol securing a dtirahU nuyrc 
bioadty based s^miined high-i|ualiiy growth 
and the traaftail ut living standaids 
worldwide what tlievc loan agieemcnts 

imply m pracuet is something quite di I lei ent 


the pioposcd expansion ol tending rather 
than ‘helping the poor’ would reinlorcc the 
IMF’s control over national gbvcinmcnts 
It would provide the IMF with added political 
leverage to impose sweeping macro 
economic relorms The cxp«insmn ol IMF 
special drawing rights will be on the agenda 
ol the June Summit ot the G-7 at Halilax 
in June I99S 

An enlaigemenl of IMF lending 
(particularly to the couniiics of the former 
Soviet block) would support the interests of 
the cicditois new money is lent to pay 
hack ‘old debt In addition to obliging 
governments to laithtullv abide by IMF 
policy prescriptions the loans invariably 
alSt ) requirc the signing of paral Icl agreements 
regarding dcbl-scivicing with the tillicial 
and commercial creditors In a sense the 
inflow of multilateral money acts as a 
catdiyser whicli promotes j subsianlidllv 
larger ‘ouinow ot financ i »I n souices Irom 
indebted developing couniric> in (he lorm 
ol interest payments 

Moreover none of this tiesh money 
proposed by the IMF at Madrid will aciually 
coninhutc to the revival of capital Uu maiion 
and the mobilisation ol doirusm resouiccs 
foreign exchange enters the cotlcrs ol the 
central bank ol developing loi mines where 
It IS explicitly earmarked (nv ihcdoiiois) lor 
the purchase of imptii Is In other woids the 
money IS immediately ueveled hack to the 
large mieinational trading companies and 
multinational Itriiis while ioiuiibuting to a 
gush ot imported western consumer goods 
largely geaicd towards a small privileged 
upper income stratum Seem ed on boi rowed 
money under condUiuns ol lihei aliped trade 
this consumer tren/y lontnhuies to 
displacing domestic priHluccrs and swelling 
the external debt * 

The same recycling mechanism applies 
to most ot the Woild Bank s project lending 
under whtch large amounts ol money arc 
tunnelled back to the large iniernationil 
ctmstruclion and engineering linns in the 
form ot consulting and nianagojncni fees 
Under the sti-callcd ‘Public Investment 
Programme (PIP), the World Bank not only 
die tales the si/c and composition ol public 
investment it also prevents national 
governkneius of developing countries Irom 
mobilising then own resources lor the 
budding ot public inlrastructurc roads and 
hospitals etc 


Sovqral unportani uginpeinma dh 
economic retorun were mtiBcd berwm 
IMP and tnember govemmenik atOie^MiNfaki 
Summit Of signiBcanccwasthedadscnidc 
between pnhK3 minister Viioli Masol of the 
Ukraine and the IMF on the application of 
an IMF ‘economic package' (in exchange 
tor a meagre 360 million dollin' loan) The 
reforms wete launched full-.swing in mid- 
October barely two weeks after the Madrid 
meetings The IMF required the Ukrainian 
authorities to abandon state controls over the 
exchange rate leading to an impressive 
collapse ot the currency The plunge of the 
karbovanets (coupon) was exacerbated by 
the Fiscal crisis in Russia and the simulta¬ 
neous tumble of the ruble on the Moscow 
currency exchange The October ‘shock 
tieaimcni’ wreaked havoc the price of bread 
incieased overnight by 300 per cent, 
electricity prices by 6(X) per cent, public 
transportation by 900 per cent ironically 
the IMF-sponsored programme was 
intended to alleviate inflationary pressures 
It consisted in imposing ‘dollarised’ prices 
on an impoverished population with earnings 
below 10 dollars a month Combined with 
the abrupt hikes in fuel and energy prices 
the lifting of subsidies and the freeze on 
credit will largely contribute to destroying 
industry (both public and private) and 
undennining Ukraine’s breadbasket 
economy ^ In November 1994 World Bank 
negotiators were examining the overhaul ot 
Ukraine s agriculture With trade libera¬ 
lisation (which IS part ot the proposed 
patkagci the door is o|)en to the dumping 
ot US giain sill pluses and ‘food aid on the 
domestic market This would loninbuic to 
destabilising one ot the world s largest and 
most priKliictivc wheat economics 

Notes 

1 1 his iTcrijins to an extension of lending under 
lilt sysieiiiiL transformation fjLilily used lu 
suppon economic rc loniis in the lormcr Sovu i 
hlotk See f maiHial limes September 26 
FM4 p 4 and October 2 1994 p 2 

2 See Michel Camdessus Recovery Must Be 
Used Wisely to Seeure Susiuined High-Qualily 
Growth IM! Stine% CXlnbcTl? 1994 p 107 
Sec also 'Managing Oirector’s Closing Press 
Conicremec IMI Siines October 17 1994 
p 116 

1 The loans an. granted to developing counincs 
in (he form of s<i called Balance of Payments 
Aid 

4 The IMh Currency Stabilisation Programme 
has m recent years also Favoured the injection 
by the eeniral banks of developing countries 
(including the eountnes ot the former Sovnri 
block) ol large amounts of dollar banknotes 
mto the hands of private individuals leading 
lo the inevitable depletion of foreign 
CXI hongc reserves and (he demise of national 
cunvncics 

5 SccChrystiaFieelaiid Ukraine and IMF Agree 
lo Initial Deal over Economic Reform' 

/ tnum Nil I mis September 24-2S, 1994 and 
M Kaminski * Kuchma Plans Big Refonns tor 
Ukraine* Fimuu ml Tunes October 14,1994 
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PEssnecnvES 


CtMiinmiial \lolaice and 
lYansmutation of Identities 

Ibrbaiis Mukhia 

Violence as patriarchy derives from the capitalist ideology of 'success' 
Virtually any kind of political violence, besides war iot the conquest of 
territory, is predicated upon one or another of such transmutations of 
identities. 


‘EVERY Woman is an Occupied Tcmtory 
The Politics of Militarism and Sexism and 
the Isi^eh-Palcstinian Contiict is the title 
of a recent wnting ot Simona Sharoni ‘ She 
argues that ‘In a context where everv man 
IS a soldier every \^oman becomes an 
occupied territory It Sharoni is not the 
tirsi writer to perceive the symbolic 
transmutation ot a slice ot the earth into 
sexually vulnerable Icmalc human body she 
doe' add a rare passion to hei argument 
Earlier Betty ftcardon had established some 
rather neat equations between vsar 
militarism, sexism and patriarchy on one 
hand and pcac e and tcmininity on the other 
Indeed in the second halt ol the l^Xh i entury 
itself Edgar Degas’s painting Scene de 
guerre au moycn age (186S)' imaged war 
and conquest ot territory in the Middle Ages 
in the sexual metaphor The painting porti ays 
conquered, subjugated humiliated and 
some dead women being targeted by 
cavalrymen shooting arrows the conquest 
and humiliation ot women is imaged in their 
nude bodies, even as they vainly try to cover 
their nudity in an attempt at salvaging sonic 
ot their dignity That the metaphor w is a 
social, rather than a personal consiriu t ot 
Degas’s imagination is suggested'hy another 
ot his tellow-impressionist painters’ work 
Puvis de Chavannes’s ‘La Guerre’ (1867) ^ 
once again depicting war in the images ot 
triumphant men and denuded and subdued 
women, though the context is not medieval 
but contemporary 

This paper seeks to argue that the 
transmutation ot identities is |x)ssessed of 
considerably greater fluidity and that virtually 
any kind of political violence, besides war 
tor the conquest of territory, is predicated 
upon one or another ot such transmutations 
It tuither suggests that violence as patriarchy 
derives trom the capitalist ideology of 
'success* 

For sure, the ideology ol success is not 
specific to capitalism: that the pursuit ot 
success in war over territory was no less 
powetful adynamic ot pre-capitahst polities 
than success in economic production is ot 
capitsdlst societies, but the scale seems to 


alter the genre itNcll Medieval societies 
contined the ideology ol success lo the 
stratum ot their rulers and warriors 
capitalism, with its notion ot ever growing 
piofii through ever expanding scale ol 
production and exchange or generalised 
tommodiiy production vastly enlarges the 
operative /one ol this ideology which leaves 
viriually no one living in society untouched 
It is this generalised pursuit ol success 
through the ktllci spirit ot competition 
having become Lommon sense’ in the 
Gramscian vision that consuiutcs one ol the 
important springboaids ol violence in varied 
manilcstaiions rellecting as well as 
reinlorcing patriarchy We shall return to 
this point below 

1 lake as mv point ol departure what in 
the Indian context is known as communal 
violence’, i e, muidcious violcnc unleashed 
by people belonging lo one religious 
community on those ol another b> staging 
large-scale riots within the territorial 
jurisdiction ol the s irne state system wiihout 
being at wai with another slate 

A well tiled modi ot mobilising people 
ol one s own lommunily to indulge in 
violence ot this soil is the distribution oi 
handbills with mctndiaiy contents bclore 
and during the nuts In one grim sequence 
ol riots in Ahmcdabad in 1969 the Hindus 
wcfc incited to Wipe out those who have 
dishonouicd your mothers and sisters show 
them that the Muslims who have insulted 
Hindu religion and molested our mothers 
and sisters will not be able to stay m India * 

In a single bnel sentence in the handbill, 
female body, honour, religion history and 
temtory have alt been c onflatcd andcollapsed 
into creating rwo images the first, of lemale 
sexuality, pca'eived as vulnerable, and the 
second, of the entire Muslim community as 
the phallic ‘oi her’ The community could be 
held culpable on an\ of these counts, but 
being pronounced guilty on alt of them 
simultancoqsly and interchangeably plugs 
every kind of an escape route, any space tor 
sheer survival Yet the masculinity ol 
violence is doubly emphasised the male 
image of the Muslim perpetrator of dishonour 


as well us of the Hindu avenger The sexuality 
ol a woman’s body is mcrciv a medium 
through which religion temtory honour, 
etc, arc violated or defended by men 

Sadhavis 

The sexual metaphor is however not 
confined to the men s construction ot the 
image Amongst the most rabble-rousing 
speeches on ihe Induin scene over the past 
lew ycdis, ihost delivered by a young lady, 
Sadhavi Ritambhafa have been the most 
virulent Interestingly ol the, two parts of 
her name, Sadhavi is an epithet and means 
the lemale renouncer hermit and 
Ritambhara her personal name is borrowed 
trom a celestial nymph who in Hindu 
mythology uses her exquisite physical 
beauty and chai m lo seduce ascetics whose 
penances aic perceived as threats to the 
established order by Us benehciary gods 
Once seduced they lose the holy effect of 
penances holiness and sexual ardour being 
counicrposed In hci speeches heard by 
thousands .it public meetings and by many 
more through the sale ol audio cassettes the 
one dominant rhetoric is impotence’ - 
challenging the ‘manhoixl’ of those who 
would not attack and kill Muslims in riots 
a challenge that becomes doubly 
inflammatory when thrown in public by a 
young lady ihoueh herself celibate for being 
a rciiounccr in well rehearsed tones of an 
ever rising pilch 1 here is no other rhetoric 
which insokes phallu aggiesvion more 
powerfully than that ol .i man s impotence 
IJndcrsiandiibly iherelorc apart from the 
initMl welcome accorded to brothers and 
sisters in the audience the lest ol her 
speeches make extremely scarce reference 
to the sisters ’ 

! he stiidcncy ol the Sadhavi s incitement 
to violence transmutes two identities that 
ol the renouncer ol every worldly concern, 
above all ol any contact with the state 
howcvci remote and imperceptible into a 
political activist seeking to bring a certain 
right-wing Hindu Lommunalist political 
party i e the Bharatiya Janata Party (BJP) 
U) power Ihiough electoral means and that 
ot the ‘tolerant Hindus into a militant 
aggressive community deiemiined to avenge 
all the constructed wrongs ol history and ot 
politics This aggression is indeed the miiror 
image ol the BJP construct ol the Muslim 
personality past and present However it 
these two identities arc being subjected lo 
transmutation, another overarching one 
namely painarchy gets reinforced 

For the protection ol honour thcavenginc 
ol history the dcicncc ol religion the 
security ol women against sexual vicdaiioo 
all these (all exclusively within male 
jurisdiction in which women tan at best 
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asftisi men. or instigme them much a$ the 
Sadhavi does; but the actual tasks are to be 
carried out by ‘brothers*/ The project of 
'Hindutva (mobilisation of Hindus) thus 
goes beyond the immediate objective of 
winning elections and forming governments 
in the states and tn the federal capita), 
important as this objective is: it seeks to 
reaffirm the structures of patriarchy m the 
face of growing contestation of patriarchal 
space in a fast moving society. The model 
here again is the fundamentalist' Islamic 
one, such as the one in the Islamic Republic 
of Iran, of which the subjugation of women 
to male authority is an extremely imporiant 
constituent. The fact that women themselves 
become protagonists of patriarchy hardly 
moderates its male authoritarian stance.* 

Sadhavi Ritambharu is. of course, not ihe 
lone renouncer. not even the lone female 
renounoer. projected into political space, 
although on the whole the number of women 
of her ilk remains pitiful compared to the 
vast number of her male counterparts, the 
Sadhus. in the fray. The mobilisation of 
Sadhus itself conflates and transforms two 
different, even mutually conflicting 
identities, even though both derive from ihc 
religious scnirce. In Hinduism as much as 
in Islam, the renouncer and the priest 
normatively occupy spaces at dificrent ends 
of the religious spectrum: the renouncer 
derived his moral authority from the very 
act of renunciation of all material assets, 
even desires, but above all by distancing 
himself firmly from all accoutrements of 
state power. This also sanctified his exclusion 
from the jurisdiction of the state and its 
institutions. The priest on the other hand 
associated himself closely with the ruler and 
the state with a degree of aggressiveness 
towards the deviants and the unbelievers. 

... AND Sadhus 

In placing the Sadhus at the forclront ol 
the movement over the pa.st five or six 
years, which ultimately led to the demolition 
of the mosque at Ayodhya on the fateful 
Decemberb, 1 ^2. on one hand the renouncer 
identity was commissioned with a view to 
defying the authority of the staic'sexccuti vc. 
legislature and. above all the judiciary: on 
the other the renouncer has been turned into 
an aggre.ssive priest anxious to take into his 
hands the reins ot governance. When, in the 
course of the agitation over the Ram 
Janmabhoomi (the place of god Rum's birth 
at Ayodhya anywhere between a million and 
a couple of thousand years ago!). the Sadhus 
repeatedly declared that they would not be 
bound by the decision of the high court, 
where the matter had been suh juJict\ they 
were invoking the renouncer's traditional 
exclusion from the state's authority; but 
when they contested pariiumeniary elections 
and won several seats, they, like the priest, 
led in the partaking of the benefits of state 


power in gixid measure. Theextreme ftnesse 
of combining re.Hourccs generated by 
purhumeniary demcK7racy ami historically 
stuiciioned limits lo the state's juri.sdiction 
would have evoked admiration, were it not 
for its unabashedly destructive objective. 

To return lo the .sexual motif, it is signi* 
ficunt that the representation ol the medieval 
Muslim conquest ol India and governance 
for nearly six centuries in the numerou.s 
court chronicles in the Persian language did 
noi configure the sexual image: the Muslim 
rulers did noi perceive the Indian lerriiory 
us an alien woman, subjected to lusilui 
conquest The only sexual undertones ol 
conquest lay in the occasional distribution 
ol ihc vanquished women among ihc victors, 
oltcn among ordinary soldiers, and. in one 
case m iheilosing years of ihc 13lh ccniiiry. 
even among scavengers.^ But in such cases 
ihe baitle lines were drawn not over the 
quesiion of alien territory but obedience or 
defiance ol aulhonly, or loyally and 
disloyally to the ruler and mote olicn than 
not the warring parties were h<»ih Muslim 
Indeed, the one medieval ruler who used 
matrimony with the daughters ol indigenous 
ruling tamilies, the Mughal emperor Akhar 
(r 1556-1605), al.so di.staneed his regime 
from theological Islam willi great 
deliberation. For him. such marriages became 
a mode of reaching out to the powerful 
indigenous elements and their mcorpoiaiion 
into the tm|x;nal Iramc. At any rate marriage 
carried a symbolic dignity, counlerposcd to 
rape which stood tor forcible conquest and 
humiliation. 

For sure, Ihe rcprcscniaiion ol .idveisaiial 
conlhcis between the Hindus and (he 
Muslims in India's medieval centuries in 
communal terms was not uneommon, even 
it H was noi universal: nor indeed was the 
highlighting ol the l.sluinic prohie iif the 
state, particularly in moments ol crisis. One. 
among seveial measures taken towards this 
end was (he demolilion ol a considerable 
number id limdu temples by stunc ol the 
Muslim invaders and rulers and. in at least 
two ca.scs at Mathura and Vurana.si, the 
building of mo.squcs in lieu ol them by the 
Mughal emperor Aurang/eh (r 1658-1707). 
The idiom ot the state's functioning and ihc 
jargon used lor establishing its legitimacy 
also reflected considerable, though not 
universal or exclusive or even prcdominum 
presence ol Islam. Yet, the a.s.scrtion of 
conquest did not invoke the .sexual imagery. 
The sexual imagery of the ctmqucst of alien 
territory is essciuiully a post-medieval 
construct in the Indian context. 

However, the ‘us’ and 'them' division 
did cxi.s( in medieval times much as it docs 
now. The division docs not run along the 
community lines alone; it gets extended 
into one's own community as well, and in 
the process transforms the normative 
relationship at several levels. In one hand- 


blU tif 1479 ft, iamshedpur, where' Ae 
Superimendemt of Police, a Hindu, who was 
exhorting his junior colleagues and 
constables to vigorou.sly check the rioters, 
was reviled lor being anti-Hindu, while its 
authors sought to appropriate the sympathy 
and support of lower-ranking officers and 
constables by pn>jecimg them a.s being true 
to iticir faith. Several dichotomic.s were being 
created here: in place of’ the normative 
doctrine ol discipline and obedience as the 
binding ihreud ol ihe police lorce, the lower 
ranks were being incited against (heir chief; 
(he tensions arising from the official 
suporordinaie-subordinatc status were also 
being mobilised and the handbill writers 
emerged as the champion.s \)f the down¬ 
trodden' e/.\-o-i7.v Ihe ‘elite', the higher 
aulhorilies within the hierarchy: m place of 
ihe identity ol policemen as enforcers of 
law-and-ordcf in general, Ihcir identity as 
Hindus was being highlighted and being 
pitted against the Muslim citizens even as 
they remained in the ranks ot the police 
lorce. In the process the identity ol the 
■ Hmdu.s wa.s being impaned a unitary image - 
Ihc aggressive, phallic image 

The mosi graphu arlieulaiion of this 
iransmuied phallic image comes alive in the 
public murder of iisiiully poor men ol the 
olhei communiiv in ihe piescncc ol rheir 
wives, lollowed by rape ol the wives, oltcn 
hv a gang, a hequcnl occurrence in nols. 
A variation on the same (heme is the raping 
ol Ihe women in then husbands* presence 
followed by the muider ol the menlolk.** 
Rape ilscll is translormcd here from an ugly 
mamtcsiation ol lust and sadism, hut one 
that IS kepi undci (he wraps by its perpetrator, 
inU) a polihcal statement, a weapon ot war 
against Icilow eiti/cns, an instrument of 
conquest It also gets translormcd Jrom an 
individual's dark act done under the night's 
cover or behind the blinds into one which 
in Its public munile.siation implicates the 
spectators as accompl iccs and therefore seeks 
lo c.siablish-group .solidarity ol victors even 
as It aims at demolishing (he solidarity of 
the vanquished through sheer demoralisation, 
and public demonstration of their 
helplessness m protecting their honour, 
mvesied in the wtmian’s body. Rape thus 
hccontcs an occasion torcolleclivc and public 
celebration rather than individual andpnvate 
shame. The rapist emerges as a hero. Indeed, 
the mctuphoncal link forged between the 
rapes and the demolition of the mosque at 
Ayodhya at the m.stigation of Hindu religious 
leaders, the Sadhus, lends the rapist a halo 
ol religious piety! 

Rqpc, murdcrandriotsarethcculmination 
of a whole build up of aggression which 
marks t Iw entire process of preparatK>n before 
u riot actually unfolds. If during the 1950s 
communal violence erupted m the form of 
stray cases of stabbing of some tndivklualii 
by others, from the 1970s onwards a high 
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oqairtiirailoiid ffm into 

l}alvfUtiftiti$; active or implicu collective 
lovotvement in nots Inevitably* during the 
1990s hi-tech devices like video and audio 
cassettes and car stereos arc pressed into 
service in which the sounds ot not victims, 
are simulated and played in last moving 
vehicles in locales ot intended communal 
noting What is lett behind is fantasy 
simulating reality with the object ol laying 
out the path tor reality tollowing in the 
footsteps ot fantasy There is a well 
considered double entendre embedded in 
the fantasy itself further enhanced by the 
speed ot its delivery, making the exercise 
fleeting elusive and therefore all the more 
powerful, in tune with the latest techniques 
of commercial advertising the sounds seek 
10 convey the image ot a gioup ot Hindu 
men. women and children being brutally 
attacked thus almost inviting aggression 
trom the other this would in lum bestow 
legitimacy upon rcpnsals ol the same genre 
on the Muslims with the simulated hrutaiity 
being rendered real Video cassettes on the 
other hand toe using on vast numbers ol 
people listening and responding rapiurously 
to extremely emotive speeches ol an 
ensemble ot pohlical and religious leaders 
are however shown ai Icisute The endeavour 
here IS on one hand to erase the dividing line 
between religion and politics and on the 
other to impart a sense ot margin.ihsation 
to those hesitating to join hands with the 
multitudes Marginalisation extends to a tcci 
both participation in political decision 
making as well as in religious piety one 
qviietly merging into the other Colicclivity 
ensures security against prosecution at the 
hands ol the state by socialising and 
legitimising what would otherwise he 
construed as cnmecommiiicd by individuals 
it also gives one the conviction ot being part 
ol popular (therefore democratic) pressure 
bending the will ot the slate Indeed so 
planned are the riots now with the intention 
of ensunng mass participation that rumours 
arc heard widely days at times even weeks 
before their occurrence and bt/arre cases ot 
betting on the exact date ot their eruption 
have recently been recorded “ 

POIITKAI MOBIUSAIION 

One ot the aims of the recent spurt in the 
communalisation of the Indian political 
process, whether through the movement 
centred on Ayodhya or through the staging 
of communal rims seems to be to institute 
trendy as a potent msirumcm ot political 
mobilisation It is not as it fren/y as a 
constituent ol political lunciioning was 
unknown earlier Indeed the procession ot 
events leading to the counirs's patiition in 
August 1947 witnessed a climactic display 
ot frenzy on both sides But over the next 
couple of decades contestation occurred in 
thesphereof thecconorrry and piility. between 


^hai wereeonsmied its the lefVwing ipid the 
nght^mg ideologies and platformv Since 
the partition, the first commissioning of 
Iren/y again as a mohiliscr occuned in late 
!%2. after the India-China armed clash in 
which India wiis badly mauled The target 
of this tren/y was the entire spectrum ot lett 
politics Even so thefren/y remained verbal 
little or no blood was shed at its altar 
It IS Imm the late 1980s that religious 
tren/y has been organised oh an unprece¬ 
dented scale as a siialcgic iniervcnlioii in 
shaping the Indian parliameniury politics 
in particular and Indian society in genera) 
This partly because the economic options 
had begun to shrink last with the decline 
and collapse ot socialist regimes and the 
triumph ol what in India is known as 
hhcrahsation ..nd globalisation i c 
competitive econoipy which hcean lodiaw 
all shades ot political opinions aiound a 
consensus Economy and fKilitics thus began 
to turn incrcasingl> autonomous ot each 
other Poiitical contestationheiicclonh must 
raise' other than economic issues More 
importantly perhaps religious lien/y would 
obfuscate issues ot i itionai chotee in a 
society sharply divided between the 
momcniumot modernisation and the inertia 
ot backwardness The issues ol patriarchy 
vs gender equality ot caste hieraiehy vs 
equal opportunity of a secular stale and 
society V denominational ones would ail be 
eased out hy the overaiehing preoccupation 
with religious tren/v It essentially involves 
the displacement of some solidarities with 
some others hut with an agenda all its own 
Communal handbills do not merely have 
local incidents oi local structures as their 
rcfeicnts At limes these are woven into a 
grand evil design woiked oui through 
internaiionai conspiracy threatening the vciy 
existence ol macro idcnlilics llie nation and 
the country hesfcics (he Hindu lommiinity 
and Its religion In 1982 tollowing some 
riots in the prosperous western slate of 
Maharashlia one handbill darkly anm^unced 
There is a well planned conspiracy behind 
the riots continuously occurring in ihc 
country From Morocco to Malaysia India 
IS the only country where Muslims are still 
a minority Thcrcloie constant cliorts arc 
being made to incicaso the Muslim 
population by not accepting the lamily 
planning programmes ol the government, by 
producing more children by keeping more 
than one wile and hy converting Hindus to 
Islam They are dicaming ol installing a 
Muslim govcmmcntin ihis couniry hy taking 
advantageot the democratic system in India 
They are in league w iih the Arab countries 
The loyally ol « ver\ Indian Muslim to the 
country and the i aiion thus becomes suspect, 
lor every Muslim is implicated in the grand 
conspiracy to subvert India s existing 
idcnitty Even ihi dcmcKfalic polity of India 
gets implicated in the c^mspinicy And the 


war scenario would justify any measures^ all 
taken in scif-dotencc. including the 
abandonment ot democratic institutions 

Howevee^ It IS not as if the project of 
Hinduism (or 'Hinduiva , Hindu-ness. as its 
protagonists prefer to call it but effectively 
meaning mobilisation ol the Hindu 
collectivity tor all social and political 
purposes), IS devoid ot any internal dynamic, 
or lor ih.il mailer tension All observers of 
the meicoiiL rise o\ the parhameniary front 
of this projeci the Bharatiya Janata Party, 
have noted the spre id ol us support amongst 
the lower caste Hindus The impression was 
reinforced by tht participation ot persons of 
these castes in^thc Ayodhya movement on 
a considerable scale This surprised all lor 
sicrcoiypically the HJP and its sister 
oiganisations have all been known for their 
iippci c istc Hindu ideology and the 
consequent rather narrow support base 
among them One reason pet haps ol its 
relative success with the lower castes is 
precisely the emphasis on their Hindu ness 
iranscendmg iheii caste status This allows 
them spate lor upward status mobility 
towards symbolic equality with the upper 
c*istcs Tile symbol acquires even greater 
lorcc when a demon figure the Muslims 
IS constructed as a threat to all Hindus the 
cxiernal threat becomes .i strong cementing 
bond 1 tiling up the internal cleavages Perhaps 
IS a crucial stiaugic intervention the lower 
caste Hindus were mobilised on a larger 
scale than the others lor waging communal 
riots ol Dccembei 1992 and January 1993 
Ihc (onlidence placed in them had 
trailsloimed them from lowci castes to 
tulllcdgcd Hindus* 

UNSnCdSSMI PROJK I 

But then the very pioccss of absorption 
ol Ihc lowci castes and raising ol their status 
however symbolic, within the fold ol what 
have grown up as organisations with an 
oithodox hrahmanical outlook threatens 
their cohcience There have been extensive 
comments and analyses in Ihc Indian 
newspapers and fournals about the cracking 
of the disciplined exterior the resistance to 
the induction of more than purely svinholit 
number ol persons ol lower castes ini > hose 
organisations and not Ic isi usignaiums 
defections etc etc (’Icarlv capiimng of 
political power through Ihc imcivention ot 
religious iren/y had proved e tsicr tor the 
BJP than exercising it and sh inng it among 
Its own constnucnis The subsequcni loss ol 
power through elections in the most populous 
states of India also the heartland of its 
support bases surprised no one pcrhapsnol 
even iiscll Its project ol transmuting the 
entire Hindu community into a single 
homogeneous solidanl> had backfired 

Resistance to the lonsiruction of such a 
solidarity also grew within Ihc religious 
discourse and in the iespouse ot the Muslim 
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commutiily^ Even incicleni^ of rioUng 
were inst repUeared during the December 
t992*Janu8ry 1993 weekn in vanouN parts 
of the country* news filtered through that 
at the level of localities in different regions 
(he Hindus and the Muslims were jointly 
undertaking to rebuild the temples and the 
mo^ucs destroyed in the nots in their 
neighbourhood, and that they jointly 
pledged to secure their locaJittes against 
communal violence in ihe future The 
immense power of these initiatives was 
based on their grounding in the category 
of religion ttsell, hut in opposition to the 
mobilisation of religion toi Lreaitng and 
inflating stKnal and politiml lissuies It 
was a challenge trom within the H J P's own 
terrain 

The Muslim community on the other hand 
responded to the demoliuon or the mosque 
and the nots by severely questioning its 
orthiKfox leadership and by refusing to take 
10 violence itself in response to the riots The 
perspective of the questioning was grounded 
in the realisation that the community s 
security lay not in an isotaiiomsi. sulky 
existence but in going out and joining 
hands with the secular Hindus, the vast 
majonty of the Hindu community, and 
form a shared progressive identity Many 
meetings of the Muslim imclligemsia, some 
within weeks of the runs* have been held 
in several parts of the country and invanablv 
the old guard leadership has been put on 
the detcnsive The Muslims also voted 
nwsst* in the elections to live state 
legislatures in November 1993 in which 
three BJP governments were unseated and 
a fourth managed a bare survival This was 
a clear testimony to the rcasscrtion ot 
Muslim faith in the democratic institutions 
of the country and the possibility of bringing 
about change through peacelul democraiic 
means in alliance with similarly inclined 
Hindus The reassertion gave no joy either 
to the orthodox Muslim leadership or to 
the BJP 

For* the significance of this development 
IS not limited to the Muslim community 
akme* it makes adent in the Hindutvapolitics 
too* whose survival is cntically dependent 
on the constniction of the demon image of 
a uniformiy fanatic. backwarddo<vking. 
aggressive Muslim whose ntiMm d an* is 
dk'imation of ihe Hindus 

The war scenario may or may not resuli 
in a war situation The inciiemcnt to 
communal violence may or may not lead 
to communal noting Bui what the 
onactmem of the war scenano does ts to 
simulate the situation of violence hy 
transmuting existential identities into 
potential one at sites more favourably 
located tor the tnsiigaiur of the 
transmutation, be it the Male* a political 
party or a group With its ga/e fixed at the 
locales of power 


ThepMitekggmsfeoisfhirticularty^^^ 
iniechnolcigicaUyaiulecoiifimieallyiheiiHMit 
advanced regions of India, the last spurt of 
communal violence in Decemher 1992- 
January 1993 was at its most ferocious in 
India's most highly developed regions of 
Maharashtra and Gujarat and in ciMes like 
Bombay. Surat and Vadodara* locales of 
major modern industries like textiles* 
automobiles. pcirochcnnc*)ls and diamond 
culling These arc also the industries which, 
with women as a minuscule pan ot the 
eiiiicprcneunal and manugcnal workforce 
sust.iin the image ol the aggiessive male as 
the motor ol technological and economic 
development as the chicl agent v ol economic 
prouuctiog. and therefore ot success' in 
capitalist society ‘Success* is measured on 
the scale ol penetration conquest and 
subordination ol nature s resources, 
paralleling the male sexual lant.isy about 
women 

Violence is thus stiuclurcd wiihin the 
modern capitalist ethos ol success 
irrespective ot a situation ol war it erupis 
in myriad ways, ol which the shedding iil 
blood IS ji.st otic if IIH MU>si o\erl 
manitesiati(>n Ihero ire ni*in\ i)ihois 
besides 
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REVIEWS 


East Asian Models of Development 

Nirupam B^pai 

llie East Asian Miracle: Economic Growth and Public Policy, A World Bank 
Policy Research Report,Ox1ordUnivcisiiyPress,Ncw York I993,ppxvii + 389 


THE EaM Asian Miracle (EAM) report is 
the product ol a World Bank study ot eight 
High Performing Asian Economies (HPAEs | 
These economies arc Japan, the tour 
tigers* - Hong Kong, the Rcpublicol Korea, 
Singapore, and Taman and the three Newly 
Industrialising Fconomies iNIEs) ol South 
cast Asm Indonesia Malaysia andThailand 
Statistics hear tcsliinony to the tact that Irom 
196^ to 1990 the 2^ economies ot East Asia 
grew faster than all other regions ol the 
world Of course the credit lor most ol this 
goes i<» the eight HPAEs which is what the 
EAM IS all about The HPAbs avci o;ed S S 
percent annual per capita real income growth 
during 1960 to 1990 
The eight economics siudicd in iIk LAM 
arc a highly diverse group ol economies 
They diticr Irom one amaher on s(\eial 
counts notably population naiiinl lesouice 
endownienis culiurc andeconomiL policy 
Be (hat as ii may the) luivi' (tain ominon 
charaLtciistics uhi rust and pcrtiaps Ihc 
most striking feainrc has been ihcir unique 
combination ot rapid sustained growth y\ ilh 
highly equal iiuoiul distribution Tins is 
panicularly iiue lot Jap.in Hong K»>ne 
Koica Singapore and Taiwan Second 
HPAEs have attained unusu illy rapid i xpoii 
growth Thud they have all ics{X!ctcd the 
lundamcntals ol listal prudence and 
avoidance ot overvalued exchange rates 
and linally HPAEs ha\e always laid great 
stress on nrimaiv and secondaiy educaiion 
These common chai iiiLtisiics howevet 
do noi mean ihai ihcre is single cast Asian 
nii>dcl ol development The HPAEs uscu 
vcr\ ditfcicnt combinations ol ()<)ticics 
extending irom Hong Kong s iwariy 
complete lais\e:‘lanf lo the highly 
intervcniionisi policy regimes ol Japan 
Korea and Taiwan EAM, however over- 
simplilicsihc lessons ol HPAEs* experience 
in impcmani res|)ccis by aiiempting to depict 
what are perhaps t W4>orthrcc distiiKt nuKlcIs 
ol development as one cast Asian nunJcl ol 
devdopment Nonetheless whatisccnamiy 
c'ommon lo all the models, il one were to 
exclude Hong Kong, is that the state and the 
market worked in tandem in lact the 
coexisicncc ot activist public policies and 
rapid growth in HPAEs^ particularly in Japan 
Korca^ Singapore, and Taiwan, has raised 
complex and debatable issues coiiterning 
the relatmnsinp betweem the government 
the private laicior, and the tnuiket 


CAM icxogniscsthal in moMiil the HPAEs, 
in one lorm or another, the government 
intervened sysicmattcally and through 
multiple channels However, it suggests that 
It IS very dilhcuti to establish statistical links 
biMwcofi growth and a spcCMlic intervcnlion 
and even more diflicult lo establish 
causality Disiinguishihg interventions that 
contributed lo growth Irom those that were 
harmful to growth requires one to grapple 
with methodological problems Nevertheless 
since HPAEs have had wide-ranging policy 
interventions along with rapid and sustained 
giowth one cannot hut ap)>rcciate the lact 
that government interventions resulted in 
higher and more equal growth than otherwise 
would have OLcurred Ol course asAmsden 
\ 1989) suggests iniervcntums took place in 
an unusually disLipliricd and pcrlorniancc- 
based manner This is perhaps one ol the 
icastms why other economies aitcmpirng 
similar interventions tailed EAM illustrates 
iIk* point by giving examples Irom Korea 
Malavsia and Japan showing that when 
soicciivL iiucrvcniioiis threatened inacio- 
cconoinic sliibiliiy HPAE governments 
have emisislcnilv come down on the side 
ot piuUcnt inae 10 economic management 
With tegaid lo subsidies lor example 
Indonesia sand Thailand s balanced budget 
laws and legislative procedures constrained 
the seo|X' lor additional subsidies 
LAM suggests that east Asia s success 
was based on getting the basics right This 
mcani sound macro-cionomii management 
and pursuance ol t set of common market- 
triendiv ecoiumni policies leading to both 
highei accumulation and better allocation ol 
resources Bncily put, EAM argues that 
most ol HPAFs growth has been due to 
supeiior accumulation ol physical and 
humaiuapiial by ihcsecconhniies Furtlici 
EAM also demons!rales how HPAEs have 
been belter able than most ii allocating 
physical and human resources to highly 
pioductivi invesiincnis and ul acquiring and 
mastering technology 
By mucM-cconomic stahihly EAM means 
innationundcrconirot,imcmalandcxtcrnal 
debt manageahle and the resolution of 
macro-ccHinomic crises quickly, usually 
within a year oi two. Even though HPAE 
budget deficits, on average* were as large 
as those loan J clscwlicre m the developing 
countnes, these were invariably tinanced in 
ways that avtHded excessive tncfL\i.scs m ilic 


supply ot money and the consequent nse in 
inflation It was indeed remark£ri)le on the 
part ot HPAEs to have kept inflation under 
check for a period as long as three decades 
During 1961 -91, the average rate ot infltdion 
in HPAEs was 7 5 per cent, whereas in all 
low- and middle*tncome countries the 
average rate was 61 8 per cent This, of 
course, was largely due to the 162 8 percent 
average annual rate of Latin Amenca and 
(he Caribbean With regard to external debt, 
somcot the HP AEs burrowed heavily abroad, 
notably Korea and Indonesia, but have had 
no dcbt-scrvicing problems 
EAM cmphuticaliy suggests that macro 
Stahl lily in HPAEs was in large part 
responsible lor rapid and sustained growth 
in these economies Experiences of other 
developing countries, however does not 
suggest the same India, tor example, at 
various limes, had low inflation rates and 
low growth Similarly, Brazil is a case of 
high inflation associated with high gmwth 
and so is Turkey, where growth rate from 
1981 to 1990 averaged 5 4 per cent, while 
inflation averaged 46 per cent Further, 
c veu within (he group of economies studied, 
and acknowledged by EAM, Korea’s long¬ 
term growth rate was higher than that ol 
Thailand even though the former had a 
higher average inflation rate EAM is 
perhaps correct in concluding on this issue 
that a stable macro environment in the 
HPAEs created the necessary conditions 
from where policies intended lo atlcci the 
leal economy - the supply side - could be 
launched Since HPAEs lollowed prudent 
hscal policies and were cautious with their 
lorcign borrowings, they were able to avoid 
sciious debt crises, which, in (urn, helped 
them t4> maintain high invesiment levels 
over a long period ot time Besides, in lour 
of the HPAEs that is Singapore Indonesia, 
Malaysia and Thailand macro stability 
helped them attract substantial foreign direct 
mvestment Hows (Bajpai 1992] 

Apan Irom maerti stability, the other 
important aspect, according lo EAM 
responsible for high and sustained growth 
m HPAEs was the adoption of a development 
strategy which was market- friendly As per 
ihis strategy, the government’s role, by and 
large was contincd to ensuring adequate 
investments in people, providing a 
competitive climate lorcntcrpnscs an open 
system ot international trade, and a stable 
macro-economic environment The success 
of HPAEs IS to a large extent attributable 
to the fact that the HPAE governments were 
successful in discharging their respon¬ 
sibilities HPAFs have very high levels ol 
human vapiial they are well integrated into 
(lie world ccon<»my they have very high 
levels of compctiiion among fnms, and 


Wbckly June K) 1993 


1369 




firrlilly they are macrtHeccmotnScally stable. 
Put simply. HPAE governments have done 
less in those areas where markets work, that 
is* the production sector, and have done 
more in those areas where markets cannot 
be relied upon, for instance investment in 
people. 

Another significant feature of the HPAE 
governments was the pragmatic flexthility 
with which they tried policy instruments in 
pursuit ot economic objectives. EAM 
illustrates by giving examples that 
instruments that worked were retained, 
whereas those which failed or impeded other 
policy objectives were abandoned. This 
pragmatic approach seems to he an important 
reason why policy interveniinns actually 
contributed to growth and more so in attaining 
equity objectives in these economies. Also, 
the governments o< these countries have 
been successful in developing a harmonious 
relationship between state and the private 
sector Japan. Singapore and Korea are cases 
in point. EAM discusses in detail the 
government-business relationship in each of 
these economics. In Japan, for instance, the 
government and private industry have been 
engaged in serious policy deliberations 
through deliberation councils. The point is 
well made by EAM in discussing how ihc 
Japanese Ministry of Trade and Industry 
(MITl) formulates policies m conjunciion 
with the business community. 

An important element of the growth 
.strategy in HPAEs was iheir emphasis on 
exports. Although most HPAEs began 
industrialisatibn with a protectionist 
orientation, they have, tiver time, moved 
toward increasing free trade. Hong Kong 
and Singapore arcexccpiions, which adopted 
essentially free trade early in ihcu 
development. By choice these ccoiionucs 
moved towards an cxpori-lcd growth 
strategy. The majority of them being small 
in size* the choice was perhaps natural. .Since 
theirdomestte markets were small, they began 
their search for markets outside. While Japan 
and the four tigers were able lo penetrate 
markets outside with ihcir manufactured 
exports, the NIEs tmik some time io shift 
from Ihcir resource-based exports to 
manufactured exports. Malaysia and 
Thailand wcie particularly .succcsslul in this 
transition. 

EAM studies in-depth as to how the HPAEs 
created an export push. Apart from a very 
conducive macro climate, they provided 
suitable micro-economic incentives to ihcir 
exporters in order to compete in the 
imemaclonat market. To loster development, 
and in some ca.scs the development of .spccilk 
export industries, the HPAE governments’ 
policy interventions UH>k many forms. Thc.se 
wcie: targeting and subsidising export credit 
to selected industries, establishing and 
financially supporting govemmem hunks to 
help exporters, establishing firm* and 
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industry*spcciific exptui targets; and 
developing export marketing institutions. 

HPAEs have had high .savings and 
investment rates. Broadly, this was done 
with a combination of fundamental and 
miervcntiomst policies. Government policies 
encouraged, and at times even compel fed 
increased savings through a variety of means. 
The HPAE.S, in contrast to most developing 
economic.s. have consi.stently maintained 
high rates of public and private savings. 
EAM describes each of the HPAEs' policies 
to promote savings in these economies. 
The policy interventions of the HPAE 
governments in this urea seem to have been 
j^'cry successful EAM has rightly given credit 
to such policies by acknowledging that 
govcrnmcnis in Japan, Korea. Taiwan. 
Malaysia and Singapore operated their 
financial insutiitions elTicicnily and tapped 
non-lradilional sources of financial .savings 
(postal savings systems) at relatively low 
admini.siralive co.sts. High invesimeni rates 
were achieved by the HPAEs through several 
means. .Some of these were: crcaiion ol 
inlrasiructurc that was compicmeniary to 
private inve.simcni.eiealion of an invest mem- 
fricndly environment through aciimhmalion 


of tax policies favtHiring inveximeiii; a4id of 
policies that kept the rclalt vepriccsof capttal 
gtiuds low. largely by avoiding high tariffs 
on i mported capital gcHKis. Theoutcome wax 
(hat private investment in the HPAEs 
averaged about 7 percentage poim.H of ODP. 

In conclusion, one can say that EAM is 
a well researched study wherein the World 
Bank team has attempted to grapple with 
some of the mo.st intriguing, complex, and 
controversial issues relating to the growth 
experiences of eight Bast Asian economies. 
It represents a welcome contribution to the 
ongoing debate on the role of public policy 
in the process ofeconomic development. To 
all those who are interested in development 
economics, whether students, teachers or 
pohey-makers, it should be essential reading. 
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THE caste issue occupies a ccntial |)osiiion 
in any discussion ol social transtormaiion 
in the Indian ctmicxi To a lai^c cxicmii ihe 
credit tor locusing attention on caste goes 
10 the daht movcnieni The Ualit niONcmeni 
hammered the point ihai emancipation o( 
the ex>untouchahlcs is not an isolated 
task Similarly social iianslornuiliou 
cannot ignoie the vaiioiis layeis o) caste 
discnmmaiion 

A century>long anli-casu movement and 
the 20thcentuiy dalit movement in paiiicuLir 
lorccd academia (o take noteoU astcstiuegks 
in then analyses ol social movements It is 
thus that sttuly o( tlie dalil movement md 
Ambodkar ideology have become common 
pLice m university dcpanmenisol soclokvgv 
and politic al science Houe^i'r senous 
debates on the nature and lolc ol the daht 
movement as also caste stiuggics in general 
liecjucnlly take place outside ol the tormal 
university syuilures I he present work undei 
review tails m this category it is a c ollection 
ol prcseiilalions/papers discussed ai a 
seminar organised by the Vikas Adhyayan 
Kendra a Boinbav-based voluntary orga 
msation This slim volume ccmlams papers 
hy concerned social scicniisis and activists 
who have tried to capture the complexities 
ot the daht situation today and their mipit 
cations loi the movement 

The title AiCrossioads Dalit Movement 
Todays is apt probably m moic than one 
senses As the cdiloi mentions m his miro 
ductory essay It is fKissible u» argue* 
with equal passion .ind peihaps also 
justification that significant advances have 
been made ind that the conJition ol the 
dalits remains the* same as n alwavs w is 
(p vii) Thus loi a panicipan» within the 
movement, the |oumc\ so lai has hioughi 
him to the crossroads In terms ol issues 
to be taken up, thcconstHiiciicv to be ciilii 
vated, in terms of the tdcologn al emphases 
and goals before ihc movenieni ihe dalii 
movement tmds itself at »hc ciossniads 
And the choices to be made aic exircim*lv 
difficult Here is a niovcineni which has a 
leadership that has always lold ihe lollowcis 
that issues arc simple choices clcai I bus 
lor instance, a section of daht Iciidoiship 
leads us to believe that Amhcclkai has said 
the last word and not even ati mierpieiaiion 
of Ambedkar is required Or take, tor 
instance, the fondly cultivated bcliei iliat 
Ambedkar treated Marxism as Enemy No I 
This recently prompted a ‘pure Ambcdkat ite 
to discard some ol the commcniaiors on 
Ambedkar suminanly on grounds ol their 
alleged Marxist inclinations Surely, a 
movement that has produced such fieice 
emotional evocations will have to Mkc a 


hard liKik at itself before it can make lurthei 
contiihulion to the issues ol social 

II ansi Of mat ion 

Ghanshyam Shah’s essay Politic sol Dalit 
Movement Prom Dneci Action to Pressure 
Group ^ succinctly outlines many issues on 
which a critical appro.ich should be adopted 
f o begin witli he nukes a pointed rclereiicc 
to the hotlowm ss that h is I uel> crept into 
the daht move me 111 Against the haekeiound 
of snuggles org inised md [lUshcd h> 
Amhedkai ‘u suegesis iliai the daht 
movement h IS ^ idii lilv I iiled in collective 
mobihs ition PiOii*sis arc usinetcd to 
peiioilKal piihh sialcmenl »vr keishtivc 
outbursts or ihceli i | uhlieilv and signaluie 
campaigns eti tp 17) As i et»uiHcr|>oiiU 
to this assessment hv (ilunsliyani Sfuih two 
eomiibuiorssiu 'esithevivaiit\ indsirciieth 
ot tliedalil mo'cineni Kanch t Hi ti ih < Ihe 
ChundurCaifUL'e Ihe SliugL’Ieol Dahls ) 
liar rates the stnigelc (I Wl) ol the dahis ol 
riiundui vilh^c m Andhii l*i idesh flu 
laei that daliis oi this villic'e louehl hack 
the dc stems ol llie uppci e isu s IS seen bv 
Iliai ih as .1 pomtei ihe evisieruc of a 
militant d ill? mo\I tiK ni m (he si.iii Ik even 
goes on to suiiL'est ihit Ihi ( liiindui el this 
had the skill ind lotLsiL!hl icqiiiieel lor 
waiding oil the ( oiigiiss md FDP Horn 
taking politic ?l lelv ml igt ol the situ ition 
cp 102) llovMVLi this lem.nns misoliieil 
and Uk ilisee) siiti 'eie which w is ucithei a 
p lit ol a slate wide movement iioi a cal iKst 

III sh ipme the move meni hue? In this sense 
(ihanshvam Sit ihisiieht inhiseriticismthat 
sustained oie inisaiionii leiivriv his 
declined D \ M me i Dalit Movement m 
Kar'Uiak i )h tsdisc ussedthe Daht Saiih.irsh 
S mm? tDSS) v)l Katiiiitika Mane is vciy 
skeichvinliisiie umentolthcDSS A detailed 
sUidv ol the ideologv and acliviiv ot DSS 
could have enileheel Ihe pieseni woik f lom 
the hnef discussion ol DSS it emciges ilui 
DSS did lake up manv issues but it laekc'cl 
the oigains iOon tl skill icquiied tor 
coniMuimg the siiuegles Ihe case ol DSS 
luilhei illusii lies molfier issue highlighted 
by Ciliansbv mi shah 

What slumki he the rclaiionsliip ol the 
daht movement with electoi il iHihtics^ As 
an actor ir the political spfieic the daht 
movement jiir.uls the attention cvf political 
parties Besides through its own aciiviiies 
the imivomcni builds a political c onstituenc v 
and power base Also, iheie is alwavs the 
lurcol Ambcdk.ii sinessagcexhortingUalits 
to become a i ihng caste However, there is 
a tension between being in the torcliont ol 
anu-cstahhshincru struggles and being a 
paiiicipant in elecloral polities As Mane 
poifitsoui, DSS siadccl h> dubbing all panics 


as anti^daln but extended support to Janata 
Party Internal dissension within DSS alao 
centred on the issue ot participation in 
clecioral politics tpp 112*13) Shamaram 
Panderc (‘F^iiicins ol Dahl Mthlancy*) loo 
Clitic ISOS the Repuhlicdfi movement for 
>iimng hands wnth the Congress” (p 72) 
and brings out the dilemma ot joining 
electoral politics He says that in the 
sciaiiible lor power aggressive militancy of 
the Pandiei s was Icisi (p 77) Yet the dalil 
movement c innot simply ignore' electoraJ 
politic > Wink siruggle for social change 
has u> shape along agitational lines, electoral 
politics c.m c leatc a tavouiahic background 
lor agitations llieielorc many non-party* 
loi malions ol the late l%()s and early 1970s 
h iveicLoiisideicd their position m the recent 
ji.isi riic daht movement too has to come 
tote tins w iihihisiealiiy But electoral politics 
poses I danger as (jhanshyam bhah notes 
p.ulianicntaiv pohlii s opens new avenues 
lo? ptdilu il power A section ol daht 
k adc I shipoc c upics politic al ol t tecs through 
winch sonic action aeamst discrimination 
can be I ikcii Bui the electoral game tends 
to divide Ihe dalil elites (pp IS-19) The 
splmicrmg ol the Republic an Party is a gcwid 
cxampleol this Moreover electoral politics 
also meins division oi ci.iiit masses along 
piitv lines Sucluhvisions imong elites and 
in.tsses cut It the loot ol a unified dalit 
movement Perh ips a siiong mohilisaiional 
base and icleolomcai gioundmg alone will 
stvc d lilt umiv In oilier words the dalit 
noverncni will have to strengthen its 
igitationa! chaiactei in older to sustain (he 
mam onslaughts ol c'lccloral politics 
ShamaiamPandeie sessavmlac tconstantly 
hints iitius iwo-piongcd siraiegv whichtan 
vusurc some advances tor the dalit masses 
In the ibsciuc cd the agitational aspect, 
fiowcvLi ckiioral fioliiic sc an spell disaster 
loi dalil movement 

The absence ol a strong agitational 
dimension seems to have produced yet 
aiioiner trend that worries sympathisers of 
the dalil movement This trend is two-fold 
a Hnuiuisi misappropriation ot Ambedkar 
and mcmpistocommunaliselhedalilmass»es 
Pciidsc m.ikes mention ot this factor in his 
cdiional liuioduction (p vii and p xi) Guru 
also discusses Hiiuluisalion* of daht mases 
( Daht Movement in Mainstream Sociology’ 
p 24) Ihe present volume also includes 
Nahni Pandit’s presentation made bctorc the 
C'lii/en s (iihunal on Ayodhya established 
m the alermath <>! the tncuicnts tollowing 
the ctemuhlion ot the Bahn maspd (‘Dalits 
and Hindu Cumnninahsm ) Nalini Pandit 
lakes note ot rcccni ailcinpis by (he Sangh 
panvai io claim that leachmgs of Savaikar 
and Amhedkai arc similar She goes on to 
enneede ihc limilalions of Ambedkar\ 
assessmeni of Islam and Indian Muslims Al 
the same imic Nahm Pandit has shown that 
Ambedkai was strongly against any notion 
ot Hindu Raj and as such his ideas cannot 
he similar lo those of Savarkar (pp 63-64) 
In fad the Sangh parivai through 
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*$timarftsata Manch' has conMSicntly 
attempted to ponray Ambedkar as pn > Hindu 
amt anti-Muslim Thus, while eulogising: 
Ambedkar with an eye lo daht support, the 
Sangh panvar has totally distorted 
Aml^kar* s wntings Books, pamphlets and 
maga/incs have hecn published comparing 
Ambedkar with Savarkar, Hedgewar etc 
This Hinduisation ol Ambedkar has made 
Ambedkar palatable to the upficr caste RSS 
following ‘ On the other hand through 
j^lonhcution ol Amhedkur, BJR has gamed 
some ucceptabtlity among the daht inasscs 
As Pandit has noted in some areas id 
Bombay, dalits pariicipaicd in the anti- 
Muslim riots She has also mentioned BJP s 
and Shi vSena's ef Ions lodisiance the malang 
and ehamhhar commuinttcs Irom ihe daht 
movement For instance one maiang Ic,idci 
actively organised a 'Hindu Dala* conlcrencv. 
<P 65) 

While It IS true that Sangh intellcctuaU 
have tried to appropnair Ambedkar tw<» 
points need mention firstly among 
Ambedkarite intellectuals thetc is m 
unpreparedness to ciititally appieciaie 
Ambedkar As we noted abo\e pure 
Ambedkarism* mcansthai every \soiil ulteied 
by Ambedkar must bo true and comet I Ins 
'pure Ambedkarism gives wav u> llmduisi 
appropnationot Amhedk ir Secondl\ tpari 
from this intollcctiial haiikrupUv of 
Ambedkantes thcilaltt moxement nscll is 
lo blame lor allowing ilu inissts lo di It 
towards the Sangh paiivai Altur liu 
disintegration ol the Halit Pantnei (he d un 
movement in Maliarashira has becon i 
thing of the past Without goals without 
organisation without idooU^gic t mohi 
Itsation. the daht movement transforniLd 
Uvelf into shrill tclehraiions ol Amhcdkai 
Jayunti and localised viduntaiist etufitions 
ot protests bv helpless dalils In Uk absence 
of a strong movement ti) bind tin masses 
other political lorccs wcie hound u» i ajilure 
the dalits either us electoral v<ue hanks m 
us‘'cannon ioddennthc pursuit ol cintiinimal 
politics" as Sandeep Pendse has rightly 
observed (p xi) The Hnidiiisation ol 
Ambedkar and communalisation iil sec (ions 
of dalits graphically bring to the loie the 
dilemmas facing the daht movement 

The crises fat mg the daht movcmcni leads 
ustothcquestionol ideological perspectives 
In the early phase ol the daht movement 
much sociological understanding ol the 
movemenl wasconhned to what Gopal (jiiru 
calls the ‘liberal view' The daht movcmcni 
wus seen as a protest movement usually 
Ignoring the radical potential ot the 
movement Guru has shown that the 
Hociologtcal fraternity has generally linked 
up the daht movement with relative 
deprivation theory Evidently, Gum isuncasy 
about the reiattve deprivation framework 
Firstly, this IraineMnnl leads to the neglect 
ol fHHential tor irunslormaiion available 
among the daht musses .Secondly Cjuiu 
argues that in \\\c case ol the ttiral tlahls 
there IS no question ol reLitive deiaivamm 


since they aie totally alienated lilts siiuuiMin 
makes the relative deprivation immcwork 
nupplicahic ipp 24-25) Guru nas turther 
laultcd this framework because it does not 
icquirc a scholar u> lake note t>i the rote nl 
Ihe stale However, as he himscll menhoiis 
scholars like Oitmmcn have taken note ol 
the repressive role of the siaic wv-o-uv 
movement i»f weaket sections (p 2K) Also 
Guru’s discussion ol role id the stale is 
somewhat tonlusing because lie lends ii» 
bl mic every lailuic ol the daht movement 
on the slate Besides he coniradtcis himscll 
when on ihc one hand he aigucs that rural 
da h (s are absohiiei y depri ved (pp 24-2 5 1 and 
on the other hand claims ihai it was 
politically iinperative on the part ot the 
Indian st itc lu nuiturL (he leelingot relative 
Jepnv ation among (Ik ualits (p2q) Then 
why should I'lete he tnial alien uion ot lutai 
dalits^ Gufii s aigument thii the growing 
tisis ol Indian well ire stale is likely to 
reiuJei their jiuiwoik ot rcl uive dcptiv i(K>n 
less rclov ini is also iipeii to dcbiu The 
crisis ot Ihc wcllaie si ue, on the conir iry 
Is likely lociii oil ihc contM>llcddisirtbiition 
ol icsouiccs eenei.iiing a sense ol rclalivc 
depiivation Ihc piiuli will be felt the most 
in the co’Ul XI i)l lescrv iiums in c inplo> meni 
lloidcs ol (due itccl dahi souths seekinj 
empU N me It will K unnedaA iv hec luseol 
Ihe shrmkmi! of public slcU)i lohs (uiru 
seems lo i we niissed this pomi Gum Ins 
llsn tonPised llU ll imcWiMk ill lotltive 
depi \ il o I lid Hu teehne ot rcl him 
dcfMivmuii aiiioiiv d lilts (hn is whv he 
nl mic ^the IraiiH woikoi rclativi ikpiiv iiion 
lor denyme dalits an cniaitcipnoty eon 
sciousncs^ \el Ins anilNsis ol mlt.idihl 
iivalMesandlhi ic ilc uisc^ loi h^ickw.irdness 
ol m ilangs is pemptive Ciuru ilso rightly 
spcciliLs tiu ptohkm lacing the dilil 
moveiiiuii li ilu movemuii is huill upon 
teehrigMitCeoiiv uioi> thenuigetormohihty 
uid indiv dll ilisti eonsc iousikss tend to 
undermine the radical potcnii il ol the 
movement In this context it hcLonics the 
responsihihly ol uiivisis and intellectuals 
iissotiated with tile inovcinent to link a sense 
ol dcprivaiion to a hioadi.r em iiieip m^rv 
petspeclive With even a timiteo m.o|K' lot 
mohihiv laiecr pursiiiisarehoundio weiuh 
heavilv U|n>ii dahts This would rcqimc a 
stronger ideological mobilisation which c in 
cnsuic the support ol ilur caicvi seanheis 
in the mass siruggles Guru s eiiheal 
dialogue with inamslicam sociology el 
leclively bungs out tins complexity ol the 
daht question 

Valerian Kodngucs (Viewing Halit 
Movement C'ontcnding Perspectives ) has 
summarised the dtllercnt theoretical 
perspectives ofKTating withiil the discourse 
id dulit emancipation He classilies these 
nitii lour giou|>s peispeclivc ot trans- 
lormism parin ipatiirv iHTSpcxtive revivalist 
peispeclivc and class caste perspective 
While aceopting the possibility that each id 
these may have something to contribute to 
theqiK'stion o\ dahi emanc trcutitn KiKlnguci^ 


c^uiveyc an impreioiiofi diot he ^av«mr^ the 
eonstniction of a broad tbeorefical frame¬ 
work encompaxHiug the class-caxte 
perspective under the initiative of the 
participatory perspective Undeniably, 
dihcour^cot daht emancipation hasioheavily 
rely upon the participatory perspective 
developed by Ambedkar Rodrigues has 
summarised the evolution ot Ambedkar*s 
ideas and strategies in response to the colonial 
reality and m response to caste Hindu 
insensitivity (pp 4I-4H \s Rodrigues 
suggests Amhedkar’s perspective is nor 
without Its share of limitations (pp 44-45) 
It may be said that Amncdkar himscll was 
constantly aware or the limitations ot 
liberalism ind liberal democracy He must 
alsohavL been awaicid thecontingent nature 
ot his political positions This leads him to 
the c ritiqiic ot liberalism and a statist variant 
ol siicialism Ambedkar tries to overcome 
many ot these limitations through his 
upholding ol Dhamina 
Rodrigues points out that da'iis can evolve 
a ciinimon nation il identity if inira-dalit 
tasie cleavages arc resi>t\ed Such a dalii 
idcMililv will be t»n giounds i>l social and 
economic iippression (p4K) This implies 
that evolution ol non-caste daht ideniilv 
would lead to the constitution iil a caste 
lI iss hloc Apt Roy i^Thc Nature ol Daht 
(Question Today ) has also argued that daht 
situation should be viewed as a class caste 
situation Such ♦oimulalions have the 
potential to visualise a broad alliance between 
d lilts and OBCs In lacv mariv coninbuiors 
li) this volume mention the possibility ol a 
daht OBC joint movement An alliance 
heiwocn iheso i wo sec lions will have a major 
advantage in (h it it will save the movement 
Irom being casie spccilic 
The dahi movcmcni has historically 
icpresented noi iinly the cause ot dalits but 
the emancipaiory urge in our si)cieiy This 
hisioiical Icgacv seems to tv clouded by 
ihrcvl.iciors Firstly isolation Iragmenialion 
and ideological waywardness ot the 
movement Secondly growing strength ol 
communal Hinduism And thirdly 
emcigence oi the post Manmohan Singh 
siicial sirucune which has driven the daht 
qtiisiion out ol the margins ol social 
consciousness To lacc these challenges 
ime has to criticallv evaluate all aspects ot 
the dalil movement The volume under review 
lias made an attempt in this direction 

Notes 

1 For details ill the up|)ii>pnation ot Ainhedkar 
hy the Sangh purivar see Suhas Palditkor Dr 
Ainhcdkaianchya HtmlMkaranachi Chikttsa* 
< Marathi An Analysis ot the Hindoi$anon of 
l)i Ainhedkar ), Dr Ambedkar Academy 
Salaia 1994 Also Gopal Guru. Hindunaition 
ol Ainhedkar in Muharaxthra FPW February 
16 1991 pp XX9 41 

2 Suhas PaUhikar Seuah for Community Front 
Liberulisiii to Dhuuimu* Occasional paper 
No 2 Department of Poliiics and P^ic 
Administratum Universii^f ot Piaoiia Fune 
pm 
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SPECIAL AICnCLES 


EcoiKHiiic Refomis and Poverty 

Surcsh D Tendulkar 
LRJain 

In the context of the on^toini^ debate in India about the possible impact of the economic reforms since July 1991 
on poverty, this paper provides the available evidence from the National Sample Surveys conducted during 1991 (July- 
December) and 1992 (January^Decemberl Contraty to the a priori expectations, there was a sharp increase in rural 
poverty whereas only a moderate rise took place in urban poverty. Based on the examination of the factors governing 
rural and urban poverty and the supplementary empirical evidence, the paper reaches the conclusion that the economic 
reforms-related decisions contributed indirectly rather than being the only or the major cause of the sharp acceleration 
of rural poverty during the period under consideration. 


THERE has been considerable Jcbaie in 
India since the initiation ot economic 
reforms in July 1991 about ilicir possible 
impact on the poor. The empirical ba.se lor 
calculating the various poverty measures 
comes from the household consumer 
expenditure suijveys conducted by the 
National Sample Survey (NSS) Organisation. 
The latest available tabulations for the post- 
reform period relate to the 47th round 
coverings the six-month period July- 
Dccembcr 1991 (hercaticr referred as 1991 
for brevity) and the 48th lound covering the 
calendar year 1992. 

Poverty Measures 

In this article, we propo.se to present three 
measures of poverty belonging to the Foster- 
Grccr-Thorebccke class.' Thc.se measures 
capture three different dimensions ot 
poverty, namely, (1) (he headcount ratio 
(HCR) which indicates (he proportion of the 
population below ihe poverty line in terms 
of a given norm. This is the most widely 
used measure in India. (2) the poverty-gap- 
index (PGI) which indicates the ratio ot the 
aggregate poverty gap of all poor households 
to the minimum normative aggregate 
expenditure for the entire (poor us well as 
non-poor) population (poverty line 
multiplied by the total population). This is 
described as the depth measure of poverty. 
The reasoning is us lollows. It you have two 
situations with the same population and the 
same headcount ratio, the one with u higher 
value of PGI has a larger number of poor 
who are further away from the poverty line 
than the other. (3) FGT* which has as its 
components, the headcount ratio, the 
(squared) poveity-gap-ratio and the relative 
inequality amongst the poor as measured by 
the squar^ coefficient of variation. Because 
of its dislnlMitionat sensitivity and because 
it incorporates HCR and a variant ol PGI, 
this is regarded a comprehensive mca.sure 
that is talo^ tocapture the seventy ot poverty. 

There are widely known inherent and 
irreducible elements of arbitrariness m 
specifying the poveny line that is expected 
to capture the minimum living stiindard (in 


terms ol per capita total consumer 
expenditure at the household level) .separating 
the poor from the non-poor. For this reason, 
wc use two alicrnati vc poverty lines, namely, 
(a) the official poverty line used by the 
Planning Conurv ssion. and (b) an allctnuti vc 
(lower) poveiiy line used widely by 
re.scarchcrs. (For specific IcvcI.s of poverty 
lines, .see notes to Tabic I.) We refer to 
mca.sures based on (a) as simply ‘poverty’ 
and ihoJic based on (b) as rellccung ‘lower- 
end poverty’. 

Table I presents the three poverty measures 
based on two alternative poverty lines, 
separately lor the rural and the urban 
population, lor the two post-reform rounds 
(lines II and 12) along with comparable 
measures going back to 1970-71 to provide 
a perspective. Table I also provides 
supplementary information for inlerprciing 
the poverty measures. 

Poverty. Pre-Rekirm Plriod 

The following salient points emerging 
IromTablc 1 and .supplemented by findings 
from our earlier works, lor the prc-relorm 
period, arc worth noting. 

(1) Rural |X)vcrty, in all its dimensions and 
for both poverty lines, shows a slow decline 
in the 1970s and a much faster decline in 
the 1980s till 1990-91. Higher and nruirc 
stable trend rate ot agricultural growth in the 
I9g0s than in the 1970s was mainly 
responsible for this outcome. In the 1980s, 
this was supplemented in years of dip in 
agricultural output by public action in the 
form of drought-relief works and depiction 
of public stocks to meet the demands of the 
predominantly urban and universal public 
distribution system. 

(2) Urban poverty in all its dimensions 
and lor both the poverty linc.s. indicated an 
increase between 1970-71 and 1973-74 
before showing a steady but a much slower 
(than rural) decline between 1977-78 and 
1986-Ht. Alter remaining virtually 
unchanged during 1986-87 and 1988-89, it 
declined sharply in 1989^90 and remained 
at that level in 1990-91. This can again be 
attributed to a faster and more stable rate of 


general economic growth us well as that of 
the nun-agricultural sectors in particular over 
the 1980s in comparison with the 1970s. 
Unlike lor the rural population, there had 
been no major target group-oriented direct 
anti-poverty programmes for the urban 
population during the entire period. 
Agricultural harvest conditions had an 
indirect impact on urban poverty via their 
effect on the universally applicable urban 
public distribution system and the impact ot 
government operations on the open market 
price. 

(3) From our earlier studies, wc find that 
rural poverty in a given year is governed 
mainly by the work opportunities generated 
by the contemporary agricultural harvest 
situation on the one hand and on the supply 
and the market prices of foodgrains on the. 
othci. Both the supply of grains and (heir 
retail prices are affect^ by the government 
operations in the market for foodgrains via 
prcK'urcmcni and issue prices and the resulting 
changes in procurement, offtake from public 
distribution system and the consequent 
changes in the public .stocks of foodgrains 
mainly ncc and wheal. These operations 
have their impact on the rural retail prices 
of grains and hence on the rural poor who 
arc net buyers ol grains 

(4) As regard.s urban poverty, we take it 
to be concentrated predominantly in the 
unorganised urban informal sector 
characterised usually by mostly petty 
service activities. Of late, however, labour 
market rigidities in the urban organised 
commodity producing sector have resulted 
in a favourable spill over effect on the 
unorganised commodity producing sector. 
In a situation of expanding demand, Ihe 
organised sector is said to preter suh- 
contrucling ot production to the unorganised 
sector to expanding direct employment m 
the organised .sector. Expansion of demand 
has taken place us a result of doubling ot 
the growth Vaic ot real per capita GDP in 
the 1980s in comparison wiih the 1970s. A 
rise in the general economic growth rate 
would have a tavourable effect on other 
unorganised activities as well. 
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(S) We may also memicm one imcrcKiing 
rural-urKan link that bccumc apparent during 
the drought year of I987-8X. In this ycai. 
(he public dislribulion system wUvS served 
more by depleting public stocks ofloodgr.iins 
than by procurement. This mechanism 
prevented the sucking of grains trom the 
rural to the urban areas which normally ttnik 
place in a year ot agricullural dip because 
of the higher purchasing ixiwcr in the urban 
areas. In the absence ol this mechanism, 
rural pricc.s would have been higher than 
they were and this tactoi would have 
neutralised the positive impact ot income 
generation through drought relict works. 
This, in our view, was the mam reason lor 
a decline in rural {Xivcny in 1987-88 even 
in comparison with the normal agricultural 
year of 1983. Consequently, 1987-88 
represents a sharp departure (rom the 
regularity noted by M S Ahitiwalia lor the 
period from 1956-57 to I97.V74 that rural 
poverty tended to worsen in years ot dips 
in agricultural harvests. The point is that 
public action in itic form of employment 
gencfulion makes a greater impact in 
alleviating poverty when it is combined with 
moderate increases in rural retail prices ot 
cereals. Stated this way. this sounds a truism 
but It was never explicitly recognised 

Povi-kFv: P(>si-Ri:i()km Pi:RU)I) 

Wc may now turn to the po.st-rclonn jxiriod. 
On a prion grounds, given the very close 
links of pubiic expcnditut es and governincnt 
policies with the organised sector, the drastic 
fiscal contraction with import 

comprc.ssion in the fiscal years 1991 -9? and 
1992-93 (broadly covering the periods ol 
the two latest NS8 rounds) would have 
adversely affected primarily the urban 
organised sector with second-order impact 
on the urban informal sector and weaker 
effect on the rural sector. It is also im{)ortant 
to emphasise that the fiscal compression 
takes time to come into efteci. Hence, it 
would have been too early to expect an 
impact of the economic rclonn-rclatcd 
actions orthcgovernment on poverty during 
ific second half of 1991 and thereafter one 
would hbve expected the urban poverty to 
increase more sharply than rural poverty. 
Wcohserve, however, that the urban poverty 
remained virtually unchanged in 1991 and 
increased somewhat m 1992, whereas a 
very sharp deterioration look place in rural 
poverty in both the periods (Tabic I). In 
other words, a slowdown in non-agnculiural 
economic activity resulting from fiscal 
contraction and import compression only 
marginally affected urban poverty situation 
in 1991 and 1992. 

Compared to 1990-91, indicators ol rural 
poverty Wirt) respect to both the poverty 
lines incTca.sed between 10 and 18 per cent 
in 1991, and further, on top of this and more 
steeply between 14 and43 percent by 1992. 


Even more disturbing is the sharper 
worsening of the (owcr.-cnd ptsverly in 1992 
with reference to a lower poverty line than 
that cxjfrcsiHinding to the ulficial poverty 
line. Moreover, the extent of worsening of 
rural poverty is the highest hir the .severitv 
measure, somewhat less torthcdepth measure 
and the lea.st lor the crude headcount ratio 
measure ol poverty. 

At the all-India level, using the consumer 
price index tor agricullural labourers 
(CPIAL) as lapproximaie) price ilcllaior.' 
the lea) average per capita total ex|)cndiiure 
(real AKTE) lor the rural population 
remained virtually stagnant in 1991 at the 
level of 1990-91 and declined sharply by 5.5 
per cent per annum in 1992 over I99()-9I. 
Table 1 (column (3)| also indicates that the 
relative inequality (as ineasuied by the Gmi 
coefficient) also increased in 1991 as well 
as in 1992 compared to that in 1990-91. In 
othcrwords.iheacceniuaiionol rural poverty 
in 1991 and 1992 due to a sharp reduction 
in leal AK^H; was tuilher rcmlorced by a 

Tabu I 


rise in i^aitivc imsi^uaKty at fhe'k iweMrtid 

of the si/e distribution of PCTE/ 

Which were (he states atTected by the 
increase in rural poverty? The .small size 
of the .sample in the surveys conducted in 
1991 and 1992 makes it hazardous to work 
<»ui the poverty indicators at the stale level. 
We. therefore, adopt an indirect approach. 
Our previous work suggests that a change 
in all the poverty measures between two 
timc-points is intluenced primarily by the 
change in real APCTE with the second order 
el feet emanating from the change in relative 
inequahly around APCTE, Using CPIAL as 
an (approximate) dellator tor APCTE, we 
worked out the average annual change in 
real APCTE between 1991 (July to 
December) and 1990-91 (Juiy-June) and 
between 1992 (January-December) and 
agriculturally normal year 1990-91 (as one 
alternative) and between 1992 and the earlier 
drought year 1987-88 (as another alternative). 
The results (not reported to conserve space) 
indicate that rural areas in Andhra Pradesh, 


Povi Ki> Indii aioks M)k 12 Yi AKS IMOM 1970-71 K) 1992, Basidon Two Ai iiRNATivr. 
PoviKn Lims-Am India Rurai and Urban 


s\ 

NSS 

Gini 



Poverty Indicalors 



No 

Survey 

Period 

(ak:IIi- 

cicni 

NCR. 

HCK. 

PCI. 

PCI 

FCT* 

FGT? 

(h 

(2) 

(M 

(4) 

(S) 

(6) 

(7) 

i8) 

(9) 


Rural 


1 

1970-71 

0.287% 

S7 ^.7 

45 29 

1757 

1248 

07(1 

0481 

2 V 

1972-73 

0.30.SI4 

57 21 

45 90 

1793 

1281 

0754 

0501 

3 

1973-74 

0.281 VO 

56 17 

44..S() 

1675 

1163 

0672 

0450 

4 

1977-78 

0..3I23S 

54 47 

43 06 

.IftSV 

d|73 

0688 

.0452 

s 

1983 

iiMms 

49.02 

37 54 

.1386 

0944 

0545 

0345 

6 

im-x? 

0..V)1V1 

45 21 

34.04 

.1221 

.OHIO 

.0460 

0281 

7 

IWT-XK 

0 30IS2 

44.88 

32.44 

.1126 

.0714 

0404 

0258 

8 

1988-89 

0.29522 

42 23 

2V V7 

1020 

0631 

03.54 

0203 

9 

l9«9-9() 

0.28239 

37 94 

25 90 

.0880 

.0529 

0295 

0164 

to 

1990-91 

0.2772^ 

^6 55 

25.20 

0881 

.0547 

.0303 

.0172 

11 

1991 

0 31096 

42 06 

29 88 

1002 

.0612 

0339 

.0189 

12 

1992 

0 29780 

48 07 

35 88 

Urban 

1259 

0816 

0458 

.0271 

1 

1970-71 

0 34S60 

45 89 

37.06 

.1.339 

0961 

.0532 

.0353 

2 

i 972-7 ( 

0.345.38 

47(H) 

37.69 

1357 

0963 

0532 

.0349 

3 

197.3-74 

0.3)688 

49.20 

39.33 

1388 

0975 

.0531 

0342 

4 

1977-78 

0.3.3781 

42.98 

33,59 

1216 

.0860 

0481 

.0320 

S 

1983 

0.33.360 

38 33 

28.77 

.0995 

0674 

.0366 

.0231 

6 

1986-87 

0 3S606 

35 39 

27 24. 

.0948 

0651 

0354 

.0225 

7 

1987-88 

0.35586 

^6.52 

27 23 

.0934 

0626 

,0338 

.0211 

K 

1988-89 

0.35625 

36 98 

^7 91 

.0961 

0649 

0.349 

.0217 

9 

1989-90 

0 35601 

32 41 

23 97 

0803 

,0529 

.0284 

.0172 

10 

1990-91 

0..340I.5 

32,43 

23.67 ‘ 

..0803 

.0529 

.0288 

,0179 

11 

1991 

0..35()«7 

i2.02 

23,42 

.(HQO 

.0523 

0284 

.0176 

12 

1992 

0.3.5550 

33.87 

25.13 

0843 

.0556 

0297 

.0181 


Notey, (t) Poverty indicaior marked with subscript I refers to its being based on Planning Commis¬ 
sion alt-India poverty Itnc of monthly per capita total expenditure (MPCTE) 6f Rs 49.99 
(rural) and Rs 56,64 (urban) at 1973-74 prices. 

(2) Poverty indicator marked with .subsenpt 2 refers to its being based on AIttmative all-India 
poverty line of MPCTE of Ks 15 (rural) and Rs 18(urbaji)m 1960-6f prices- 

(3) The poverty lines ore adjusted for price changes using the consumer pnoe index (CPf) 
tor the middle range (MR) of the rural and urban population calculated from detailed 
data for the period tVoiu 1970-71 to I9HK-89. For later years, the rate of growth (with 
l98H-89s:l(K)) in CPI for ogncultunil labourers (rural) and for industrial workers (urban) 
lias been applied loCPIMR (rural) and CPIMR (urban) to work out the price-adjustment 
faeiors. respectively 
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A$sm. fiilttir. and 

are the ihai^^r s^taic^ that 
experie nced redscmably sharp reduction in 
real APCTE Our inference is that these aa' 
the states where rural povcity would have 
increased sharply in (he piisi-rctortn period 

PROXIMAH FaC lORS 

What are the tactors contributing to this 
significant increase ol rural poverty' 
Following from our earlier discussion wc 
have to lodk for the clues in the agricultural 
performance, the prices of cereals as 
influenced by government iniervcniion in 
the market for foodgrains and direct anti¬ 
poverty programmes Tables 2 and presciH 
the relevant data whic h in combination with 
supplementary mtormation and economic 
reasoning suggest the lollnwing major 
points 

(1) There was a dip ot 2 S poi i cm in ihe 
index ol agricultural pioduction loi all 
commodities in 1991 -92 twer 1990-91 This 
was mainly due to a larger decline ot 4 2 
per cent in the output ot hnidgrains with 
much steeper reduction being registered bv 
coarse cereals and pulses while production 
ot nee remained vniually siagnani It is 
useful to underline the I act that many or the 
stales idenlilicd above lor fxissiblc sharp 
increases in rural poverty are the majoi 
producers and consumers ol these grains 
The recovery in 1992 9*^ was modest in 
relation to the pre-rclorm year 1990 91 
(Table 2) Notice that the National Sample 
Survey periods 1991 and 1992 could be 
more closely approximated by kharil and 
rabi production estimates sepaiaicly 
However the indices ot agricultural 
production arc not available by khant-rabi 
breakdown We therefore also examined 
the khanf-rabi breakdown ot production 
directly available only lor tcHKlgrains bin 
not lor non-foodgrain crops This however 
IS not restrictive for the present purptisc lor 
two reasons One as noted .ibovc the dip 
in the harvest was confined to 10 i>dgrains 
Second* rural poverty is moic directly 
affected by the foodgrains harvest because 
it IS the m^jor source ot both cmploymoni 
and ot the supply ot the basic ncccssuv 
consumed by the pcHir Under ihisuliernaiive, 
the foodgrains harvest situation over the 
NSS periods of 1991 and 1992 was below 
the norma) The kharil harvest ol 1991-92 
(ot91 6 million tonnes) falling m the second 
halfof 1991 cxpcncnceda lOpercemdccImc 
over the previous khan I harvest The 
following rabi iieasoniHJtput (ol 76 K million 
tonnes) in the first hal 1 ot 1992 also remained 
stagnant compared to the preceding rabi 
harvest The kharif harvest of 1992-9'^ 
(falling in the second half ot 1992) onl/ 
restoced the dip expcnenced in the previous 
yeitf These harvest conditions adversely 
atteiited the income generation especially ot 
the agnculturaUlabour dependent poor 


htuiiidiords in 1991 (2nd hatO and m 1992 
apart from causing shortfalls in market arrivals 
(2) The adverse supph .mpaci ( the 
hclow-norma) harvests was furilici 
accentuated by a steqp hike in the open 
market prices ol wheat and rice that was 
caused by (a) the holding hack ut slocks by 
laimcrs in expectation ol a hike in 
procurcmciii prices and (b) direct puichases 
by private iiaders and reduced maikct 
arrivals in wheat procuring slates (At ononiu 
Sune\ 1991 92 p 55 and 1992-95 p9l) 
The expectation ol a rise in procurement 
price was tuellcd by the tact that toilowiiig 
the devaluation of the Rupee iii the mid- 
1991 the export parity border puces ol rice 
and wheal weic .iboui double the domestic 
prices Consequently throughout 1992 the 
public stocks ol foodgrains were consistently 
lower than Itu minimum norm ol public 
siQcks The reported actual slocks (with 
minimum noun in the bracket) in million 
tonnes as on the lust day ol the month wore 
n 9( 15 4) in January 1992 II 1(14 5) in 
April 1992 I 5 9(22 5)inJuly 1992 9 4( !(> 6) 
in Ociober 1992 .ind II 8( 15 4) m January 


1993 iEtmomu Sufve\. 1994-95. p 79) 
The gap between the actual and the mint mum 
norm of public stocks ol foodgrains can 
thus be seen to be very wide dun ng the major 
pan ol 1992 The depleted levels ol public 
stocks restricted the manoeuvrability of 
govetnment action to moderate ihe adverse 
impact on foodgrains prices 
(5)The procurc'ineiu piiccs ol wheal were 
rmsed by 22 |>ci cent in 1991 92 and luither 
by 20 per cent in 1992-9^ on lop ol the 
higher level of the immediately preceding 
year The procurement prices ot nec were 
also laiscd b> 12 pci cent in 1991-92 and 
by 17 per ccml in 1992-95 on top ot two- 
digit increase in l9K9-9() and 1990-91 
(Tabic t line 5) To keep the budgetary 
subsidies under check the central issue 
prices (CTP) were also raised by ^0 per cent 
lor nee and 21 per ccmii lor wheal in 
Dcccmbc r 1991 These actions resulted m 
a sleep rise m the open market pnees of 
loodgrams The wholesale price index for 
foodgrains iiKreased by 21 per cent in 
1991 -92 (mamlv because ol rice and wheat) 
and lurlhcr by 12 per cent in 1992-93 


Tahii 2 Indkisoi AitkKiiniKAi Pkooi t non 
(tiicnniiiiii eliding 1981 82-l(R)i 


SI Ni) 

Item 

1989 90 

I9<>0 9| 

|S)9I 92 

1992 95 

1995 94 

(i) 

(2) 

(5) 

|4) 

n) 

(6i 


(7) 

1 

All comiiiodilics 

1410 

1484 

145 5 

151 s 


154 8 



tl h) 

n M 

< 2 0t 

(4 1) 


(2 2) 

2 

1 oodgrain^ 

iv; 1 

1417 

1 17 6 

144 5 


148 5 


ft/ w hu h 

(0 S) 

(Mi 

. 4 2) 

(S 1) 


(2«) 


2 ) Rill 

147 9 

149 4 

ISO 2 

146 S 


1588 




(1 0) 

lO S) 

2 5) 


(8 4) 


2 2 WhL II 

141 h 

! 

IS8 2 

(62 5 


168 0 




(10(9 

(1 Ol 

(2 7) 


t5 4) 


2 5 CojisL LL reals 

120 ^ 

in 1 

89 4 

127 0 


107 0 




(-b Ol 

( 21 0) 

<42 1) 


(-157) 


2 4PiiIsls 

127 1 

140 5 

il8(i 

126 5 


129 (1 




I4 4) 

<-lS0) 

<6 7) 


(2 0) 


Non loodgriins 

149 7 

ISO 1 

ISK K 

165 6 


165 8 




(4 4) 

(1 61 

(2 0) 


(1 0 

Note 

Figures in hraLkeis indieJiL pcreLiiiagL ehangc over prevuiiis year 
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TaIUI t PlKdNlAlil OlANC.I OM H PrI VIOl S Yl AK IN < Avi RACih) PrK F INOK 1 S 


SI No 

PriLt Index 

1989 90 

IWO^I 199192 1992 

1995 94 

(1) 

(2) 


(5) 

(4) 

(5) 

(6) 

(7) 

1 

Wholesale Pnee Index (i98l 82-KM)) 

74 

10 1 

157 

too 

85 


1 1 Foi>dgrains (cereals and pulses) 

2 2 

85 

20 8 

125 

49 


1 1 I Kill 


46 

5 7 

21 7 

14 5 

7 1 


1 1 2 Wheat 


58 

16 0 

184 

114 

M 5 


1 I ^ Pulses 


5 0 

10 6 

2 

55 

19 5 

2 

Consumer Price Index 








2 1 Agricultural labourers (I9h() 61sl(X)) 

54 

7 6 

19 5 

125 

55 


2 2 Industrial workers (1982: 

= 100) 

6 1 

116 

155 

96 

n S 

5 

Procurement Prices 

5 1 Paddy common sanely 


156 

10 8 

122 

174 

14 8 


5 2 Wheat 


17 5 

47 

22 2 

20 0 

6 f 


13 C )ursc cereals 


158 

9 1 

159 

17 1 

85 


Nofes I Annua) average is over financial year tor icholcsulc pnee index und ovvr agra uhtiral year 
lor consufiicr pricx* index and procureineni prices 
2 Wheat proeuicmcni price includes central bonus since 1991 92 
Stiune 1992 95 1995 94 and 1994-95 
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COUNCIL FOR SOCIAL DEVELOPMENT (CSO) 

NOTICE 

/ 

Mmio No.: CSO-ECP/AOM-SF^73S dated 06 June 95 
« 

Applications are invited to reach the undersigned within 21 days of publication of this advertisement for two posts 
of Senior Research Fellow in the scale of Rs 4500-7300 with permissible allowances One post is for CSO, Delhi, 
and the other is for the RBI Chair in C 0 Deshmukh Impart Centre, CSO, Southern Regional Office, Hyderabad 
The applications should contain following information with self-attested supporting documents (i) Name and Present 
Address for correspondence (ii) Academic Records, Matnculation onwards (iii) Research/Teaching/Work Experience, 
and (iv) Publications A suitable candidate may be norginated to work as Director CSO, with a special allowance 
of Rupees five hundred per month 

GNJAUFICATIONS An eminent scholar in the field of social and/or computer science engaged in research, ten 
years of experience in research and/or teaching at a university/reputed academic institution OR An outstanding 
scholar with established reputation who has made significant contnbution to knowledge 

NOTE, (i) These qualifications can be relaxed in the case of computer science for an otherwise qualified person, 
(il) Reprint of one paper considered to be the best by the candidate, should be enclosed with the application 
and (Hi) The applicant should indicate his/her preference for posting at Delhi or Hyderabad 

Professor Amar Kumar Singh 
Executive Chairperson 
Council for Social Development 
53 Lodi Estate New Delhi —110 003 


XXXVII LABOUR ECONOMICS CONFERENCE: CALL FOR PAPERS 

The 37th Annual Conlerenct ol Indian Society ol Lahoui Ectmomits (ISLE) will be held during December 22-24 1995 
at Pondicherrv undei the auspices ol the Department ol Economics Pondicherry University Prolessor Sheila Bhalla of the 
Centre lor Economics Studies and Planning Ja>Aaharlal Nehru University New Delhi will preside over the Contciencc The 
topics ol discussions m the Conlercnce arc 

1 Structural Adiustinent. Libour Market and Poverty 

2 Employment in the Service Sector 

3 Organising the Unorganised Workers 

Those desirous ol contnbuting papers lor the Conicrencc should send their papers to the Conlcrcnce President Professor 
Shello Bhalla, Centre for Economic Studies and 'Planning, Jawaharlal Nehru University, New Mehrauli Road, 
New DeJhi*ll0 (167 with a copy to Professor Alakh N Sharma. Editor, Indian Journal of Labour Economics, c/o Institute 
of Applied Manpower Research I P Estate Ring Road, New Delhi - 110 (X)2 

The paper should reach latest by September 15. hJ95 It should mn exceed 4,000 words including tables and appendices 
and should necessarily he accompanied by a summary not exceeding S(X) words The authors should stnctly follow the pattern 
and style ot writing as being followed in the current is.sues ol (he Indian Journal of Labour Economics (see the guidelines 
in this regard on page II ol the current issues of the Journal) The papers not conforming to this will not be considered for 
publication in lull For details about the Conlercncc themes and guidelines tor paper contributors, please contact 
Hon Secretary. Indian Society of Labour Economics, c/o Institute o( Applied Manpower Rcseanrh, I P Estate, Ring Road, 
New Delhi - 110 (X)2 

The panicipanis desirous ol attending the Conference should contact the Organising Secretary of the Conference 
Dr K Rumachandian lor registration reservation, accommodation and other details of the Conference at the address. 
ProiesMir K Ramachandran. Head, Department of Economics, Pondteherry University, R. Venkatraman Ni^ar, Kalapet. 
Pondicherrv 605 014 * 

The membership lee ol the Society (Rs 100/- annual and Rs 1000/^ hfc) should he sent to the Treasurer, Indian Society 
of Labour ^moinics. A N Sinha Institute of Social Studies Patna - SOO 001 by cheque or demand draft in favour of bidfam 
Society of Ijfibour Economka (in cose ot outsiation cheque Rs 12/* shtHild be added extra as bank clearance charges). 
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{TaMe X ttne Notice that the increases 
in CIP were more relevam for the urban 
jHH)r and the urban population in general 
with the uni verikal (umargeted) urban public 
distribution '.yslcm (PDS) The rural poi>r 
were affected by the reverse ol the other 
route mentioned earlier in this article in 
connection with the reduction m poverty in 
1987-88 In the absence ol comtonabic 
public stocks, Ihe uiban PDwS had in lx* 
seived through the proLUiemeni Iriim dhe 
below normal) harvests than through 
significantly depleting the already low public 
stocks Both the procuicmcni and the 
stronger pull ol the urban purchasing power 
would have laiscd the lural giam prices 
more steeply than the siiujiion with 
eomtoriable publn. siotks The losuliing 
impact of this tonsiellalion ol tailors on ihe 
rural leiail pines was sliaipiv fcnecletl in 
the consumer price index tor agiuuliuiai 
laboureis(CPlAl )lhanlof mdusinal vsorkcis 
tCPIlW) (Table t ImeJ) While the annual 
rale ol irurcase h)i both CPUW and C'PIAL 
exceeded 10 per tent lonliiuiouslv belween 
Julv 1991 and Ociobei 1992 (majoi pail ol 
the NSS survey periods 1991 and 199>) it 
was inuih highci loi C PI At ihan ihal lor 
rPIIW ^and cxiicdcd 20 per cent 
continuouslv liomOcioboi 1991 lo August 
1992 (Li onohiti Sm u > 1991 94 p S9) 

Combined wiih a letlinlion m employmuii 
arising liom below normal haivisis this 
puce use sevenl> al'iilcd Ihc pool 
households and lesullcd m shaipeniu leases 
in the values ol poveils ineasiiics 

(4) Ihc* years under lonsidei iiion wen 
not otlicially declared as tlu drouelil yeais 
as ihc monsoons weic nieicoiolognallv 
iioimal so thai thcie weu no eonlial 
dii'Ughi-reliel grams and hciui no spenai 
icliei works Moictivu the persondays ol 
employment generated (in Imamial vcmis) 
undci Jawdhai Ro/gai Yo)ana( IKY)ilei lined 
Irom 874 6 million m 1990-91 n 809 2 
million m 1991-92 and lunluM lo 782 I 
million in 1992 9^ (jivcn the sh.ap ii'*c m 
lural retail tnices noted abo\» tin real 
value ol purchasing power gemraud by 
the reduced levels ol rural employmeni 
through IRY would have been even lower 

Links wim b( ONOMU RiifiKsis 

The foregoing discussion indicates that 
the sharp dctciioration iii ruiai poverty 
situation during the NSvS suivcy periods 
1991 and 1992 was a dncci conscc|ucMi( c ol 
(a) adverse or mdiUernt wcadier conditions 
afleciing rural employment as well as lood 
prices, (b) the cxpeciation-dnven at lions ol 
farmcis and tradeis leinlorcing and 
sticngthening the use in lood prices (t i the 
unlatgetcd urban public distribution system 
and the fH>ssiblc stronger pull ol the urban 
purchasing power both coninbuiing lurihci 
lo the increase in ruial lood prices, and 
(d) the reduced manoeiivrab’lity ol 
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government action due to considerably 
depleted public stocks The constellation 
was clearly tailor-made lor the ucceiuuaiion 
of tural poverty How tar can it be attributed 
to the economic policy reloims unda taken 
since July 1991 ^ 

(1) The major impact ol siruciural 
adjustment as well as fiscal slahilisation was 
expected to Iv mi ihc urban organised sector 
Hence, as meniimied m the beginning, vine 
would have cxpecied deterioration in uib.in 
poverty lo be mme than in rural povcrlv as 
(K tmseqiicni (iff econoinu lelorins It was 
possibly too calls lor Ihis expeeteci cl loci 
to lake place m ihe secorul hall ol 1991 
allowing lor the limc-lag necessaiy lor the 
fiscal coniiKiion and the import 
compicssion to alU\t economu aelivily in 
ilic organised setior 

(2) "Ihe I'lijl si'cior in general and 
agriculture in pa'htular were not the major 
locus of siruciural adiustmenr .ind werconly 
indiiecilv alli Licdhy ihebsc al compression 

( M Ihe ilevaUialion ol the lndi«in rupee 
was ipartoltlu k formpriicessfh it widened 
ihc e-ip belwuMi the export paiilv border 
prices and llu domestic prices and made llie 
rise III piocuumcnl prices ol iicc ami wheat 
inevitable Insolai as dev.dualion was 
nc4 cssary lo coned Ihc unsusiain.ibic 
exicrnal trade izaf) n could not have been 
avoided LMvtn ihc ilee[) lorcigii exclianev 
hctuidilY Cl ISIS ol »990-91 

(4) The list m piocuicmciii pines w^is 
idso ollici.illv iiisiiiioci as I c4mij>cpsation 
KUhe larmeis Im ilx withdrawal ol lertiltser 
subsidies Wiihouieomg into the pohiic.tlly 
constructed dis isiious mess ol the leilihsei 
suhsicli^^s |oi ilK picseni purpose wc mav 
meiciv noic ilitii almos! loial lesioialion 
albdl in adis!m»cd loim C irnsecjUdillv ihi' 
actiKiliv giaitkJ iisc in pUK iiremcni prices 
has lieen higlui ih.iii jusiilied on grounds 
ol the original latioiialc lor which Ihc luial 
pool paid the puce m lerms ol iiigliei giain 
piues I ho w the result ol the operation 
(»l jrolitic.d pulls and pics'-uies totally 
umeiated to tlu basic rationale underlying 
iliL economic uloims 

Ihc balance ot payment situation 
lemained wiv tight duiing 1991-92 and 
1992-9^ llctkc large impoit oMoodgiains 
would also have beenditlicuh loi iiu leasing 
public slot Ks and ciiham mgmaiUK'uvrability 
ol governnu nl aition Mmeover the idea 
ol imptirls was ilso slaumhlv opposed by 
the I aimers and ihcir leaders Whaicvci 
imports that were coniraciCd. could not be 
deployc'd on time 

(6)1 he squee/eon the central anti-poverty 
piogiammcs tluiing the tiscal compassion 
can be diiedly atinbutcd to economic 
reloims Ihis was indeed so Howevei 
without denying the need lot such 
programmes ihc impoiiunec ol this lactor 
in the preseni cmUcxi needs to be icmpcied 
by ihrce considerations, namely, (a) the scale 


of these central programmes even in years 
without fiscal squeeze has never been of the 
magnitude that could have prevented a .sharp 
increase in lural poverty, (b) organisational 
factors and problems with delivery systems 
have lurther limited the cffceltveness of 
these prognimmcs. and (c) our earlier work 
suggests that if is the dioiighi-rclicl works 
organised by ihe sevcrelv droughl-alIccied 
stales which have been much nu»rc*ettcciive 
m aileviaimg iiiiai |Kwcriy in years of dip 
m agiiciiilural harvest than the', central rural 
cmpKiyniem-gcncratron programmes 
1o recapitulate the accentuation ot rural 
poverty durine Ihc National Sample vSurvey 
periods of I99I (Jelv IVt ember) and I992 
tJanu.irv Deceinbci) can be seen to be a 
combined consequence of the natural forces, 
consiiicted manoeiiviability ol government 
action political I actors and only unUfecth 
ceriam decisions iciatrng lo ihe economic 
I chirms since Inlv 1991 It is important lo 
note lhai had the aericullural h.irvesls been 
lavoiirable iheiinpaciol iheietorms-related 
4 iclions would have been mm h smaller on 
tin rural than on the in ban poverty It is 
cquallv important also to empha* ise that the 
timing ot lelorins was dictated by the crisis 
ol mid I99I whuh in luin was ihc result 
ot the political insiabilily ol the laic 1980s, 
the fiscal piolligacy ol ihc preceding decade 
.iiicl tile lonscqueru l(»ieign exchange 
liqimluv I lunch In oiher words, the 
econoinu letoinis in general and the 
devaluation ol the Jndiiin lupee in particular 
(that was inclmctlv lesponsiblc lor the 
deteiior Hion m rural poverty) could not 
have wailed loi the moie auspicious timing 
Out clear coiiduston thcrelorc, is that 
economic relor m-rclaled decisions 
loniribnied mdiiecllv ralhei than being the 
only Ol even the ina)or cause ot the sharp 
accenlu.ition ol rural poverty during the 
pcMod iindei tonsidcralion 

Notes 

|Wc ail indebted in Andic Rcicillc. P N Dhar 
T K Koy and K Sundararn lor i ntical cumiticnts 
and helpful suggestions | 

1 for a lechnical discussion ol Ihc poverty 
nicMsuies used in llns pa|H.*i see J Foster 
) Coeer and L Ihorebeckc A Class of 
Deeoiiiposable Poverty Measures' 

I * (nutHH fm a Vol S2 No t iMu> 1988) 
pp ^71 76 

2 In the absence ol a better alleniaiivc wc 
have also used changes in CPIAL lo update 
CPIMK for making relevant priue adjusi- 
incni CO the rural piiverty line (Tabic I 
note It liny he noted that the weight 
base of CPI AI relates ro the budget pairern 
of flic agiiLiiltural la)>ourers observed in Ihc 
mid I9^0s This budget pattern may have 
changed timing fhe period under 
4 on SI derail on There may therefore exist a 
bias in 4 »ur esiimates of the changes m rural 
retail prices on the basis ol CPIAL 
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BALANCE SHEET AS ON MARCH 31. 1995 


(Rs inOOO's) 


Schedule 

No 

CAPITAL ANp LIABILITIES 


Capital 

1 

Reserves and Surplus 

2 

Deposits 

3 

Borrowings 

4 

Other liabilities and provisions 

5 

TOTAL 


ASSETS 


Cash and balances with 


Reserve Bank of India 

6 

Balances with Banks and money 


at call and short notice 

7 

Investments 

8 

Advances 

9 

Fixed Assets 

10 

Other Assets 

11 

TOTAL 


Contingent Liabihues 

12 

Bills for collection 

1 _ 



As on 
31 3 95 


407,459 

265,531 

6,029,391 

1,148,406 

254,105 


As on 
31 3 94 



8,104,892 5,494,293 


489,664 

67,261 

3,423,898 

3,218,156 

8,695 

897,218 


243.364 

2,941.976 

1,526,298 

9,029 

125,971 


8.104.892 5,494,293 


7,624,298 

204.024 



SOa^TlI G^RALE 

IHE FRENCH AND INTERNATIONAL BANK 

> (Incorporated in France with Umited Liability) 

INDIAN BRANCHES 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31,1995 


(Rs inOOO’s) 


Schedule Year ended Year ended 
No 31 3 95 31 3 94 


I. INCOME 

Interest earned 
Other income 


U. EXPENDITURE 
Interest expended 
Operating expenses 
Provisions and contingencies 

TOTAL 


lU, PROFIT/LOSS 

Net Profii/LossC-) for the year 
Prorit/Loss(-) brought forward 

TOTAL 

IV. APPROPRIATIONS 

Transfer to other reserves 
1 ransfer to statutory reserves 
Transfer to Government/ 
Proposed dividend 
Remitted to H O during the year 
Balance earned over to 
balance sheet 

TOTAL 


925,195 
(75, 


1 

i 

786 




214,360 
43,680 
195 486 147,751 

744 850 405 791 


104,936 

117.945 

222,881 


132,545 


201.881 117,945 

222.881 132,545 


Notes on Accounts 17 


As per our attached mpoit of even date 

For RAJESH RAJEEV & ASSOCIATES 

Chartered Accountants 

For SOClilt GEnERALE 

Sd/ 

Sd/- Sd/- 

Chandrashekhar 

Sandra Maityics M Bncout 

Partner 

As.st General Manager General Manager 

Bombay 

Dated June 2.1995 
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SOCMit G^RALE 

niE FRENCH AND INTERNATIONAL BANK 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 



SCHEDULES TO THE BALANCE SHEET AS ON MARCH 31 1995 


(Rs. in 0(X)’s) 


As on 
31.3.95 



(Rs. In 000*s) 


As on 
31.3.94 


SCHEDULE 1-CAPITAL 

For Banks Incorporated Outside 
India 

(A) Capital 

(The amount brought in by Banks 
by way of start-up capital as 
prescribed by Reserve Bank of India 
should be shown under this head) 

(B) Amount of Deposit kept with 
the Iteserve Bank of India under 
sub-section (2) of Section 11 of the 
Banking Regulation Act, 1949. 


SCHEDULE 2—RESERVES AND 
SURPLUS 

I. Statutory Reserves 

(i) Opening Balance 

(ii) Additions during the year 

TOTAL 

II. Balanct of Profit/Loss 

GRAND TOTAL 

SCHEDULE 3-4)EPOSlTS 

A. I. Demand Deposits 

(i) From Banks 

(ii) Fromothcfs 

TOTAL 

II. Savings Bank Deposits 

III. Term Deposits 

(i) From Banks 

(ii) From others 

TOTAL 

TOTAL (WI+IIl) 

B. (i) Deposits of Branches 

in India 

(ii) Deposits of Branches 
outside India 

TOTAL 


407,459 62.389 


49,698 34.889 


63,650 

201,881 

265.531 


42,650 

117.945 

160,595 


1,348,917 
3.533,.564 


4,882,481 


4.965,139 


2.038,257 

3,879,984 

5,918,241 

6.029,3^1 


6,029,391 


6.029391 4,965,139 



SCHEDULE 4-.BORROW1NGS 

I. Borrowings in India 

(i) Reserve Bank of India 

(ii) Other Banks 

(iii) Other instinitions and agencies 

TOTAL 

II. Borrowings outside India 

TOTAL (l+II) 

III. Secured borrowings included in 
I and 11 above 

SCHEDULE 5—OTHER LIABILITIES 
AND PROVISIONS 

I. Bills payable 

II. Inter-office adjustments (net) 

Ill Interest accrued 

IV. Others (including provisions) j 

TOTAL 

SCHEDULE 6—CASH AND 
BALANCES WITH 
RESERVE BANK OF INDIA 

I. Cash in hand 

(including foreign currency notes) 
II Balances with Reserve Bank 

of India 

(i) in Current Account 

(ii) in Other Accounts 

TOTAL 
TOTAL (l+II) 

SCHEDULE 7—BALANCES WITH 
BANKS AND MONEY AT CALL 
AND SHORT NOTICE 

I. In India 

(i) Balances with banks in India 

(a) in Current Accounts 

(b) in Other Deposit 
Accounts 

TOTAL 

(ii) Money at call and short notice 

(a) With banks 

(b) With other institutions 

TOTAl. 

TOTAL (i+ii) 


44,071 

37,400 

404.335 

125.470 

700.000 


1,148,406 

162,870 

— 

31,368 

r,14M06 

194.238 


40.390 

125.970 

”254.105 


111.932 


489,555 647,437 


_ 489 ,^ 

489.664 


647,437 


647.655 
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SOCI^nt G^NtRALE 

THE FRENCH AND INTERNATIONAL BANK 

(Incorporated in France with Unuted UtdnBty) 

INDIAN BRANCHES 

SCHEDULES TO THE BALANCE SHEET AS ON MARCH 31,1995 

(Rs. in OOO's) 

(Rs'. OOO's) 



As on 
31.3.95 


11. Outside India 

(i) in Cuneni^Accounts 
With SG Branches 
With Other Banks 

TOTAL 

(ii) in Deposit Accounts 

(ill) Money at call and shoit notice 

TOTAL (i+ii-»>iii) 

TOTAL (Wl) 

SCHEDUU: 8--ll^ESTM£NTS 


SCHEDULE 9~ADV ANCES 

A. (i) Bills purchased and 

discounted 

(ii) Cash credits, overdrafts and 
loans repayable on demand 
(ill) Term loans 

TOTAL 

B. (i) Secured by tangible assets 

(ii) Covered by Bank/Govemment 
guarantees 

(iii) Unsecured 

TOTAL 

C. 1. Advances in India 

(i) Priority sectors 

(ii) Bonks 
Oil) Others 

TOTAL 

II. Advances outside India 
(t) Due from banks 
(ii) Due from others 

(a) Bills purchased and 
discounted 

(b) Syndicated loans 

(c) Others 

TOTAL 


As on 
31.3.94 


26.644 


243.364 


Investments in India 



(i) Oovemment securities 

2.174.763 

1,091.532 

(ii) Other approved securities 

5.500 

5,500 

(iii) Shares 

180 

180 

(iv) Debentures and bonds 

125.980 

117,335 

(v) Others 

1,117,475 

1,727.429 

TOTAL 

3,423.898 

2,941,976 


631.606 182.021 


1.185.674 

1.400.876 


767,235 

577,042 


3,218.156 1.526.298 


1,970,383 467.386 

134.235 647.694 

1,113.538 411,218 


3,218,156 1.526.298 


168.180 63.456 

3.049.976 1,462.842 


3.218,156 1,526.298 



As on 
31.3.94 



SCHEDULE IB-FIXED ASSETS 

1. Fixed Assets (other than Premises) 
(incl. furniture and fixtures) 

0) At cost as at 31st March 


of the preceding year 

23,584 

23.733 

(ii) Additions during the year 

3.149 

4,511 

(iii) Deductions during the year 

(L566) 

(4.660) 

(iv) Depreciation to date 

(16,472) 

(14,555) 

TOTAL 

8.695 

9.029 


SCHEDULE 11-OTHER ASSETS 




GRAND T01'AL:CI+CII t 3.218,156 | 1,526.298 


1. 

Inter-office adjustments (net) 

431 

— 

n. 

Interest accrued 

73,645 

37.123 

Ill 

Tax paid in advance/tax 
deducted at source 

60.267 

9,064 

IV. 

Stationery and stamps 

19 

11 

V. 

Others 

762.856 

79,773 


TOTAL 

897.218 

125,971 

SCHEDULE 12—CONTINGENT 
UABIUTIES 

I. Claims against the bank not 

acknowledged as debt 

2,821 

23.226 

11. 

Liability on account of 
outstanding forward exchange 
contracts 

18,181,204 

6.754.387 

111. 

Guarantees given on behalf of 

constituents 

(a) In India 

337.504 

193.146 


(b) Outside India 

73,182 

— 

IV. 

Acceptances, endorsements 
and other obtigationfi 

326,858 

242,643 

V. 

Bills rediscounted 

350,072 

410,896 

VI. 

Other items for which the bonk 
is contingently liable 

. 1 . 1 



TOTAL 

19,271,641 
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SC>C]Q&t 6 cilN^RALE 

THE FRENCH AND INTERNATIONAL BANK 

(Incorporated in France with Limited Liability} 

INDIAN BRANCHES 


SCHEDULES TO THE PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED MARCH 31,1995 


(Rs mOOO's) 


(Rs inOOO's) 




Year ended 

Year ended 



Year ended 

Year ended 



31 3 95 

31 3 94 



31 3 95 

31 3 94 

SCHEDULE 13—INTEREST 



SCHEDULE 15—INTEREST 



EARNED 



EXPENDED 



1 

InteicM/discount on advances/ 



I 

Interest on Deposits 

361.813 

165.273 


bills 

289,957 

200 186 

11 

Interest on Reserve Bank of 



11 

Income on investments 

596.288 

231.263 


India/lnter-bank borrowings 

108,645 

48,954 

III 

Interest on balances with 

Reserve Bank of India and 



Ill 

Others 

4,455 

133 


other inter-bank funds 

37.433 

28 791 


TOTAL 

474,913 

214.360 

IV 

Others 

1,517 

4 198 









SCHEDULE 16—OPERATING 




TOTAL 

925.195 

464 438 

EXPENSES 







I 

Payments to and provision for 
employees 

16.596 

9.663 





11 

Rent taxes and lighting 

21,754 

S.345 





111 

Pnnting and stationery 

1,028 

l.OOl 

SCHEDULE 14—OTHER INCOME 



IV 

Advertisement and publicity 









I 

Commission, exchange and 




expenses 

265 

67 


brokerage 

13,582 

8.937 

V 

Depreciation on bank’s property 

3.305 

2.911 

IL 

Profit on sale of investments 

Less Loss on sale of 

30,107 

562 

VI 

Directors’ fees, allowances and 

56 

• 


investments 

(762) 

(753) 


expenses 

42 

iir 

Profit on sale </ land, buildings 



VII 

Auditors’ tees and expenses 

47 

32 


and odier assets 

Less Loss on sale of land, 

31 

73 

VIII 

Law charges 

• 

157 

33 


buildings and other assets 

(16) 

(277) 

IX 

Postage, Telegrams. 


\ 

IV 

Profit on exchange transactions 

1.095,303 

426 541 


Telephones, etc 

7 636 

5.823 


Less Loss on exchange 
transactions 

<1.235,011) 

(444,286) 

X 

Repairs and maintenance 

3 4'^ 

2.910 

V 

Miscellaneous Income 



XI 

Insurance 

3 380 

1 224 


(mcludes provision for 
doybthil debts wntten back 

Rs 9,999.999 Previous Year 

Rs 16.S66.441 29) 

21.357 

1 

1 

23 345 

XU 

Other expenditure (incl Head 
Office Supervisory 

Charges Rs 5.000,000. 

Previous year Rs 4,500.000) 

16.737 

11,629 


TOTAL 

(75.4W) 

14 142 


TOTAL 

74.451 

43.680 



- 

> 






Wd nditieid Wedcly lune tO, 1995 
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Schedule 17 - Notes on Accounts: 

1. Summary of Significant Accounting Policies 

1. General 

The accompanying financial statements have been prepared on the historical cost basis and conform to the statutory provisions and practices 
prevailing in the country. 

2. Transactions involving foreign exchange; 

(a) k Foreign currency assets and liabilities are translated on a daily basis at the exchange rates prevailing at the close of the day except for 

balances in Foreign Currency (Non-Resident) Accounts which are recorded at the i^evant notional rates specified by the Reserve Bank 
of India. Accordingly, monetary assets and liabilities other than balances in Foreign Curiency (Ncn-Resident) Accounts have been 
translated at the exchange rates prevailing at the close of the year. 

(b) Unmatured spot and forward foreign exchange transactions are revalued on a monthly basis at the then prevailing spot and forward rates 
respectively. Gains and losses arising from the above valuations are reported in the Profit and Loss Account. 

(c) Income and expenditure items have been translated at the exchange rates prevailing on the date of the transaction. 

3. Investments 

(a) Investments in Securities approved for the purpose of maintaining Statutory Liquidity Ratio* 

(i) Permanent Investments: V^ued at cost of acquisition. The difference between the c^st of acquisition and face value is amoitised over 
the residual maturity of the secunty where the cost of acquisition is higher than the face value. 

(ii) Current Investments; Valued at the lower of cost of acquisition or market value or yield to maturity at rates specified by RBI circular 
no. DBOD BP.BC.44/21.04.048/95 dated )5th April, 1995 

(b) Other Investments 

Valued at the lower of cost of acquisition or market value or yield to matunty at rates speci fied by R BI circular no DBOD B P BC 44/ 
21.04.048/95 dated 15th April, 1995. 

4. Advances: # 

(a) Provisions for doubtful advances have been mode to the satisfaction of the auditors. 

(i) in respect of identified advances, based on a periodic review of advances, after taking into account the poition of the advances 
guaranteed by the Export Credit and Guarantee Corporation and similar statutory bodies and guidelines issued by the Reserve Bank of 
India. 

(ii) in respect of general advances, based on Management's estimate of potential exposure and taking into account guidelines issued by 
the Government of India and the Reserve Bank of India. 

(b) Provisions in respect of doubtful advances have been deducted from advances to the extent neces.sary and the excess has been included 
under ''Other Liabilities and Provisions". 

5. Fixed Assets; 

(a) Fixed Assets have been accounted at their historical cost 

(b) Depreciation has been provided on the diminishing balance method at the following rates per annum. 


Furniture and Fixtures 18.10% 

(Computers 40.00% 

Electrical Fittings and Fixtures 33.33% 

Equipment 33.33% 

Vehicles 33.33% 


(c) Certain fixed assets which were provided without charge to the Branch by Head Office are included in these accounts at nominal value 
for the purpose of control. 

I 6. Staff Benefits: 

Provision for gratuity is made on the basis of an actuarial valuation. Provision for pension benefits is made on an accrual basis. Separate funds 
for gratuity and pension have been created. 

7. Net Profit 

The net profit disclosed in the profit and loss account is after; 

(a) provision for taxes on income in accordance with statutory requirements. 

(b) provisions for doubtful advances. 

(c) adjustments to the value of current investments in Government of India securities valued at lower of cost or yield to maturity. 

I (d) other usual and necessary provisions 

I 11. Net loss on foreign exchange transactions includes an amount of Rs 12 L 160.925.34 being the Swap cost incurred on Foreign Currency (Non- 
Resident) (Banks) deposits. 

HI. Previous year’s figures have been regrouped and reclassified wherever necessary to make them comparable with cunent figures. 


As per our attached report of even date 

For RAJESH R AJEEV St ASS(X:i ATES 

Chaiteied Accountants 

SkV- 

Chandrashekhar 

Paitnei' 

Bombay 

Draedrlunel. 199S 


Signatures to schedule nos. 1 to 17 

For SOCI£t£ GlgN^R ale 

Sd/- Sd/- 

Sandra Maityres M. Bneout 

Asst. Genetal Monager General Manager 


1382 


ficonontk 



1 



soci^£ g^:n£rale 

THE FRENCH AND INTERNATIONAL BANK 

(Incorporated in France with Untiled Uability) 

INDIAN BRANCHES 


Auditors* Report 

1. We have audited the attached Balance Sheet of the Indian Branches of Soci6t^ G^n^rale (incorporated in France with 
limited liability) as on 31 st March. 1995 and also the annexed Profit and Loss Account for the year ended on that date. 

2. In accordance with the provisions of Section 29 of the Banking Regulation Act. 1949. read together with the 
provisions of sub-sections (1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies 
Act. 1956, the Balance Sheet and Profit and Loss Account are not required to be and arc not drawn up in 
accordance with Schedule VI to the Companies Act, 1956. The Accounts arc, therefore, drawn up to conform 
with Forms A and B of the Third Schedule to the Banking Regulation Act. 1949. Subject to the foregoing observations, 
we report that in accordance with sub-section (3) of Section 30 of the Banking Regulation Act, 1949: 

a) We have obtained all the information and explanations which to the best of our knowledge and belief were 
necessary for the purpose of our audit and have found them to be satisfactory; 

b) The transactions of the Indian Branches which have come to our notice have been within the powers of the Indian 
Branches of the Bank; 

c) In our opinion, proper books of account, as required by law, have been kept by the Indian Branches of the Bank 
so far as appears from our examination of those books; 

d) Fhe Balance Sheet and the Profit and Loss Account dealt with by this report are in agreement with books of 
account; 

e) In our opinion and to the best of our information and according to the explanations given to us the said accounts 
give the information required by the Companies Act. 1956 in the manner so required, for Banking companies and 
read together with ihe notes, give a true and fair view. 

(i) In the case of the Balance Sheet of the state of affairs of the Indian Branches of the Bank as on 31 st March, 

1995 and 

(ii) In the case of the Profit and Loss Account, of the profit for the year ended on that date. 


For RAJESH RAJEEV & ASSOCIATES 

Chartered Accountants 

Sd/- 

Chandrashekhar 

Partner 


Bombay 

Dated: June 2,1995 


June 10 .1995 



Sino-British Confrontation over Hoi^ 

Neville MaxwdI 

Hong Kong, one of the most modern cities in the world, is one of its greatest anachronisms. It is the last corner of Asia 
where Europeans rule, a rock-pool left, hrilliant, vital and teeming, by the historic ebb tide which saw the age of European 
dominance over Asia ending in this century^ second half. The Germans, the Spanish, the Dutch, the French, the Portuguese, 
and the British, whose domains in Asia were once greatest of them all, withdrew or were forcefully evicted. But Britain 
preserved its power undiminished over the tiny hut populous patch of China named Hong Kong, and thus the reversion 
of Hong Kong to China in 1997 will close an epilogue to the age of Europe *5 Asian dominance. 

Through the first half of the century^ Britain lived with the thought of the 1997 expiry' of the lease which legitimises its 
rule over Hong Kong as a healthy young person accommodates the idea of mortality. After coming to accept that the return 
of Hong Kong to China was ineluctable, Britain succeeded in negotiating with Beijing what promised to he a co-operative 
and cordial transfer of power. How that agreement was achieved and how the achievement came to he undone is the subject 
of this paper. 


In recent years, as the future of Hong Kong 
became a great diplomatic issue, the office 
of governor assumed an immense sensiii viiy - 
a wrongly chosen word could cause a crisis 
of confidence (and) dangerously antagonise 
Beipng . 

Jan Morns, Hong Kong: Epilogue to 
Empire, p 218. 

In foreign policy one must never forget that 
one deals in recurring cycles and on consec¬ 
utive issues with the same people; trickery 
sacrifices structure to temporary benefit 
Reality is the cement of international order 
even among opponents; pettiness is the foe 
of permanence. 

Henry Kissinger. The White House Years, 
p 746-47. 

BRITAIN’S demission of Sovereignly over 
its last significant colony at midnight on 
June 30,1997 will be the grand finale tn the 
protracted imperial retreat that began almost 
exactly 50 years before when independence 
was granted to Indiaand Pakistan; but, almost 
uniquely, in this case when the Bntish flag 
is hauM down for the last time it will be 
replaced not by the' emblem of a local in¬ 
dependence movement become inheritor of 
power, but by the flag of another state - the 
People’s Republic of China.' Thanks, how¬ 
ever, to the success of Britain’s diplomatic 
efforts in the 1980s, and unless those are 
nullified by developments preceding the 
reversion to China, a second flag will also 
be flown in Hong Kong after 1997 - the flag 
of Hong Kong itself, as a highly autonomous 
city-region within China. 

Hono Kong beforh Ciiinesf Revoluhon 

The timer for Hong Kong's reversion to 
China was set by an agreement signed in 
Peking in 1898 by which an area of some 
200 square miles of the mainland was added 
to the colony. (Until that time it had consisted 
of Hong Kong Island and the tip, some three 
square miles, of the abutting Kowloon 
peninsula, which had been ceded to Bntain 
by treaties in 1840 and I860 respet'tively^ 
after the two Anglo-Chinese wars.) By the 


1890s the desire for further territorial 
extension was strong among the colony’s 
Bntish traders, and advances in gunnery 
brought support for a “forward policy” 
from the military, since the Island’s harbour 
and settlement were now well within am llcry 
range of ground that could conceivably fall 
into hostile hands. Uindon overcame some 
initial reluctance to press for more lemiory 
when other European powers, Germany, 
France and Russia, extracted territorial 
concessions from China, and pressed 
Beijing for an extension of the boundary oi 
Hong Kong 

Although again under great pressure from 
the European imperial powers, the Chinese 
were not then prostrate, as they had been 
after their defeats in the two Anglo-Chinesc 
(“Opium”) Wars, and so they were able to 
avoid making an outright cession of the 
terntof y Britain sought to add to Hong Kong. 
Bntain had to settle for a lea.se with a term 
of 99 years, to expire on June 30 1997. The 
“New Temtones” thus acquired, and since 
then so-called, embraced the entire Kowloon 
peninsula, and the large island of Lantau and 
some 200 islets also came under the terms 
of the lease. There was disgrunilcmeni in 
Hong Kong that the territorial extension had 
not been ceded, and succeeding colonial 
governors, in 1905, 1909, 1921 and 1927, 
urged that steps be taken to convert lease 
into outright ownership [Welsh 1993.330]. 
But London, putting imperial relations with 
China above the local hankerings, refused 
to make any such attempt. 

The 1898 treaty by which Britain thus 
extended Us colony in no way invalidated 
the earlier treaties by which Hong Kong 
Island and the Kowloon tip had been ceded 
by China in perpetuity. But the colony’s 
own steady expansion, gradually making the 
New Terriloncs an organic, and ultimately 
indispensable, element of the whole came 
to mean that a re-sundering along Boundary 
Street (the name the only marker between 
ceded territory and leased) would be 
impossible; and thus the date of the lease’s 
termination came to be seen, by the mid- 


20lh century, as likely to entail the end of 
Bntish rule in Hong Kong as a whole. 

Through the first half of the century Bntain 
attached little importance to Hong Kong, 
indeed consideration was given moic than 
once to relinquishing the colony, or at least 
to surrendering the lease on the New 
Territories. Such suggestions came usually 
fmm the China desk m the Foreign Otlice. 
in 1919 Lord Cui /.on, then foreign secretary, 
dismissed one such proposal as "idealistic 
... impracticable” and “oui of the question” 
[Welsh 1993:366]. In 1941 the Japanese 
rendered such debates among the British 
inclevant by .sei/ing Hong Kong for their 
“Co-Prosperity Sphere”, and during the 
remaining course of the second world war 
the question for the allies became, would 
British rule be re-establishod after victory? 
As early as 1942 China pul forward a draft 
treaty providing for the surrender of the 
lease on the New Territories: Bntain agreed 
to con.sider the matter, but only after the war 
was won. 

Throughout the war there was strong 
American prcs.sure on behalf of Chiang Kai- 
shek’s China for Bntain to surrender Hong 
Kong. President Roosevelt was him.self a 
.strong supporter of ail China’s causes. 
Influential .support for such a conce.ssion to 
China and therefore to the US was advanced 
in the Foreign Office, which placed AngJo- 
Amencan unity on war aims high above a 
wish for Bntain to resume power over Hong 
Kdtig. The Colonial Office took the opposite 
view, arguing that Hong Kong should revert 
to China only in the context of a general 
decolonisation in the Pacific regiom, which 
would include relinqui.shment by the US not 
only of the Philippines but also of Hawaii. 
Winston Churchill, like Curzon before him, 
decisively opposed the proposal that Britain 
should agree to give up Hong-Kong. The 
Americans persisted, however. At the 1943 
Cairo conference Roosevelt, without 
consulting or involving the British, offered 
Hong Kong to Chiang Kai-shok as an 
inducement to concentrate on fighting the 
Japanese father than the Chinese cominimi^^ 


Economic aotl EoMMI '#401%", 
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Thtf mmer oifne ujl a|nitit at the Yaha 
(imteraice in February 1945, RooMsveii 
again prcNHini^ tot a British commitment to 
return the colony to China, Churchill again 
refusing 

By the tunc ol the Potsdum conference in 
July 1945, the US was represented by Harry 
Truman and the new president, cognisant of 
the Lorruptionol thcChiang Kai-shek tamily 
rule did not share his predecessor’s 
passionate attachment to the Chinese cause 
By then, however, the question had become 
pratln-dl rather than theoretical which of the 
vRionous allied forces would accept the 
Japanese surrender at Hong Kong and thus 
establish a claim to continue as the ten tiory s 
governing authority^ If the Chinese 
Nationalists were to take over Britain would 
eenainly never regain ihc colony and the 
new British loieign secretary, hrnesi Bcvin 
wa^ lullv alive to that danger linilatcial 
aciion by Bniain w is impossible oi 
ceitainly impolitic - since all British lorces 
in the bar East had been pul under Amencan 
command Bevm insisting in a manner that 
Chiang Kdi shek considered imperialistic 
domineering and unbecoming to a membei 
of the I nilcd Nations [Welsh 1993 429) 
won his poihi with Washmcion and Cicncral 
Mac Arthur was authorised lo irrange lor 
British lorces lo lake ihe suiicnder ol ihc 
Japanese in Hong Kong - in aiiangement 
which matched Mac Arthur sown prelcreni c 

A powcilul squadion of the Royal Navy 
steamed into Hong Kong harbour on August 
^0 I94S a fortmghi after Japan ssiirrender 
Bui the n i\ al commandc i found he had been 
torcsi died Ihe British Mag was already flying 
(wer Ihc colons and he was welcomed ashore 
h\ I British acline governor frankhn 
Gimson who had taken o\cr as lolonial 
secrciarv (the second highest officct in the 
admimsiialioni )usi befoic the Japanese 
invasion had sirodt out of captivity on 
learning ol Japan s suric ndor and m the best 
tradition ol the Colonial Service exerted 
simple moral authoniv to assert immediate 
control for the Crown browhciiing his 
erstwhile captors into accepting his orders 
1*1 ime Minister Attlee messaged his 
idnuration for Gimson s vigour and 
coinage in re-esinbhshing British rule in 
Hong Kong 

Thus It came about that at the end of the 
second world war when all of the othei 
leases and concessions extorted from China 
bv rival imjierial powers over the previous 
ceniurv hud been surrendered or revoked 
Hong Kong remained firmly in British hitndii 
And as Britain s imperial retreat in the 
succeeding decades saw the red eniscd from 
the atlas east of Sue/, its rule in Hong Kong 
was m continue unchallenged 

In the 1 mmcdiatc post-war years A mei lean 
prc^su^c tor giving the icrnrory back to 
Chiang Kai-shek's China was revived In 
March 1947 the American ambass,idor m 


London Uthihed the Bntlnh government that 
a date should be set tqr Britain ”gractouHly 
and generously to return the territory to 
China In Chungking (the KMT regime's 
last.and slipping fingertip mainiandcapital) 
the Amencan ambassador of fered his British 
oppositenumbci rhesamcadvice Butevents 
on the ground were working swt ftly to reverse 
that attitude 

Fi ARS Ol CuiNFsi Takf Over 

The People s Liberation Army completing 
a great victonouv sweep south of the Yangtsc 
from ns base in ihc north look Canton in 
October 1949 Hong Kong experienced a 
sudden heavy inllux of refugees from the 
mainland quadrupling the population to 
something like three million before the 
commumsi authoniics - to the relief ot Ihe 
colony s - dosed llic border in November 
There was apprehension in I ondon th i( the 
communists would iitcmpi to extend their 
conquest to include Hong Kong ind 
substantial Bntishtiooprcinfoicemcniswcrc 
sem lo make iht point ihai anv mempi lo 
sei/c ilic icrnloiv wi»uld be rcsisicd In the 
event Ihe PLA hilled ils adv mcc al the 
Hong Kong bordci Bnlish inisgn mgs ibout 
Ihc possibilU) of China s loicelul 
rcclamafion ol Hong Konc pcisisicd 
however and i lew years litct London 
dcmonsiiaimg iis new posl wai iracl ibil ly 
10 American stiaicgic imercsl promised to 
withdraw Briiish suppoit loi the PRC s 
assumption of C Inn i s UN seal in iciurn loi 
a nehuioiisuncleist i.iding that the US would 
regard Hong Kong as a )oim delcncc 
problem [Welsh 1993 4^0) American 
polu V had reversed when Chin i was lost 
to Ihc commumsis md Hong Kong hLcamt 
111 Amencan eves in invaluable oiiiposi foi 
espionage and dc si ibilisalion efforts igunsl 
Ihc governmeni now csi iblishcd in Beipng 
With (he Korcin wai iht US lonsulalc 
became an open idsance hast in Amctica s 
tonflicl with Ihc People s Republic and 
hugely expanded in 1953 n boasted lour 
consuls 20 vici consuls and a total staff ot 
115 The govcrnoi it the lime recalled I itci 
that he Knik a poor view ol ihc activiiie 
ol ihc consiilaic the laigcsi anywhere in 
the worJd woiking at enmty with the 
lawful governmeni ol mainland C hm i The 
ClAespeciallv he thought exiicmcly 
ham-handeJ and at one tunc we had to 
lake a very strong line to slop ihvm being 
so stupid’ 1 he counier-complaini was \ meed 
by the I ailed picsidcntial candtd<r(e I homas 
Dewey after a \ isit 1 he British he ie{H>rted 
were asenoushandicaptoiHinntefligcncc 
[Thcyl thwart cllorts hostile to Red China, 
which include American el forts aic*spionagc’ 

1 Welsh 1993 4401 

There was anxiety at the turbulent height 
ol Ihe Cultural Revolution that the tide of 
ladicafism in China might ^weepover Hong 
Kong, where there was some noting Had 


they decided to set/t the colony the Chinese 
might have cited a recent precedent tor the 
use of force by an Asian power to annex a 
residual impenal enclave, in India’s invasion 
of Goa in 1961 In the event, China made 
no move against Hong Kong and main¬ 
tained the critical watei supplies which, if 
cut off, would have made other intervention 
superfluous Recent evidence suggests, 
however that Hong Kong had a narrow 
escape Back in 1967’ a senior Chinese 
official recalls it was Premier Zhou Enlai 
who at the very last moment stopped the 
Gang of Four sending troops to Hong 
Kong ' 

Britain had been in January 1950 among 
the first governments to recognise the 
People s Republic (then holding its 
diplomatic relationship below ambassadorial 
level however to its later embarrassment) 
It was appreciated in London chat (he 
emergence ol Chinese military power with 
the esiahlishment of the new government in 
Bcipng meant that British ruL over Hong 
Kong could be maintained only so long as 
that was acceptable io China It followed 
that - until 1992 - Biilain took no steps in 
Hong Kong without giving lull weight lo 
the likely leaclum in Beijing That sensitivity 
lo China s wishes and tolerance was most 
marked when the British were considering 
allowing dcmocralic participalion in the 
governance of ilic tolony 

Phis was a long standing issue From the 
beginning ol Bniish rule iheic had been 
demands loini Hong Kong lor demociatic 
rights but those came from the tinv Bntish 
population there and looked in effect to the 
i siablishmcni ol untrammelled rule by 
ihemscivcsovei the ( hinesc who constituted 
the overwhelming ma|only Thus a petition 
lo I ondon it the end of the 19th century 
uied the common light ol Englishmen to 
in mage local aflairs - proposing a 
democratic .structure with an ciccioiate of 
some S(K) propertied white men within a 
population ot 2 11 OOOChincsc As the most 
loccnt historian ot Hong Kong Frank Welsh 
observes there was no possibility of a 
British government ullowingthc destinies ot 
nearly a quarter ol a million people to be 
decided by so small an oligarchy London 
decided that Hong Kong would be much 
heiicr i>ft left non deimicratic as a Crown 
Colony in which as lai as possible no 
distinction is madc'ot rank or race than under 
(a system ofj representation which would 
leave (he bulk of the population 
unrepresented [Welsh 1993 3111 

So Hong Kong s svsicin of governance 
continued unchanged inio the ZOth leiuui) 
ihc governor alone lesponsibie lo 1 ondon 
but served by twoesseiuiall v ad visorv bodies 
the Exci^utivc (’oiincii iLxco) and ihe 
LegtsiatiVCCouiicil iL egc o) In boihcounc rls 
there were unofficial members nominated 
by the g**vernor wiih a view to broadening 
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the cotiuminhy's reptcisentati^: ihe first 
Chinese was appointed to the Executive 
Council in the late l$20s, by a progressive** 
minded governor. Sir Cecil Clementi. The 
gales of change unleashed by the second 
worid war blew over Hong Kong too, and 
the first post-war governor, Sir Mark Young 
(who had also been the last pre-Paciftc war 
governor) conceived and announced plans 
for changes in the system to give "'the 
inhabitants... a fuller and more responsible 
sharein the management oftheirown affairs’*. 
That approach sat well with the commitment 
to decolonisation of the new Labour 
government in London; but Young* s renewed 
tenure was brief and when his successor, Sir 
AlexanderGrantham, took over in mid-1947, 
he applied the brake to the "Young Plan”, 
seeing a continuance of benevolent 
autocracy, exercised by himself, as in Hong 
Kong’s belter interest. The government in 
London continued seized with Young*s 
project, however, even al ter the conservati ves 
under Win.ston Churchill returned to power 
in 1951; and a modified version of Young's 
plan was approved by cabinet in 1952. "But 
before the new arrangements (for Hong 
Kong’.s governance] were made public, the 
governor [still Grantham| was visited by a 
delegation of the most prominent members 
of both councils with a plea that he should 
'stop this madness, which will be the ruination 
of Hong Kong'. They argued that there was 
'no real demand whatever* for extended 
representation, [but that that] had been 
pressed (on Hong Kong] by a 'doctnnaire* 
Colonial Office” [Welsh 1993:440]. 
Grantham fully agreed with the views thus 
expressed, and on his report to London the 
Young Plan wa.s quietly buried, and with it 
the chance of beginning to move Hong Kong 
towards u democratic form of government. 

At about this lime, early in the 1950s, it 
began to he appreciated in London that it 
would not he possible for Hiuig Kong to be 
set on the road to decolonisation that was 
to be followed passim in Britain's great 
retreat from empire. In the classical instance, 
the local population would gradually be 
introduced to the principles and practices of 
parliamentary government, under benign 
British tutelage, while an Anglophone 
educational system produced a native elite 
who could be relied upon to sustain the 
system - and familial relations with the former 
meitopolitan power-after independence 
was granted. In the case of Hong Kong one 
pre-eminent factor ruled out that approach: 
the Chinese veto. To Che government in 
Beijing - andjusiasmuchtothatinTaipeh - 
moves towards local democracy would entail 
demands for Hong Kong's independence, 
i e, its secession, and would therefore he 
intolerable. Since the British had recognised 
soon after China ’’stood up” as the People's 
Republic, that their continuance in Hong 
Kong rested upon Beijing's acquiescence, 
it followed that no democratisation could be 
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ventured unless such initiatives hadBeli^og's 
concurrence. 

Theoretical acceptance that Britain's right 
to stay in Hong Kong was finite did not 
become a matter of practical concern, an 
intimation of colonial mortality, until well 
on into the second post-world war period. 
There is some evidence to suggest that the 
ineluctability of transfer of sovereignty in 
1997 was first accepted by Edward Heath 
when he was prime minister in 1971. The 
context would have been the Heath 
government's desire to up-grade Britain’s 
diplomatic representation in Beijing from 
office of a chargd d’affaires to full 
ambassadorial status, thus accommodating 
to the tide of world opinion then beginning 
to turn in favour of Beijing, and against the 
interests, until then twinned and made 
paramount, of Washington and Taipeh. The 
Foreign Office at first entertained the hope 
that an ambassadorial exchange with Beijing 
could be negotiated without sundering 
Britain's residual diplomatic link with the 
KMT regime on Taiwan. It, and presumably 
Heath, were bluntly disabused when premier 
Zhou Enlai told this writer, in an 
internationally published interview in 1971, 
that there would never again be a British 
ambas.sador in Beijing unless Britain "cut 
off its tail”. The message was loud and clear, 
and it was promptly heeded by the Heath 
government. The consular office in Taipeh 
was closed, and before Jong the charges 
d’affaires in Beijing and London were 
replaced by ambassadors. 

If, as reported [Patnkeef 1989:128], Heath 
knew from 1971 that sovereignty would 
have to be transferred upon expiry of the 
lease, it seems likely that China's intention 
of reclaiming Hong Kong was made clear 
in the successful negotiations over raising 
the level of diplomatic rcpre.scntation, and 
that the Heath government bowed to that 
inevitability, and so informed Beijing. 
Further evidence for that conclusion may be 
.seen in the British reaction when the PRC, 
upon assuming the Chinese seal in the United 
Nations in 1971, made it a first item of 
business to have Hong Kong deleted from 
the UN’s list of territories due for de- 
coloni.sation (implicitly, independence), with 
the argument that it was not a colony but 
part of China that, as a result of a "series 
of unequal treaties which the imperialists 
imposed”, lay under temporary, adverse 
occupation by a foreign power; Britain did 
not oppose the deletion. Soon thereafter the 
Hong Kong government began to drop the 
word "colony” from its official nomenclature 
and vocabulary. 

So it appears that some false trails were 
uselc.ssly explored by successive British 
governments as the years ticked by towards 
1997, There was discussion between Hong 
Kong and London on the basis of hope that 
if the lease’s terminal date were simply 
ignored perhaps Beijing too might allow it 


to pms without eoninim or change. Mom 
seriously, it began to be hoped in London 
that the Chinese, while insisting m 
reclaiming sovereigmy, might be persuaded 
to allow Britain to continue to administer 
Hong Kong under what would in practice 
amount to an extension of the lease in both 
time (beyond 1997) and space (to include 
the ceded territory). In that aspiration 
appeared, not for the first time, a failure of 
historical empathy on the part of the British. 
For China the unfurling of the flag of the 
People’s Republic over Hong Kong, the 
reassertion of Chinese sovereignty, will mark 
and symbolise the end of a century and half 
of territorial annexations and humiliation by 
foreign powers - Britain prime among them 
- and the suggestion that the Chinese 
government might agree to an extension of 
the Hong Kong lease must have appeared 
in Beijing as absurd, if not insolent. 

DENCi-THATaiER’S JoiNT DeH.ARATION 

On the British side there was intensive 
debate on the que.stion ot whether or not they 
should raise with Beijing the issue of Hong 
Kong's future, one school arguing that the 
initiative should be left to the Chinese. The 
assumption in London and Hong Kong 
through most of the 1970s was that only the 
British were seized with the i.ssue of Hong 
Kong’s future, since the Chinese made no 
allusion to it. By 1979 those who argued for 
a British initiative had won their point and 
it was decided that the governor. Sir Murray 
Macleho.se, should bnng up the issue when 
he visited Beijing in late March that year 
(the first such visit ever). There were 
misgivings on the British side, even 
"trepidation” because, as one member of the 
mission put it, "we were moving into 
unknown territory” I Cradock 1994:166]. But 
as it turned out, the territory had in fact 
already been charted - by the Chinese. 
Maclehose and his party were wrong-footed 
from the beginning of their mission. 
Expecting ro have to work their way up the 
protocol ladder towards a final meeting with 
Deng Xiaoping, as is customary in Beijing, 
to their surprise they found themselves 
ushered in to that audience at almost the 
beginning of their official programme; and 
they were surprised again when Deng himself 
took the initiative and raised the question 
of Hong Kong’s future. 

Deng first made it clear that the 
fundamental issue was not open to argument: 
sovereignty over Hong Kong had always 
lain with China and would continue to do 
so. The exact date when China would resume 
the formal exercise of that sovereignty had 
not yet been decided by his government, 
Deng intimated; it might be before 1997 or 
it might be after. But, he went on, Hong 
Kong was going to be handled as ”a special 
region and a special question”. Hong Kong'^ 
capitalist system would not be chan^ when 
China look over but would be preserved ”for 
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a considerably long period of time between 
this century and early next century''. 
Therefore investors in Hong Kong could 
'*put their hearts at case*', and Maclehose 
should tell them so. As might have been 
expected, by then the Chinese had already 
fully studied the implications of the 
approaching expiry of the lease. A special 
team had been set up for the purpose; Deng 
had held talks with people from Hong Kong 
and had sent others from China to investigate 
on the spot. The essence of the Chinese 
approach to Hong Kong’s recovery had 
already been formulated in what the Chinese 
later described as a 12 point policy document.^ 
That was not di.sclo&ed to the Briti.sh then, 
however, and it appears that their first detai led 
intimation of what Betjtng intended came 
in September 1981 in adeclarationof China’s 
policy towards Taiwan, promising that after 
unification Taiwan would be allowed to 
retain its economic and political system 
unchanged 

It appears that the negative response on 
7'aiwan to the PRC’s approach, and other 
factors such as the establishment in 
Washington of the strongly KMT-supportive 
Reagan administration, then led Beijing to 
a fundamental shift in priority: if reunification 
with Taiwan had retreated over the time- 
hori/on that disappointment imparted 
urgency to the question of Hong Kong. 
There the expiry of the lease made 
reunification inevitable and, in the Chinese 
perspective, imminent. A calm reassertion 
of Chinese sovereignty that left Hong Kong 
to flourish undisturbed as a capitalist enclave 
of the motherland could demonstrate to 
Taiwan the genuineness and value of the 
PRC’s offer. When Edward Heath visited 
Beijtng in April 1982 Deng Xiaoping asked 
him directly whether Britain would co¬ 
operate in a settlement on the lines of 
Beijing’s “one country, two system.s“'rai wan 
policy, with Hong Kong coming under 
China’s reasserted sovereignty and run by 
a government compo.scd of Hong Kong 
people (Cradock 1994:171). (At that time 
theCKinese were amending their constitution 
with an article providing for the estabiishmcni 
of “special admini.strative region.s” which 
could be governed by laws different from 
those applying in the rest of the country.) 
London, then pre-occupicd with war over 
the Falklands, chose not to respond to that 
message (which was perhaps tainted in prime 
minister Thatcher’s view by Deng's choice 
of her disliked predecessor as messenger); 
and for some time yet Che British sustained 
the hope that 1997 might not have to mark 
the termination of their administration in 
Hong Kong, even if Chinese sovereignty 
had CO be acknowledged. 

The influence of the Falklands conflict on 
Margaret Thatcher, on her attitude to 
remnants of the British empire, to issues of 
Britain’s sovereignty«and tothe competence 
bf the Foreign Office, wassharply to impinge 

tfolidcaf Weekly June 10, 


on Britioh policy towards Hong Kong« then 
and later A visit to Beijing by Ttiatcher had 
been arranged, welt in advance, for autumn 
1982. From April to June in that year no 
issue other than the war to regain the 
Falklands from Argentina was admitted to 
the prime minister's attention; even after 
that war, “the thought of sticking a Hong 
Kong tile, llabclled] ‘Proposal to Divest 
Sovereignty over Hong Kong to Foreigners ’, 
under Mrs Thatcher's nose in her hour of 
triumph" was daunting to her officials and 
colleagues ICoiircIl 1993:701. When they 
finally brought themselves to it. after the 
Falklands victory service in St Paul's 
Cathedral, the pnme mini.sier opened the 
meeting with a strong argument tor standing 
fast on liic iniernational legitimacy of the 
treaties which had ceded Hong Kong Island 
and the Kowloon tip to Britain in perpetuity. 
Then, at this meeting at 10 Downing Street 
on July 28, 1982, were set out lor the first 
time the choices which a decade later would 
holly be argued in public Sir Percy Cradock. 
the ambassador in Beijing, conceded that to 
take a tough and adamant line against Beijing 
was pos.siblc and could yield short-term 
political rewards and .satisfactions; but he 
pointed out that the people of Hong Kong 
would have to pay tor that soon alter, since 
China could easily evict or extrude the 
British, however defiant their posture, and 
enforce the takeover on Chine.se terms. 
Better, then, he argued, to negotiate to 
extract I rom China the best terms available - 
the best, that is, lor the luturc of Hong 
Kong. The prime minister was unconvinced 
(Cottrell 1993 70-71). 

By the time she reached the Beijing 
.summit, her meeting with Deng Xiaoping 
on Septcmbei 24, 1982, China’s intcniions 
for Hong Kong had been elaborated in Beijing 
and unofficiully articulated in Hong Kong 
itself in prominent articles in the Chinesc- 
languagc picss. reflecting detailed official 
briefings ' Not only that, but on the very eve 
of Thatcher’s arrival, the Chinese spelled 
out their position to TlteDaily News, a major 
Hong Kong Hnglish-Ianguagc paper: The 
Chinese leaders will officially inform British 
Prime Minister Thatcher during their talks 
that China is determined to regain complete 
sovereignty over the New Territories, 
Kowloon and Hong Kong Island in 1997 
when the lease on the New Territories 
expires... thus concluding British rule over 
Hong Kong " The Chinese were not going 
to put anything on the table for bargaining 
purposes, the article went on, but would 
simply ‘notily Britain about the Chinese 
position”. As for the suggestion, floated by 
the British, that they would “retain the right 
of administration in exchange for yielding 
the right of sovereignty", that was “absolutely 
impossible.” iCotlrell I993J. 

In spite ol all that, the gist of which was 
summarised by Deng to Thatcher when he 
opened their discussion, in her rejoinder she 
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took her stand again on the validity of the 
two 19th century treaties which had ceded 
Hong Kong and the Kowloon tip to Britain 
in perpetuity. That, by ail accounts of the 
nmling, angered Deng and he did not 
disguise it. He took up her warning (in the 
context It would have sounded like a threat) 
that if there were no agreement between 
Britain and China the consequences for Hong 
Kong wiHild be “disastrous" with a counter¬ 
warning, equally an implicit threat: if sertous 
disturbances should arise in Hong Kong 
before 1997 then China “would be compelled 
to reconsider the timing and manner of the 
takeover.All that emerged from the 
meeting was an agreement to open 
diplomatic exchanges on the future of 
Hong Kong, with the “common aim of 
maintaining [its] stability and prosperity" - 
hat and a marked souring of the atmosphere. 
Thatcher intensified that by publicly 
repeating, in China and again in Hong Kong, 
her estimation of the inviolability of the 
Hong Kong treaties, “unequal" or not, and 
her belief that if a government repudiated 
one treaty, the value of its adherence to 
others must become questionable, thus 
seeming to impugn the PRC’s international 
tru.stworthiness. The Chinese responded in 
kind, and severe criticisms of Thatcher ahd 
Britain begun to appear in the Chinese press. 
Alarm spread in Hong Kong, reflected in the 
stock market and the value of the currency. 
The confrontation which Thatcher had 
brought about led a Bntish correspondent 
in Bcijing to observe, “Seldom in Bntish 
colonial hi.siory was so much damage done 
to the interests of so many people in such 
a short space of time by a single person" 
fCotlrcll 1993:94). 

In diplomacy as in war, no exercise is 
more difficult than a controlled retreat, and 
that IN what Britain now had to execute until 
11 arrived, as though of its own volition, at 
the position marked out for u by Beijing. 

So, after feelers, explorations, inis-starts, 
oracular assurances, misunderstandings, 
rows, and extensive diplomatic exchanges, 
the British side finally accepted that as from 
midnight on June 30, 1997 Britain would 
have no further role in the administration of 
Hong Kong, with China becoming from that 
hour the sole sovereign and administering 
power. From that point true negotiation may 
be seen to have commenced^ with the British 
side seeking, patiently and tenaciou.s1y, 
drawing on the best traditions of the Foreign 
Office - in a word, professionally - to obtain 
for Hong Kong and its ()coplc the strongest 
possible assurance that reversion to China 
would not entail the abrupt and forceful 
imposition ol an alien and repre.ssive regime, 
but could be accomplished without drastic 
change in their governance apd way of life. 
Beijing had already offered a.s much in 
general terms, it was up to British diplomacy 
to cement that offer into exact detail. And 
throughout the British side had to accept that 
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if they failed to win Beijing's acquiescence, 
China could impose its own schema for 
Hong Kong on July I, 1997. 

The details of the protracted negotiations 
in which the British side Heshed out, with 
China's agreement, the "second system" that 
would obtain in Hong Kong after it became 
part of "one country", need not be traced 
m this paper. An agreement was initialled 
in September 1984 and m December that 
year prime minister Thatcher returned to 
Beijing and in the Great Hall of the People 
signed with premier Zhao Ziyung, in ihe 
approving presence of Deng Xiaoping, the 
'Joint DeclunUion on the Question ol Hong 
Kong", which was duly icgistcrcd with the 
United Nations as a trcaiy 

The Joint Declaration at I irmed (hat C'hina 
had "decided to resume the exercise ol 
sovereignty over Hong Kong" Irom July I. 
1997, and that Briiain would "icsiorc Hong 
Kong" to the PRC on ihai date. The text, 
with its extensive elahorative annexes, 
amounted to a .SO^year giuiramcc by China 
ol noii-interterencc in the internal aflairs ol 
what would K*comc in 1997 ihc Hong Kong 
Special Administrative Region (HKSAR) ol 
the People's Republic. Those arrangements 
were to be codified by China in a "Basic 
Law" - in effect ihe HKSAR’s constitution. 

The Chinese ccniral government wiiuld be 
res|)on.sible only for ihc region's loreign 
relations and defence. The governmeni ol 
the HKSAR would be Ci>mposcd ol local 
inhabitants, and the chiet executive (replacing 
the governor) would b«* appointed “on the 
basis of clectumN or consultations to he held 
Iwally" Thai would be a signal democialic 
advance on British practice (and the basic 
law was to piovide lhai in laier years, in 
"gradual and orderly progress", the 
democratic principle would be extended with 
the "ultimate aim |ol| selcciion ol the chief 
executive by universal sullrage...", the same 
aimtoupplyto mcmbcrshipoflhc legislative 
council). The Declaration made explicit the 
application ol ihc “Iwo systems" maxim: 
'Ihcsocialist system... shall not bepiaciised" 
and "Hong Kong's previous capitalist 
system and lifestyle shall remain unchanged 
for 50 years". The mamienance ol civil 
liberties and political rights W'us pledged and 
specified: the Hong Kong dollai would 
continue as the currency and the region, a 
free port still, would be able “tm its own |u>l 
maintain and develop economic and cultural 
relations and conclude relevant agreements 
with states, regions and relevant intcf- 
nationai organi.sutions" 

The Chinese had sought to establish in 
Hong Kong a Joint Commission to oversee 
the closing years ot the transition period, 
something that the British resisted as likely 
to lead to emergence, in efiect, of a 
duiinivir;Hc Watered down. iheChincse idea 
emerged in the Joint Declaration as the Joint 
Liaison Group (JLC). This was, explicitly, 
‘'not an organ of |>owcr" hut a aminnttee 


to faciliute consultailon and the exchaiige 
of information, enabling the two side^i to 
"continue their discussions in a friendly 
spirit and to develop ihe co-operative 
relationship which already cxist{ed|../', and 
so work towards a smooth transfer of power 
in 1997 (Joint Declaration Annex II]. The 
British, who had found this "the most 
troublesome issue" in the negotiations 
(Cradock 1994:198], turned the proposal to 
their advantage by persuading the Chinese 
to let the JLG continue its work until January 
I, 2(KX) - thus extending Britain's official 
role, in at least a monitoring capacity, beyond 
the transfer ol sovereignty. 

The British government could reasonably 
- and did - regard the Joint Declaration as 
a signal diplomatic triumph. Prime minister 
Thatcher congratulated Cradock on "an 
excellent result - progress beyond all 
expectations" (Cradock 1994.2041. The 
Chinese loo gave every indication of being 
well satisfieci with so solemn and public a 
dcmonslralion ol their rciidincss to give full 
body to the spirit of their "one country, two 
systems" maxim. Indeed, years later the 
Chinese were to is.sue a remmdei that the 
Declaration was essentially "all iheir own 
work". In 1994 Lu Ping, who had been a 
member ol the Chinese team cnimsied with 
evolving policy on Hong Kong in the I97()s 
and was by then director ol the Hong Kong 
and Macao All airs Office, said lo an elite 
Hong Kong audience. "I want to emphasise 
lhai these basic policies (expressed in the 
Joint Declaration and laiei laid down in the 
Basie Law| arc not the result ol ihe Sino- 
Bnlish talks. They were, as a mailer ol hirt, 
laid on the* negotiating table by ihc Chinese 
Government iighi from the beginning" ' 
British accounts ol theexietulcd and arduous 
diplomatic process which culminated in the 
Joim Declaration olten fail to give lull 
rceognition to that underlying - and 
undeniable - I act 

The signing ol ihe Joint Declaration 
marked the high point in Sino-Bntish 
relations, and that agreement was to be 
faithtully embodied in the basic law. 
promiiigaied by Beijing in 1990. to govern 
Hong Kong's future status. 

Li'KKiNci Si’.srinoNs 

Beneath the handshakes and cllusive 
toasts that accompanied the celebratory 
lonnalisation ol the Declaration, however, 
there were ro.sorvaiions. even re.scnimenl 
and traces ol distrust, on both sides. In 
Britain, and especially among members ol 
the Conservative Party, there was some 
lecling that the governmem had cuu.se lor 
crnbarrassincm, even shame, rather than 
pride in that, whatever the diplomatic 
arrangements, the fact was that the people 
of Hong Kong were, unconsulted. to be pul 
under ultimate communist rule. Less openly 
expressed but widespread was the sense that 
Chinn was getting the best ol' the bargain, 


in receiving back tt vastly \veateby 
national city in return for the insignificant 
and barren island they had been forced to 
relinquish a century before. There was 
scepticism too about the value of Beijing's 
guarantee, suspicion that it might turn out 
to be "a scrap of paper". 

On the Chinese side there was, beneath 
satisfaction that the old ignominy of the 
"unequal treaties" by which Britain had 
annexed Hong Kong and extorted the lease 
was at last to be expunged, a ,suspicion, even 
an expectation, that the British would not 
keep their side of the agreement but would 
attempt to prolong their influence in Hong 
Kong, or even to wreak an injury on China 
that would outlast their departure. Such 
duplicity was perceived lo be in the nature 
of imperialism Moreover, in China’s 
historical experience the British, the 
dominant European power in the epoch ol 
Europe's Asian hegemony, had come to be 
seen as especially untrustworthy: Mao 
Zedong himself had warned that the British 
ruling class were "past masters ot 
machination and manoeuvre" [Yahuda 
1993:252). Precedents for what might be 
attempted were seen in the festering Kashmir 
dispute in south Asia and in the 
decolonisation of Africa-new states left 
stripped bare by their departing masters, 
could Britain be trusted not to leave Hong 
Kong’s exchequer empty? Deng Xiaoping 
had admonished the Chinese negotiating 
team, prior to the agreement expressed in 
the Declaration, "Watch those British lest 
they grab Hong Kong’s capital" (Yahuda 
1993:253 (. Chinese anxiety that the departing 
tenant would, so lo .speak, strip out the 
fixtures and destroy the carpeting before the 
landlord look over Ihe premi.ses in 1997 
underlay much ofthe dil I iculiy in negotiating 
ihc Joint Declaration. Cradock, patronising 
the Chinese misgivings on that score as “a 
primitive suspicion", noted with satisfaction 
that the Chinese had been reas.surcd by the 
end of the negotiations. Deng himself 
rcniiirking that they "had now come to the 
conclusion that, in the matter of Hong Kong, 
they could trust us" (Cradock 1994:2031. 
But some senior people on the Chinese side 
never shared that conlidence - and utter 
October 1992 they felt their suspicion to 
have been tulfilled. 

One area ol potential misundcr.sianding 
and disagreement could bq discerned in the 
Declaration il.sclf. Tlic iwo partic.s agreed 
that "in order to en.sure a smmnh transfer 
of government m 1997" the friendly co¬ 
operation which had produced the 
Declaration must becontinu^ in the imerim; 
and that beginning with the I990.S "there 
will he a need for closer co-operation, which 
will therefore he inten.sH'ied during that [tinai | 
period". But it was also declared that the 
British would continue to be solely 
responsible for the administration of Hong 
Kong in the interim; and to the British that 
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fismaif) absolute until (heir final midloight 
struck. Increasingly close cc^operation. 
entailing increasingly frequent and regular 
consultation* would obviously be necessary 
if both sides were to be prepared tor the 
hand-over in 1997, Ideally, indeed, the 
Chinese should be involved in the governance 
of Hong Kong before their full take-over - 
just as, in the case of India, for example, 
Indians had begun to play a full role in an 
interim government months before 
independence day, a pattern repeated in 
almost all British acts of decolonisation. 
Therefore the British insistence upon their 
right to preserve sovereignty unadulterated 
until the final moment, and their recognition 
that consultation to seek agreement would 
imply China's right to veto some British 
intentions, from the beginning, and markedly 
in the 199()s. pointed them towards breach 
of their treaty obligation to “close and 
intensifying*' consultation. 

Through the 198()s those antagonisiic 
undercurrents remained latent. Then came 
Tiananmen That act of violent repression. 
China's Pelerloo, was outstanding more in 
the accident of its live international television 
coverage than in its brutality, which had 
many equivalents at the time and has had 
more since. But it undid in a night all the 
international goodwill China had earned in 
Us post-Mao probation period, and seemed 
to throw a baleful light on what Hong Kong 
might expect atter 1997. The feeling within 
the ruling Conservative Party that China had 
got away with too much in the Joint 
Declaration hardened and becameentlamed. 
There were calls for repudiation of the 
Declaration - or at lca.si lor use of the final 
phase of colonial rule to introcliav fully 
democratic electoral procedures, even if that 
required unilateral action taken m detiancc 
of China, 

The text of the Declaration 
that even as late as 1984 Biitain 
no great importance to the establishment ot 
democracy in Hong Kong, a lack of interest 
largely shared in the territory at that time 
- “In Hong Kong, before the negotiations, 
democracy was rarety sought and scarcely 
heard or fCradock 1994:2261. Its on’v 
manifestation in Hong Kong's polity w . ^ 
election, from 1981, of a mini irity of mcnihci s 
to the distnet boards, the lowest level ot 
local government, and those changes had 
been introduced gratuitously, that is not m 
response to demands in Hong Kong. Noting 
that Hong Kong had been the most politically 
docile of colonies duringa haJf-century when 
in almasl every other British colony there 
were pressures tbrsclf-govcmmeni, a wc.stem 
sinologist goes on: “Peking's reminders to 
the colonialists and to the colonised that it 
did not want anyone demanding or getting 
representative government in the territory 
do not quite explain why this educated, 
literate and well-informed populace was 


never ttaliy interested in running its own 
community affairs and did as it was lold**; 
and finds in that confirmation of his general 
point that Chinese bourgeoisies would rather 
accommodate themselves to governments 
than get Involved directly in the struggle for 
political power (Jenner 1994:191]. 

The only references to elections in the 
Joint Declaration arc, first, in the provision 
that the chief executive will be appointed 
by Beijing “on the basis of the results of 
elections orconsultaiions to be held locally"; 
and, second, in the provision that the HKSAR 
legislature “shall be constituted by elections". 
Since “cleciioiis" were undefined, iho.se 
provisions were barely more than a sop to 
British domcMic opinion. Evidently, the 
British negotiators had to agree with their 
Chinese opposites that continuance of 
autocratic governance.hopefully benevolent, 
would still be appropriate for Hong Kong 
after 1997. The British, having to admit that 
dunng their colonial stewardship they had 
never considered it appropriate to introduce 
democratic lorms in Hong Kong, were hardly 
m a position to insist that China should do 
so on taking over. 

China’s original agreement, then, was lo 
leave Hong Kong lor 50 years much a.s it 
was in 1984 when the Declaration was 
signed - when ihere was almost nothing 
democratic about Hong Kong’s form ol 
g«)vernmcni. The only advances to be made 
in the direction ol democracy lay in the 
undertaking that appointment ol the chiet 
executive and members of the legislative 
council would in volvc some form ol electoral 
process and, more important, that Hong Kong 
people (infcrrcntially, Chinese) would 
constitute the government. 

The British pursued the issue of 
representative electoral pnK'cdtircs in Hong 
Kong, howcvei. and, in a protracted exercise 
in diplomacy (secret, as normal) persuaded 
the Chinese to re-open the subject in the 
period between signature ol ihc Joint 
Declaration and Beijing's promulgation ol 
ils Basic Law. The Hong Kong governmeni 
published a .senes of consultative documents 
introducing the prospect of gradual 
democralisation to public consideration. 

With Beijing’s acquiescence, first steps 
were taken in the later 1980s to introduce 
democratic elements into the electoral system. 
Plans were laid for establishment of 
“functional constituencies" lor seats in 
Legco, composed of leading members of 
trade and professional groups;** and for 
arrai\ging fora proportion of Legco members 
to be directly elected, that proportion to 
increase over lime. In I99L 10 of Legco's 
60 scats were to be directly elected, 15 in 
1995. Tlu'sc innovations, entirely contrary 
lo Britain'ji previous practice in Hong Kong 
and furtdamenially opposed to China's of 
course, were all accepted by Beijing. Thus, 
in this still timely afterthought. Britain 
succeeded in putting Hong Kong on to *1hc 
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democratic road", with Beijing's agieemenu 
and managed to put that road on an upwaitl 
gradient, .so thaf the dermicratic element in 
the polity would increase before 1997. 

The crux of that success^was Beijing's 
agreement, an expression or the “principle 
of convergence" which was now to become 
an essential element in all dealings between 
Britain and China over Hong Kong. With 
two separate and very different engineering 
enterprises engaged, so to speak, in building 
u bridge over a chasm from its opposite 
sides, it was essential that the two segments 
of their great arch should meet precisely in 
1997; the tolerance had to be fractional. 
Since the British had persuaded Beijing that 
the Joint Declaration need not mean that 
Hong Kong's polity had to be frozen and 
fixed from 19^ to 1997, it followed that 
any changes made to it by the British had 
to be not only acceptable to Beijing, but 
formally agreed. Adherence to the principle 
ot convergence implied that Britain had 
tacitly relinquished the right lo make 
unilateral alterations to Hong Kong's 
structure ol government. On the other hand. 
It also gave Britain a degree of influence 
over the airangemcnis the Chinese were 
making oi po.st-1997 Hong Kong “ a further 
opportunity of shaping the scene afler the 
transfer and ot ensuring that [political] 
evolution in the final year would .survive (he 
iransitions” JCradock 1994:218]. Thus, 
although law for Hong Kong, in practice 
there was consultation over it, the Chinese 
showing ihemsel ves willing to take the views 
of the British inio account. So “the principle 
oi convergence” would complete the bridge 
over which the “through train" would 
smoothly run in 1997. 

A tier Tiananmen a division began to appear 
within ihc British government’s inner 
councils, what the Chinese might call a 
“two-linc .struggle".’* On one side, among the 
politicians and reflected in much of the 
press, there emerged a school that itched for 
confrontation with China, for using the last 
years of power over Hong Kong to make 
grand gestures of democratic magnanimity 
in defiance of Beijing. On the other side 
there were the professionals in the Foreign 
Office, mostly China specialists, who had 
negotiated the Declaration, believed in 
Beijing's good faith, and took the realistic 
view that to introduce changes in defiance 
of China would not oni, be provocative but 
also futile - since such changes would be 
undone on July I, 1997 - and therefore 
deeply injurious to Hong Kong's hope for 
an undisturbed future. Both .schools agreed, 
however, that in the light of Tiananmen an 
attempt must be made to give further impetus 
to Hong Kong's pn>grcss towards demo¬ 
cracy so that electoral procedures would be 
more developed, and hopefully more .secure, 
by 1997. 

At this point the sinological pragmiUisls’ 
argument, ihiq no changes were worth 
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introducing in Hong Kong unless,Bdijing 
agreed them^ prevailed. Appreciating that 
theChinese leadership was feeling aggrieved 
about Tiananmen, not guilty, and that the 
open support extended to the Tiananmen 
demonstrators from Hong Kong had looked 
to Beijing like the sinister beginnings of 
subversion, it was appreciated in London 
that the Chinese mood would make 
negotiations to win further concessions 
towards democracy very difficult. It was 
decided to send Cradock, by now foreign 
policy adviser at 10 Downing Street, as a 
personal emissary from Thatcher to the 
Chinese leadership ''to open the case for 
more democracy in Hong Kong”. Since it 
was recognised that to put public pressure 
on China on this - or indeed any - issue 
would be to court failure, Cradock's mission 
was kept secret. spite of al 1 the difficulties, 
it was very successful. 

The earlier negotiations had produced 
agreement that elections due in 1991 would 
provide 10 directly elected places in Legco’s 
total of 60 seats, increasing to 1S in the next 
round, due in 1995. The British now aimed 
to elevate that gradient to provide at least 
20 directly elected seat.s in 1991, going up 
to perhaps 25 in 1995. Cradock describes 
what happened: 

The Chinese were tough and unyielding. 
They did not understand and deeply mis- 
trusted our wish to double the number of 
directly elected seau in 1991... They remind- 
ed me that there had been an understanding 
on that point, which should not be overturned 
by sudden nuctuation.s of opinion in Hong 
Kong. They saw such changes as related to 
(the Tiananmen incident] and, as .such, 
particularly suspect, in fact a sign of a 
conspiracy uv exert pressure on China 
ICradock 1994:231]. 

Cradock understood that he was not encoun¬ 
tering mere intransigence but rather the 
expression of the "profound suspicion on 
theChinese side of western-style democracy 
as a force for political change and instability, 
even chaos” (a suspicion shared in other 
Paciftc*rim states, it may he noted). He also 
was admonished with a grave warning that 
if the British should choose to act unilater¬ 
ally in this matter China would simply 
reverse such changes in 1997. There would 
then be no *throu^ train” (i e, a legislative 
council elected in 1995 to continue without 
change or interruption through the 1997 
junction): instead there would be ”big trou¬ 
ble”. Cradock’s efforts were only the open¬ 
ing move in an extended diplomatic exercise 
which had to involve numerous exchanges 
at foreign minister level, in what later be¬ 
came known as "the seven letters”. “ The 
outcome was a further achievement for 
Britain, and advertisement for the potential 
of skilful, private diplomacy. The Chinese 
agreed to increase the number of seats to be 
directly elected in 1991 to98; to 20 in 1995, 


to 24 in 1999, and to 30 (half of Legco) in 
2003. 

The concept of the "through train” was 
made explicit at thi.s stage: "ITJhe Chinese 
side agreed that if the formation of the 
legislative council in 1995 accords with the 
stipulations in the basic law, the membership, 
after confirmation (by] the preparatory 
committee, can then constitute the 
membership in the first legislative council 
of the Special Administrative Region” 
[Beijing Review, November 6, 1992]. The 
catch, as was later to be appreciated, lay in 
the need for "confirmation by the preparatory 
committee", a body which was to be 
constituted by China. Would Legco members 
such as Martin Lee, whose new United 
Democratic Party had won 14 of the 18 
directly elected seats in 1991 on what 
amounted to a separatist platform and who 
at the time of Tienanmen had called for the 
overthrow of the Chinese government, be 
confirmed in office?Or would their electoral 
legitimacy be held to be vitiated by their 
"subversive” activities? The political future 
of Martin Lee and his party colleagues after 
1997 was to become a matter of high concern 
to the British and Hong Kong governments, 
in the writer's view misplaced. In discussions 
in Beijing in May 1993 senior officials 
indicated that they saw Lee's as a trivial role 
in the great drama of China's reclamation 
of Hong Kong, and that what he said and 
did after 1997 would decide his future, not 
what they saw as his demagogic tactics prior 
to that date. 

Cradock and his colleagues in the foreign 
office seasoned their high satisfaction with 
their achievement with the recognition that 
with it they had reached the end of that road, 
on which Beijing had erected the sign, "Thus 
far and no farther." 

Another consequence of Tiananmen was 
the reopening of the vexed and invidious 
issue of immigration into Britain from Hong 
Kong. Reacting to the consequences ot the 
absent-minded or at least unthought-out 
immigration policy which in the 1 95(h began 
tp turn Britain into a multi-racial society, a 
series of govemmenis had methodically 
closed the country’s doors against further 
mass intluxes; in the course of that they had 
excluded the Hong Kong Chinese, who were 
progressively deprived of their earlier right 
freely to enter Britain to exercise there the 
"right of abode”. Tiananmen strengthened 
and embittered the feeling in Hong Kong 
(almost exclusively, it must be said, among 
the anglophone elite) that Britain was 
throwing to the communist Wolves many 
who deserved a better fate. Immediately 
after Tiananmen the governor, Sir David 
Wilson, took that message to London, 
proposing that to meet the fearful 
apprehensions of many in Hong Kong the 
right of abode in Britain should be re¬ 
extended to all Hong Kong residents who 
held British passports - aibout half of the 


colony population of six mitiion, Cridoek 
reports thmThatcher^s reaction was sharp - 
and he tends towards understatement 
[Cradock 1994:235}, The suggestion that 
her government could permit Chinese 
immigration on such a scale must have left 
her with the tmpres.Hion that Wilson had 
been so Jong involved in sinology and d^ing 
with the Hong Kong question as to render 
him insensitive to domestic political realities. 
(For some lime before this the prime 
minister's office had been registering 
complaints agaiast Wilson from some leading 
British business houses in Hong Kong, 
alleging that he was not sufficiently 
committed to their commercial primacy.) 
From that moment, it appears, Wilson’s 
tenure foreshortened, a decision that 

was to have momentous consequences. 

Paiten’s Audacity 

Beginning in 1971 British governments 
had changed the nature of their appointments 
to the Hong Kong governorship. Until that 
year the governors had been drawn from the 
cadre of the Colonial, later Commonwealth 
Office. Appreciating that until 1997 the 
dominant issue concerning Hong Kong must 
be its approaching reversion to China and 
that therefore relations with Beijing would 
be the key factor, the British government 
turned to the Foreign Office and its China 
hands to fill the governorship. Maclehosc, 
Sir Edward Youde, and Wilson were 
successively, from 1971 to 1992, ot that 
distingui.shcd ilk; and when Wilson was 
appointed in 1987 the prospect was that, like 
his predecessor but one, Maclehosc (Youde 
had died in office), he would serve two five- 
year terms and thus see Hong Kong through 
to its reversion. 

There was a corollary to Thatcher’s 
conclusion that Wil.son should be replaced; 
the decision that his successor would come 
not from the Foreign Office stable of 
sinologist/diplomats but be of another breed 
entirely - he should be a politician. The 
thinking behind that was igtuitive rather 
than logical. One strain looked back to 
Britain* s successful exit from another colony, 
Rhodesia, which, despite the trauma of a war 
for independence, had been eased into birth 
as Zimbabwe by the robust but emollient 
midwifery of Christopher Soames, a 
Conservative Party grandee who served as 
the last governor there. Another element in 
the chinking behind that decision, it may be 
inferred, reflected the nagging Conservative 
resentment that somehow the Chinese were 
getting away with too much in Hong Kong, 
and that the blame for that lay on the foreign 
office-which, with reason, Thatcher blamed 
for disastrous inattention to Argentina’s 
intentions towards the PalkUnds. A 
politician, one unencumbered with any 
speeiai knowledge of or feel for CMiui and 
the Chinese, might also be healthily ignorant 
of the protocol of the kowtow and therefore 
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be i^ed ufien to loihoOtioeie** 

for aohaofe. Tlieiieciaion to ropliK^e Wilson 
with a politician did not go unchallenged. 
Cradock, still the prime minister's foreign 
policy adviser, warned of the complications 
that such an appointee would be likely to 
create.'^ George Walden, a Conservative 
member of parliament with a Foreign Office 
background as a China and Hong Kong 
specialist, also warned when the prime 
minister asked for his advice on the choice 
of a replacement for Wilson, replying: 
"Whoever it is... don't send a politician. In 
Hong Kong we are in the classic British 
position of having responsibility without 
power, and It would be wrong to promise 
things we are in no position to deliver" [The 
Daily Telegraph, February 25. 1994J. 

Wilson was left in post until the wheel of 
political fortune in Britain turned up his 
successor. John Major, on his election to the 
prime ministership after Thatcher's ouster 
in November 1990, saw no reason to 
reconsider his predece.ssor's decision that 
Wilson should be replaced, and with a 
politician. The general election that fol lowed 
before long solved for Major the problem 
of choosing a successor governor. The 
Conservative campaign had been organised 
by Chris Fatten, a close colleague and 
personal friend of the prime minister. As 
party chairman Patten had directed a 
campaign of .such vigour - his opponents 
would have added "and deceit"-that it 
confounded all expectation and saw the 
Conservatives returned to office for a 
remarkable fourth successive term. Patten’s 
triumph would have been complete but for 
the electors of Bath, his own constituency, 
who had turned him out of parliament. Major 
therefore did what a Tory predecessor had 
done in 1877. made purely political 
appointment, [and] awarded [the Hong Kong 
governorship] to a former Tory MP as a 
consolation prize".” Wilson was promptly 
withdrawn to make way for Patten. 

Chris Patten, then 48, was of a genus not 
as common in Britain, and certainly not in 
the Conservative Party, as in the US: a 
lifelong, professional politician. He had gone 
straight from Oxford University to the party 
as aresearcher, ahd thereaftersteadily worked 
his way up to cabinet office, in which he 
had served as minister for overseas 
development (which gave him the 
opportunity to spend a few days in Hong 
Kong), then of the environment. The patty 
chairmanship, which followed, was 
something of a crown of thorns, and but for 
his defeat in Bath Patten would certainly 
have gone on to hold one of the gieat offices 
of state, home, defence or the foreign office. 
From such an elevation the prime 
ministership itself might well have come 
within his readi, His constituents haddashed 
thosebrightprospect$,andlhenational mood 
made it apparent that to arrange a by^loctton 


to enable him to letuni to the hoit^ of 
commons would be to invite asecond defeat, 
however safe the chosen seat might look. 
Hius the Hong Kong govmorship must 
have appeared to Patten as a golden 
opportunity to begin re-building a broken 
career, on new, international lines. 

As well as that opportunity - a moment 
in history as **Thc Last Governor”'^ - and 
a very high and almost tax-free salary the 
post presented its incoming incumbent with 
a sharp political dilemma, perhaps a moral 
one. The accomplishment of Hong Kong's 
smooth transfer to Chinese rule would 
demand scrupulous observance, in spirit and 
in letter, of the Joint Declaration, and 
increasingly clo.se liaison with the Chinese. 
But for Patten to pursue such a course of 
policy would have been to continue the 
approach of his three predece.ssors, and thus 
open him, as it had them, to criticism and 
sneers about kowtowing from Conservatives 
and their journalistic spokesmen. An added 
factor was that as a demonstratively devout 
Roman Catholic Patten would have had 
religious reinforcement for ideological 
animus towards Beijing’s communists. 
Furthermore, the political context of his 
appointment was the government’s desire 
for change in at least the style ot its dealing 
with China, so it would have been difficult 
for Patten to avoid feeling that he was 
being put into the lists as the champion of 
Hong Kong’s future rights, to joust with 
Beijing. A seductive,even Mephistopheiian, 
vision of such a combat is set out in one of 
the books that Patten is most likely to have 
consulted in his crash course of reading. 
Jan Morris’s Hong Kong: Epilogue to 
Empire. Writing in her deepest imperial 
purple, Morris wonders in conclusion how 
"bravely" the British will leave Hong Kong, 
asking: "Will they go the whole hog, defy 
the principle of convergence, ignore the 
Basic Law and set up an assembly with a 
majonty, at least, elected by direct universal 
suffrage?" To do so, she trumpets, would 
be "a last justification for the idea of 
imperialism itself’; and even if Britain's 
last-minute good works were undone 
immediately aftertheir departure, they would 
"at least add a sad majesty to the aesthetic 
of empire" [Morris 1993:306-07]. 

Contrary warnings greeted Patten in Hong 
Kong: "Do not be seduced into thinking that 
Hong Kong wishes, or will benefit from, a 
more confrontational style of government in 
these fading days of British rule. There are 
people who still wish that Hong Kong could 
have indefinitely remained under British 
administration, that the Joint Declaration 
had never been signed and the Basic Law 
never enacted,... who are urging you to fight 
now for the ground they feel was lost to 
Britain a decade ago. But itine cannot be 
reversed, and Hong Kong should not be a 
battleground... Do not be lured into fighting 


tb^ imaginary and belated battles of those 
who cannot or will not accept present 
realities" [Window, July 3, 1992). 

Certainly Patten would have km>wp that 
he would be free to set his own course in 
Hong Kong. Traditionally governors had 
been allowed full rein: in his case, as a 
former senior minister with direct personal 
acce,ss to and the trust of the prime minister 
he could reasonably feel himself practically 
a plenipotentiary. 

The first the Chinese learned of the 
intentions of the new governor was when 
they were informed, two months after he 
took office and two weeks before the opening 
on October 7 of the legislative council's 
1992-93 session, thatin his inaugural address 
he would be unveiling a package of 
constitutional reforms, of which they were 
then told the gist. Beijing asked urgently that 
there should be consultation before the 
announcement: the British refused [Wf/ufow, 
March 4, 1994]. Perhaps' the point of no 
return was passed with that refusal. It is 
possible that if Patten had chosen the path 
of persuasion he could have extracted from 
the Chine.se some further concessions 
towards increasing the gradient in electoral 
representation previously agreed and encased 
in the basic law. Negotiations with such a 
purpose would no doubt have been very 
difficult, Beijing clearly feeling by then that 
the maximum po.ssible concessions had 
already been made. But if Patten, presenting 
himself as the last governor and so bearing 
special responsibilities, had sought a 
relationship of frankness and mutual trust 
with the Chinese, he might well have been 
able to persuade them of the common 
advantage that would flow from their 
allowing him something more. That he made 
no such attempt but chose the path of 
confrontation can only have been the 
expression of a measured decision that Hong 
Kong’s interests - and perhaps his own - 
would best be served by challenging Beijing, 

That he certainly did in his inaugural 
gubernatorial address to the legislative 
council. His proposals for change fell into 
two sections. In the first, exercising his 
executive authority to the full, he listed 
radical alterations to Hong Kong’s 
constitutional structure for immediate 
implementation, for example ending the 
previous overlapping mem^rship of Exco 
and Legco: that, and oti.;^, changes tended 
to give the legislative council a markedly 
more significant role in governance, with an 
equivalent weakening of the executive, that 
is the governor. In the second, he announced 
his intention to change the system that would 
apply for the 1994 (local) and 1995 (Legco) 
elections. The voting age was to be reduced 
from 21 to 18; there were to be single-seat 
constituencies for direct elections; and there 
was to be a structural change to the functional 
constituencies, transforming those.designed 


EceiKKiil^ Weddy lune 10. 199S 


1391 



to tot^lodc about 1.00.000 elite voters, into, 
tu eOocu mass popular electorates of timi 
1,7 million - u 4:lcar and signiitcant step 
towards universal adult franchise, 

Patten argued that his reforms were not 
a breach ot the Joint Declaration. They clearly 
did not *'go the whole hog*\ as Jan Morris 
and others had urged, and openly flout that 
treaty; but ii] the context of the protracted 
and intensely detailed Sino-British 
negotiations by which previous electoral 
arrangements had been agreed. Fatten \s 
unilaterally produced and defiantly 
announced ^Veform package" could not have 
been taken in Beijing as anything other than 
d t'undamental challenge. It could not be 
denied that he had flagrantly broken the 
British governmcni’s commiiincni to 
im:rea,slngly close consuliaiion with Beijing 
- a commitment which had been formally 
reconfirmed only the previous year in the 
agreement on construction of u new airport, 
which declared: "Both governments wish to 
intensify consultation and co-opcraiion over 
Hong Kong issues in the approach to June 
30. 1997". The assurance in Patten’s speech 
that his rctorms were "proposals" and would 
"require serious discussion with Peking" 
wus meaningless, since it was implicit that, 
in the Iasi re.sori, the reforms would be 
instituted whether Bei jing agreed wiih them 
or not - as m due course they were, in the 
teeth of China's funous objection. The 
principle of convergence had been Hung 
aside 

Arguments advam ed by Fallen and on his 
behalf, that the newlypolitt^ (jaimosphere 
of Hong Kong made prior consuliaiion with 
Beijing invidious for Britain, that hts intended 
alteration^ did not breach the texts of 
agreements, were besides the point. He had 
deliberately challenged Beijing, presumably 
on the calculation that China’s desire lo 
achieve a smooth transition would he so 
.strong as to induce it to let the gage lie where 
he had thrown it down, doing no more than 
bluster.Bui for the Chinese to do that 
would have been to leave political 
developments in Hong Kong in the intenin 
to the disposal of the British govcinment. 
or to the will of an ambitious politician. So 
those with expcnence ot China's approitch 
io international issues hearing on its 
sovereignty and territorial integrity knew 
what lo expect. a.s. certainly, did those who 
had participated in the negotiations with 
Beijing on the question of Hong Kong. The 
by then retired Cradock. for instance, asked 
urgently for a meeting with prime minister 
Major us sium us he learned of Patten’s 
intentions, and used the interview to warn 
of the dire prediciahtlity of the CJnnese 
reaction; h^ followed up with u long letter 
pointing lo the dangers to Hong Kong and 
to interests there, and in China at 

large,lhat lay in confrontation with Beijing 
lYahi^a 1993:262^63|. His warnings were 


tgnoieii. aiidCradodtiKiofi public with 
his criticism of Patten’s policy, btxoming 
a Cassandrian chorus in the ensuing drama 
- and bringing obloquy upon his own head 
in consequence. 

The Chi nesc reaction to Patten ’ s challengc 
was explosive. His reforms were denounced 
as contrary to the Basic Law as well as 
breaching the spirit of the Joint Declaration. 
Patten himelf was crudely abused in the 
Chinese press, that giving him a marked, 
though temporary, moral advantage of which 
he made much."* In Beijing’.s reading. 
Patten' s actions .signalled a reversal of policy 
by the British government, substituting 
challenge for co-operation, with the implicit 
threat that if the Chinese objected the pnee 
would be paid by them, in the economic 
destabilisation ofHong Kong-the strangling 
of the gtHiso lhat laid golden egg.s. To the 
Chinese. Patten’s declared dedication to 
advancing democracy masked the intent to 
raise to positions of power a rearguard group 
of "proxies” who would extend Britain's 
infiuence beyond 1997, "What is Iheessence 
of the political reforms put forward by Chris 
Patten7", asked a quu in a Beijing lournal, 
with the answer: "To create obstacles for 
Hong Kong’s smooth transition, and realise 
the Bnlish objective of exercising influence 
in Hong Kong after 1997” Kong 

Monitor, June 1993). 

When tempers cooled "talks about talks" 
were opened, in form between the British 
and Chine.se governments but in lact with 
Fatten, off-stage, deciding the British line 
The context meant, however, that agreement 
could not be reached without one side or the 
other being seen to back down. China could 
not do that without reversing the central 
policy lollowed since Mao Zedung 
proclaimed in 1949 that, having "stood up”, 
China would never again bend ihe knee lo 
a foreign power - and Hong Kong is the last 
is.sucon which Beijing could .show llcxihility 
that might domcsticaHy be construed as 
feebleness. On the other side, Patten could 
not withdraw or neuter his proposals without 
confessing error and thus aborting his new 
career us champion of democracy, hailed at 
home and praised abroad. And, even il Ihe 
result ol Patten’s initiative were a 
confrontation with China tar sharpier than 
anything the Cabinet had envisaged, the 
prime mthistcr could not withdraw support 
from the governor without bringing upon his 
own head condemnation for betrayal of Hong 
Kong’s aspirations for democracy, and for 
letting down a fnend. The talks broke down. 

In ihc po|emic.s between Patten and the 
Chinese the governor easily won the plaudits 
of the western press. The instinctive 
assumption, applied whenever the PRC 
comes into conflict with another government, 
that Beijing mu.st be in the wrong, came into 
play. Patten’s personal style, open, intormal 
and relaxed, served him well, enabling him 
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belief that he was trodifutly ihe 

i.ssuc as being one of fret ehx*tiom. and that 
Beijing was seeking to "ng"' Hong Kong’s. 
In the ready ai^Iause for Patten the Chinese 
rejoinder that the electoral arrangement now 
spumed by Patten as "rigged” had been 
worked out and agreed in close diplomatic 
consultation with the British government 
(and had introduced a strong "pro- 
democracy” party in Legco in 1991) went 
unheeded, as did their assertion that what 
wa,s at issue was not electoral arrangements 
but Britain’s observance of treaty 
commitments. In u marked failure of analyis. 
journalists in Britain and the US. with no 
more than one or two exceptions, accepted 
Putter’s argument and self-justification, 
giving him unwavering support and often 
fulsome praise in what has been described 
as "ft primitive litany: democracy good, 
governor good. China bad” (Cradock 1994J. 
The reporting of the Hong Kong-based 
Bnlish journalists wa.s egregious in this 
regard. Their susceptibilily lo the 
manipulative skills of the governor and 
gullibility when it came to the tendentious 
interpretations ol Chinese siaicmcnis 
advanced by his otficials left their copy as 
slavish to a line as that ot their colleagues 
on Xinhua, Perhaps partly in consequence 
of that credulous journalistic unanimity, the 
house of commons also extended consistent 
support for Patten, from all parties: only in 
the house of lords was his policy criticised, 
the former Hong Kong governors Maclehose 
and Wilson leading a trenchant choms. 

Patten extended his energetic public 
reunions efforts far beyond Hong Kong. Of 
his visit to Washington in 1993 it was 
observed, "Not since ... Corazon Aquino's 
triumphant visit in 1986 has an east Asian 
leader been received in the US capital with 
such admiration and affection” [Far East 
Economiv Rt'view, May 20, I993|. A later 
visit to Australia was markedly less 
succes.sful. prime minister Keating showing 
an unusual scepticism about the value and 
motives of the governor’s policy (although, 
curiously, the Au,stralian foreign minister 
publicly supported it). Those forays 
ainfirmed Beijing’s suspicion that Patten 
was seeking to internationalise an issue that 
in China’s view was essentially, and must 
remain, strictly bilateral with Britain. 

To get negotiations started again was 
difficult, but they were opened in Beijing 
late in 1993, with both sides saying they 
sought a way out of the impasse, in form 
the negotiations were bilaterak the Hong 
Kong government not being a participant: 
in fact, the Briti.sh negotiating strategy was 
generaJledby Patten from Hong Kong. Again, 
agreement was unattainable short of 
retraction and public retreat by one of the 
two side.s, and after 17 fruitless rounds of 
meetings Patten cut ofTthe process and began 
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to imrodkit^ lefotni^ ils logiditfioti. With 
that Bdjlitg Counted the period of political 
co^^opeiation with Britain at an end, and 
annouTkced that it would regard as invalid 
any legislative council elected on the basis 
of unagreed changes in the electorate, and 
would stand it down in July 1997. New 
elections would then be arranged on the 
basis agreed with Britain before Patten's 
appointment. 

The hope of a smooth transfer of power, 
with the political structure of Hong Kong 
continuing as a 'through train*’ past 1997, 
which both Britain and China had once 
cherished, was dashed. Co-operation in the 
full range of other matters, administrative, 
financial, and economic, became strained, 
with the Chinese now believing that in Britain 
they had not a partner in a common project 
but, as of old, a devious and hypocritical 
antagonist. (They may have found 
consolation in the reflection (hat the power 
equation which obtained at the opening of 
the British chapter in Hong Kong had now 
been reversed, with the PRC emerging-as 
a potential superpower and Britannia 
apparently sinking, economically and 
socially, beneath the waves that once she 
ruled.) ♦ 

Outstanding among the issues that became 
intractable in the new atmosphere of mistrust 
and recrimination was the project to build 
a new airport off Lantau Island, involving 
a huge task of ci vil engineering and demands 
for funding on a scale which would be a 
significant factor in Hong Kong's budget 
well beyond 1997. There is clamant need 
for an airport to replace the narrow perch 
on the harbour-side, approachable only at 
alarming roof-top level, which at present has 
to accommodate the intense international 
demand for landing slots in Hong Kong, and 
Beijing accepts that. But when governor 
Wilson announced the plan for the new 
airport - as part of the post-Tiananmen 
confidence-rebuildingexcrcisc - theChinese 
saw in it another instance of a failure 
adequately to consult, and suspected that the 
HKSAR would find itself in 1997 with an 
incomplete project and/or heavy debts lo 
service or repay. In Beijing "the airport was 
seen as a means by which British companies 
would be enriched and Hong Kong's treasury 
emptied” (Cradock 1994:238]. This issue 
came to encapsulate the key contradiction 
in the British government's approach. It had 
committed itself to consultation on major 
issues, especially those that would run over 
1997 and thus affect the budgets of the 
HKSAR; but in the Chinese view that 
commitment became meaningless - and 
deceitful-'Unless it implied that when Beijing 
had what it felt to be grave and reasonable 
grounds for objection those would be given 
^11 weight Thus, honest implementation of 
Britain’s commitment to consult meant 
accepting Beijing* s last-resort right to veto 
* but that amounted to a dilution of the 
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sovereignty Britain waa determined to 
maintaiii absolute undl the final midnight, 
f n the glotv of mutual confidence generated 
by the successful negotiation of the Joint 
Declaration that profound conflict of 
interpretation remained latent, but It emerged 
sharply in the context of British plans for 
the new airport. The Chinese complained of 
Britain’s unilateral moves, its failure to 
consult, its “insincere attitudes”. They 
pointed out theimplication of “consultation” 
as they saw it: the British, seeing that as 
amounting to a demand for a generalised 
right of veto over major Hong Kong decisions 
in the transitional period, dismissed it as 
irreconcilable with their responsibility for * 
administering Hong Kong throughout that 
interim. 

After intensive and vexatious negotiation, 
involving another secret Cradock mission to 
Beijing, agreement on the airport project 
was reached in June 1991, The Chinese used 
those negotuitions to lever prime minister 
Major into visiting Beijing, .signifying the 
easing of the international hostility that 
Tiananmen had brought upon China. The 
Memorandum ol Understanding (MOA) 
which Major signed in September 
reconfirmed, as noted above, the parties' 
obligation 10 “intensify consultation and co¬ 
operation ovci Hong Kong issues in the 
approach to June 30, 1997”; but still the 
British were, so to speak, keeping their fingers 
crossed behind their backs, with the unspoken 
reservation that such consultation entailed 
no obligation on them to reach agreement. 
(At that stage they certainly did not envisage, 
however, an outright refusal to consult at all, 
as was to be the case with Patten's reforms.) 
That the Chinese were by now aware of the 
likely emptiness of the British commitment 
to “consultations” is shown in (he text ot the 
MOA, with repeated emphasis on the need 
for “consultations in the spirit of co¬ 
operation” and - at last - an explicit right 
of veto for China on financing lor any 
additional airport-related project straddling 
June 30, 1997 

The Chinese obtained in the MOA British 
commitments to specified financial limits 
concerning not only the airport project but 
also the condition in which the Hong Kong 
coffers were to be left in 1997 - “the fiscal 
reserves to be lelt for the HKSAR will not 
be less than HK % 25 billion”. As for the 
airport project itself, the Hong Kong 
government was bound not to incur debts 
exceeding HK $ 5 billion without Beijing's 
agreement. By mid-1994 the British had 
persuaded Rcij ing to increase the latter figure 
to HK $ 23 billion, and it appeared that a 
reconfirmed airport agreement would mark 
the firstsignificantpost*Pailcn breakthrough. 
Then it transpired that what Beijtng had 
regarded as an agreed, secure cap on the 
airport project’s borrowing requirements at 
HK $ 23 billion was not that at all, since 
the British expected to add to it further 
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borroiving by two quasi*goVernmciital 
agencies and tegan to aigue that variations 
in interest rate should affect the level of the 
cap. Ui Ping commented in August that if 
the British persisted in complicating the 
issue “it may never be possible to solve the 
problem”. The British approach on this issue 
suggests they believe that China is in the 
losing position: that if Beijing does not 
accede to British requirements they will 
simply leave China in 1997 to deal with the 
dangerous inadequacies of the present airport, 
with works off Lantau Island barely begun 
and a financial muddle to match. ITial attitude 
bodes ill for Sino-British relations in general, 
a.s well as for the airport project. 

From Hong Kong’s point of view, the 
prospect after Beijing committed itself to 
annulling the results of elections held on the 
basis of the Patten reforms was for one local 
election, I994's, and one Legco election, 

1995's, to be conducted on a more democratic 
electorate, to be followed two years later by 
the dissolution of the Councils thus elected 
and new elections, on the previous system 
but under Chinese auspices. The hope of a 
near-imperceptible transition in 1997 was 
gone, and in the meantime there would be 
little or no political co-operation between 
the outgoing and* incoming authorities. 
Indeed Beijing let it be known that it would 
deliberately build up its representation in 
Hong Kong into a shadow, even rival, 
administration. To that end, a Preliminary 
Working Committee was established in the 
summer of 1993, with 50 members 
comprising senior PRC officials and leading 
business and professional people from Hong" 
Kong, chaired by foreign minister Qian 
Qichen and with Lu Ping as secretary-general. 
The committee's role, explicitly, was to 
prepare for the takeover, and it approached 
its task by organising five subgroups, to deal 
with the political structure; economic affairs; 
security and .social welfare; culture; and 
legal matters. Patten instructed the Hong 
Kong government to withhold co-operation. 

In sum, stability and an agreed democratic 
element in governance, through and 
increasing after the transition, had been 
exchanged for instability with an increased 
democratic element for a mere two years, 
1995 to 1997, with uncertainty thereafter. 
Such was the outcome of what one Bntish 
critic described as Patten's “high-risk policy 
of unilateral, public confrontation”.'^ 

Apparently hoping still that Beijing might 
blink and retract its formally declared 
intention to dismantle all bodies elected under 
Patten’s unilateral modifications, the 
governor introduced his constitutional 
legislation in two packets, separated by some 
months. In the first, in February 1994, he 
put before Legco the minor changes which 
in the 17 rounds of discussion the Chinese 
had indicated that they might regard as 
acceptable if the British side withdrew their 
radical intended constitutional changes. 

1393 



Those were passed without difficulty. But 
when, three months later, he put to the vote 
the remainder of his package, the membershtp 
of Legco showed itself sharply and equally 
divided: on the crucial amendment the 
governor's side won by a single vote. When 
it is noted that that narrow victory was 
achieved by (he three tied votes of the 
government's official members and vigomus 
deployment of all the pressures at the 
governor’s disposal, it may be considered 
a moral defeat for Fallen, reflecting the 
misgivings and even distrust which had by 
then to an extent replaced the confidence and 
popularity he had originally won in support 
of his challenging approach to Beijing.^ 
Shortly before this Legco, in an action 
without precedent, had voied to censure the 
governor for “high-handed and supercilious*' 
behaviour. 

Having already anathematised all Patten's 
constitutional intentions Beijing .saw no need 
for rc-emphasis on the passage of the 
legi.slation, simply reiterating that it would 
be undone m July 1997 by the .standing 
down ot the municipal councils, the district 
hoards and Legco pending new elections. 
Against that Patten could only aver that, 
come 1997, Beijing would be likely to shrink 
from openingthc restored Hong Kong’s new 
chapter by demolishing its c.stablished 
repre.scntational system. The Chinese 
ambassador m London. Ma Yu/hen, 
addressed that hope in a letter to (he house 
of commons foreign affairs committee, 
writing: “You may be aware ol a prevalent 
view expressed by some senior British 
officials-that they do not believe China will 
(in 1997 disband and then) re-establish Hong 
Kong’s three-tier c(»uncils, lor fear of 
international pressure. May 1 say that (hey 
arc grossly mistaken it they really think .so.” 
To oblileraic any vestigial traces of 
confidence in Patten’s prediction that Beijing 
would flinch from tulfillmg it.scommitment, 
the National People’s Congress of China 
enacted into la\s m August 1994 the 
termination of all the elected elements in 
Hong Kong’s tHility, that act to come into 
effect on June 30. 1997. Faced with that 
definitive pronouncement, all the governor 
could reply was that the Chinese would then 
“have to explain themsci ves lo the si x million 
people of Hong Kong” [ Tfw Daily Telegraph, 
September I, I994I. 

Before thatthcrc had been some indications 
that both Patten and the Briti.sh government 
wished to undo some ot the damage done 
to Sino-Bntish relations: Patten negated a 
proposal to establish human rights 
monitonng agencies in Hong Kong which, 
in some formulations, would have been u 
’ watchdog” over developments not only in 
Hong Kong alter 1997 but also inGuangdong 
and Beijing. An invitation for the junior 
foreign office minister, Alastatr Goodlad, to 
visit Beijing in July 1994 was extracted from 


the Chinese, but ended in a very 
demonstrative snub when Lu Ping declined 
to meet him. So far as Hong Kong was 
concerned there was nothing left to discuss 
on the political level, the Chinese explained. 

It IS likely that both sides will continue 
on the collision course set by Patten, so that 
elections are held in Hong Kong on the basis 
of his reforms, producing in September 1994 
district boards and in 1995 a legislative 
council both of which in China’s view will 
be illegitimate. China’s wish to achieve a 
tranquil rc-assertion of sovereignty has not 
dimini.shcd. however, that is as much in its 
evident national interest now as it was in 
1984. The Chinese arc thercloic exerting 
themselves to reas.sure the people of Hong 
Kong that ihey have no reason for 
apprehension that iheir system ot governance 
will be changed after 1997, deletion of 
Patten’s modifications apart: and that the 
guarantees of the Joint Declaration and the 
Basic Law will be faithfully observed. 

China’scciurseofactiontnlhcinienm will 
be to develop a govemment-in-wailing, so 
that come July I, 1997 there will be no 
rupturing or dangerous hiatus of 
administration, hut a smooth progression to 
immediate fresh elections on what Beijing 
secs as the ircaiy-toundcd pre-Paitcn basis. 
It is expected that in 1996 China will name 
Ihechiel executive-designate forihc HKSAR, 
heir-apparcnt to the governor - and Britain 
will have no .say in that choice If Patten is 
allowed lo continue in office, as he says he 
intends, it will be Beijing’s policy to 
marginalise him as much as possible - when 
Lu Ping visited Hong Kong in May 1994 
he rebuffed the governor’s .suggestion of a 
meeting with the excuse that he was “too 
busy". If Patten stays to the very last he will 
no doubt be treated in the midnight 
ceremonies on June 30, 1997 with the cold 
hostility and minimal lormal civility that 
met him when he went lo Beijing after he 
had laid out his challenging reforms, and he 
ushered aboard the first possible flight out 
ot (he Hong Kong Special Administrative 
Region of the People’s Republic. He might 
decide on a Cindcrclla-likc exit just before 
midnight, thus denying the Chine.se the 
opportunity to humiliate him in their histone 
moment ot inumph; but that, while in one 
way perhaps pre.scrving his dignity, would 
also underline the sharpest accusation of his 
critics - that he picked a quarrel who.se 
consequences mu.st be faced by others. 

Since the three tiers of governance erected 
in Hong Kong on the basis ot Patten's 
reforms will have lapsed with the stroke 
o* midnight, Beijing will then immediately 
set about implementing its'arrangement.s 
for new elections, in a critical glare of 
international publicity which could only 
make the Chinese less tolefant and more 
apprehensive about political elements they 
sec as subversive. 


ft seem doMbcfiil that soeft a conclusion 
to Britain’s Hong Kong chapter could in 
cool evaluation be judged to “add majesty 
to the aesthetic of empire”* however Jan 
Morris’s gnomic phrase is interpreted. The 
aim of British policy before Patten became 
governor was to sec the Joint Declaration 
implemented to the letter so as to achieve 
a smooth transfer of power, with Hong 
Kong's sy.stem of semi-democratic 
governance developing and its legal system 
and administrative structure continuing 
unchanged under the returned sovereign. A 
harmonious and increasingly co-operative 
run-up to the moment of transfer was crucial, 
so that the British could depart on cordial 
terms with China, with the Joint Liaison 
Group left to continue its work, supervisory 
and to some degree protective of Hong 
Kong’s system, until the end of the century; 
and .so that China would have every 
inducement scrupulou.sly to implement the 
hands-off policy to which it had pledged 
itself in the Joint Declaration. Instead of that, 
and in direct and ineluctable consequence 
of Patten’s actions. Beijing will from the 
first day of its resumed sovereignly have to 
involve Itself in the political life oi Hong 
Kong - as indeed it will be doing from now 
until 1997, as the Preliminary Working 
Commiliee lakes on increasing stature as 
government-in-waiting. And when in 1996 
Beijing names the first chicl executive of 
the HKSAR the relegation of ‘The Last 
Governor” will become undeniable. 

The prospects for Hong Kong’s reversion 
to China warrant the conclusion that Bntain 
has bungled its demission ot power, 
nullitying the promising start it made in 
1984. Thai the course ot confrontation with 
China was chosen with a clcar-cycd 
acceptance ol its likely outcome .seems 
doubtful, it IS more likely that the government 
found Uselt bound to the Patten policy 
because of the circumstances in which that 
was evolved and pronounced. An 
appointment in which there arc elements of 
patronage and cronyism iscspecially difficult 
lor a government to unmake, and when 
national “face” is also involved the retracing 
of carclos.s steps becomes possible only at 
unacceptable political cost. The presidential 
.system in the US permitted president Clinton 
to perform an undisguised about-turn when 
it t^camc obvious that to deny China most¬ 
favoured-nation status would injure his own 
country a.s much as it would damage China: 
the long-term consequences of Patten’s 
policy promise to be injurious to both Britain 
and Hong Kong, hut for John Major to 
execute a U-tum by replacing the governor 
and reversing his policy woulil endanger his 
prime ministership. 

The analysis offered here points to 
blunder rather than design being at the root 
of the Sino-British confrontation over Hong 
Kong. But. it has to be asked* would the 
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Bntifth fsc^emmem aHow itself to be beM 
in such a sdf^iiijtinous posture by reason 
solely of an injudicious act of political 
patronage? Are the policy formulation and 
inoplememation processes ih Whitehall and 
10 Downing Street so susceptible to error 
as to produce, and leave uncorrected, a 
situation evidently contrary to the material 
national interest? Or ts there another 
dimension of motive which, taken into 
account, would provide an explanation 
showing British policy to be more rational? 
The Chinese would answer that question 
with an emphatic affirmative. 

In the view from Beijing, a change in 
British policy towards China and therefore 
on Hong Kong, expressed in Patten's 
appointment, in his actions and in London's 
consistent support for those, look place in 
the context not of Tiananmen but rather of 
thcdi.sintegrationof the Soviet Union. Taking 
Us line on policy fundamentals from 
Washington, as it had through the second 
post-world war era, the British government 
tound in the victorious-seeming end of the 
cold war reason to refocus its view of the 
People’s Republic. Considerations about “the 
enemy's enemy" being “a friend" could now 
be put aaide. While western capital was 
already greatly profiting from Deng 
Xiaoping’s open door reforms, those were 
also beginning to project ageopolitical futuic 
in which u Chinese superpower, still 
communist, a mon.sier Cuba, would have to 
be accommodated In that uncomfortable 
context, opportunities to destabilise China 
should not be neglected: among the earliest 
comments from the Chinese side on Patten's 
reforms was that they signalled the intention 
“to use Hong Kong as a bridgehead for the 
entry of western-style demcKTacy intoChina" 
[Observer, December 6, I992|. 

From Beijing's point of view, that meant 
the intention to subvert their system, with 
evident implications of dcstubilisalion and 
the threat of disunifying China, perhaps 
disintegrating it as had happened with the 
Soviet Union. Hong Kong had in the recent 
past frequently acted as the forward base tor 
seditious attempts, whether by Sun Yat-sen 
again.st the Qin empire or by the US and 
Chinese Nationalists again,/t the PRC. Beijing 
suspects that *1hc West" (meaning here the 
US acting with a compliant and like-minded 
Britain) means to reactivate Hong Kong into 
that former role after 1997, and that what 
Patten has been doing is preliminary to that 
purpose. (The construction of a very large, 
high^security and fortress-like consulate 
building for Britain's use after 1997, in 
implementation of a Thatcher decision, is 
mn conduct veto the calmtngof such Chinese 
apprehensions.) That scenario was summed 
up soon after Patten revealed his reforms by 
Zhou Nan, Beijing's de facto "high 
commissioner" in Hong Kong: *The British 
expect China to follow the former Soviet 


Union and undergo similar changes; thus 
they are prepared to repudiate the Sino- 
British agreements, extend colonial rule in 
Hong Kong after 1997 through their agents, 
turn Hong Kong into a semi-independent 
political entity, and even attempt to influence 
the political situation in China" [Nan 
1993:10). Evidence to prove or disprove 
Beijing's belict that "the Patten provocation" 
was in that way pt)licy-driven ai ihe deepest 
level is not likely to be available for years, 
if ever. 

Peaclril Handover? 

Speaking in the hou.se of commons in 
October a Laboui member, Allan Rogers, 
described the state of Anglo-Chinese 
relations over Hong Kong in lhe.se words: 
"We arc bogged down politically, 
commercially land) legally and ... seem to 
be up a blind alley in a morass ol had faith, 
bad tempers and lack of trust " He went on: 
“Something has gone disastrously wrong, 
hut It is no gcHxl simply blaming theChinc.se". 
That realistic perception was by no means 
widely shared, however, the British press 
continuing unanimously and stalwaflly 
supportive of governor Patten, taking its line 
from him or the government, us usual in this 
context. The government evinced no 
appreciation of the seriousness ol the breach 
with China. The foreign secretary. Douglas 
Hurd, thought that relations with Beijing 
had fallen not imo“a lrost",only n “coolness", 
and expected 1995 to sec "a rekindling of 
warmth"; meanwhile he declared again his 
“utmost faith in Chris Patten's cncigy and 
dedication."'^ Replying to Allan Rogers m 
the Commons the foreign minister, Allan 
Goodlad, echded what Patten had been saying 
in Hong Kong. “Wc wish lo draw a line 
under our differences with China over the 
constitutional issue" 

Those who were hearing whal the Chinese 
were saying and watching what was 
happening in Hong Kong had a picture wholly 
contrary to ihai described by the British 
spokesmen A member of the Preliminary 
Working Commiiice (PWC) wrote in 
November, confirming the Rogers view, 
"The once co-operative Sino-Briiish 
relationship has been replaced by animosity, 
undermining mutual understanding and the 
spirit of compromise” {Window, November 
11, I994|. The depth of the animosity felt 
by the Chinese towards Britain and Patten 
could be read between the lines of olficial 
statemenis, and was expressed openly in 
private conversations. Britain was seen as 
having done irreparable injury to China, out 
of a calculated determination to extend its 
influence m Hong Kong after 1997 and 
intention to take advantage of Beijing's 
putative internal difficulties in the post-Deng 
era expected to have begun by then. 
Comparisons were made with the Americans 
who, faced with the failure of their human 


righis/MFN linkage, genuinely "drew a Unc" 
and returned to normal relations, and with 
the French, who cxpres.sed regret over their 
sale of fighters to Taiwan and promised not 
to repeat it. The British, on the contrary, 
were seen to be protesting a wish to co¬ 
operate while pursuing in Hong Kong the 
opposite policy, unilaterally creating "facts 
on the ground" which the successor 
government of the HKSAR would have great 
difficulty in undoing. The only line Patten 
drew in practice lay between his officials 
and the Preliminary Working Committee 
which China had created to substitute for the 
intensifying co-opcration which the British 
had promised but now denied. 

By the end of 1994 the PWC had begun 
to grow into its full weight. The airy and 
.sometimes contemptuous Bntish dismissals 
("a talking shop for pro-Bet)ing yes-men") 
that had greeted its establishment in 1993 
died away, leaving only Patten’s defiant 
refusal to allow his civil servants lo have 
any lormal contact with it. The "Preliminary 
Working Committee for the Preparatory 
Committee of the Hong Kong Special 
Administrative Region", to give its full name, 
can be .seen as the first institutional expression 
of Beijing’s conclusion that Patten's 
"reforms" were not aberrational but 
cxpiesscd a reversal in Bnti.sh policy that 
would not he undone but rather extended, 
in the optimistic ycsierycar of 1984 ii had 
been expected that the Joint Liai.son Group 
would he the means of maintaining “the 
friendly spirit and developlmgj the co¬ 
operative relationship" which then existed. 
Bui I n the absence of the “close co-operalion", 
inlcnsilying during the 199()s. that Britain 
had promised in the Joint Declaration. China 
had to make unilateral preparations for the 
resumpiion of .sovereignty - or face the 
prospect of assuming responsibilities for 
which It was unprepared The timetable set 
in the Basic Law being inviolable, the creation 
of the Preparatory Committee which is to 
he established by Beijing in 1996 to prepare 
for the takeover, choosing the chief executive 
lo replace the governor and making all final 
arrangements, could not be brought forward. 
But a three-year hiatus before 1996 would, 
in the climate of non-cooperation introduced 
by Patten, enforce a perilous haste upon the 
Preparatory Committee when it is set up. 
The PWC was created lo fill that gap The 
PWC, again, is explicitly “not an organ of 
power". It IS funded by the Chinese 
government and its full meetings arc held 
in Beijing. Slightly more than hall of its 60 
members are distinguished Hong Kong 
Chinese (with one Hong Kong Englishman. 
Sir David Akers-Jones, a former scnioi 
official and acting-governor) Its bnel is to 
study the problems of the transition and 
make recommendations so that when the 
Preparator)' Committee comes into existence 
It IS not confronted with a blank sheet. 
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Some of the PWC’$ work concerned 
with the minutiae of the transition, for 
example the question of colonial 
nomenclature. Pragmatically eschewing the 
example of other inheritors of colonial power, 
the PWC’s cultural subgroup decided that 
no attempt should be made to erase '*the hue 
of colonialism*', and names like ^'Queen's 
Road" should not be changed. The Queen’s 
birthday public holiday should be transposed, 
however, to China’s national day. In October 
the political affairs subgroup addressed itsel f 
to the most serious problem: the legislative 
vacuum that will be created on July 1,1997 
in consequence of the de-railing of the 
"through train". 

By enactments of the National People’s 
Congress of China (NPC), the legislative 
council will be dissolved at the moment of 
transfer of power. Beijing has committed 
itself to Legco's early replacement through 
elections conducted on the constitutional 
basis agreed with Britain before Patten’s 
appointment and unilateral amendments; but 
organisation of .such elections will take time, 
and how will Hong Kong be governed in 
the interim? By the chief executive, acting 
with the Executive Council? By the NPC, 
through a standing committee? By the 
Preparatory Committee? None of those 
would be in the spirit of the Joint 
Declaration’s commitment to a government 
"composed of local inhabitants" and partially 
elected on an agreed democratic basis ~ and 
all would create the opening for Britain and 
other outside powers to criticise Beijing. 
The PWC’s recommended solution is the 
creation of an interim legislative council, its 
60 members to be elected, like the chief 
executive, by the 800-membcr electoral 
college to be set up by the Preparatory 
Committee in 1996. 

The interim Legco would come into 
existence about six months before the take¬ 
over, giving it time to get organised, on an 
informal basis, before it assumes office on 
July I, 1997. Its term will be set by the 
timing of the post-transition elections, and 
PWC members have indicated that it should 
not have to be more than a year. Some of 
hs members may be chosen from the Legco 
that is to be formed on the Patterned basis 
in 1995 - and of course the more of those 
who are included the greater the semblance 
to the wrecked "through train". The Basic 
Law contains no provision for such an interi m 
legislative body, of course, and if the 
Preparatory Committee acts on the PWC’s 
recommendation and sets one up there will 
be charges, already rehearsed in Hong Kong, 
that China is acting in breach of its 
agreements. There is in fact, however, much 
weight in the PWC’s claim that the 
establishment of an interim legislature will 
not breach ibe Saaic Law or the agreements 
which th^ reflected, but rather fill a breach 
in it made by Patten. China had agreed 
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before Patten came on the scehe that ’If the 
formation of the legislative council in 1995 
accords with the stipulations in the Basic 
Law" it would, after confirmation, continue 
in existence through the transfer, hecoming 
the first Legco of (he HKSAR. Nothing had 
been put on record about the alternative 
eventuality, unthinkable pre-Patten:- that (he 
Legco elected in 1995 and sitting at the hour 
of transfer would have been elected on a 
basis that had not been agreed with China, 
and therefore did not "accord with the 
stipulations in the Basic Law*’. The PWC’s 
recommendation of an interim Legco 
addresses that anomaly. 

While China thus makes its own 
preparations for the transfer of power, Patten 
continues to demon.strate that he has no 
intention of quietly maintaining the status 
quo. as Beijing sees his obligation to be. 
Instead he is exercising his great powers to 
the full, so as to leave on the Hong Kong 
polity an imprint of further relonns that will 
be more difficult to undo than his tlrst set. 
An anonymous diarist in the weekly pro- 
Beijing journal Wutdow used a matrimonial 
simile: "Since 1984 Britain has acted like 
a guilty father trying to bribe his son into 
forgetting past neglect. London .sometimes 
seems to be hoping that once the divorce is 
final and custody has changed, Hong Kong 
will then nag China for more treats and 
compare the new parent unfavourably with 
the old"''* - and rebel, he might have added, 
when some "treats" are found too costly and 
have to be withdrawn. What else, he asks, 
could explain "this flurry of belated 
enthusiasm for Hong Kong people’s 
democratic rights, this frenzy of grandiose 
infrastructure spending...?" 

Among the governor’s innovations is an 
old age pension scheme, a step towards 
creating a welfare state drawn up and 
announced without any gesture towards 
consultation with Beijing. The .scheme can 
be implemented barely two years before 
the transition, giving it time only to root 
itself deeply, perhaps irrevocably, before 
the HKSAR has to start footing the bill. 
In a notable speech to senior managers in 
November, Zhou Nan, Beijing’s leading 
official in Hong Kong, addressed that 
issuc.^" While China too wished the poor 
and the old to he taken care of, he said, 
a responsible government had to consider 
the cost to taxpayers, to budgetary balance, 
to Hong Kong’s free market economy, of 
such innovations. Implicitly, he criticised 
Patten for "casually transplant! ing] acostly 
Buro-socialist pay-as-yoU‘*gU concept to 
Hong Kong without prudently raking into 
consideration simi lar western programmes’ 
long-standing track record of grossly 
underestimating liabilities and grossly over¬ 
estimating funding projections". He cited 
a recent World Bank report which had 
described "the crisis the world is facing for 


falling eo fUliy fund ito pension tillb{UYiea*^ 
The CHmese had, in fact, foreseen exactly 
this contingency, and had warned Britain 
against it at the highest level. When the 
then British foreign secretary. Sir Geoffrey 
Howe, went to Beijing in 1984 for the 
signing of the Joint Declaration Deng 
Xiaoping met him and listed five areas in 
which action or inaction by Britain could 
destabilise Che transition. Among them was 
this: "Wc hope that the British Hong Kong 
authorities will not increase wages and 
pensions at will, because such rises would 
add to the burden of government of the 
future Special Administrative Region".^' 
Howe "gave his personal assurance that the 
prudent management of Hong Kong would 
be maintained" (Cradock 1994:203]. 

That speech by Zhou Nan, the first he 
delivered in Hong Kong in English, 
requites a close reading as a full, though 
sometimes coded, statement of China's 
approach in a countdown that, in their 
perception, has moved beyond non-co- 
operation to the actively inimical. (Zhoj, 
the complete mandarin-commissar, is 
intensely disliked by those in Hong Kong 
on the governor’s side, and he is roundly 
abused in the British and pio-british Hong 
Kong press as an "extreme hard-liner", dour 
and unyielding in negotiation; in tact, he 
provides an intriguing counterpoint to 
Patten, just as relaxed and open in private 
meetings, jocose and witty, and able, in his 
perfect English, to air wide literary and 
political erudition.) 

Zhou warned the gathering of Hong Kong 
businesspeople that the system by which 
they so greatly prospered was in danger of 
being undermined politically and 
economically by the purposeful actions ol 
the outgoing government: "Wc are seeing 
disconcerting signs of attempted changes, 
proposed in the name of lofty causes. These 
will definitely have .serious negative impact 
on the future of Hong Kong". He pointed 
to moves to "illicitly change the executive- 
led political system outlined in the Basic 
Law into a legislative-led system"; to 
sacrifice the long-established low tax policy 
the continuation of which the Basic Law 
requires in favour of "a massive spending 
package" - "Drastically expanded benefit 
payments and benefit commitments are 
being offered in the disguise of a free meal 
...[hut] the price of the future SAR 
government bdng forced to live beyond its 
means would be budgetary imbalance, tax 
hikes [and] reduced financial market liquidity 
which will resultinercKled foreign investors* 
confidence". 

The irony of the situation as Zhou presented 
it is rich. On the one hand a Chinese 
communist calling on business people to 
scrutinise "every spending move made by 
the authorities, cither in cash or in terms of 
commitment," lest those undermine Hong 
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Kong*s sysumi; on the a 

British Hiaicherite politician,, at home a 
loyal member of a government that was an 
avowed enemy of the welfare sure no 
friend of civil liberties, transformed into 
an activist social democrat and using the 
absolutist powers of the governor's office 
to introduce policies the opposite of what 
he had practised and preached in Britain. 

Patten’s position in Hong Kong is 
weakening so far as political support is 
concerned, and it appears that his personal 
popularity has markedly diminished - 
informality and street-side flesh-pressing 
have staled, and there is strong public 
criticismof hisfrequeni holidays andforeigo 
travels. He justifies his wide international 
travel with the explanation that he is 
promoting the interest of Hong Kong, but 
there is evidence to suggest that his efforts, 
expressing hostility towards the PRC, may 
in effect undermine confidence abroad in the 
HKSAR. For example, in a recent speech 
in San Francisco he said the assurances he 
had given about Hong Kong's future stability 
and prosperity *1ast until midnight on June 
30, 1997”. After that, he told his audience 
of leading American business people, "You'll 
want somebody else to tell you what 
happens”. His further remarks strongly 
implied that Hong Kong's "decent and 
civilised way of life” would come under 
threat in 1997/- Patten's critics in Hong 
Kong have called on London to withdraw 
him, and some rare voices have been raised 
to that end'in the British press. But so long 
as he continues to enjoy the support of prime 
minister Major he is "unassailable”, to use 
the adjecti ve applied to Tory ministers when 
such support becomes questionable. 

Patten's office energetically trailercd his 
gubernatorial address to open the Legco 
session in October as one in which he 
would make peace with China, and won 
the usual gulled headlines on reports of his 
speech proclaiming his "olive branch”. In 
fact what he offered was more a sprig of 
nettle. He apparently believes that in his 
confrontation with China tiipe is on his 
side: "Failure to reach agreements becomes 
manifestly more a problem for the incoming 
SAR government and forChina”, he thinks, 
"the closer wc get to June 30, 1997” {Far 
Eastern Economic Review, October 13, 
1994]. Accordingly, beneath rhetorical 
offers of co-operation, and indictments of 
China for what he presents as their refusal 
to respond ("co-operation is a two-way 
street’*) Patten is clearly bent on the full 
exercise of his powers, without the 
hindrance that genuine consultation with 
Bbijing would impose. Thus while in his 
speech appearing to open the door a crack, 
to some informal and low-level contacts 
with the PWC, only hours later he had a 
warning reminder circulated to civil 
servants, that they were not to take part in 


any of the FWC’s formal activities. And 
his other promises, of co-operation from 
1996 with the chief executive-designate 
and the Preparatory Committee, were no 
more than his masters in London are treaty 
- bound to give. 

The prospect must be for steadily 
worsening relations between Patten and the 
Chinese - andthcretorebetween Britain and 
China - through the countdown, at the time 
of writing approaching the 900 days figure. 
That the airport agreement was signed in 
October was not a swallow presaging 
.summer, it merely showed that Britain in 
some circumstances would bend to meet 
Beijing^ There is no indication that the 
British government is worried by the quarrel 
with China, all its statements on the 
confrontation over Hong Kong arc marked 
either by self-delusion or by a nonchalant 
acceptance that enmity with Beijing is the 
entailed and foreseen cost of a purposeful 
policy which will be pursued to the end, 
June 30, 1997. If it should change its line 
again, is there a course of extrication? 
Perhaps, for a brief period, there is. Suppose 
the appointment, as acting governor, of a 
senior Chinese Hong Kong civil servant - 
the name of Anson Chan, chief secretary, 
has been mentioned in that context; 
postulate a strong hint from^he executive 
that if so inclined Legco might consider 
repealing the hill Patten forced through its 
reluctant processes last summer, and it 
doing so before the elections due in 1995. 
Those elections could then be held on the 
basis originally agreed with Beijing, putting 
the through tram back on the rails. Then, 
a last grand gesture, more consonant with 
the dignity of empire than the petty Parthian 
arrows advocated by Jan Morns, China 
might be told that Britain proposed to 
appoint the chief executive-designate as 
truly "The Last Governor”. Thus the 
through train would be given a through 
driver, and Hong Kong could, as originally 
hoped, run smoothly through the transition, 
Patten's buffers by-passed. But such a 
denouement would require, first, the 
resignation or withdrawal of Chris Patten 
(Jonathan Dimbleby could rename his 
project "The Second-Last Governor”), and, 
more than a U-turn, a "bootlegger’s turn” 
by the British government, the violence of 
which would probably sec John Major 
unseated and which therefore he could not 
attempt. 

Appendix 

The text of Deng Xiaoping's statement to 
Foreign Secretary Geoffrey Howe in 1984 
follows: 

1 We hope there will be no weakening of 
the Hong Kong dollar. What is the right 
amount of its supply? Its sound credibility 
is based on the abundant reserves which 
exceeds the amount issued. This situation 


should not be altered. 

1 We agree that land leases, as tong as 
they expire within 50 years after 1997* may 
be granted, and the British Hong Kong 
Authorities can use the income thus 
generated. But we hope that it is spent on 
Hong Kong’s capital construction and its 
land development, not on its administrative 
expenditures. 

3 We hope that the British Hong Kong 
Authorities will not increase wages and 
pensions at will because such a rise will 
add to the burden of the government of the 
future Special Administrative Region. 

4 We hope that the British Hong Kong 
Authorities will not organise a team on its 
own during the transitional period and then 
impose it on the government of the future 
Special Administrative Region. 

5 We hope that the British Hong Kong 
Authorities will persuade those concerned 
to ensure that British businesses will not 
lead a capital outflow from Hong Kong. 

Notes 

1 *'lt is not quite true ... that [the British had] 
never before handed over a possession to 
a foreign power; they had returned Minorca 
to the Spaniards, the Ionian Islands to the 
Greeks, Heligoland to the Germans.*’ 
(Morris 199.^ 288]. 

2 There, it appears, was the first expression 
of the policy that the ndw government in 
Peking would take towards territory seen 
us having been wrested from China under 
cover of treaties. While such imposed 
“unequal treaties" would be denounced, they 
would not be repudiated; that is, they would 
be observed until they could be re¬ 
negotiated; or, in the case of Hong Kong, 
until Che passage of time brought its own 
resolution. 

3 Lu Ping, speech to business leaders in 
Hong Kong, May 6, 1994, PRC Embassy 
Pres.s Release No 94005, Ixindon, May 17, 
1994. 

4 Lu Ping, speech to business leaders in 
Hong Kong on May 6.1994, PRC Embassy 
Press Release No 94005. London. May 15, 
1994. 

5 For example, articles published in 
August in Wide Angle, a journal friendly 
to Beijing, set out Hong Kong's post- 
1997 structure, as that wa.s later to be con¬ 
firmed in the Joint Declaration, in full 
essence. 

6 Text of Deng Xiaoping’s remarks. Press 
Release No 93004, Chinese Embassy, Lon¬ 
don, October 2, 1993. 

7 Press Release No94005, Chinese Embassy, 
London, May 17, 1994. 

8 "The principle of functional constituencies 
IS a classic oligarchic device to ensure that 
acceptably ’responsible* people get elect¬ 
ed" [Welsh 1993:515-16]. 

9 Research for this paper, beginning in April 
1993, has included extensive interviewing 
of officials, politicians and other relevant 
persons in London, Beijing and Hong Kong, 
usually on* a background ("not for 
attribution") basis. 
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10 Crttdock’s account of his im&aion is pv^n 
in his Expemntes of China, which throws 
much light on all these events 

I i These exchanges between the two foreign 
ministers were made public only after 
Patten's unilateral inituiive had brought 
about the Sino*British tonfroniation 

12 Crudock, interview with the writer June 16 

I ^ The 1877 appointment was of John Pope 
Hennessy of whom Welsh observes It 
might have been possible to find a man 
more unsuited to be a Colonial governoi 
but It would not have been easy' [Welsh 
2^S] Othci historians describe 
Hennessy as *a man before his time’ in his 
egalitarian appioach to the Chinese 
population 

14 Patten's tenure is being Boswelliscd under 
that title, on television and in a book by 
his friend Jonathan Oimhieby whose last 
subfect for such treatment was Prince 
Charles 

15 Surprisingly Patten s protestations of 
innocence on this score were sometimes 
accepted, e g 'There is no evidence to 
suggest that Patten sought a conftontation 

he did not knowingly choose to confront 
the Chinese side* [Yahuda 1991 262-61J 
But that imputes to Patten an obiuseness 
otherwise foreign to his record 

16 Later Patten Was to be quoted as returning 


the insults, wtfh interest, referring in 
private conversation to '^lytng. tyrannicaL 
murderous bastards in Beijing*' Sarah 
Baxter. The Mail on “Sundax Revi^n, 
July 17. 1994 

17 Sir Richard Evans former ambassador in 
Bcipng House of Commons Foreign Affairs 
Committee Report Vol I. paragraph 166 

18 Speech to the Great Britain China 
Association. November 2, 1994 text from 
Foreign and Commonwealth Office 

19 September 10, 1994, p 64 The style sug¬ 
gests that the wnter was Lo Tak Shing 
PWC member and the journal's founder- 
owner 

20 Since the PRC has never seen Hong Kong 
as foreign soil it has not agreed to having 
any formal governmental representation 
there In lieu ot a diplomatic office it buift 
up the local bureau of Xinhua the 
goverment news agency and its bureau 
chief or director is in ehect China's high 
commissioner The text ol /hou Nan's 
address to the Hong Kong Management 
Association on November 16 1994 is 
given in Window November 18 1994 
pp 14-16 

21 Text, in unofficial translation from the 
Chinese Embassy London 

22 Quoted in Hongkong Diary Window 
December 2 1994, p 72 The writer notes 
that the passage quoted was excluded 


ffoifi the official tranucnpt of ihe 
governor's remarks to the Common¬ 
wealth Club« but reports that his infor¬ 
mation office had confirmed that he had 
said It 
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J his book IS about the changing faces of 
[iinduism in a socially and politically changing 
world The contributors cover a wide range of 
issues from the religious configurations of 
medieval [ndia» the legal and religious 
repercussions of colonial rule to developments 
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identity, communal images and counter images, the appropriation of' folk’ religions 
by Hinduism, and the remythologization of history The volume emphasizes the 
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DISCUSSION 


Partial Ihiths 

Privileging A ‘Male’ Viewpoint 

Meenakshi Thapun 


FEMINISM in India needs lu) del once. Least 
of all from me, a Mieiologist ol pdu<''udon, 
now working in llic hroad area of femininity 
and culture within which I am examining 
perceptions of the female body and 
constructions of leminmity. Hence, this 
response to Dipankai Gupta (fi7^VV,Vol XXX, 
No 12,617-20) who knows how to tell a gcHxl 
tale and tells it rivetingly and compcilingly. 
But all tales well told arc not necessarily true 
or well considered or adequately researched. 

My first complaint ihereforc is that Gupta’s 
comments display an inadequate knowledge 
of the subject under discussion and are replete 
with generalisations which leave one gasping 
for breath and ama/cd thai EPW should 
publish partial truths and ihcicby privilege 
an obviou1;ly male, laiher than objective (on 
which Gupta places a high premium), 
viewpoint. 

What IS Gupta s |iiohlemalie?On the one 
hand, he argues thai lescareh m anthropology 
IS dismal and iiKoiisequcnliai now' that 
postmodernism {jx) nm .is graduate sludcnls 
in the US call it) has taken looi and re.sulled 
in exceedingly siibjeelive accounts of 
fieldwork. On the other hand, he linds a 
similar fault in Icininisl di.scourse to the 
extent that it privileges what he considers 
the female htidy and the female voice over 
others. Finally, he considers the point that 
the ‘feminificalion ol iheory’ is a direct 
consequence ol ihe inllueiice of 
postmodernism in coiiicm|x^rary intellectual 
discourse. What is not clear, however, is 
whether Gupta is i clei \ mg to Icmimsi iheory 
within anthropology oi fcminisl theory across 
disciplines. Gupta also fails to specify 
whether he is refetnng lo feminist discourse 
originating in the wc.si or in India. Nowhere 
in his article docs Gupta cite the work of 
an Indian scholar or specifically refer to the 
feminist discourse in India. This is 
disconcerting as he nonethele.ss arrives at 
conclusions and makes generalisations abi)ut 
the state of amhropol(»gy and Icminisi iheory 
in the west as well as in India. Are we to 
conclude then that Gupta is making his 
observations about feminist discourse on the 
basis of work dune in the west but directs 
his conclusions at feminist theory in India? 

What are Gupta's .sources? He quotes one 
particular school of thought in his comments 
on the female body, vi/, the French school 
ofVecritureftmminr exemplified by Lacan, 
his students and critics, and on feminist 


methodology, he rcicrs parhcularly lo a lew 
papers in the jouinal .SVg//.v. However, lo be 
fair to the woi k done in (he area of the female 
body. Gupta needs to look larlhei afield than 
Irigaray or Deirida be I ore attempting a 
critique of feminist work on the subject |.sec, 
for example, Gaiens 19KS. Suleiman 1986. 
Gros/ 1990,1994. Bordo 1993, Bartky 1990, 
Davis 1991J Moicover, ho docs not appear 
to be lamihar w ith the mnueiicc ot the w<irk 
of Foucault on lemmisi discourse (sec, for 
example, Diamond and Qinnhy 1988; McNay 
1991. 1994; Sawicki 1991, Cooper 1994) 
and the implic.iiions ihis has lor leminisi 
analyses ot power and resisiance. especially 
with relerencc lo the Icmalc body. 

Coniempoiai V work on Ihe body suggests 
that llic body is a nialmntol culture inasmuch 
as wc lake care ol ii. maintain u. .idorn and 


dress it, and comnuimcaic with others* and 
.soon [see, for example, F'eutherstone 1991; 
Bartky 1990; Bordi) 19931. U is also more 
directly a Ukus of social control so that we 
, are not really what wc want to be but what 
we arc made through i iillure, what Foucault 
calls the ‘docile body regulated by the norms 
ot cultural life This bungs us to the question 
of power and. as Bartky suggc.sis, we need 
lo understand how "the values of a system 
dial oppresses us are able lo lake up residence 
in our minds” (I99()'2). It is curious that 
Gupta neglects to examine the feminist 
discoLii.se on power and tocu.sesonly on "the 
female body as text” to which he attaches 
an importance that is noi necessarily borne 
out in all the contemporary literature on the 
female body. 

Gupta’s analysis ol the female body as 
text IS grounded m an cssenualisl view of 
the body and Icniinimiy. hvidenily, he docs 
not himsell consider this aspect of the debate 
on the lemale body due lo his limited 
understanding ot the field | .see, among others. 
Fuss 1991. de Laurens 1989, Sellers I99L 
Sianion 1986]. He undcriakos his analysis 
oi the temale body on the premise that 
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woman is tquatdi wiih nature, i e, is defined 
essentially by her hotly and its functions 
which tend to dcl inc her roles in everyday 
life and in society and also give her a 
privileged position in terms of her 
understanding ot that society. This constitutes 
oncpo.sition in feminist discourse, identified 
mainly with early feminists like Firestone 
(1979) and Rich (1976) and, more recently, 
with the work of 1 hguray (1985a and 1985b). 
This is not however the only basis, as Gupta 
would hayc us believe, for the feminist 
position that all tlieoty be grounded in a 
women*s perspective or in women’s ways 
of knowing based on her body functions and 
disi^rsed sexuality. JIckman (incidentally, 
misspelt in Gupta’s text and whose work 
does not find a place in his list of references) 
no doubt concedes that the claim for a 
distinctly ’feminist epistemology’ entails the 
view that ’’women, because of certain aspects 
of their make-up, possess a privileged 
position which provides them with a unique 
perspective” (1990:126). She does not 
hesitate, however, to point out the limitations 
of such an approach, something which Gupta 
refrains from mentioning in his critique. 
Hekman clearly states that such a view '"reifies 
the nature/culture du htHomy that is at the 
wot of the exclusion ofwomenfrom scientific 
enterprise** (ibid: 127, emphasis added). 
Secondly, to argue that there is a ’’single, 
unitary perspective” is to forget that there 
“are as many different perspectives as there 
are different contexts in which women live” 
(ibid: 128). Furthermore, Hekman, who no 
doubt espouses the cause of postmodernism 
in feminist theory in terms of its offering 
the ’’means of reconceptualising scientific 
activity”, has this to say on the feminist 
critics of ’science’. 1 quote from her at length 
to illustrate the partial nature of Gupta’s 
comments on the influence of postmodemi sm 
on feminism and theory. 

No major feminist critic of science has 
explicitly embraced postmodernism, 
Al^ough many of the feminist positions 
^owe much to postmodern conceptions, 
postmodernism does not constitute an^ 
idenciftable position among the feminist 
critiques of science. The absence of a 
postmodern femlnrsi critique of science 
testifies to the tenacity of the Enlightenment 
conception of science and, particularly, its 
claim to objectivity. Although feminists are 
willing to reject most aspects of masculinist 
science, they cling to o^ecUvity because it 
constitutes the achievement of true 
knowledge that they find so hard to 
lelinquish” (ibid: 131). 

Gupta’s generalisation that ’’feminist 
scholarship will typically ignore those areas 
where women intcrt'ace with men” (p 620) 
and his conclusion that therefore feminists 
are uniiiiteresied in examining women 
entrepreneurs or the fashion industry, etc, 
once again indicates hts ignorance of the 


scholahship in the field [see. fw example, 
Dhillon 1993; Vinze 1987; Wilson 1990; 
Finkel.stcin 19911. It would also have been 
useful if Gupta had supported his claim that 
feminist studies are ’’largely about how 
women give life, about how they know 
about life, about childbirth, about 
menstruation...” (ibid) by referring to at least 
one study on any of these themes by an 
Indian scholar. (Incidcrually, he does not 
even refer to a western scholar here.) The 
fact that he docs not is an indication that his 
claim IS bused on a mule fantasy, based 
entirely on speculation, of the kind of work 
that feminists arc probably engaged in. The 
‘other’ feminists Gupta refers to who 
’’function in a world of theory and 
intersubjectivity** remain anonymous and 
therefore their important work remains 
invisible to us. 

Clearly, Gupta is looking lor answers to 
the question of the decline of the Marxist 
frame of analysts in theory today and finds 
them in the growing significance of feminist 
scholarship in India. He then sets out to 
ridicule this scholarship through an attack 
on some aspects of postmodernism and 
feminist discourse in the west. If Gupta is 
so astounded by the privileging of the female 
voice in contemporary feminist discourse, 
and sees this as a ’subjective’ trend and a 
sign of declining objectivity in theory, one 
wonders if he has ever questioned the 
ethnographies provided by the stalwarts in 
Indian anthropology? I refer here to the 
works of Srini vas (1976), Madan (1965) and 
Bcteillc (196.5), among others. Such work 
is ba.scd on extensive fieldwork in different 
communities in India where the 
ethnographers relied primarily on male 
informants. Does u occur to Gupta that these 
ethnographies therefore, if one follows his 
frame of analysis, ai.so rellcct a similar 
subjectivity that he sees in feminist di.scourse 
today? Be that as it may, it is iniersuhjecti vity, 
rather than objectivity or subjccliviiy, that 
one (female or male) strives for in 
understanding society whether or not this is 
an outcome of postmodernism or of an 
increased understanding of the nature of 
fieldwork and theory ti^ay. 
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Wheat and Chaff ^ 

The performance of the wheat crop in India, which exhibited robust growth 
through two decades of the green revolution, could he sustained because 
of an enclave-based strategy. Of late, the strategy has failed to yield 
results. An analysis of the trend rate of growth of the wheat crop since 
independence and its inter-regional imbalances in recent decades shows 
that if the growth of wheat production is to regain the earlier trend, the 
present strategy needs to be remodelled and targeted towards weaker 
farm households, preferably outside the already saturated enclaves A-58 

Against Innovation 

A death sentence was passed on the Indian Patent Act 1970 which had 
allowed Indians to make some headway in patent registrations in India, 
especially in drugs and pharmaceuticals, when the government ol India 
signed the new GATT treaty. A study of the working of the Indian patent 
system in the context of the global patent scenario brings out, however, 
that the needs of a rationally constructed innovation syste m are quite 
different from the changes proposed to be effected to suit the TRIPs 
provisions of the GATI' treaty. 1501 

Saffronisation 

The January 1993 riots in Bombay, which must not he treated as just 
another communal not*, raise major questions about the authenticity and 
efficacy of the Shiv Sena’s espousal of the ‘Hindu' cause and about 
the concept of ‘Hindulva’ itself. 1520 


New Role 

Agro-Climalic Regional Planning 
(ACRP) has a major role to play in 
helping agnculturc to adjust to 
liberalisation and make effective 
use of the opporiunities n offers 
for growth. _ 1478 

Forests and the Economy 

The intent and practice of government 
policy with respect to forests mediates 
the role that forests play in the 
economy in their dilferent aspects: 
as processors of the water cycle and 
of soil, as providers of livelihoods to 
people and home.s to wildlife and as 
suppliers of umber and other raw 
materials to industry. _ 1480 

How Complementary? 

Concern has been expressed recently 
about the decline in public .sector capital 
formation in Indian agriculture in 
the 198()s. This decline., it has been 
argued, is not only bad in itself, 
but because of the alleged high 
complementarity between public and 
private capital formation in agriculture, 
it has also led to a decline in private 
capital formation. How valid are 
these claims and contentions, 
in particular the hypothesis 
of complementarity'* A-64 


Gandhi’s Religion 

Gandhi regarded the Gita as his 
'"mother's milk'* but, strange as it 
may seem, found in it support for 
non-violence. Hi.s freewheeling 
interpretations he carried to other 
religions besides Hinduism. 1489 


Poverty in Punjab 

The widely shared view that there has 
been no significant decline m povcily 
in f^injab despite the green revolution 
docs not square with the observed 
ground reality. Analysis ol trends m 
rural poverty shows that there is a 
decline not only in the proportion of 
the poor, but also in ihcir absolute 
numbers. A-80 

Rainfall Insurance 

In view of the problems taced by crop 
insurance schemes in other counlrie.s, 
pro|X)sals for rainfall insurance have 
received attention recently Interestmgly, 
a scheme of agricultural insurance 
based on rainfall was formulated 
as far back as in 1920 A-84 


Not a Model 

While devolution is a political 
and historical necessity in Sn Lanka, 
it has had no grounding in 
mainstream political and constitutional 
discourse. Indian policy-makers 
must remember this when they 
press the Indian model for 
adoption by that country. 1486 

Industrial Pollution 

In two recent cases the Supreme 
Court has ordered the immediate 
closure of tanneries for not having 
the required effluent treatment 
plants. 'These judgments have set 
a precedent in environmentu) 
jurisprudence and could go a long 
way in strengthening industrial 
pollution control. 1484 












LETTERS TO EDITOR 


Public Enterprises and 
Private Purposes 

HAVING seen SudipChaudhuri's response 
(April 29) to my comments (August 20. 
1994) on his paper (May 28. 1994) I feel 
prodded to reply. 

My account of developments in the 
fertiliser sector in the 1960s and 1970s. 
based on close association and first-hand 
knowledge, and offered in the naive hope 
that it would be considered a useful 
contribution has been dismissed by 
Chaudhuri as unsubstantiated and irrelevant: 
but 1 stand by the truth of that account. (1 
have received confirmatory and appreciative 
letters from a couple of distinguished 
contemporary observers/actors.) However, 
what power can truth or logic or 
reasonableness have over an obstinate 
adherence to myth and fable? 

The decision in favour of 1.350 TPD 
ammonia plants, taken after much thought 
and consultation, was (1 repeat) a perfectly 
rational and defensible one. and there is no 
need and no justification for a search for 
tnala fide explanations. It was certainly a 
new technology at the time but not an 
unproven one. In any case, the proof of the 
pudding is in the eating: the induction of 
1.350TPD ammonia plants into this country 
was quite smooth and there were no special 
problems in the commissioning of the plants 
and the achievements of the nameplate 
capacity. This was quite unlike the earlier 
history of endless trouble with a whole 
series of 600 TPD ammonia plants (FCl/P 
and D projects). 

Chaudhuri does not tell us what the 
particular "influentiar public sector chief 
who later went to Bechtel has to do with the 
splitting of the PCI; nor how that instance 
(assuming that it had the significance that 
Chaudhuri ascribes to it) warranted a 
sweeping generalisation about “senior 
bureaucrats/technocrats some of whom 
later joined organisations like Bechtel or 
the Woi.d Bank". Far from withdrawing 
that allegation he now offers the curious 
observation that people do not have to join 
an organisation to serve its interests, and 
concludes with the triumphant assertion 
that even if the particular statement that 1 
had questioned were dropped, that would 
not affect his point. An amazing 
pert'ormance: 1 am left speechless. 

Chaudhuri says that 1 have missed his 
point regarding planning and indigenous 
development. I have, indeed; 1 have not 
been able to find it. despite a diligent effort. 
Without entering into a detailed argument, 
let me merely say that what we had in this 
country for lou decades and more was 


comprehensive centralised planning of a 
detailed kind; that the Five-Year Plans and 
Annual Plans were GSscniiaWy public sector 
plans; and that considerations of indigenous 
development and self-reliance were at the 
heart of the planning philosophy. The strong 
and diversified industrial base that we have 
today and the strength achieved by 
organisations such as BHEL did not come 
about without planning and without a con¬ 
cern for indigenous development. The old 
system, now receding into hi.story, has been 
much criticised. My present purpose is not 
to defend that system but merely to make 
the point that it existed. When Chaudhuri 
says that there was no planning for the 
public sector as a whole, and that there was 
an inadequate concern for indigenous 
development, he seems to be turning the 
entire economic history of the las! four 
decades on its head. 

Ramaswamy R Iyer 

New Delhi 


Moving Up 

HAVING won the vote of confidence, the 
BSP government in UP may be said to be at 
last, for the time being, firmly in place. It 
does not matter that the government has 
come into existence with the support of the 
BJP. a party of the extreme right. What 
matters is that this government, precisely 
because it is supported by the BJP, continues 


to be. like the previous SP-BSP combine, a 
truly representative government. The 
chapter of its representativeness, however, 
makes this government a little different 
from the SP-BSP combine: whereas in that 
combine the SP represented *hc OBCs, in 
the new set-up the BJP, which has. in a way, 
replaced the Samajwadi Party, would 
represent the upper castes. Surely, one should 
be able to take these trivial political shifts in 
one's analytical stride. 

Looked at even more positively, it 
should be a matter of satisfaction to 
some that by replacing the OBCs with the 
upper castes, in its scheme of represen¬ 
tation the new UP government has moved 
one step up - and not down - the caste 
ladder. Such loyally to the time-honoured 
structures of our ancient society needs to 
be lauded. 

Observers talk of ideological in¬ 
compatibility between the BSP and the BJP. 
This is an extremely uncharitable and, if 
one may say .so, unintelligent view of what 
even the BSP and BJP have clarified is 
going to be only a temporary arrangement. 
Besides, one is yet to come across an 
injunction in political theory which says 
that ideologically incompatible political 
parties should not share power even when 
they share the drive foi acquisition of 
political power to the exclusion of every 
other goal. 

A Reader 

Chandigarh 
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Rule of Seven 


W HEN the stabilisation and structural adjustment 
programme was initiated immediately after the 
Narasimha Rao government came to power four years ago, 
solutions to the problems of mass poverty, malnuuition, 
unemployment and underemployment were conceived 
essentially in terms of the rate of growth of the economy. 
High growth rates, of the type achieved in the east Asian 
countries, it used to be confidently suggested, would take 
care of the poor. Well-meaning misgivings about high enough 
growth rates being achieved in the face of the prevailing 
social backwardness, limitations of the domestic market and 
supply-side disabilities caused by inadequate infrastructure, 
low levels of domestic saving and investment and slow 
agriculture growth used to be brusquely brushed aside as the 
wailing of drawing-room Cassandras. Economic planning 
was effectively put an end to, severe fiscal and monetary 
compression was imposed, public expenditure on the social 
sectors was drastically curtailed and programmes intended 
for the poor, including the special employment programmes, 
were sidelined. Evidence of worsening of the condition of the 
poor and vulnerable sections of society was, however, nut 
long in coming and could not be entirely ignored even by this 
government. Small increases in the budgetary allocations for 
the intensive rural development programme (IRDP) were 
made and some new schemes for providing employment to 
the poor in 1993-94 were announced with much fanfare. But 
the increases in public spending came after the stiff contraction 
earlier and the additional employment programmes could 
hardly be expected to make up for the sharp curtailment of 
many regular public programmes for social and economic 
services. 

After the state assembly elections of this year and last and 
the unmistakable portents for the Congress Party in the 
coming parliamentary elections, the government has now re¬ 
discovered the poor. Though nobody in the government is 
talking about it, many elements of the structural adjustment 
programme, for which specific time-frames for imple¬ 
mentation had earlier been set, have been put on hold; for 
example, the opening up of the insurance sector to private and 
foreign participation, lowering of corporate taxation, 
introduction of forward trading in shares as also in a number 
of commodities and further ‘reform’ of the financial sector 
have all been unofficially deferred. While foreign audiences 
continue to be assured that the current slow-down is temporary 
and that the pace of the reforms will pick up shortly, internally 
the bureaucracy is clearly under pressure to show quick 
results in terms of more conventional socio-economic indices 
(Mice again. After his eloquence on the merits of high growth 
as the solution to the problems of poverty, unemployment and 


social deprivation in his first four budget speeches, the 
finance minister, apparently in response to the prime minister’s 
directions, returned to the issues of scKial equity and poverty 
alleviation in his fifth performance. There was a sudden 
realisation that the fruits of growth expected from restructuring 
will after all take time to reach the poor and weak in scKiety. 
So something like half a dozen special schemes lor the poor 
were listed in the budget for 1995-96. Only, since the 
government kitty had already been near-emptied by lionanza 
of tax give-aways as part of economic rcfomi, these schemes 
had perforce to be financed by the banks and the financial 
institutions. So another of the shibboleths oi' economic 
reform had to be quietly pensioned off - that about bringing 
down the share of directed credit. 

Earl ier, the government had created six separate depart ments 
to address issues concerning the pcxir, including small-scale 
industries and tiny units that employ the poor. It had also 
introduced in 1992 the revamped public distribution system 
(RPDS) in 2,21)0 backward blocks, though a report by the 
programme evaluation organisation (PHO) ol the Planning 
Commission has brought out how the concerned agencies 
have failed to issue ration cards to all households in the RPDS 
areas and make arrangements to store enough loodgrain 
.stocks at the block level. Stung by criticism, the prime 
minister has declared that he was not going to be satisfied 
with even 99 per cent compliance with the objectives of the 
RPDS. Addressing the parliamentary consultative committee 
attached to the ministry of planning, he also stressed that the 
Planning Commission and the ministries and departments 
would give top priority to cmployrnenl-gcneration 
programmes by working out necd-ba.sed micro-level strategies 
applicable to different geographical areas. After dragging its 
feet for over three years, the government has also announced 
a Rs 2,005 crorc modernisation plan for the NTC mills. The 
plan envisages the modernisation of 79 mills, restructuring of 
36 other mills into 19 viable units and shedding of a ‘surplus' 
of 32,938 workers through voluntary retirement schemes. 

While the schemes have been announced, their 
implementation has been tardy. The implementing and 
financing agencies have been at best lukewarm in their 
attitudes. Till this month, for instance, the Rs 1,000 crorc 
programme for employment generation under the KVIC had 
not been initiated and the prime minister has had to issue 
specific directions for its implementation without further 
delay. Banks providing finance for the scheme, he has 
directed, must adjust themselves to the working of the KVIC. 
But the SBI-led consortium of banks are awaiting state 
government guarantees which some of the governments have 
not agreed to. It has also come to light that the number of 
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faenertciaries under the iawahar Rozgar 
Ycjana (JR Y) has been coming down from 
2.37 lakh in 1992-93 to 1.52 lakh in 1993-94 
and further to 1.24 lakh tn 1994-95 because 
banks have been reluctant to relax their 
lending norms. There have also been bitter 
complaints from state governments that 
nationalised banks have been coming in the 
way of the implementation of the Prime 
Minister's Rozgar Yojana (PMR Y) for as¬ 
sistance to unemployed youth in urban areas. 

A more serious lapse of the bonks and 
financial institutions relates to the packages 
for revival of sick units worked out by the 
BIFR. They have been procrastinating 
almost as a rule. The government too has 
not provided any leadership in this respect 
so that the agencies concerned adopt a 
positive attitude to rehabilitation of sick 
units. Proposals for takeover of sick units 
by labour co-operatives have generally been 
greeted with cynicism, if not actual hostility. 
It is interesting that even the Confederation 
of Indian Industry (CIl) has now come out 
in favour of full judicial status for the BIFR 
so that it will have enforcement powers 
over the concerned parties, including the 
promoters and banks and financial 
institutions. The Cl I has proposed that the 
BIFR should explore all possibilities of 
rehabilitation, though it would like this to 
be done through mergers and takeovers. A 
public interest group has brought out that 
only 26 per cent of the cases referred to the 
BIFR are under revival; another 28 per cent 
are still under consideration, but in the 
balance 46 per cent cases either closure or 
sale has been recommended. 

There are numerous other instances where 
the government's perspectives on economic 
and social issues do not favour the poor and 
the labouring classes: fixation of minimum 
wages in many industries which are below 
the officially accepted poverty line; 
encouragement, directly and indirectly, of 
what has come to be known as ‘ management 
militancy* which is reflected in the large 
number of lock-outs; blatant violation of 
the law relating to contract labour, including 
even by Public Sector Undertakings (PSUs); 
and use of the National Renewal Fund (NRF) 
essentially for VRS schemes rather than for 
training and rehabilitation of retrenched 
workers. There is little in government policy 
today that effectively protects the interests 
of the unorganised workforce which 
constitutes something like 85 per cent of the 
total labour force in the country. The 
prescribed minimum wage for unskilled 
construction workers, ranging from Rs 37.28 
to Rs 29.00 per day, revised on October 10, 
1S194, is still below the minimum wage for 
agricultural labourers (Rs48.58 toRs4] .58) 
and works out to roughly 20 per cent lower 
than the officially-accepted poverty line. 

Short of bringing in a formal exit policy, 
the government has given a more or free 


hand to industrialists and employers, llie 
results are to be seen in the rising proportion 
of mandays lost due to lock-outs as compared 
with those due to strikes. In 1990 lock-outs 
accounted for 56 per cent of the total 
mandays lost, but in 1994 (January-August) 
they accounted for 81 per cent; of the total 
number of workers involved in strikes and 
lock-outs, the proportion of those affected 
by lock-outs was 11 per cent and 33 per 
cent, respectively, in the above two periods. 
The contribution of the new economic policy 
to reducing the bargaining strength of even 
organised can be clearly seen. Similarly, of 
the total amount of Rs 2,550 crorc so far 
budgeted for the NRF, only Rs 1,313 crore 
had been disbursed till December 1994; of 
the latter only some Rs 50 crore had been 
spent on counselling and execution of 
training and redeployment schemes. The 
bulk had gone to finance the retrenchment 
of 74,218 workers through .so-called 
voluntary retirement schemes. 

Mention must be made in this context of 
the growing use of contract labour by private 
employers as well as by PSUs. Recognising 
contract labour as an unfair labour practice, 
the Supreme Court has urged the central and 
state governments to take steps for its aboli¬ 
tion. A division bench of the court was 
unani mous: “we cannot help expressing our 
dismay over the fact that even undertakings 
in the public sector have been indulging in 
unfair labour practices by engaging contract 
labour when workmen can be employed 
directly even according to the test laid down 
by .section 10 (2) of the Contract l..abour 
(Regulation and Abolition) Act, 1970.’’ The 
latest annual report of the ministry of labour, 
however, is altogether nonchalant. It would 
rather take up “suggestions [which] have 
been mooted in the context of the programme 
of economic liberalisation launched to 
exempt certain categories of industries from 
the purview of the Act”. 

When such is the government’s attitude 
towards the labouring classes, in the 
organised and the infom^al sectors, more 
employment schemes may achieve little on 
balance. They arc unlikely to offset the 
displacement of labourer and the slow down 
of normal employment growth in agriculture 
and industry alike. That employment 
elasticities have been declining in the major 
sectors cannot be denied. The agencies 
implementing some of these special 
employment schemes take away with one 
hand what they give with the other. Take the 
example of commercial banks financing 
new employment schemes. Even as they try 
to fulfill their paper targets under the new 
programmes, their overall involvement in 
priori ty sector lending has been continuously 
dwindling. Priority sector advances now 
constitute only 36.5 per cent of the public 
sector banks' total cr^it against 43 per cent 
in March 1993 and the target of 40 per cent. 


The share of agriculture in total 
has come down from 16.5 per cent to 13.9 
per cent and that of small-scale industries 
from l6.4percentto 14.4 per cent over the 
same period. It is common knowledge that, 
in the current situation of credit stringency 
and high interest rates, small-scale industries 
arc facing an acute shortage of institutional 
credit. This cannot but have significant 
employment effects, which the government 
has not cared to address. 

At the macro-level as well the employ¬ 
ment situation is di.squieting and the official 
stance in regard to the achievment ol 
employment objectives is one of helpless¬ 
ness. The Planning Commission has esti¬ 
mated that the number of the unemployed, 
which was 17 million at the start of the 
Eighth Plan in March 1992, had reachetl 
18.7 million in March 1995. This is. 
however, ba.sed on the assumption that 
during the first three years of the Plan 18.78 
million employment opportunities had been 
generated, implying an employment growth 
of 2.03 per cent per annum against 1.78 per 
cent in the preceding seven years. The 
Planning Commi.ssion has itself admitted 
that these estimates are based on macro data 
relating to .sectoral GDP growth rates and 
.some assumed employment elasticities for 
the major sectors. Whether these elasticities 
have actually materialised is a moot 
question. In the case of agriculture, foi 
instance, while the Planning Commission 
a.ssumes an employment elasticity of 0.50, 
other studies show the actual elasticity never 
to have exceeded 0.40 in recent years. NSS 
results for 1990-91 and lor 1992 suggest 
that rural unemployment rates have been 
rising. While there may have been some 
growth of non-agnculiuial employnicnl in 
rural areas in the 1980s, it is the government 
sector that was largely responsible for this 
growth. The generation of such employment 
by the government in rural areas must 
necessarily have suffered a setback as a 
result of the expenditure compression since 
1991, which may be one of the explanations 
for the increase in the unemployment rate in 
rural areas between 1990-91 and 1992. 

Against this background, the Planning 
Commission's latest figure-work on 
employment is little more than wishful 
thinking. It has estimated that in order to 
achieve the Eighth Plan objective oj 
generating about 42 million additional jobs, 
employment will have to grow annually at 
3.64 per cent or by 12 million this year and 
the next against an average annual growth 
of 6.3 million in first three years of the Plan 
and 5 million per year in the previous seven 
years. Nor does the Planning Commission 
stop with that; it goes on to work out that the 
Indian economy must achieve and maintain 
an average growth rate of 7 per cent per 
annum over (he next seven years to reach 
near-full employment by the year 2002. 
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the EMERGENCY 

Not Just a Memory 

TWENTY years after the imposition of the 
Emergency, both those who perpetrated it 
and those who were its victims are 
remembering the occasion. The former found 
an opportunity when they gathered atDelhi*s 
Shantivana on June 23 to pay homage to one 
of the chief architects of the rule of terror at 
that time, Sanjay Gandhi, who died in an air- 
crash that day 15 years ago. Graced by some 
of his leading partners and acolytes during 
his regime (Jagdish Tytlcr, Sheila Kaul, 
Maneka Gandhi and, of course, the ever- 
enigmatic member of the Indira Gandhi- 
Congress family whose presence is almost 
obligatory nowadays at every official and 
non-official function, Sonia Gandhi), the 
gathering was addressed by prime minister 
Narasimha Rao who recalled approvingly 
Sanjay Gandhi’s notorious live-pomi pro¬ 
gramme and stressed Us relevance today. 
But for Indians who still remember those 
days of the mid-1970s, what should be 
relevant is that under the birth control meas¬ 
ures of Sanjay Gandhi’s five-point pro¬ 
gramme, thousands of men and women were 
forcibly sterilised, maimed, mangled and 
killed. 

As for the opponents of the Emergency in 
1975, today they remain divided and 
scattered in different camps. Some have 
disaopeared from the political scene 
altogether. In a large measure, it is these 
divisions among the anti-Emergcncy 
political forces, and the successive failures 
of their governments at the centre that have 
allowed the perpetrators of the Emergency 
misdeeds not only to get away but to re¬ 
enter the political scene in the country with 
aplomb. While Indira Gandhi herself was 
permitted to escape punishment by the 
bungling of the Janata home ministry, her 
youngest daughter-in-law, Maneka Gandhi, 
who along with Sanjay had led the Youth 
Congress goons in their depredations in 
those days, promptly switched over to the 
opposition (without even expressing any 
regrets for her role during the Emergency) 
and was accepted as a minisler in the National 
Front government. None of the police 
officials or bureaucrats held responsible for 
the atrocities during theEmcrgency is known 
to have received any punishment. The bitter 
memories of the Emergency misrule and 
the popular anger against its villains were 
thus allowed to dissolve into a helpless 
mood of acceptance and tolerance of the 
criminal politicians and administrators who 
continued to rule the roost, irrespective of 
whether New Delhi was ruled by the 
Congress or the opposition. Such a mood 
encouraged a sort of collective amnesia 
about memories of a past which, in the 
absence of retributive justice by the state 
for the wrongs that they suffered, the victims 
want to sweep under a carpet which is 
designed to adjust with the daily demands 
of living. It is this mentality which brought 
back Indira Gandhi to power within a few 
years of her disgraceful fall. 


This general mood of acceptance, 
adjustment and willful forgetfulness has 
had far-reaching implications for the Indian 
polity during the last two decades. Till now 
we have not seen any countrywide stir, of 
the type which marked the eve of the 
Emergency, against corruption in politics, 
suppression of democratic rights and rising 
prices. Yet, since the Emergency, the extent 
of corruption in political life has grown 
apace with the induction of criminals, who 
arc even elected to legislatures by the voters, 
into the system. As for the judiciary, its 
degeneration shocked the liberal 
intelligentsia during the Emergency, when 
a galaxy of Supreme Court judges came up 
with a verdict on habeas corpus petitions 
(April 1976) which echoed Indira Gandhi’s 
public statements about the need to curtail 
the citizen’s fundamental right to personal 
liberty when tije slate is “threatened by 
.traitorous conspiracies”. Since then, there 
have not only been allegations of similar 
partisan behaviour on the part of the judiciary 
in favour of the ruling party, but also 
numerous cases of proven corruption against 
the judges. Yet, barring sporadic newspaper 
exposures, there is no nation-wide campaign 
or movement against the moral degeneration 
of the judiciary. 

Coming to the issue of violation of 
democratic rights, atrocities which are far 
more serious than those committed during 
the Fimergcncy have been perpetrated by 
the Indian state m the insurgency-bound 
areas of Punjab, Kashmir anti the north¬ 
east, Repressive laws like NS A and TADA 
have been enacted, compared to which the 
dreaded MISAofihc Emergency days lotjks 
like a kindergarten stuff. The BSF and the 
CRPF, notorious for their brutalities against 
the Naxalites in West Bengal in the early 
i970s, have been joined since then by a 
teeming swarm of paramilitary and security 
forces, including the ubiquitous Black Cats 
who, in the capital, belabour not only 
ordinary citizens but also honourable 
members of parliament - all in the name of 
protecting the precious lives of our prime 
minister and his cabinet colleagues. What is 
shocking is that the MPs who were insulted 
and manhandled by these security guards 
after raising a brief hue and cry i n p^u'liamcnt 
very soon quietened down, presumably 
accepting such insults in the interests of 
national security (which is invariably 
identified with the security of the ruling 
politicians). If elected representatives of 
our people stoop to such abysmal depths 
and accept violation of their own rights, 
instead of demanding and ensuring 
punishment of the guilty security forces 
personnel, how can wc expect common 
‘law-abiding’ citizens to defy the anti¬ 
democratic laws and norms which arc being 
sanctioned by their own leaders? 

When the 1975-77 period of the 
Emergency is compared with the two-decade 
period that has followed it, the misdeeds 
perpetrated under the Emergency regime 
lu-e found to have had a succession of even 
greater crimes during the Iasi 20 years. The 
only difference is that these crimes did not 


need the state*s institutional sanction 
through an Emergency since during this 
period the civil society in large parts of 
India deadened itself to the values that 
inspired the various anti-state movements 
in the 1970s and almost internalised the 
values of the repressive and authoritarian 
regime of the Emergency, which now 
encourages large sanctions of the middle 
classes as well as the working classes in 
places like Maharashtra to vole for the Shiv 
Sena, which is the true inheritor of Indira 
Gandhi’s legacy of intolerance and 
suppression of political dissent. 

DISEASE PROGRAMMES 

Missing Link 

TUBERCULOSIS is an old and well- 
recognised disease, whose management has 
been transformed with the discovery of new 
drugs in the last three decades. With early 
detection, well-defined chemotherapy and 
patient education, tuberculosis is no longer 
life- threatening as it once used to be. 
Moreover, it is one disease which has 
generated a lot of relevant research, helping 
immensely in the management of thedisease. 
And yet, the disease still claims far too many 
lives, especially in third world countrie.s. 

The Indian tuberculosis programme is 
among the oldest of disease control 
programmes and its strategies of manage¬ 
ment drew upon whar is today a pioneering 
epidemiological study conducted in 1959. 
In the early days of health planning, disease 
programmes were designed with evaluation 
and research components which were to 
ensure that the programme strategies would 
be constantly updated and modified. 
Unfortunately, in most cases, these compo¬ 
nents have fallen by the wayside. This has 
had negative consequences for the 
programmes as well as for the research end, 
and the two have functioned independently 
of each other. The result is that the only time 
that a programme is subjected to a major 
review is when bodies like the WHO. who 
fund these programmes, insist upon it. 

A recent change incorporated in the TB 
programme, being tested in various districts, 
i^a method of ensuring that patient takes 
the drugs prescribed to them regularly and 
for the full period required. The strategy, 
called ‘directly observ^ treatment’ or DOT, 
involves the health worker insisting that the 
patient actually takes the prescribkl drugs 
in her presence. Much is being made of the 
strategy and it has been recommended for 
incorporation in the national programme at 
all levels. 

Ostensibly, the strategy is an attempt to 
overcome what is considered a major 
problem, non-compliance on the part of the 
patient, which gives rise to drag-resistance 
and poor rales of ‘cure*. Ongoing discussions 
on the subject have rat.scd such issues as the 
feasibility of such a programme given the 
large populations that a health worker, who 
also takes care of other health problems, has 
to cover, and especially tn inaccessible 
areas with poor communications. These are 
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obvious problems which anyone familiar 
with the existing health care facilities would 
grasp. How then has this innovation’ gained 
so much ground? 

A recent article in Lancet gives the 
background to the evolution of the strategy. 
Non-compliance is not a new problem; it 
has given ri.se to several innovative research 
studies. Two early studies which looked at 
the issue were conducted in Hong Kong and 
Madras Proper follow-up of ambulatory 
patients, ensuring their regular reporting to 
the clinics and patient education were among 
the measures tried. But more recently, in an 
aiicmpi to cope with the problem of non- 
comphance among the poorer populations 
in New York, DOT was evolved and tried 
out successfully It is this study that the 
WHO IS apparently recommending as the 
model for all 'I’B control programmes to 
adopt. I he cjuesiion that many have been 
raising is whether a programme, no matter 
how .succcsslul in the urban area of New 
York (or for that matter Hong Kong or 
Madrits) will work, say, in the deserts of 
Rajasthan or the forests of Gadchiroli? Given 
the diverse environments and health 
problems in the country, national disease 
control programmes must be allowed the 
llcxibiliiy to incorporate the design that 
suits their needs But this is possible only if 
disease programmes are directly linked to 
evaluation and research components, the 
ICSSR ICMR Committee (I^^KO), among 
others, had rcccunmcndcd that the entire 
research set-up on diseases be reordered 
with well established linkages with the field 
so thal the objectives of research evolved 
from the needs of the disease programme 
and the lesulls of research studies could be 
directly communicated to the field. There is 
no practical difficulty in incorporating such 
a scheme, only it makes redundant the 
health caic and research ‘pundits* who take 
their cue only from WHO. And unfortu¬ 
nately, despite all the well-intentioned 
iccomrncndations on a variety of I rents, the 
WHO loo has not furthered the cause of 
strengthening the linkages between research 
and control programmes within countries. 
I’his blind spot is likely to affect the 
management of numerous programmes even 
more now, with the compression of the 
central and state allocations to public health. 
With scanty resources, the only solution is 
to devise and incorporate programme 
strategies at the local level, and national 
programmes must make this flexibility 
possible. 

GlUARAT 

Riding High 

THE clean sweep ol the recent civic and 
panchayat pvills in Gujarat by theBJPfollows 
the trend witnessed in other states like Andhra 
Pratlesh. Karnataka and Maharashtra, where 
t(K) parlies elected to power at the slate level 
have consolidated their position by winning 
election.^ to kx:al government bodies. The 
results m Gujarat confirm the complete 
disenchantment of the state’s voters with 


the Congress and their hope that the BJP 
government wil 1 provide a clean and etficient 
administration. It is worth noting that while 
in the polls to 54 municipalities held in 
December last year most of the candidates 
contested as independents, in the recently 
concluded local elections they made a beeline 
for BJP tickets. 

Going by its present condition, the chances 
of the Congress staging a comeback in the 
slate are bleak. Though the regional leader¬ 
ship of the party has described the selection 
of candidates for the panchayat polls by 
local party units as an attempt towards 
decentralisation, the fact remains that the 
party is so thoroughly ridden with 
factionalism that no consensus would have 
emerged at higher levels over the choice of 
candidates. Neither Madhavsinh Splanki 
nor Ahmed Patel eviflced any interest in the 
elections and hardly any stale level leader 
took part in active campaigning. It has been 
reported that Jinabhai Darji, a respected 
senior tribal leader from south Gujarat and 
influential in state politics during the reign 
of Indira Gandhi and Rajiv Gandhi, is 
planning to quit active politics after 
witnc.ssing the utter bankruptcy of the stale 
Congress. And though the impact of the 
national level spin in the Congress has been 
negligible so far in the state, there is 
speculation that disillusioned Congress 
activists may cross over to the rebel faction 
to try their political luck. After the recent 
attack on dalits in Kadi, a town in northern 
Gujarat, the agitating dalit leaders did not 
allow the Congress leaders to participate in 
their demonstrations, not wanting to give 
the latter the opportunity to reap any political 
benefit from the incident. 

The BJP. on the other hand, took the 
panchayat elections seriously. Right from 
the beginning it seems tv) have proceeded in 
a planned fashion. The whole of Gujarat 
was divided among the party’s regional 
leaders and the choice of candidates left to 
them. Not only did stale level leaders like 
Ka.shtram Rana and Shankarshmh Wagheia 
actively campaign for party candidates, even 
L K Advani came down to Ahmedabad and 
other citiCsS to solicit votes. Thus, if in 1988 
the Congress had all but one district 
panchayat to its name, today the situation 
has been reversed, with the BJP claiming all 
the district panchayals except the Dangs Of 
the candidates that have won on the BJP 
ticket, there are reported to be about 1,000 
women and an equally si/eable number 
belonging to the scheduled tribes and 
backward cla.sscs. Some of them won 
unconiested. 

Yet, it would be hasty to conclude that the 
BJP ha.s achieved a hegemonic position in 
Gujarat politics. First, the three-month 
period after the assembly elections is too 
short for any judgment about the 
government’s performance. In fact, in the 
tK;ginning, after coming to power, the BJP 
had been reluctant to hold the panchayat 
elections. Second, incidents such as the one 
at Kadi, where dalit and Muslim shops were 
torched by the patidars, with (he state health 
minister, Nitin Patel (himself a paiidar). 


pnesenr in the town, arc a warning (ha 
dominant communities and economic! 
interests will take (he offensive, assured of 
the benign neutrality, if not the active 
backing, of the state. Unfortunately, there is 
no opposition party with enough credibility 
to gain the trust of the oppressed sections' 
and effectively organise political action 
around them. 

SRI LANKA 

New Entrants 

THE escalation of hostilities in north-cast 
Sri Lanka, expected as it was after the 
LTTE’s withdrawal from the ‘peaceprocess’, 
prompt comment for several reasons. For 
one, there is the brutal attack on the widely 
revered Buddhist monk, which has led to 
reprisals against Tamils and has emphatically 
underlined the ethnic nature of the conflict 
The LTTE could not have been unaware of 
the respon.se such a killing would have 
evoked and it would appear that the Tigers 
are now rc-slaling their objective of a 
Tamil homeland, which had got dc- 
emphasised in the run-up to the peace talks 
and while the talks were on. Second, the use 
of surfacc-to-air missiles by the LTl'E has 
signalled the beginning of a long engage 
ment and also that the LTFE’s resource- 
base is intact. The LTTE’s international 
network must have been working at acquir¬ 
ing these weapons even as the peace prcKCss 
was on. While this is not a new tactic that the 
LTTE has used - to rearm itself even while 
apparently engaging in negotiations-it was 
expected that the Kumaratunga initiative, 
because it offered more manoeuvrability to 
the LTTE than perhaps ever in the pa.si, 
would be treated with greater seriousness 
by the Tigers. But now the rcasscrlion of 
the ‘celam’ objective and the resumption of 
hostilities, at a markedly more .sophistica¬ 
ted level of warfare, project what was a 
Sri Lankan issue into the international 
and certainly the south Asian arena 
emphatically. 

It is against this background that India’s 
request for the extradition of Prabhakaran. 
the LTTE supremo, and the positive response 
of the Sinhala prc.ss must be viewed. If Sri 
Lanka were to accede to India’s request, 
this could open the door to Indian inter 
vention once again, even though given the 
constraints of a forthcoming general 
election, the Indian government may not 
be keen on pursuing such a course im¬ 
mediately. The mood in Sri Lanka appears 
to be to strengthen the military effort to 
defeat the LTTE. In pursuance of this 
objective, Sri Lanka has requested the US 
for military supplies and the request has 
been granted. But in doing so, it has also 
provided the US with the opportunity to 
strengthen its new initiatives in south Asia 
Robin Raphel’s statement in Washington 
late last month that the US is considering 
providing Colombo with supportive equip¬ 
ment and military training facilities to help 
control ’Lankan militancy* is ominous, to 
say the least. 
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Unit Thist of India 

SET UP in 1964, Unit Trust of India (UTI) 
was conceived of as an institution to channel 
the savings of the small investor into 
industrial development. Over the years UTI 
has evolved into an institution of some 4.80 
crore unit-holders, managing invcstible funds 
of the order of Rs 61,000 crore. UTI has an 
80 per cent share of the funds management 
industry. The initial capital of Rs 5 crore. 
.subscribed to by the RBI, other financial 
institutions, LlC SBl and its subsidiaries 
and other scheduled banks, including a few 
foreign banks, served as a base portfolio 
with the help of which the UTI could launch 
the Unit Scheme 1964 (US-64). Later in 
1976, RBI’s contribution was taken over by 
IDBI. Children’s Gift Growth Fund, an open- 
ended .scheme, was launched in 1986 to 
provide for investment for the security of 
children The scheme provides an assured 
rciiiin of 14 per cent. Masiersharc, a close- 
ended growth fund, also launched in 1986, 
has given investors an anruiali.sed return of 
36 per cent since inception. The Fund has 
paid regular dividends for the last nine years, 
made two rights issues and three bonus 
issues. The I JTl has also pioneered offshore 
funds India Fund and India Growth Fund 
were launched in 1986 and 1988. UTI joined 
hands with other financial institutions and 
established the Infraslrucluie Leasing and 
Financial Services to lund large infrastructure 
projects. The UTI has many other firsts to 
its credit, such as CRISIL, the first credit 
rating agency (1987), the Stock Holding 
Corporation of India (1987), the Technology 
Development Corporation of India (TDCI) 
and the country’s first venture capital 
management msliiulion (1986). UTI 
Investment Advisory Services (UTl-IAS), 
set up in 1988. siipplcnienis the equity 
rc.searchdonch\^l TI. UTMAS is registered 
with (he Securities Exchange Commission, 
USA, and is advisor to the India Growth 
Fund listed in New York. The UTI Institute 
of Capital Markets (1989) was set to I acihtate 
training and research in areas related to the 
capital market. UTI currently offers 58 
different schemes, most of them launched 
to benefit specific categories of investors, 
such as the Rajiakshmi Unit Scheme, Senior 
Citizens Unit Plan. Grihalakshmi Unit Plan, 
Retirement Benefit Plan,Children's College 
and Career Fund, Bhopal Gas Victims 
Monthly Income Plan, Growing Corpus 
Growing Income Plan and Deferred 
Income Unit Plan. In 1994, as part of its 
diversification programme, the UTI 
promoted a private sector bank, the UTI 
Bank. The bank has branches in Bombay, 
Calcutta, New Delhi, Hyderabad and 


Bangalore. UTI Investors Services Limited 
(UTI-ISL) (1993) was set up to provide 
quality registrar services. UTI Securities 
Exchange Limited (UTI-SEL) was set to 
provide broking services. UTI-SEL also 
plans to actively participate in underwriting 
activities and in the debt markets. It also 
plans to set up subsidiaries for activities like 
credit rating, investment banking, 
information services, financial product 
marketing, fund accounting, etc. UTI is 
currently implementing a technology 
upgradation programme which involves on- 
line computerisation of operations and 
networking offices through telecommuni¬ 
cations for providing prompt service to 
investors. UTI ha.s 44 percent of its invcstible 
funds in equity. It holds stakes in more than 
1,(K)0 Indian companies and accounts for 
over 10 per cent of the market capitali.sation 
of all listed scrips on the BSE. Thirty-three 
per cent ot the UTI’s invcstible funds have 
been invested in debt in.slrumcnls. Its debt 
market operation.s cover a range of 
instruments including publicly issued and 
privately placed debentures, bonds and 
mcdium-lcrni notes. About 23 per cent of 
UTI’s total invcstible funds are accounted 
tor by government paper and call deposits, 
bill rediscounting and commercial paper. As 


in past years, UTI is offering units under 
its US-64 scheme at a special price of 
Rs 15.50 in July; the offer is open from 
July 1 to July 15. 

Bell Agromachina 

Bell Agromachina was incorporated in 1989 
to manufacture conventional agricultural 
implements and tractor trailers, such as MB 
ploughs, spring cultivators, reversible 
ploughs and disc harrows. The company 
plans to start commercial production by 
September this year. It has entered into 
technical collaboration with Falc S A S of 
Italy. It has also entered into a buy-back 
arrangement with the collaborators for lifting 
50 per cent of the production at prevailing 
international prices. Under the collaboration 
agreement, the company is free to sell its 
products in South Asia. The lead managers 
have appraised the project and estimated its 
cost at Rs 411.2 lakh. To part finance the 
project, the company will enter the capital 
market on July 12 with a public issue of 
25,08,000 equity shares of Rs 10 each at par 
aggregating Rs 250.8 lakh. The issue is 
being jointly managed by SREI International 
Finance, Netwest Finance and Hindustan 
Financial Management. 
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The inflation rate fell marginally to 8.3 percent in the week ended June 10, maintaining its single-digit run for the 1 Ith successive week sin^e April L Increase 
in net RBI credit to the centre in 1995-% so far has touched Rs 13.580 crore (Rs 3.880 crore in the same period of 1994-95. both after closure df govorotnent 
accounts) - close to the highest ever touched during the comparable period of 1993-94 (Rs 13.726 crore). Bank deposits and advances continue to show absolule 
declines Cominoditywise data on foreign trade for the full year 1994-95 reveal the dominance of agricultural and agriculture-based exports. In imports, while 
(here was a fall in the share of hydrocarbon.s and lubneanrs, capital goods continued to constitute more than one-fifth of total imports. 

Macroeconomic Indicators 


Weights June 10. _ Variation (Per Cent): Poim-to-Point 


Index Numbers of Wbolesak 
Prices (198i-82=rl00) 


1995 

Over 

Month 

Over 12 Months 
Latest Previous 

Final Y£M-Stt£aL. 

1995-96 1994-95 

. 1994-95 

1993-94 

1992-93 

1991-92 

All Commodities 

1(K).0 

289.9 

0.8 

K.3 

11.8 

20 

3.6 

10.4 

10.8 

7.0 

13.6 

Pnmary Articles 

.^2.3 

298.2 

0.3 

7.9 

14.6 

1 7 

6.7 

12.7 

11.5 

3.0 

15.3 

Food Articles 

174 

330 0 

• 1.5 

6.3 

129 

4 1 

10.7 

11.9 

4.4 

5.4 

20.9 

Non-Food Articles 

10.1 

315 3 

-1 8 

11.4 

21 1 

-2 1 

1 0 

15.5 

24 9 

-1 4 

8.1 

Fuel. Power, Ughi and Lubricants 

10.7 

284.6 

00 

2.8 

97 

1.1 

-0 4 

2.4 

13.1 

15.2 

13.2 

Manufactured ProducLs 

.57 0 

286.2 

1 2 

9.7 

10 6 

2.4 

2.6 

10.7 

9.9 

7.9 

12.6 

Food Producis 

10.1 

277.2 

00 

3 9 

10 0 

1.6 

5 8 

8.1 

12.3 

6.8 

10.2 

Food Index (computed) 

All Commodities (Average Basis) 

27 5 

3106 

1 0 

5 5 

119 

33 

9.0 

106 

7.0 

5.8 

17 1 

(April-June 10. 199.5) 

100.0 

288 0 

- 

8.0 

9 4 

8.8 

11.9 

109 

8.3 

10.1 

13.7 


Cost of Living Indices 

Latest 

Month 


Variation (Per Cent): Poinl-io-Point 



Over 

Month 

Over 12 Months Fiscal Year So Far 1994-95 
Latest Previous 1995-96 1994-95 

1993-94 1992-93 

1991-92 

Industrial Workers (i982=l00) 

295^ 

07 

9.7 9.8 0 7 0 7 9 7 

9.9 

6 1 

13 9 

Urban Non-Man Hinp (1984-85=100)* 

243- 

0 4 

9.5 8 3 9.5 8 3 

8 3 

6.8 

13.6 

Agii Lab (July 60 to June 6I = I(K)) 

I.W* 

0 5 

12 1 12.1 0 5 -09 106 

II 6 

07 

21 9 

* for 1994-95 








May 26. _ 


Variation. 




Money and Banking (Rs crore) 

1995 

Over 

Fiscal Year So Far 1994-95 

1993-94 


1992-93 



Month 

1995-96 1994-95 





Money Supply (M,) 

534684 

.5298 (1 0) 

8206 (1 6) 

3941 (0 9) 

75167 (16 7) 

72467 (19 1) 

50484 (15.4) 

Curiency with Public 

110444 

3812 (3 6) 

9.574 (9 5) 

9301 (114) 

18990 (23.2) 

14067 (20 7) 

7111 (11.7) 

I^jposits with Banks 

417729 

997 (0 2) 

4529 (-11) 

4779 (-1 3) 

.5.5321 (15 1) 

57185 (18 5) 

42945 (16 1) 

Net Bank Credit to oovi 

232900 

1277 (0.6) 

13309 (6 I) 

10377 (5 1) 

14.380 (7 0) 

29376 (16 7) 

17903 (113) 

Bank Credit to C'ominl Sector 

289080 

334 (0 1) 

1190(0.4) 

^.327 (4.8) 

43796 (17.9) 

I6.‘i9l (7 3) 

30187 (1.'>..3) 

Net Foreign Exchange Assets 

74564 

-411 (-0 5) 

- 1326 (-1 7) 

3816 (7 1) 

22J97 (41 3) 

28775 (115 3) 

3747 (17 7) 

Re.serve Money (June 02, 1995) 

181409 

1527 (0 8) 

124.35 (7 4) 

1047.5 (7 6) 

30386 (21 9) 

27843 (25 1) 

11274 (II 3) 

Net RBI Ciedil to Centre 

112493 

1.558 (1 4) 

13815 (140) 

2934 (3 0) 

949 (1 0) 

1306(1 4) 

3586 (3.9) 

.Scheduled Commercial Banks (June 09, 

1995) 







DefMisits 

.375705 

-94 (0 0) 

-6795 (-1 8) 

-3223 (- 1 3) 

49271 (14.8) 

52144 (18 6) 

39017 (16.1) 

Advances 

208.549 

-1763 (-0.8) 

-1157 (-0 6) 

-5303 (-3 1) 

38784 (22.7) 

11566 (7 3) 

23757 (I7..5) 

Non-Food A(Jvance.s 

19.3053 

-2962 1-1 5) 

-4.378 (-2.2) 

-6472 (-4 0) 

37416 (23 4) 

7402 (4 9) 

21684 (16.6) 

Investments 

151487 

2142(1 4) 

2233 (15) 

9744 (7 2) 

14172 (10.5) 

28435 (26.7) 

16820 (18 7) 


Index Niinihcrs of Industrial Weights Jan Average for Fiscal Year So Fa r_ Vanalion (Per Cent)' Fiscal Year Averages 

Production (I%()-81=^100) 1995 1994-95 1993-94 1993-94 1992-93 1991-92 1990-91 1989-90 1988-89 1987-88 


General Index 

100 0 265.5 

242 2(7.6) 

225.1 (5 5) 

3.0 

23 

0 5 

8.4 8.6 

8 7 7.3 

Mining and Quarrying 


115 282 4 

235.1 (6.5) 

220.8 (3.6) 

2 5 

05 

0.9 

4.5 6 3 

7 9 3.8 

Manufuctiiring 


77 1 252.7 

2.33 0 (8 8) 

216.6(5 4) 

22 

2.1 

3.0 

9.1 8.6 

8.7 7 9 

Elect nc It y 


11 4 335 1 

311.0(84) 

286.8 (7.2) 

7 3 

5 I 

8.5 

7.8 10.8 

9.5 7.7 

Capital Market 


June 23. Month Year 

1995-96 So Far 

1994-95 

End of Fiscal Year 


1995 Ago Ago 

Trtnigh 

Peak 

Trough 

Peak 

1994-95 1993-94 1992-93 

B.SE .Seosilivc Index (1978-79=100) .3316 32.36 42.S8 

3015 

.3484 

3233 

4604 

3261 

3779 2281 



(-22 1) 

(90.5) 





(-13.7) 1 

(65,7) (-46.8) 

National Index (1983*84=100) 

1567 1551 2017 

1482 

1691 

1572 

2176 

1606 

1830 1021 



(-22 3) 

(93 4) 





(-12.2) 

(79.2) (-48.1) 

Foreign Trade 

March 

Cumulative for Fiscal Year So Far 






1995 

1994-95 

1993 94 

1993-94 

1992-93 

1991-92 

1990-91 

19X9-90 

Fxpncis Rs crore 

9251 

82330 (18.4) 

69547 (.30 4) 

69547 (29 5) 

53688 (21.9) 44042 (35.3) 

32553 (17.6) 

27681 (36.8) 

LS S mn 

2922 

26233 (18 3) 

22173 (20.4) 

22173 (19 6) 

185.37 (3.8) 17866 (-1..5) 

18143 (9.1) 

16626(19.0) 

Imports Rs cioie 

9062 

88705 (218) 

72806 (15.7) 

72806 (14.9) 

6.3375 (32 4) 47851 (10 8) 

43193 (22.0) 

35416 (25.4) 

US inn 

2863 

28251 (21 7) 

23212 (68) 

23212 (6.1) 

21882 (12.7) 19411 (-19.4) 

24073 (13.2) 

17504 (6.2) 

Non-POL US $ mn 

2312 

22.5.38 (29.1) 

17456 (10.6) 

17456(10.6) 

15782 (12.3) 14047 (-22.2) 

18045 (3.1) 

21272(9.1) 

Balance of Trade Rs crore 

189 

-6375 

-3259 

-32.59 


-9687 

-.3809 

-10640 

-7735 

USSmn 

59 

-2018 

-1039 

-1039 


-3345 

-L545 

-5930 

-4646 


June 16, June 17, Mur 31. 



Vanfllion Over_ 



Foreign Exchange Ketierves 1995 1994 

1995 Monlh Year 

Fiscal Year So Far 

1994-95 

1993-94 1992-93 1991-92 

(excluding gold) 



Ago 

Ago 

1995-96 

1994-95 




Rs crore 

62051 50391 

6602H -1707 

11661 

-.3977 

2765 

18402 


U.S 5 mil 

19802 1^162 

20816 -169 3640 

-1014 

986 

5640 

8724 



1472 









FoitigiilVade 











Commed^ CompoaltitNi of 

1994-95 

1993-94 

1992-93 

1991 

-92 

1990-91 


RsCr 

US$mn 

RsCr US$mn 

RsCr 

US $mn 

Rs Cr US $ inn 

RsCr US$mn 

Food^^ live animals 

chiefly for food 

3986(4.5) 

1269 

1651(2.3) 

526 

1911(3.0) 

660 

804(1 7) 

326 

917(2 1) 

511 

Pulses 

574(0.6) 

183 

567(0.8) 

181 

334(0 5) 

115 

255(0 5) 

104 

481(1.1) 

268 

Cashewnuts 

685(0.8) 

218 

483(0.7) 

154 

376(0.6) 

130 

267(0.6) 

108 

134(0.3) 

75 

Sugar 

2246(2.5) 

715 

neg 

neg 

neg 

neg 

I (neg) 

03 

9(neg) 

5 

Crude materials, inedible oils I 

except fuels 

6483(7.3) 

2065 

4273(5 8) 

1362 

4777(7.5) 

1649 

3268(68) 

1326 

3363(7 8) 

1875 

Fntiliser crude 

471(0.5) 

1.50 

388(0.5) 

124 

459(0.7) 

158 

455(1.0) 

185 

347(0 8) 

193 

1 Metalifors ores and metal scrap 2127(2.4) 

677 

1411(1.9) 

450 

1922(3.0) 

664 

1175(2-S) 

477 

1.528(3.5) 

852 

1 Mineral fuels, lubricanu and 

1 related materials 

20837(23_‘i) 

6636 

19508(26.7) 

6219 

18525(29.2) 

6396 

14160(296) 

5744 

11606(26 9) 

6468 

1 Petroleum, crude and 1 

1 products 

18629(21.0) 

5933 

18045(24.7) 

5753 

17142(27.0) 

5919 

13123(27.4) 

5323 

10816(25 01 

6028 

1 Animal and vegetable oils. I 

fats and waxes 

612(0.7) 

195 

168(0.2) 

54 

168(0.3) 

58 

249(0.5) 

101 

326(0.8) 

182 

Chemicals and related products 

13077(14.7) 

4165 

931702.7) 

2970 

8913(14.1) 

3077 

7526(15.7) 

3053 

5447(12 6) 

3036 

Organic chemicals 

4449(5.0) 

1417 

2783(3.8) 

887 

1871(3.0) 

646 

1361(2.8) 

552 

1442(3 3) 

804 

Fertiliser manufactured 

2351(2.7) 

749 

1983(2.7) 

632 

2023(3 2) 

698 

1591(3.3) 

645 

1141(2 6) 

636 

1 Manufactured goods classified 

1 chiefly by materials 

14622(16.5) 

4657 

14619(20 0) 

4661 

1245.5(19,7) 

4300 

9193(19 2) 

3729 

8638(20 0) 

4814 

1 Pearls, precious/semi- 

precious stones 

5019(5.7) 

1.598 

8294(11.3) 

2644 

7072(11.2) 

2442 

4825(10.1) 

1957 

3738(8.7) 

2083 

Iron and steel 

3559(4.0) 

1133 

2.347(3.2) 

748 

2060(3.3) 

711 

1741(3.6) 

706 

1892(4.4) 

1055 

Non-fenrous metals 

2689(3.0) 

856 

1504(2.1) 

480 

1144(1.8) 

395 

839(1.8) 

340 

1102(2-6) 

614 

Capital goods 

19611(22.1) 

6246 

16630(22.7) 

530 

13123(20.7) 

4531 

10432(21 8) 

4232 

1046.5(24 2) 

5833 

1 Machinery except electrical I 

and^achtne tools 

8549(9.6) 

2723 

5902(8.1) 

1882 

4786(7.6) 

1653 

3593(7.5) 

1458 

3768(8 7) 

2100 

Transport equipment 

3467(3.9) 

1104 

3981(5 4) 

1269 

1338(2.1) 

462 

915(1 9) 

371 

1670(3 9) 

931 

Project goods 

5583(6.3) 

1778 

5062(6 9) 

1614 

3701(5.8) 

1278 

.3625(7 6) 

1471 

2.551(5 9) 

1422 

Others 

9476(10,7) 

3018 

6934(9 5) 

2211 

3503(5.5) 

1209 

2220(4 6) 

900 

2431(5 6) 

1355 

Total 

88705(100 0) 

28251 73101(100 0) 

23m 63375(100 0) 

21882 

47851(1000) 

19411 

43I93U(H).()) 

24073 

Exports 

Fo^ and live animals chiefly 

for food 

11945(14.5) 

3804 

10851(15 6) 

3459 

8084(15 1) 

2791 

6861(15.6) 

2783 

46<.5(I4 .)) 

2666 

Cashew nut 

1242(1..5) 

395 

1045(1 5) 

333 

745(1.4) 

257 

672(1 5) 

272 

441(1 4) 

252 

Oil meals 

1795(2.2) 

572 

2324(3 3) 

741 

1-545(2.9) 

533 

921(2 1) 

374 

609(1 9) 

348 

Marine products 

3572(4.3) 

1122 

2552(3.7) 

814 

1743(3.2) 

602 

1443(3.3) 

5H5 

960(2 9) 

549 

1 Beverages, tobacco and I 

1 tobacco manufactures 

120(0.2) 

38 

139(0 2) 

44 

160(0 3) 

.55 

102(0.2) 

42 

70(0 2) 

40 

1 Crude materials, inedible 1 

oils except fuels 

4894(5.9) 

1559 

4901(7 0^ 

1.563 

2798(5 2) 

966 

3022(6 9) 

1226 

2926(9.0) 

1672 

Iron ore 

1309(1.6) 

417 

1374(2 0) 

438 

1104(2.1) 

381 

M35(.^ 3) 

582 

1049(3.2) 

600 

1 Mineral fuels, lubricants and 1 

related materials 

1304(1 6) 

415 

1248(1 8) 

398 

1379(2.6) 

476 

1022(2 3) 

415 

938(2 9) 

536 

Petroleum crude and products 

1304(1.6) 

415 

1248(1 8) 

398 

1379(2.6) 

476 

1022(2.3) 

415 

938(2 9) 

536 

1 Animal and vegetable oils, 

1 waxes and fats 

476(0.6) 

152 

.357(0 5) 

114 

162(0.3) 

56 

169(0.4) 

69 

89(0.3) 

51 

1 Chemicals and chemical products 7941(9.6) 

2529 

6000(8.6) 

191.3 

4198(7.8) 

1449 

4146(9.4) 

1682 

2722(8 4) 

1555 

f Drugs, pharmaceuticals 

1 and fine chemicals 

2494(3.0) 

794 

2010(2 9) 

641 

1533(2 9) 

529 

1550(3.5) 

629 

1014(3 1) 

580 

i DyesAntermediates/coal tar 

chemicals 

1486(1.8) 

473 

1151(1.7) 

.367 

958(1.8) 

331 

781(1.8) 

317 

442(1 4) 

253 

Plastic and linoleum piYiductfl 

1472(1.8) 

469 

1053(1.5) 

336 

433(0.8) 

150 

276(0.6) 

112 

2(X)(0.6) 

114 

1 Manufactured goods dassifled 

chiefly by materials 

45807(55.6) 

14589 

38223(54.8) 

12186 

30752(57.3) 

10618 

23540(53.4) 

9549 

17085(.52.5) 

9764 

Leather manufactures 

2112(2.6) 

673 

1793(2.6) 

572 

2512(4.7) 

867 

1984(4.5) 

805 

2566(7 9) 

1467 

Leather footwear 

1575(1.9) 

502 

1436(2.1) 

458 

1188(2.2) 

410 

1143(2.6) 

464 

- 


Gems and jewellery 

14134(17.2) 

4501 

12532(18.0) 

3995 

8897(16.6) 

3072 

6750(15.3) 

2738 

.5247(16 1) 

2999 

1 Cotton yatnffabrics. 

1 madeops, etc 

6951(8.4) 

2214 

4821(6.9) 

1537 

3911(7.3) 

1350 

3203(7.3) 

1299 

2100(6 5) 

1200 

1 Manmade yam, fabrics. 

niadeu|M,«tc 

1936(2.4) 

617 

1335(1.9) 

426 

1079(2.0) 

373 

821(1.9) 

333 

407(1.2) 

232 

RMC cotton and accessories 

7827(9.5) 

2493 

6173(8.9) 

1968 

5156(9.6) 

1780 

3754(8 5) 

1523 

2<'>42(8 1) 

1510 

CMm goods ' 

Metal mamifactiiret 

7328(8.9) 

2334 

6166(8.8) 

1966 

4964(9.2) 

1714 

40,54(9.2) 

1645 

3087(9 5) 

1764 

2353(2.9) 

749 

2080(3.0) 

663 

1622(3.0) 

560 

1194(2.7) 

484 

819(2 5) 

468 

Machineiy and mstnmieiiti 

2282(2.8) 

727 

2004(2.9) 

639 

1569(2.9) 

542 

1433(3.3) 

582 

1249(3 8) 

714 

Transport equipments 

2406(2.9) 

766 

1857(2.7) 

.592 

1546(2.9) 

534 

1224(2.8) 

490 

719(2 2) 

411 

Others 

2525(3.1) 

804 

1866(2.7) 

595 

1192(2.2) 

412 

1125(2,6) 

457 

971(3 0) 

5*^5 

Electniiik goods. 

1273(1.5) 

405 

952(1.4) 

303 

615(1.1) 

212 

654(1.5) 

265 

417(1 Vi 

238 

Total 

(Fimires In hraekeis are pereene 

82338(100.0) 
■fM to tool) 

26233 69749(100.0) 

22237 53688(100.0) 

18537 

44042(100.0) 

17865 

32.5.5.3(100 0) 

18604 


hhtex: (i) Supencfipt ntimml denoies month to ^ich figure relates, e g, superscript' stands for March (ii) Figures in brackeis ore pc^rceniage 
variations over the period specified or over the comparable period of the previous year, means not available 
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Cbl^ANIES _ 

GODREJ SOAPS 

New Hants 

GODREJ SOAPS, the flagship company of 
the Godrej group, has an equity of Rs 40 
crore and is one of the leading soap 
manufacturers in the country. The company 
did not fare well in 1993-94. Sales were 
down by Rs 2.59 crore. operating profit by 
Rs 10.59 crore and net profit by Rs 4.62 
crore. Rise in non-operating profit and other 
income and fall in interc.st charges were 
offset by increase in taxation and deprecia¬ 
tion. Exports grew by 43 per cent. A dividend 
of 30 per cent was declared for the year. 
Debt-equity ratio fell sharply from 27 per 
cent in 1992-93 to 8 per cent in 1993-94. 
While sales to total assets fell by 20 
percentage points, sales to gross fixed assets 
fell by 23 percentage points. Return on 
investment fell by 2 percentage points. 
Consumption of raw materials went up by 
6 percentage points from 43 per cent in 
1992-93 to 49 per cent in 1993-94. Earning 
per share fell by Rs 4. Inventories to sales 
fell by 3 percentage points. Net value added 
to value of production fell by 2 percentage 
points while remuneration to employees rose 
by 1 percentage point. 

Though sales were marginally lower, 
volumes in many segments were high. Unit 
prices in many categories were low as a 
result of the business reorganisation resulting 
from the alliance with Procter and Gamble. 
The company along with Procter ana Gamble 
launched several products like 'Camay*. Also 
brands like Cinthol and Godrej Ganga were 
restaged. The consumer products division 
relaunched Godrej shaving cream and 
Cinthol talcum powder. The chemical 
division fared well. The oil palm plantation 
division increased land under plantation in 
Andhra Pradesh and Goa where the company 
proposes to set up oil mills. The bio¬ 
technology division registered a turnover of 
Rs 2 crore. It deals in diagnostic products 
including chemiluminescence and 
radioimmunoassay kits from the Nichols 
Institute of Diagnostics, USA. hematology 
systems and parasite detection systems and 
other immunodiagnostic kits while acting as 
distributor for Becton Dickinson and Co and 
Schtapparclli Biosystems BV. The company 
in April 1994 merged Gujarat-Godrej 
Innovative Chemicals, a loss-making 
company, with it. 

Godrej Soaps currently has two 
manufacturing plants, in Bombay and 
Maianpur. !c proposes to set up a third one 
in Andhra Pnaiesh for the manufacture of 
soaps, The company for this purpose plans 
to make a public issue of over Rs 200 crore 


in the middle of this year. The company had 
taken over Transelectm Domestic Products 
and has plans of selling part of its stake to 
Johnson Bcewax of USA. The company has 
announced a 1:2 bonus issue. The post¬ 
bonus equity capital will rise by Rs 20 crore 
thus taking the total to Rs 60 crore. 

The company expended Rs 215 lakh on 
research and development activities in 1993- 
94. against Rs 135 lakh in the previous year. 
R and D activities were carried out in oils, 
fats and fatty acids, soaps and detergents, 
cosmetics and toiletries, plant tissue culture, 
organic synthesis, research plantations, etc. 

HINDOOSTAN SPINNING AND 
WEAVING MILLS 

Modernisation 

Programme 

Hindoostan Spinning and Weaving Mills 
declared a dividend of 20 per cent for 1993- 
94. The company’s net sales were up by 21 
per cent. While profit after tax rose by 10 
per cent, operating profits were up by 30 per 
cent. Margins were down due to rise in 
taxation, interest charges and depreciation, 
coupled with fall in other income and non¬ 
operating surplus. Exports ruse by 24 per 
cent, while imports fell by 78 per cent. 
Short-term borrowings were up by 4 
percentage points for the year. Debt-equity 
ratio fell sharply at 84 per cent and 69 per 
cent for 1992-93 and 1993-94, respectively. 
Sales to total assets fell by 3 percentage 
points, while sales to gross fixed assets rose 
by 7 percentage points. Inventories to sales 
rose by I percentage point and raw material 
consumption fell by 2 percentage points. 
Gross .saving to gross capital formation rose 
by 8 percentage points. Return on investment 
fell by 1 percentage point. Net value addition 
fell to 34 per cent and 31 per cent in the 
past two years. Operating profit to gross 
value added rose at 24 per cent and 30 per 
cent for the same peric^. 

The company experienced an increa.se in 
cotton prices and also difficulty in obtaining 
the raw material. The company’s operations 
were adversely affected by increase in raw 
material prices and other input costs. The 
Birla Economic and Textile Research 
Foundation Award for Excellence was 
awarded to the company as a recognition of 
its cost reduction programme. The company 
invested Rs 14 crore on its modernisation 
programme. Machinery worth Rs 7 crore. 
including40 Sulzer looms, have been already 
installed. An investment of Rs 90 crore to 
Rs 100 crore has been planned for the next 
three to four years in the company’s Bombay 
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units. The company also plans to put up a 
new export-oriented manufacturing facility 
at Karad. A capital outlay of Rs 50 crore 
has been planned for this.and 40 acres of 
land have been acquired. Orders for open- 
end spinning machinery and 48 Sulzer looms 
have been already placed. The plant is 
expected to commence production in the 
second quarter of 1995-96. 

Research and development expenditure 
amounted to Rs 21 lakh fdf 1993-94. Besides 
efforts to reduce cost, the department also 
undertook activities in finishing of fabrics 
such as improved pilling resistance and 
fastness to rubbing of pigment prints. The 
R and D centre of the company has been 
recognised by the government of India’s 
department of science and technology. 

DCM DAEWCX) MOTORS 

New Joint Venture 

Formerly DCM Toyota, DCM Daewoo 
Motors registered mixed performance in 
1993-94. Sales were up by Rs 18.65 crorc 
and operating profits by Rs 3.53 crore. After 
interest charge.s at Rs 13.98 crore and 
provision for depreciation at Rs 2.44 crore, 
there was a loss of Rs 11.14 crore. only 
marginally lower than the loss of Rs 13.90 
crore in the previous year. Exports were up 
by 46 per cent while imports fell by 11 per 
cent. Debt-equity ratio fell by 415 percentage 
points and short-term bank borrowings by 
34 percentage points. Sales to total assets 
rose from 64 per cent in 1992-93 to 81 per 
cent in 1993-94. Sales to gross fixed assets 
rose by 33 percentage points. 

The company secured bulk orders from 
the Indian army, the Maharashtra police and 
Coca Cola. With value engineering and 
incrca.sed indigeni.sation of components, the 
company has been gradually reducing costs 
and also its vulnerability to exchange rate 
fluctuations. But the appreciation of the yen 
still hurts the company. A new model. Dyna 
900. was introduced during the year to cater 
to the needs of the higher payload market 
Variations in the existing models were also 
introduced. The company has entered into 
a joint venture with Daewoo Corporation of 
Korea for the progre.ssive manufacture of a 
range of comfortable, spacious and sturdy 
passenger cars with contemporary style and 
features in the 1500cc to 2000cc capacity. 
Daewoo is to have a 51 per cent equity 
participation in the joint venture and it will 
invest more than Rs 100 crore in the first 
year. In the first phase, the project cost is 
estimated tp be $ 200 million for the 
production pf50,000 cars. The joint venture 
project will also manufacture and market 
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Financial Indicators 

Godr^ 

SOADS 

Hiiidoaataii 

Mwl Weaving 

DCMDm- 
woQ Motorg 

Goctec 

_(India)_ 

Otis 

Elevator 

March 

1994 

March 

1993 

March 

1994 

March 

1993 

March 

1994 

March 

1993 

March 

1994 

March 

1993 

March 

1994 

March 

1993 

IiKomc/approprlailoiu 

1 Net sales 

37153 

37412 

17880 

14540 

10033 

8188 

10988 

5825 

9881 

8600 

2 Value of production 

37189 

39241 

17412 

15052 

10359 

8067 

11177 

5903 

10126 

10050 

3 Other Income 

2664 

1375 

479 

588 

1049 

834 

313 

431 

313 

193 

4 Total income 

39853 

40616 

17891 

15640 

11408 

8901 

11490 

6334 

10439 

10243 

5 Raw materials/stores and spares 
consumed 

18863 

19484 

7533 

7033 

7764 

5948 

5699 

1716 

3791 

4255 

6 Other manufacturing expenses 

8498 

5152 

2756 

2171 

877 

760 

759 

476 

221 

213 

7 Remuneration to employees 

3147 

3284 

3921 

3615 

470 

380 

1768 

1511 

3811 

3550 

8 Other expenses 

3264 

5556 

1860 

1421 

1765 

1634 

1446 

1043 

1302 

1110 

9 Operating profit 

6081 

7140 

1821 

1400 

532 

179 

1818 

1588 

1314 

1115 

10 Interest 

2664 

325! 

779 

735 

1398 

1337 

740 

736 

3 

48 

11 Gross profit 

3836 

3701 

1157 

980 

-870 

-1146 

1119 

828 

992 

843 

12 Depreciation 

731 

704 

520 

456 

244 

244 

317 

230 

187 

174 

13 Profit before tax 

3105 

2997 

634 

523 

-1114 

-1390 

802 

598 

804 

666 

14 Tax provision 

575 

5 

222 

150 

0 

0 

220 

230 

459 

377 

15 Profit after tax 

2530 

2992 

412 

373 

-1114 

-1390 

582 

368 

345 

289 

16 Dividends 

885 

106 

144 

106 

0 

0 

368 

299 

169 

134 

17 Retained profit 

1665 

2886 

268 

267 

-1114 

-1390 

214 

69 

176 

155 

Liabilities/assets 

18 Paid-up capital 

3296 

2592 

760 

637 

4500 

3000 

1228 

1228 

627 

537 

19 Reserves itnd surplus 

22906 

12373 

4628 

3405 

-3718 

-2532 

7988 

7949 

3650 

2637 

20 Long term loans 

2111 

4132 

3737 

3431 

3689 

4148 

3455 

2104 

0 

100 

21 Short term loans 

9889 

11498 

1779 

1315 

3338 

3597 

1350 

1178 

190 

291 

22 Of which bank borrowings 

3565 

.5031 

1779 

1315 

2641 

3146 

940 

967 

190 

205 

23 Gross fixed assets 

19860 

17768 

9618 

8258 

5448 

5409 

12642 

10879 

2940 

2727 

24 Accumulated depreciation 

4958 

4121 

4706 

4228 

1804 

1619 

3467 

2991 

1751 

1618 

25 Inventories 

5263 

6377 

5228 

4132 

3413 

3092 

2102 

162^ 

10429 

9980 

26 Total assets/liabilities 

44188 

35839 

15050 

12108 

12301 

12619 

15873 

13884 

23359 

18486 

Miscellaneous items 

27 Excise duty 

4632 

4458 

1056 

846 

645 

538 

1567 

1192 

756 

781 

28 Gross value added 

8514 

9342 

5960 

5622 

417 

-53 

3658 

2991 

4300 

4171 

29 Total foreign exchange income 

1137 

994 

3144 

2531 

1608 

IP4 

1679 

239 

126 

28 

30 Total foreign exchange outgo 

6320 

3522 

416 

1116 

2353 

2623 

696 

327 

184 

265 

Key financial and performance ratios 

31 Turnover ratio (sales to total assets) (%) 

84.1 

104 4 

117.5 

120.1 

81.6 

64.7 

69.2 

42.0 

41.4 

46.5 

32 Sales to total net assets (%) 

97.3 

122.3 

162.1 

165 5 

128.5 

99.5 

78.4 

46.8 

216.7 

241.2 

33 Gross value added to gross fixed 
assets (%) 

42.9 

52.6 

62 0 

68.1 

7.7 

-1 0 

28.9 

27.5 

146.3 

153 0 

34 Return on investment (gross profit 
to total assets) (%) 

87 

10.3 

77 

8.1 

-7 1 

-9.1 

7.0 

6.0 

4.2 

4.6 

35 Gross profit to sales (gross margin) (%) 

10.3 

9.9 

65 

67 

-8.7 

-140 

10.2 

14.2 

10.2 

9.8 

36 Operating profit to sales (%) 

16.4 

19.1 

10.3 

96 

5.3 

2.2 

16.5 

27.3 

13 6 

13.0 

37 Profit before tax to sales (%) 

8.4 

8.0 

36 

3.6 

-11.1 

-17.0 

7.3 

10 3 

8.3 

7.7 

38 Tax provision to profit before tax (%) 

18.5 

0.2 

35.0 

28.7 

0.0 

0.0 

27.4 

38 5 

57 1 

56 6 

39 Profit after tax to net worth 
(return on equity) (%) 

9.7 

20.0 

7.6 

9.2 

-142.5 

-297.0 

6.3 

4.0 

8.1 

9 1 

40 Dividend (%) 

30.00 

20.00 

20 00 

- 

0.00 

0.00 

30.00 

30.00 

30.00 

25.00 

41 Earning per share (Rs) 

7.68 

11.54 

541 

5.84 

-2.48 

-4.63 

4.74 

3.00 

5.50 

5.38 

42 Book value per share (Rs) 

79.5 

57.7 

70.9 

63 5 

1.7 

1.6 

49.6 

47.9 

68.2 

59.1 

43 P/E ratio (based on latest and 
corresponding last year's price) 

19.9 

13.9 

00 

26.0 

-30.7 

0.0 

21.9 

13.7 

52.3 

35.3 

44 Debt-equity ratio (adjusted for 
revaluation) (%) 

8.1 

27.6 

69.4 

84.9 

471.7 

886.3 

S6.8 

35.8 

0.0 

3 2 

45 Short term bank borrowings to 
inventories (%) 

67.7 

78.9 

34.0 

31.8 

77.4 

101.7 

44.7 

59.6 

1 K 

2.1 

46 Sundry creditors to sundry debtors (%) 

67.9 

100.2 

76.6 

98.8 

65.7 

51 4 

66.3 

34.3 

38.3 

33 0 

47 Total remuneration to employ^^cs 
to gross value added (%) 

37.0 

35.2 

65.8 

64.3 

112.7 

-717.0 

48.3 

.50 5 

88.6 

85.1 

48 Total remuneration to employees 
to value of production (%) 

8.5 

8.4 

22.5 

24.0 

4.< 

4.7 

15.8 

25.6 

37 6 

35,3 

49 Orois fixed assets formation (%) 

11.8 

- 

16.5 

- 

0.7 


25.0 

- 

7.8 

- 

50 Growth in inventories (%) 

-17.47 

- 

26.52 

- 

10.36 

- 

29.51 

- 

4.50 
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the Toyoia Dyne mge ot hght (»iiiuM:tvuil 
veMcksi. The joint ventufe it to enter the 
IndianniMket withtheiatestDaewoo I SOOcc 
model Cielo, with state>of>the-art 
technology. This it the tingle largest foreign 
inv estmen t in any joint venture project in 
the Indian automobile industry. 

The comp a ny expended Rs 29 lakh on 
l etea r ch and devetopment activities, it has 
a full-fledged Rand D centre and activities 
undertaken include testing indigenous 
components according to the indigenisation 
programme,developmentof special purpose 
vehicles and absor^on and indigenisation 
of Che technology received from Toyota 
Motor Corporation. 

GOETZE (INDIA) 

DiYcrsification 

Programme 

Ooetze India, part of the Escorts group, has 
been the principal manufacturer of piston 
lings in the countiy for over 35 years. The 
company produces 30 million rings annually 
in diameters ranging from 35 mm to 300 
nun. The company also has the distinction 
of being the first in India to produce ally 
cylinder blocks using the low-pressure die¬ 
casting technique. Net sales were up by 88 
per cent (Rs 51.61 crore) in 1993-94, 
openaiQg profit by 14 per cent (Rs 2.30 
croie) and net profit by 58 per cent (Rs 2.14 
crore). Margins would have been higher but 
for the fall in other income by 27 per cent 
(Rs 1.18 crore) and rise in depreciation and 
interest charges. Exports were up by 602 per 
cent (Rs 14.40 crore), while imports were 
up by 157 per cent (Rs 3.90 crore). The 
company enjoys a market share of 65 per 
cent in the OEM market. It enjoys an overall 
market share of 55 per cent. A dividend of 
30 per cent was d^lared for the year. 

Eiebt-equity ratio rose to 37 per cent in 
1993-94. Short-term bank borrowing 
declined to 44 per cent from 59 per cent in 
the previous year. Earning per share was up 
at Rs 4 for the year. Consumption of raw 
materials rose steeply by 28 percentage 
points. Export to sales grew by 11 percentage 
points. R^m on investment grew by 2 
percentage points. Net value added to value 
of production fell by 17 percentage points, 
wh^ remuneration to employees fell 2 
percentage points. 

The company has dtversi fled intounrelated 
areas like retail supermarket chain stores, 
solvent extraction, marine foods and leather 
ganneiu export. During the yearthecompany 
oommisaionedits lolventexiracted vegetable 
oil plant and leather garment factory. Also, 
‘it compleled the expansion project for 
manufoctttie of sophisticated rings. The 
aolvefU exmcted vegetable oil plant has 
been processing sunflower, soyabean and 


mustard seeds. The company made private 
placetnent of equity shares aggregating Rs 
50 crore to repay its high cost loans. 

The company’s research and development 
department focused its activities on the 
developmentof three-piece oil control rings, 
steel top compression rings from hardened 
and tempered material and rings for the 
export market. It also plans to develop 
plasma-coated rings and asymmetrical profile 
pistons. 

OTIS ELEVATOR 

New nant 

Otis Elevatpr, the Bombay-based company, 
has a 60 per cent share of the elevators and 
escalators market. The company increased 
sales by 12 percent (Rs 10.81 crore)in 1993- 
94, operating profit by 17 per cent (Rs 1.99 
crore) and net profit by 19 per cent (Rs 56 
lakh). Taxation was up by 21 per cent (Rs 
82 lakh) and depreciation by 7 per cent (Rs 
13 lakh). This was offset by fall in other 
provisions by Rs 2 lakh and in interest 
charges by Rs 45 lakh and rise in other 
income by Rs 1.20 crore. Exports rose sharply 
by Rs 92 lakh and imports fell by Rs 89 lakh. 
An enhanced dividend of 30 per cent was 
declared for the year against 25 per cent 
for the previous year. Short-term bank 
borrowings were lower. Sales to total assets 
fell by 5 percentage points, while sales to 
fixed assets rose by 14 percentage points. 
Inventories to sales fell from 116 per cent 
in 1992-93 to 107 per cent in 1993-94. Raw 
material consumption fell by 5 percentage 
points. 

The growth in the elevator market by 13 
per cent has helped the company. It booked 
orders valued at Rs 105 crore, an increase 
of 20 per cent over the previous year. The 
company's factory in Kandivli, Bombay, 
achieved cost reduction through import 
substitution, value engineering, effective 
vendor-.sourcing and introduction of high 
quality cost-effective products such as the 
Otis 2001, a new model elevator introduced 
in early 1994. The Otis 2(X)] has a car- 
operating panel, an overload indicator, a 


digital temperatum tndiaifor and a aiylisii 
design. Also, the vertical traction machine 
used saves up to 25 per cent of eneigy and 
reduces load on the building. 

Operations at the company’s Kandivli unii 
were suspended for a period of sevoi month: 
during 1993-94 on account of disturbec 
industrial relations. The company set up i 
Rs 18 crore state-of-the-art manufaclurinj 
plant in Bangalore for producing variable 
frequency elevators for medium speed uses 
The project will be operational by the enc 
of December this year and the produci 
launched around March 1996. The elevatoi 
is to be equipped with the latest Japanese 
technology which has been acquired frorr 
associate companies of Otis in Japan am 
Malaysia. Otis is also planning to set up { 
software technology park in Pune. Apar 
from Otis2001, the company also introduce( 
the VF (variable frequency) elevator and th( 
Elevonic 411 systems during the year. 

The company invested Rs 91 lakh on F 
and D activities^which resulted in th( 
introduction of new products and in cos 
reduction, import substitution anc 
upgradation of services. 

COLOUR CHEM 

Rise in Sales 

Colour Chem, a subsidiary of Hoechst AG 
has shown increased profit in 1994-95. Ne 
sales were up at Rs 230.26 crore agains 
Rs 188.7 crore. Net profit rose to Rs 15.9^ 
crore against Rs 14.93 crore in the previou: 
year. Depreciation and taxation were up b) 
Rs 12 lakh and Rs 30 lakh, respectively 
while interest charges fell by Rs 1.13 crore 
An enhanced dividend of 35 per cent ha: 
been proposed for the year, against 30 pei 
cent declared last year. 

Increase in sales of organic pigments am 
fine chemicals helped in increasing turnover 
The lowering of import duties on fini5hc<j 
products in the area of fine chemicals ami 
leather chemicals has increased competition 
from imported products. Foreign exchange 
earnings were Rs 67.06 crore against R$ 
41.30 crore in the previous year. 


For the Attention of Subscribers and 
Subscription Agencies Outside India 

It has come to our notice that a large number of subscriptions to the EFW from outside 
the country together with the subscription payments sent to supposed subscription agents 
in India have not been forwarded to us. 

We wish to point out to subscribers and subscription agencies outside India that all foietgn 
subscriptions, together with the appropriate remittances, must be forwarded to us and not 
to unauthorised third parties in India. 

We take no respoiBibility whatsoever in lespect of subscriptions not registeied with us. 
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OF LIFE, LETTERS AND POUTTCS 


Londy Hunto*? 

GPD 


We live in post-modernist and post-structuralist times. Nationalism and 
national sovereignty have become bad words. To western statesmen, 
especially American ones, these words sound particularly distasteful when 
they are mouthed by third world spokespersons. But unlike other Asians, 
South Asians for example, the Chinese do not give in to the western view 
that infighting and perpetual division in the third world are highly 
desirable. 


EARLY last month, the president of the 
Republic of China, Li Denghui (the 
Taiwanese prefer the older Wade and Giles 
transcription of Chinese characters; in that 
case his name would be spelled as Teng-hui) 
scored quite a diplomatic triumph when he 
managed to visit his alma mater, Cornell 
University, in the US. He was the first 
Taiwanese president to have set foot on 
American soil in the 16 years since the 
Americans severed diplomatic relations with 
the Republic of China or Taiwan and 
established full-fledged diplomatic relations 
with Beijing. Li had been a doctoral student 
at Cornell and did his Ph D in agricultural 
economics. His address to the alumni of 
Cornell was titled * Always in My Heart'. 
It was, indeed, a matter of the heart, except 
that Beijing probably understood that heart 
to be a lonely hunter out on the kill as far 
as US-China relations were concerned. 
Stapleton Roy, the American ambassador, 
has left Beijing without his successor being 
appointed or even nominated. The Chinese 
have withdrawn their ambassador from 
Washington, a situation very similar to the 
one that obtained between India and China 
in 1961, except that there will be no military 
conflict between the US and China as there 
was between India and China in 1962. It 
would not be very wrong to suggest that in 
spite of the rather strong official denunciation 
of Li’s visit to Cornell, Beijing will be quite 
happy with the basic point that it sought to 
make and successfully did with the Clinton 
administration. As of now it is advantage 
Beijing. Beijing was not happy with all the 
gloss that the US tried to put on the visa 
granted to president Li for his visit to Cornell. 
It made its displeasure known to the Clinton 
administration. 

The net result was Li could not get 
anywhere near Washington. DC. To greet 
Li at Syracuse three important members of 
the US Congress, who have been known to 
be the biggest Taiwan lobbyists in the 
American legislature, were present. But 
tiubody close to the department of state and 
the Clinton administration generally met Li 
during his four-day visit to the Cornell 
campus. In fact Li's scheduled press 
conferenceattheendofhistripwas cancelled 


at the behest of the state department, though 
the state department itself denied this, llie 
Cornell University president ruled that no 
Taiwan flags would be officially displayed; 
which meant that they could be unofficially 
displayed, and indeed they were. As the 
visitor to Cornell happened to be an Asian, 
matters of rank and hierarchy were never 
forgotten. Student.s from the People's 
Republic of China had requested the Cornell 
University president that Li Denghui should 
be referred to as Dr Li rather than as president 
Li. But that request was turned down. Li was 
referred to as president. 

Beijing has reacted very sharply and very 
angrily to the American decision to grant a 
visa to Li Denghui. There was a 
demonstration by students from the People’s 
Republic of China outside the hall where Li 
Denghui was giving out in his address what 
had been "always in my heart". The students 
carried placards saying "don't break up 
C^hina”. There was predictably a parallel 
demonstration by students from Taiwan as 
well. They even shouted slogans in favour 
of an independent Taiwan. 

In fact that is the crucial issue. Wc live 
in post-modernist and post-structuralist 
times. Nationalism and national sovereignly 
have become bad words. Western statesmen, 
especially Amencan ones, think that these 
words sound particularly bad when they are 
mouthed by third world .statesmen. German 
nationalism and German unification are good. 
Chinese unification, like any other Asian 
unification, would be totally di.sastrous. 
Americans have yet anoihcrdilTiculty. Unlike 
other Asians, South Asians for example, the 
Chinese do not seem to realise that infighting 
and perpetual divi.sion in the third world is 
what the west, i e, the ci vili.sed world, badly 
needs. Imagine fora moment the Indians and 
Pakistanis were to realise that they are the 
same people. The entire western strategy in 
South Asia would collapse. The west would 
suffer. Hindu chauvinism and Islamic 
fundamentalism, the best allies the 
domineering and dominant west has. would 
also suffer. Luckily for the west, Bhutto or 
Rap or Yasin Malik in the Kashmir valley 
do not suffer from 'modernist* and 
'historicist' notions of nationalism and 


national sovmignty. The Chi neie. henwever* 
do not share the posc-mademliL 
disintcf^onist view of their own people 
and civilisation. Both Deng Xiaoping mi 
Li Denghui, like Mao Zedmg and C^iang 
Kai-shek earlier, do not subscribe to the 
currently popular view that we live in a post- 
nationalist world and that national 
sovereignty hasbecomeadatedphenomenon. 

This is the reason why China never gives 
up. Indeed the Chinese on both sides of the 
Straits do not give up. They haven't yet, 
anyway. Li Denghui, in fact, said nothing 
which suggested that he. favoured an 
independent sovereign Republic of Taiwan. 
The Beijing protest work^ so well that Lt. 
who has also studied at the Kyoto Uni venicy 
in Japan and was likely to be invited theft 
for a similar lecture, was in for a 
disappointment when the Japanese foreign 
minister, Kono Yohei, who is also the deputy 
prime minister and head of the powerful 
Liberal Democratic Party, said that hit 
government would not issue Li any such visa. 

This, of course, does not mean Chat 
Taiwan’s 'isolation' is going to worsen. It 
is idle to imagine that the decline in the 
number of countries having diplomatic 
relations with the Republic of China or 
Taiwan actually means isolation of the 
Taiwanese regime in real terms. Theie ait 
any number of trade missions in Taipei and 
it should surprise no one if they also function 
as de facto embassies. 

The problem as far as Taiwan is 
concerned is not that it is isolated. The 
problem, if it could be called chat, is its 
insistence that it is the de jure govemn|Mnit 
of China as a whole and shall be the de 
facto government as well one day. That 
is simply not possible. The best that it can 
hope for is an arrangement of one stale 
and two systems. Li Denghui perhaps had 
that in mind when he said that it might be 
possible for him to meet Jiang Zemin, his 
counterpart in Beijing, at some international 
function. It is for this very reason probably 
that Beijing has been less critical of Li 
Denghui tl^n it has been of the American 
policy-makers. Li and Jiang belong to one 
civilisation. As long as both of and 
their successors remember this, the 
apparently tough posture of China on the 
status of Taiwan would continue. Beijing 
has already warned that it does not rule out 
military unification with Taiwan. This is 
probably no more than rhetoric. Bui the 
point is made nevertheless that China is an 
ancient entity and recent political trends or 
pressures from a young slate like the US 
are not going to make any difference to 
how the Chinese should and do look at 
themselves. 

As a South Asian one does wish that the 
people who inhabit our land-mass had a 
comparable view of their civilisationaJ and 
cultural unity. That is perhaps not to be, not 
in foreseeable future anyway. 


June 24,1995 
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CX)MMENTARY _ 

banning for Liberalisation 

ACRP in Changing Context 

VMRao 

Agro-Clirhotic Regional Planning (ACRP) has a major role to play in 
helping agriculture to adjust to liberalisation and make effective use of 
the opportunities it offers for growth. 


LIBERALISATION isexpected to sumulate 
growth processes and bring about growing 
integration between the domestic market 
and the world markets. It is best to view it 
as a pervasive process which could give rise 
to major structural changes in the economy 
spread over a period of several years. This 
long transitory phase would have to be steered 
by the policy-maker through continuing 
corrective, regulatory and promotional 
interventions and, in this sense, planning 
would become more important than now 
rather than less until the economy fully 
assimilates the changes occasioned by 
liberalisation. The purpose of this brief note 
is to enumerate the tasks that Agro-Climatic 
Regional Planning (ACRP) may have to 
lake up in the transitory phase to help 
agriculture in adjusting to liberalisation and 
making effective use of the opportunities it 
offers for growth and development. 

Agriculture is a widely dispersed 
household activity carried out on millions 
of farms by producers who are loo small to 
intluence markets and pnees ruling in them. 
However, while considering the likely impact 
of liberalisation on agriculture, it is important 
to keep in mind the sharp intra-sectoral 
differences which have emerged in the course 
of growth and diversification of agnculture 
since independence. The green revolution 
areas have now acquired considerable 
capacity to adopt technological change at a 
fast pace and to develop cultivation of land, 
viewed for long as a subsistence activity 
pursued by the ptMir, into a modem, viable 
and growth-onented industry. It is signi ficant 
to note that wheat and rice - the two prominent 
green revolution crops - figure in the list 
ot-products in which India has a comparative 
advantage in international trade. The green 
revolution areas arc likely to respond 
enthusiastically to liberalisation in terms of 
higher production, wider diversification and 
proliferation of numerous value-addition 
activities using modern techniques and 
processes. Removal of restrictions on 


movement, trade and exports and the resulting 
access to growing markets would create a 
favourable environment for the green 
revolution areas to scale new heights of 
performance. Another sector in agriculture 
which is still in an embryonic state but which 
could grow fast in a lil^ralised economy is 
the modem corporate sector capable of giving 
a big thrust to production and exports m 
areas like speciality crops including 
horticulture and floriculture. All that these 
two sub-sectors would need for their growth 
in the context of liberalisation is a level 
playing field and a stable and smoothly 
operating macro-economy. 

However, it is necessary to remember 
that these two sub-sectors of agriculture 
account for a small proportion of our 
agricultural population and resources. The 
predominant part of agriculture consists of 
millions of farmers, mostly small and 
marginal in size, operating in sharply 
differing soil-climatic conditions with 
market nexus ranging from near¬ 
subsistence to extensive involvement in 
market. The trends are towards further 
reduction in the size of holding along with 
deeper intrusion of markets into farmers' 
decision processes and activities. The 
impact of liberalisation, obviously, would 
not be uniform on these vast number of 
farm operators. Two dimensions of 
differentiation need to be considered while 
assessing this impact. First, marketisation 
does not operate evenly across space, 
regions and farmer categories; further, 
markets tend to differ from commodity to 
commodity in their .structure and 
performance. Secondly, the policies 
pursued so far for development of 
agriculture have had pronounced biases 
favouring certain regions and crops and it 
is believed that the resulting benefits have 
been shared disproportionately by farmers 
with substantial ownership of land. Left to 
Itself, liberalisation is likely to reward 
precisely the sections within agriculture 


which have been the pnAcipali>eneficiaries! 
of marketisation and policy-induceti 
changes that have occurred so far. 

Keeping in mind the sub-sectors of 
agriculture described above, the policies 
needed to help agriculture in adjusting to 
liberalisation can be put into two major 
categories. The first category would include 
the macro-economic policies for growth and 
stabilisation. One of the functions of the.se 
policies would be to monitor the pnee 
signals emitted by agricultural niwkets with 
a view to intervening, if needed, to keep 
these signals in line with the level and 
composition of output required by the 
economy. Interventions would also be needed 
to ensure that important determinants of 
output like research, extension, credit and 
*nput supply remain sufficiently strong and 
effective to support agricultural growth. The 
second category would consist of a wide 
range of programmes and measures to 
promote agncultural growth in areas which 
have remained backward so far by 
undertaking investments, building up 
infrastructures and creating institutional 
arrangements and procedures for peoples' 
participation. The gains of liberalisation tor 
the agricultural .sector would be realised 
fully only when both these categories of 
policies for intervention in agricultureopcratc 
effectively complementing and reinforcing 
each other. 

An important requirement of such 
interventions is a steady flow of data and 
research Inputs for monitoring, projecting 
and visuaiiing alternative scenarios 
corresponding to different variants of policies 
and their combinations. ACRP can play a 
valuable role in providing these essential 
inputs^on a continuing basis in a systematic 
and bo-ordinated manner. With its location 
at the state level, ACRP would have to 
operate with two distinctly different but 
complementary orientations to serve this 
role. Theaggregation of state-level indicators 
of agricultural performance would refleci 
the changing parameters of agriculture at Che 
national level. The state-level ACRP units 
would have to bear in mind the changes in 
national-level parameters while deciding on 
their annual programmes and medium-term 
targets. The policy-maker at the national 
level, in turn, would have to read the changes 
at the aggregate level in terms of those 
occurring at the level of different states. The 
consultations between the national policy¬ 
maker and the state-level ACRP units woulci 
provide a framework for linking state 
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scenarios Math thie national perspective from 
which planning at both the levels would gain 
information inputs and insights for 
formulating policies and development 
strategies. 

The second and, in a sense, a much more 
important function of ACRP is to serve as 
a two-way communication system between 
the sate-level planner and those located at 
different decentralised levels including grass 
roots level development personnel, 
representative bodies of rural people and 
NGOs. Without a reasonably ef^fective 
decentralised and participatory planning 
system, it would be difficult to translate the 
national level agricultural policies and 
strategies into phased and prioritised 
packages of programmes suitable for 
different areas and to ensure that the resulting 
agricultural growth is broad-based and is 
adequately shared by the poorer sections in 
the rural society. A necessary condition for 
successful decentralised planning system is 
the techno-economic foundation provided 
by ACRP A little reflection would show 
that optimum use, conservation and 
development of land and water resources ot 
an area - which is the chief concern of 
ACRP - would be the centre piece in rural 
development planning and it would have to 
play a key role in bringing together the 
sectoral programmes and service centre 
schemes into a coherent area development 
plan. 

ACRP now appears to have reached a 
decisive stage in its evolution. It has to begin 
the transition from the learning pha.se 
consisting of a series of exploratory cxerci.scs 
to the oiicrational phase of undertaking the 
suhslaniivc functions which it has been 
designed to servo. It would be a gtxid idea 
to review the experiences gained so far in 
dilfcrcnt stales with a view to considering 
the limc-lramc to reach the next phase. In 
this connection, ir is necessary to remember 
that, being a component in a multi-level 
system, operationalisation of ACRP has to 
he synchronised with the changes in the 
other tiers in the planning system. The 
attuning of national level planning to 
liberalisation calls for major changes in the 
planning modes, instruments and 
perspectives. Planning in a liberalised 
economy has to operate chiefly through 
timely and tactical interventions to help the 
economy without interrupting its basic 
mechanisms and rhythms. It would be wishful 
to expect that the necessary changes in the 
national level planning would come about 
quickly and smoothly. As regards 
decentralised planning at the grass roots 
level, Che progress is likely to be even slower 


as a number of state governments are still 
at the preliminary stage of setting up 
Panchayati Raj institutions. Thus, the 
prospects seem to be that ACRP would have 
to continue for some more time to come to 
remain in a situation marked by tenuous 
links with the national as well as micro-level 
plans. 

This would be a blessing in disguise if 
ACRP uses the intervening period to extend 
and validate its data base and to translate 
its strategies and priorities into bankable 
schemes which could be taken up by the 
implementing agencies and departments at 
different levels. ACRP could keep three 
intermediate targets in mind to lend a sharp 
focus to these activities. First, the preparation 
of sub-regional and zonal plans in each state 
should be pushed to the point where they 
could be synthesrsed into a resource- 
development plan for the state as whole. 
Acceptance of such plan by the state 
governments for inclusion in the state plans 
could be a major step towards integrating 
ACRP with the planning process at the state 
level. This would also be of help in promoting 
rapport and active collaboration between the 
ACRP personnel on one hand and the state- 
level political leadership and development 
administration on the other. Second, with 
the growing rapport between ACRP and 
slate governments, it should be possible for 
ACRP to encourage the implementing 
agencies in the state to take up the priority 
schemescompn.sed in Its plans. The feedback 
on implementation would be of use to ACRP 
in improving its plans and in establishing 


firm links With the implementing agencies, 
particularly those at the grass roots level 
involved in the newly emerging tier of 
decentralised and participatory planning. 
Third, the Planning Commission should use 
the occasions of annual consultations on the 
state plans to bring the latter more and more 
in conformity with the ACRP philosophy 
and development approach. These occasions 
would also provide opportunity to the 
Planning Commission to assess the progress 
towards operationalisation of ACRP 
achieved by the different states. It is 
understood that good progress in this 
direction has been recorded in a few states 
like West Bengal and Tamil Nadu. They 
could provide clues to how to achieve 
breakthrough in other slates. What is required 
is a firm commitment of the Planning 
Commission to the objectives of ACRP and 
readiness to put its developmental precepts 
into practice in a steady and systematic 
manner. On the whole, as the planning 
process in India adjusts to liberalisation at 
the macro level and the Panchayati Raj 
institutions on the ground, ACRP would be 
able to progress steadily beyond its present 
status of an expenmental exercise provided 
it makes judicious use of its links with the 
implementing agencies, rapport with the state 
governments and the guidance and support 
of the Planning Commission. 

[A preliminary version of this note was presented 
at the annual meeting of ACRP held in Simla 
in May 1994 Thanks are due to D N Basu and 
other participants for comments and 
suggestions ] 
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Forest and other Sectors 

Critical Role of Govermnent Policy 

Kanchan Chopra 

Government policy with respect to forests mediates the role they play in 
the economy in their different aspects: as processors of the water cycle 
and of soil, as providers of livelihoods to and of habitats for wildlife and 
as suppliers of timber and other raw materials to industry. Clear policy 
directions are essential if forest resources are to be preserved and 
utilised. 


THE linkages to ween forest and other sectors 
ot the economy may he either economic or 
ecological in nature. Economic linkages may, 
further, o|)ciatc through the provision of 
inputs or that of final consumption. To the 
extent to which forest-based transactions are 
reflected in the structure ot the input-output 
(1-0) tables of the economy, it is possible 
toquannfy the backward and forward linkages 
o1 the forest!y sector with other sectors of 
the economy. Relying on transactions 
included in the 1-0 tables to identify the 
linkages ot forests with other sectors of the 
economy means that some important aspects 
ol the dependence of loresl communities on 
the collection of non-timber forest products 
lor cinpk>ymcnt and convSumption arc left 
out Further and nioie importantly, such a 
reliance leaves out ecological linkages 
altogether. These ecological functions of 
foiesls have significant economic 
implications. The quality of the soil and 
water available to agriculture depends to a 
certain extent on the nature of the forest 
eovei in the relevant region and in adjacent 
regions The biomass provided by forests 
detennincs to some extent the quality of food 
available to the livestock. Thus, apart from 
the cm[)k>yment provided by the extraction 
of limbci and non-timber products to the 
populations of a given forest region, 
ecological linkages detcrnime the nature of 
the inputs available to agriculture and 
livestock sectors. 

In each of these areas, the parameters of 
government policy with respect to forests 
create, in a sense, the background for 
interactions with all other sectors. ITie intent 
and practice of government policy with 
respect to forests mediates the role they play 
III the economy in their different asfiecls: as 
puHJCssors of the water cycle and of soil, as 
providers of livelih(X)ds to people and homes 
to wildlife, and as the suppl iers of timber and 
other niatenals to industry. 

The governniciu has been a major 
institution mediating the linkages of the 
forestry sector I'f.v-u -vw other sectors for well 
over a century now. It is txissible to divide 
this period into three pans from the viewpoint 
of the policy direction that government has 


provided: the pre-independence or the 
colonial period, the period of production 
forestry and the post-1980s period which can 
best be characterised as one of conflicting 
policy signals. It is indeed surprising that this 
should have happened at a time when clear 
policy directions are required to ensure that 
the bc.st possible use is made of the resources 
embodied in our forests. This is important 
from the economic angle due to the scarcity 
of forest re,sources. From the political 
viewpoint as well, it isicnown that the battle 
over forest control is a long and slow one. 
While It IS not perceptible at the surface, it 
takes the form of different kinds of regional 
political protest, and nationally and now 
even internationally perceptible lobbying 
activity For, these resources are scarce and 
arc important to a number of different groups. 

Historic Ai- Perspective 

The period up to the 1980s was marked 
by long sub-periods of comparative .stability 
in policy. Two major policy statements 
appeared during this time, statements 
purporting to give direction to the role of the 
government in relation to the alternate 
functions performed by fore.sts; the statcmef\ts 
of 1894 and 1952. In practice, it was the 
Forest Act of 1927 charted the course for 
much of the period. 

Assertion of central control and emphasis 
on the role of forests as providers of timber 
and industrial raw material is the common 
thread running through these major statements 
of policy. A reading of the fine print suggests 
however, a shift in focus between different 
statements. The 1894 policy, when viewed 
as a policy enunciated by a colonial 
government, is surprisingly broad-based and 
capable of interpretation to suit IcKal interests. 
The role of forests as essential on climatic 
and ecological grounds is realised, the 
significance of local user’s rights is also 
pointed out. Note for instance the following, 
"...no restnetion should be placed upon local 
demands merely in order to increase state 
revenue”. Also note, "And, in the fourth 
place, cultivation must not be allowed to 
extend so as to encroach on the minimum 
area of forest which *$ required in oaier to 


supply thegeneral foftst needs ef the jcomury 
or thcjeasom^le forest requiren^ents of 
neighbourhood in which it is situated,*" With 
regard to pastures and grazing lands, it is 
stated, "it will generally be poissiblefto lease 
or otherwise manage the unoccupied lands 
of a village through the agency of the village 
community... at a moderate estimate of their 
value to them...” Though the purpose of such 
concessions was .stated to be the furtherance 
of cultivation, they nevertheless existed. 

The most explicit shift In emphasis in the 
po.st-independence declared 1952 policy 
statement was with respect to the claims of 
communities living near forests. Referring 
to the claims of such communities, it is slated 
that "local use should at no event be permitted 
at the cost of national interests” and that 
"national interests should not be sacrificed 
because they are not greatly discernible”. 
While Che protective and productive aspects 
of forests are referred to and the needs of 
future generations also receive a mention, 
the production of good timber in the national 
interest receives priority. "Each type of land 
is to be allotted to that form of use under 
which it produces the most and deteriorates 
the least”. With a number of decades of 
'scientific forestry’ behind it, the 
government’s view of production was, fairly 
obviously, timber production. 

A hiatus is bound to exist between the 
intent of a policy and its functioning. The 
nature and magnitude of such a hiatus depends 
on the awareness of the population and the 
countervailing power that it is able to exert. 
Evidence does exist of collective action and 
protest. It was intermingled with political 
protest and interpreted as such. In the absence 
of pronounced grass roots activity, the actual 
working of-the policy at the practical level 
throughout much of the period up to the late 
1970s and early 1980s continued to be 
governed by the Forest Act of 1927 and the 
corresponding state acts. The growing needs 
of industry and the centralised exercise of 
state power were the focal driving forces of 
this implementation of policy. 

CoNFumNG Signals 

The declaration of a National Forest Policy 
in 1988 was the consequence of a number 
of factors. Local needs and grown with 
population and with no visible alternative to 
meet the fuel and fodder requirements 
emerging in large parts of the country. The 
post-independence environment, together 
with this pressure of local needs and the 
support of some enlightened foresters resulted 
in theemergence of forest protection groups, 
first in West Bengal and then in a number 
of other states. The apparent failure of poHciiig 
of forests as a policy, the emergence of 
’participation’ as an almost unavoidable 
policy option and the increasingly significant 
countervailing power exercised by theselocai 
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level groups resulted in the declaration of 
a new policy initiative in 1988. 

The 1988 policy gave new direction in 
important areas. It emphasised the 
environmental protection and conservation 
role of forests, stated that organised industry 
must meet its needs from private lands and 
asked for an increase in participatory 
management of forests. In a sense, it 
constituted a small beginning in trying to 
create and enabling rather than a policing 
role for government. This general direction 
was pursued further in the form of the issue 
of a circular from the ministry of environment 
and forests to state forest secretaries in June 
1990 providing guidelines for the 
involvement of village communities and 
voluntary agencies in the regeneration of 
degraded forests. Following this several state 
governments issued orders on joint forest 
management. 

The National Forest Policy of 1988 also 
laid down that forest*based industry should 
meet its raw material needs by establishing 
a direct relationship with farmers rather than 
depending on forests, which would henceforth 
he maintained primarily for ecological 
functions and for meeting the subsistence 
needs of the people. It seemed that a two¬ 
pronged strategy with reliance on the market 
and on local institutions for alternative needs 
was to be followed. 

Of the different signals coming from the 
government sector in the area of forest 
management, the June 1990circular acquired 
some importance. It seemed to illustrate that 
the urgency of the need for formulating 
participatory modes of management had 
driven home in government circles. U was 
not as though all problems had been solved. 
It was just that the enabling roleof government 
had been recognised. 

Some of the state resolutions had same 
drawbacks. A number of them did not grant 
an autonomous status to the local institutions. 
Even where these were not explicitly 
constituted by the forest department, they 
could be dissolved by the forest officer or 
some other forest functionary. The final 
authority in the case of disputes was, in a 
number of cases, a forest functionary. The 
clause on the sharing of the produce differed 
from state to state; in some cases it was 
sharing of the gross produce, in certain others 
it was of the net produce. The economic 
principle of the opportunity cost of the labour 
put in by the villagers is not invoked in any 
of the resolutions. This was certainly not 
participation in the sense of a partnership 
between equals. It was however a beginning. 

The new thrust of forest policy was to be 
a stress on multiple products and ecological 
functions wHh local control replacing central 
control as the dominant institution. The 
amended Forest Conservation Act belies any 
such hopes as a number of its provisions 
seem to contradict the provision of the Forest 


Policy- Note, for instance, the following: 

(a) The prohibition on the plantation of 
horticultural crops which includes palms, 
oil-bearing and medicinal plants on forest 
lands, without prior permission of the 
government of India. While this may be good 
for banning some kinds of crops in forests, 
it could give rise to the suspicion that all 
usufruct trees, such as 'her’, *mahua’ and 
other medicinal herbs are to be limited. 

(b) The ban on assignment or lease of 
forest land to people or institutions not wholly 
owned by government. The contradiction 
between this provision and the move towards 
participatory management is clear. 

(c) Thc provision for distribution of minor 
forest products and other materials through 
depots at reasonable prices. This again brings 
in a centralised policing kind of role for 
government. 

(d) Introduction of regulations to govern 
the felling of trees on private holdings. This 
provision will come in the way of tree farming 
by farmers which was to provide for the 
needs of industry as per the Forest Policy 
of 1988. 

Even while the process, of mobilising 
village communities for forest protection is 
proceeding slowly and somewhat painlully, 
a number of con dieting signals from the 
govememnt have helped to shape the linkages 
of the forest sector with respect to this 
institutional changes as well as with respect 
to other sectors 'Fhc move to allot large 
chunks of degraded forest land to industry 
is one such signal. It is, in the first istance, 
an entirely uncalled for step. The extrapolated 
demand for wood and bamboo placed by 
industry itself at 6.4 million tons can be met 
through farm forestry and does not warrant 
any need for such a step. Even at a low 
productivity of 3 tons per hectare, the 
demand can be met from 2 million hectares 
of degraded land and it is estimated that 35 
million hectares (d pn valely-ou ncd degraded 
land exist with farmers. If correct policy 
initiatives in the form of removal of restne- 
tions on felling of some species of trees on 
private land and on the transportation of trees 
were to be removed, large farmers would 
easily be able to supply the needs of industry. 

Further, this supply by private farmers 
would be at a market price that covers costs 
and ensures that sectors such as industry that 
have the capability to pay, do pay the market 
price as indeed they do for all other inputs. 
The policy direction would be entirely in line 
with the current macro-level approach of 
adopting policies that enable the market to 
function in all cases where 'safety nets' are 
not called for. 

Specifically, can any governmental 
framework ensure that only degraded forest 
lands shall be so allotted to industry? WiH 
not the market processes cfnsure that better 
quality land will also end up being used for 
industrial plantations? Further, can it be 
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ensured that, in the absence of other means 
of providing for their needs, the poor and 
needy shall not then proceed to degradation 
of hitherto undegraded forest in collusion 
with some forest functionaries as had 
happened earlier? Policies must be viewed 
in the dynamic context of the operation of 
markets and the consequences thereof and 
not in a sialic manner which doles out parts 
of a certain total for different uses. In other 
words, it is essential to foresee what the 
impact of a single step such as passing on 
of degraded lands to industry shall be in the 
context of functioning markets and changing 
scenarios with respect to people’s needs. 

CoNSERVAnON OF FORfiSTS AND NATURAL 
Ecosystems Act 

Another set of somewhat conllicting si gnals 
comes in the form of a draft of a new Forest 
Act. This is cal led ‘the Conservation of Forests 
and Natural Eco-Systems Act’. When it comes 
into force, it is designed to replace the Forest 
Act of 1927 In the drafting of this act, the 
policy signal that .seems to emanate is that 
“sound ecological management” is the mam 
principle to be followed in the management 
of foiests. Reserved forests are to be managed 
on the basis of sustained biomass rather than 
sustained yield principles. While this is 
commendable, the other policy signal from 
this draft seems to be that centralisation of 
control over forests is to continue to be the 
cornerstone of forest management. Rights in 
reserved forests arc limited and can accrue 
only to villages that have a boundary with 
the forest.They cannot also accrue those 
persons who re.sided in villages that had their 
own constituted forests. 

The principles governing the constitution 
of village forests leave much to be desired. 
They can be constituted only out of protected 
forests and other common land. This leaves 
little land for them, while at the same time 
excluding the residents of villages in which 
they are constituted from receiving any nghts 
in the reserved forests. These two facts, when 
put together could in themselves be a 
disincentive to formation of participatory 
plans for village forests. 

Further, local bodies in consultation with 
forest departments need to draw up a 
management plan for the forest. This plan 
shall determine the duties of villagers with 
respect to protection of forests and shall 
determine the shanng of their produce. The 
final authority with respect to taking over of 
the forest in the event of any non-compliance 
with the management plan is with the forest 
department officials. In spile of all the effort 
required to be put in by the local body, no 
certainty with respect to the period for which 
the agreement on management holds good 
exists. The power to lake over part or whole 
of the land in the public interest still remains 
with the collector or the divisional forest 
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officer. Also there exists an ambiguity 
with respect to the status of these micro plans 
vis-a-vis the forest working plans. 

A numberof que.stions arise in this context. 
Is it worthwhile for any village body to enter 
into an agreement for the constitution of 
village forests under such conditions? The 
terms do not seem to be anything re.sembling 
those drawn up between two equal partners. 
At the same time, it remains true that 
participatory management is anew institution 
in the countryside and requires considerable 
inputs from village residents as well to counter 
divisive forces from within the villages as 
well as from the upcoming market forces. 
With the increasing integration of the market 
with the villages, alternative employment 
opportunities and the consequent opportunity 
cost of labour is rising. In other words, the 
real cost of institution creation is increasing. 
Any act that purports to support the creation 
of participatory institutions should take this 
into account in determining the principles 
governing the sharing of forest produce 
between local bodies and forest departments. 

This draft act lays down that “the state 
government shall not, without the prior 
approval of the central government, grant a 
licence, permit or permission to start, or enter 
into an agreement, or renew an agreement 
to supply forest produce from any reserved 
or protected forest, to any industry that may 
be established after the commencement of 
this act...” This seems to be in the interests 
of conservation management. However, while 
doing this, it should be ensured that the tree 
farming activities undertaken by private 
farmers are encouraged so as to supply a 
source of raw material to industry. Strangely 
enough, the act seeks to put restrictions on 
the tree farming activities as well. Tree 
growers must be registered with the forest 
department whose restrictions on spacement 
of lree.s to be grown and on their felling and 
transport must be followed. With all these 
provisions, it is little wonder that the 
compulsions of political economy have 
resulted in the move for forest land itself to 
be handed over to industry. 

In determining policy directions with 
respect to forest policy, conservation of 
natural ecosystems has come to occupy a 
significant role. Is there a neced for a change 
in silvicultural practices, to take into account 
the contribution of non^timber forest products 
(NlTPs) too as well as major categories of 
timber. It is well documented now that NTFPs 
play a significant rule in the employment and 
consumption patterns of rural communities. 
Further, one cannot assume that this role is 
or shall continue to be a static one. It needs 
to be viewed in the context of changing 
developmental scenarios where alternative 
livelihood opportunities may arise and result 
in changing magnitudes of dependence on 
the forest and its timber and non-timber 
resources. 


Carbon sequestration by forests under 
succession is another important linkage of 
the forestry sector with industry in particular 
in view of the apprehensions expressed about 
likely increases in the carbon emissions due 
to industrialisation. The mitigation of climate 
change that reforestation allows for is likely 
to have important policy impacts and should 
be taken due account of in charting a policy 
direction, both for industry and for forests. 

It must be appreciated that the linkages of 
forests with other sectors in different regions 
are of diverse kinds. In certain areas, shifting 
cultivation and its implications for land use 
acquire significance; in certain other parts, 
it is the interaction between the livestock 
sector and the forestry sector that is central; 
in still others, land under forests is very 
small, a developed agriculture dominates 
land use and private farmers could very well 
supply large parts of thedemands of industry. 
In still other regions non-timber forest 
produce such as tendu leaves collection or 
sal plate making provide employment to 
large numbers of people. That forest produce 
prevents seasonal hunger in some regions of 
the country is well known. Any legislation 
that purports to give policy direction to the 
linkages between forests and other sectors 
of the economy will have to take account of 
all these aspects. And this needs to he done 
not only in a static context, but in the dynamic 
context of the changes likely to take place, 
both as a consequence of developments at 
the national and international level and the 
likely changes induced by the legislation 


itself. In-depth research studies need to 
analyse these changes and to extrapolate 
their likely influences on a continuing basis. 

The policy-maker must, in the interim, 
proceed with the business of providing a 
direction to the functioning of inter-sectoral 
linkages. In such a situation, it is best to 
proceed on the basis of certain broad 
principles to follow in the drawing up of any 
policy. Some of these can be enundiated as 
under: 

(a) decentralisation and local control are 
preferable to central control; (b) an enabling 
role is to be preferred to a policing one; (c) 
as long as deprived or disadvantaged groups 
are not involved in an essential manner, 
conditions conducive for the market to 
function should be created; and (d) where 
externalities or imperfectly functioning 
markets exist, act as an enabling agency for 
the emergence of alternative institutions. 

In the final analysis, it is best to remember 
that whatever be the intent of government 
practice, the form that it assumes in its 
operation depends on the countervailing 
power available with and exercised by the 
people for whom it is meant. And that 
empowerment can come only from the 
existence of an aware and enlightened public 
opinion. 

[This is a revised version of the keynote 
address for the Conference on ‘The Linkages 
between Forest and other Sectors of the 
Eiconomy’ held at the Indian Institute of 
Forest Management, Bhopal, June 5-6,1995.] 
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nice Sito^itm Still Brittle 

EPW ile9carch Foundation 

Despite the almost continuous decline of the annual rate of inflation in 
the current financial year so far, the price situation remains brittle and 
a single major development, such as a failure of the monsoon, could 
trigger an inflationary flare-up. 


THE ovcr-thc-year inflation rate has been 
coming down almost continuously since the 
beginning of 1995-96. It has declined to R.4 
per cent on June 3, down from 10.4 per cent 
on March 25. After declining continuously 
for eight weeks and touching 8.4 per cent 
on May 20, there was a reversal to 8.8 per 
cent on May 27, but the inflation rate again 
fell to 8.4 per cent on June 3. The inflation 
rate had stayed in double digits for 12 weeks 
in a row towards the end of 1994-95 but it 
came down to 9.4 per cent in the week ended 
April 1. The lowest annual inflation rate 
recorded last year was 8.3 per cent on 
October 1. 

The inllation rate for the most recent period 
IS bascckon the provisional wholesale price 
index (WPI). However, there has been found 
to be a near one percentage point difference 
between the inflation rate based on the 
provisional index and that based on the final 
index, though at times the difference may 
be narrower. Thus 1994-95 ended with 10 


composite food index too shows a lower 
rise of 3.8 per cent this year against an 8.7 
per cent increase in the same period of 
1994-95. 


Incidentally, the WPI had not Shown any 
seasonal fall during the preceding post¬ 
harvest period October-December 1994, 
despite a good agricultural season; the period 
since then has also seen a continuous rise 
in the price index. 

A closer examination, however, .shows 
that It is the relatively large declines in the 
prices of a few commodities which have 
brought down the inflation rate. Otherwise 
there have been sharp increases in the prices 
of many major commodities and commodity 
groups (Table 2). The items whose prices 
have declined are fibres f~9.4 per cent in the 


Table I: Annual Inflation Rate 


All Commodities _ Fnmary Articles Excluding Minerals 



1991- 

9? 

1992- 

93 

1993- 

94 

1994- 

95 

1995 

96* 

1991- 

92 

1992- 

93 

1993 

94 

1994- 

95 

1995 

%• 

April 

i! 6 

13.8 

6.9 

11 8 

8.9 

176 

160 

3.3 

13 3 

11.3 

May 

11 K 

13 8 

6.9 

12.0 

8 5 

16.2 

15.4 

3 3 

15.0 

10.0 

June 

122 

13 0 

7.0 

11.8 


169 

13 5 

2.6 

15 6 


July 

n.i 

n 7 

7.3 

11.6 


179 

12 5 

3.1 

14.6 


August 

16 I 

9.4 

80 

10.2 


21 7 

97 

4 1 

il 6 


September 

16..'^ 

9.6 

8.8 

8.9 


22.2 

76 

6.9 

10 3 


October 

13.9 

106 

8 5 

8.9 


20 7 

76 

8.6 

9 1 


November 

147 

9.1 

8.6 

98 


22.8 

4 3 

8.4 

11.2 


December 

14.3 

8 5 

8.8 

9.9 


22 1 

34 

8.5 

13.5 


January 

13 6 

7.6 

91 

11.1 


199 

27 

76 

164 


February 

12 9 

76 

9.5 

11 4 


17.7 

2.3 

8.3 

16.3 


March 

136 

7 I 

10.5 

10.2 


17.0 

2.6 

10.4 

13 9 


Average 

137 

10 1 

8.3 

10.6 

8.7 

19.4 

8.1 

6 3 

13.4 

10 5 


* Provisional 


TABLh 2 Trends in Wholesale pRirj* Index of BA.sir Consumpiion Items 


Fiscal Year Variation Annual Variation 


Commodities 

June 3, 
1995 

June 3. 
1994 

June 5. 
1993 

June 3, 
1995 

June 4, 
1994 

All commodities 

1 5 

3.4 

2 5 

88 

11.5 


per cent inflation as per the provisional 
index, but based on the final index the 
inflation rate was 10.4 per cent. The final 
index is now available for April 1 and 8, 
and in these two weeks the inflation rate as 
measured by the final index was 10.2 per 
cent and 10.1 per cent, respectively, 
compared to 9.4 per cent and 9 per cent as 
per the provisional index, a difference of 0.8 
and 1.1 percentage points. 

While there has been a decline in the over- 
ihe-year inflation rate, a few points need to 
be noted. First, the lower rates of increases 
in WPI have been over the very high base 
of the corresponding weeks of last year 
(Tabic I). The inflation rate had touched 
12 per cent in first quarter of 1994-95. Prices 
of primary articles especially had shown a 
rise of 13-16 per cent. 

Second, the WPI has ri.sen continuously 
in absolute terms in 1995-96 so far, though 
the inflation rate has declined. It has gone 
up from 285.2 on March 25 to 289.5 on 
June 3. a rise of 1.5 per cent in 10 weeks. 
Admittedly, this is significantly lower than 
that in the corresponding period of last 
year (3,4 per cent). The rise has been lower 
in both primary articles (2 per cent against 
6.7 per cent) and manufactured products 
(1.6 per cent against 2.4 per cent). The 


Items showtnf! det lines or very tow int reuses 


Eggs, fish and meal -0 4 

Condiments and spice.s -2.9 

Non-food articles -2.2 

Fibres -9 4 

Oilseeds 0 2 

Other non-food «irticles -04 

Manufactured products 1.6 

Food products 1.7 

Edible oils -0.^ 

Jute textiles -0.2 

Inorganic chemicals -3.3 

Organic chemicals -2.6 

Items showing large increases 
Food articles 4 7 

Pulses 5.5 

Vegetables 38.3 

Fruits 10 5 

Other food articles 7.3 

Sugar, khadson and gur 5.1 

Salt 7.3 

Beverages, tobacco and 
tobacco products 4.6 

Manufactufe of bidi 
and cigarettes 5.1 

Textiles 3.4 

Paper and paper products 2,1 

Metallic minerals 2.1 


12.5 

- 1.4 

6.1 

35.2 

10 7 

2.5 

-1 8 

-123 

1.4 

3 2 

114 

22 7 

-4 7 

48 

3.7 

66 7 

7.3 

60 

15 1 

15 5 

0.5 

0.6 

12.5 

12.8 

2.4 

2.1 

9.8 

10 3 

5.4 

82 

4.3 

94 

4.1 

29 

13.3 

7.5 

00 

-0 6 

16.6 

172 

0 3 

1 3 

186 

II 3 

24 

1 5 

23.9 

1.2 


10 5 

1 8 

6.1 

13 4 

-0.4 

1 8 

160 

25.8 

27.1 

21 1 

20.6 

8,4 

27.1 

-2 6 

-40 

13.2 

52 9 

6.4 

5.1 

9.6 

12.9 

20.1 

-9.0 

I4.I 

-0.3 

1.4 

18 1 

0 3 

1.8 

1 1 

15.5 

77 

1.9 

1.1 

14 0 

7.1 

1.9 

0.8 

15.9 

18.0 

-0.2 

0 1 

5 3 

2 5 

2.5 

0.0 

21.9 

116 
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current fiscal year so far (April to June 3) 
against -4.7 per cent in the corresponding 
period of 1994-95), condiments and spices 
(fall of -2.9 per cent against a rise of 10.7 
per cent), eggs, fish and meat (fall of -0.4 
per cent against a rise of 12.5 per cent) and 
other non-food articles (fall of -0.4 per cent 
against a rise of 0.5 per cent). Among 
manufactures, prices of chemicals and 
chemical products have declined because of 
duty reductions - inorganic chemicals by 

3.3 per cent (against a rise of 0.3 per cent 
in the corresponding period last year) and 
organic chemicals by 2.6 per cent (rise of 

2.4 per cent). A few other manufactured 
items like cement and electrical equipment 
have shown negligible increases as compared 
with the previous year (Table 2). 

On the other hand, the WPI for basic items 
of mass consumption like pulses, vegetables, 
fruits, milk, sugar and salt, among others, 
has registered sizeable increases. In the 
primary articles group, prices of pulses have 
shot up by 5.5 per cent compared to a fall 
of -0.4 per cent in the same period of 1994- 
95. Prices of vegetables have risen by 38,3 
per cent against 27.1 per cent last year 
Though the increase in prices of fruits has 
been below that last year, the ordcrof increase 
is still large (10.5 per cent against 27.1 per 
cent). Prices of ‘other food articles’ rose 
(although by only 7.3 per cent against 52.9 
per-cent last year) e.ssentially due to tea. 
Despite the record output of 14.5 million 
tonnes predicted for 1994-95, sugar prices 
have risen by 5.1 per cent in this fiscal year 
so far (again.st 12.9 per cent). The price of 
sugar is expected to ease with larger releases 
for open sales along with 4 lakh tonnes of 
import. Price of sail, which had been 
declining or rising negligibly in earlier 
months, has risen sharply since May 6. The 
mam reason cited is the lack of railway 
wagons to move stocks from the producing 
centres in Gujarat and Andhra Pradesh. 

Some of the forces responsible for inflation 
in 1994-95, such as liquidity and sharp 
increases in procurement prices, have been 
contained. Growth of money supply has 
slowed down since October 1994. 
Depreciation of the rupee had also made a 
contribution to the acceleration of inflation 
in the last two or three years. However, in 
the last year or so the rupee has been relatl vel y 
stable. In fact, in trade-weighted terms the 
RBI’s nominal index of effective exchange 
rate (base: 1985= 100) has remained almost 
unchanged since March 1993 - at 44.94 in 
March 1993,44,99 in March 1994 and 43.41 
in December 1994. As a result, imported 
inflation may not have been a factor in the 
past one year. Moreover, procurement prices 


of rice and wheat have been raiaed by ^ly 
around 3-4 per cent over those in the previous 
year. In April 1995, the official procurement 
agencies had foodgrain stocks of about 28 
million tonnes (almost double the level 
considered necessary for meeting PDS 
requirements). Measures are being taken to 
partly offload these stocks and make them 
available to the poor at reduced prices. The 
government is likely to reduce issue prices, 
though selectively. 

Even so, in the final analysis, inflationary 
expectations can be doused in the coming 
months only by determined action by the 
government to curb speculation by traders 
in key commodities. Though the Meteo¬ 
rological Department has predicted another 


IN two recent cases, the Supreme Court has 
ordered the immediate closure of tanneries 
for not having the required effluent treatment 
plants despite earlier opportunities given to 
them by the court and by concerned State 
Pollution Control Boards. In the first case 
30tanneries in Kanpur were directed to stop 
work, while in the recent order issued on 
May 1, 1995, 59 tanneries in North Arcol 
Ambedkar district of Tamil Nadu have been 
served notices of closure. These judgments 
have not only set a precedent in environ¬ 
mental jurisprudence, but are bound to go 
a long way in strengthening and enforcing 
industrial pollution control measures. 

The point of departure for this note is 
almost complete neglect of occupational 
health (OH) as an issue serious enough to 
warrant closure of workplaces. The tendency 
has been to subsume the issue of OH under 
the broad theme of environmental pollution 
and assume that controlling environmental 
pollution automatically takes care of 
occupational hazards. Using our study of the 
leather tanning units at Dindigul, we hope 
to underscore the need for penal institutions 
(including courts) to initiate measures to rid 
workplaces of hazardous methods of pro¬ 
duction or else close them down altogether. 

Under the ‘export-or-perish’ policy of the 
government of India, the leather industry 


good monsoon, the picture contimies mbe 
onceitain. Up to June 15. only five oiu of 
the 35 meteorological subdivisions had 
received norma) to excess rainfall against 25 
subdivisions last year. In the ma^facturing 
sector, industrialists have been reluctalit to 
pass on the benefit of reduced costs and 
excise and customs duties. The rise in food- 
grain prices has not been embed so far despite 
the large foodgrain stocks. If prices of 
manufactured goods such as fertilisers rise, 
increase in procurement prices will have to 
j[ollow. All in all, the price situation is still 
brittle and a single development, such as a 
monsoon failure, could trigger an inflationary 
flare-up. 

[Prepared by Paramita Debnath ] 


(which is already a major export earner) has 
been identified as a thrust indu.stry for further 
promotion and growth. Leather is the fourth 
largest item, contributing 7 to 8 per cent ol 
total export and, perhaps, it ranks first from 
the angle of net foreign exchange earnings 
Export earnings from leather industry was 
placed at $ 1,319.17 million (Rs 41,393.34 
million) in 1993-94. Theindustry has merited 
a lot of attention from the government which 
has set up several commission.s and 
committees to enquire into the functioning 
of the industry. The brief of almost all these 
bodies has been to suggest measures to 
augment the value-addition of the products 
exported from the leather industry. While 
paying lip-service to the need to improve the 
conditions of workers (read wages), not one 
committee h^s gone into the issue of hazards 
facing the workers directly and indirectly 
involving the industry. The present drive to 
increase India’s share of the global market 
from 3.3 per cent to 10 per cent by 20(K) 
AD cannot but spell disaster to those 
employed in this industry. 

quality of leather products exported 
has a lot to do with the quality of tanning 
- the most polluting, hazardous but the most 
labour-intensive component of the leather 
industry. Leather industry as such consists 
of three different segments, namely, leather 


Industrial Pollution and Workers’ Health 

Millie Nihila 


The issue of occupational health is generally subsumed under the broad 
theme of environmentcU pollution and it is assumed that controlling 
industrial pollution automatically takes care of workers ’ healfh. A study 
of the leather tanning industry in Tamil Nadu underscores the problems 
of adopting such on approach. 
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pr 0 cesMi;i^ (tanii^), and 

leather products industry. The first two 
segments, i e, tanning and finishing, are 
totally banned in developed countries, on 
account of environment pollution' and 
occupational health. This is so in spue of 
clahoraie technologies designed m these 
countries to combat pollution. The mecha¬ 
nism devised to implement and minister OH 
arc so stringent in these countries that the 
costs of running these operations are 
extremely prohibitive and so render iheir 
adoption unviable. 

Yet. we in India have persisted with the 
industry using the employment it provides 
to a large number ol people, particularly 
women, as a justification It needs to be 
noted here that the leather industry ha.s been 
designated as a ‘hazardous industry’ untlcr 
the Factories Act, 1948. This makes it 
mandatory for units lo secure a licence belorc 
commencing any operation and particularly 
those relating lo processing and finishing 
However, it has not deterred units Irom 
(illegally) expanding their operations both 
vertically and hon/ontally on the strength 
of an inrtial licence. More important, the 
designation of the industry as hazardous has 
iit)i been extended lo make u obligaUiry on 
(he pari ot the employers to register all the 
workers (permanent, casual, etc) employed 
in the units. In Dindigiil, where we have 
Ciinductcd an extensive siirvcY, only about 
.^5 to 40 per cent of the total workforce are 
Lovered under some labour wcitare scheme 
or the other. The rest of the workois arc not 
even recoidcd as employees 

Broadly, the industiy employs two 
methods of tanning hides/skins into Icalhei. 
Both these methods - vegetable and chiomc 
- arc equally hazardous hut in different 
wavs. Vegetable tanning (El) is more labour- 
intensive, hence, the labourers come in direct 
coiuact with the chemicals u.scd. Besides, 
they have lo constantly handle heavy knives 
and other hand tools which makes the work 
hazardous. Chrome tanning involves a larger 
number of chemicals and more inicnsive use 
of :oxic chemicals which are con.siantly 
inhaled by the workers. 

Further, irrespective of the techniques of 
priKcssing, leather tanning is an high-risk 
industry for workers who have to work with 
wethides/skinsand that too when the machine 
IS in motion. Also, there has been an increa.se 
in the number of chemicals used in tanning 
now nearly 225. Of these, quite a few are 
toxic like, sodium sulfide, sulphuric acid, 
ammonia, acetic acid, chromium, for¬ 
maldehyde. etc. These chemicals are used 
frequently and in large quantities in various 
proces.scs of tanning. Prolonged contact with 


these chemicals leads to dermatitis, 
conjunctivitis, nervous disorder, itching of 
skin, throat, mucous membrane.s, chest pain, 
asthma, bronchitis, ulcer, fi.ssurcs in arms, 
nose, mouth, feci, etc Some of lhe.se 
chemicals il inhaled can be fatal 

Apart from these, a combination ot 
different chemicals at the workspot leads lo 
formation ol new (toxic sometimes) 
chemicals like hycliogcn sulfide, carbon 
monoxide This happens very often at the 
preplanning stage Inhalation of these newly 
foimcd chemicals is hazardous. Workers 
begin to feel drowsy and could end up dead 
lame blasts otlcii occur in lime yards 
Women are employed in large numbers 
m the tanning industry Largely in processes 
that are not even re».o^.nised as preplanning 
operations but which are, nevertheless, 
indispensable U.r sub.scquenl tanning 
operations I’hc work done by these women 
worker s is the most hazardous part of entire 
tanning process ! urthcr, these women 
neither form part of the workforce reported 
under the Factories Act nor arc they included 
inofficial statistics 1 fat all, they are recorded 
as sweepers or cleaners or coolies and not 
as tannery woiker Besides, all of them are 
casual labourci s and are rnadclo work outside 
the tannery premises. Women tannery 
workcis sillier Irorn specific diseases 
Women work me in processes related to 
collecting, cleaning and packing sheep hair 
arc prone lo gynaecological problems like 
menstrual disoider. dysmenorrhoca and 
leucoma. Heat imd hiiniidity m the working 
almospherc Icad^ to baldness at an early age 
Premature delivery and still birth, high rale 
of noc-nalal. inlanl and maternal mortality; 
prolapse of uterus .ind mi.scamagc arc some 
of the other Lonimon problems reported. 

The cornbmauon ot a segmented labour 
market, an inform.il mode of production and 
poor oi ganisalKm ot labour into unions makes 
monitoring and prevention of hazaids very 
difficult. Any isolated allempr to make safely 
an issue or press for better working status 
will have the mirncdiale consequences of 
rendering many jobless 
Almost the only way the Indian 
government deals with OH is through the 
legal mechanism I'hcrc has been a scries ot 
labour laws aimed at ameliorating the 
conditions of labour, namely: (1) Factories 
Act, 1 94 8, (this IS prescriptive and preventive 
in nature), (2) Workmen’s Compensation 
Act, 1923 (curative), and (3) Employees 
Stale Insurance Scheme Act, 1948, 
(compensatory) ’I'hese acts have several 
problems. First, even the few legislations 
enacted in the name of safeguarding workers 
.do not coverall category of workers-ca.sual 
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and cofUract as well as workers in the 
unorganised sector. It is precisely these 
categories of workers who are working in 
unhealthy environments are engaged in 
dangerous proces.scs and have contact with 
hazardous chemicals and dangerous 
operations. Thus, those w'ho are in great 
need of protection are least touched by 
regulations Secondly, even those who are 
covered by the various acts have not really 
benefited for the following reasons, (i) A 
worker cannol directly lake a factory owner 
to court even il the latter violates all the 
provisions of the Factories Act. The laciory 
inspectorate is the only authoriiy which can 
seek legal action against employers, (ii) All 
factories are not inspected by the factory 
inspector periodically for the targets given 
to them IS beyond their capacity (both in 
terms of lime and money), (iii) The act only 
provides remedies that are available to 
workers sub.sequent to disease or infirmity, 
but do not lay down any principle regarding 
prevention of unsafe working conditions 
(i v) If the injured worker has not contributed 
to the common fund for at least 13 months, 
the benefit under ESIS is not available, 
(v) The ESIS has become a scheme for the 
general health of workers. Its dispensaries 
and hospitals do not have trained doctors to 
diagnose occupational disease, (vi) Under 
the Workmen’s Compensation Act, a worker 
IS enmied to compcn.salion only if s/he is 
bedridden for a minimum of three days. If 
the injury docs not hamper the production 
of a commodity, then it is not considered 
injury. Though the Workmen’s Compen¬ 
sation Act ought to cover all classes of 
workers including the workers in the un¬ 
organised .sector, it does not do so in prac¬ 
tice, for, the injured worker has to prove 
that the accident occurred at the workspot. 

To highlight the dangerous impact of 
tanneries on the health of the workers and 
the inadequacies of the existing laws deal 
with OH directly and indirectly employed 
in it is not to argue against the steps being 
that are taken to protect the local environment 
surrounding the tanneries. Rather, the 
purpose is lo reveal the more inhuman side 
of industry that has not merited any attention 
from bodies such as the law courts. The dn vc 
to increase export of leather goods has no 
doubt increased employment opportunities, 
particularly for women. Bui ihis employment 
gain is at a tremendous cost - namely, 
increa.sed incidence of a vanety of ailmenis, 
some almost fatal to the workers It would 
be tragic if the country has to wait for 
international pressure lo address issues of 
OH as IS happening in the case ol child 
labour and environmental pollutions. 
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Sinhala-Ikmfl EUimc Conflict 
and India 

Paitha S Ghosh 

The India-Sri Lanka accord forced Sri iMnka to convert itself from a 
unitary state into a federal one and agree at least temporarily to a 
merger of the northern and eastern provinces. But historically and 
politically, a federal structure is not in tune with the politics of 
Sri Lanka. 


IN India, till recently, there was a tendency 
to view the Sinhala-Tamil ethnic conllici of 
Sri Lanka in pro-Tamil terms. This was 
attributable to the large-scale anti-Tamil nets 
that rocked Colombo in 1983 which were 
unprecedented m scale and dimension. The 
role the then Tamil Nadu government of M 
C Raipachandran in particular and the Tamil 
intelligentsia in general played to bring into 
focus the maltreatment meted out to Tamils 
in the island reinforced the image of the 
Sinhala as the bully in whose hands, it was 
argued, the minority Tamils would never 
feel safe. On the foreign policy front the 
relations between the two countries 
deteriorated as India perceived certain Sri 
Lankan moves as pregnant with strategic 
implications not conducive to India's 
interests. Against this background Indira 
Gandhi's ‘MonroeDoctrine’ was generally 
welcome by the Indian press and the 
platform. 

Since it was realised that the ethnic conflict 
and the regional strategic issues were closely 
connected. India developed a natural intc,rcst 
in Sri Lanka’s internal affairs, thanks also 
to the Tamil lobby in India and the Sri 
Lankan Tamil leadership’s growing 
dependence on Indian mediation. This 
process culminated in the signing of the 
Indo-Sri Lanka accord of 1987 and the 
despatch of the Indian Peace Keeping Force 
(IPKF) to the country to ensure peace in the 
island by dealing with the LTTE militancy 
and working out a solution to the ethnic 
muddle. 

The highlights of the accord were that Sri 
Lanka was forced to convert itself from a 
unitary state into a federal one through the 
expedience of the 13th Amendment to the 
constitution and agree, at least temporarily, 
to a merger of the northern and eastern 
provinces into one single north-eastern 
province as demanded by the Sn Lanka 
Tamils. 

By 1990, this phase came to an end with 
India’s Sri Lanka policy virtually in 
shambles. But for its success in making 
Colombo behave itself so as not to upset 
India’s strategic sensitivities by distancing 
itself from extra-regional powers and 
unfriendly regional powers, India's policy 
in all otl^r respects failed miserably. The 
IPKF could not accomplish its primary 


mi.ssu)n of taming the Tamil Tigers let alone 
defeating them and making them surrender 
their arms Its experiment of propping up 
an alternative Tamil political force in the 
Eelam People’s Revolutionary Liberation 
Front (EPRLF) under the leadership of 
Varadaraja Perumal as the chief minisier of 
the newly-carvcd North-Eastern province 
also came to nought as Perumal was viewed 
as a puppet of India. Neither colild his parly 
develop an independent base among the 
Tam 1 1 s nor cou Id he hi msel f command respec t 
with Colombo. As a result of all this, the 
EPRLF failed to make any in-roads into the 
LTTE constituency which it was expected 
to do according to Indian calculations. 

The exit of J R Jayewardene from politics 
and the coming to power of Premadasa 
suggested that the accord was in trouble. 
Dictmar Rothermund of the Heidelberg 
University (in one of his communications 
to this author in the immediate aftermath of 
the accord) had prophesied that just like the 
collapse of the Punjab accord following the 
death of the Akali leadet H S Longowal, the 
Indo-Sri Lanka accord would also run into 
rough weather as soon a.s Jayewardene went 
away from the political scene. From the 
beginning that Premadasa was convinced 
that the role that India was playing in the 
garb of an honest broker in Sri Lankan ethnic 
crisis was tantamount to interfering in its 
internal affairs. The audacity of the Indian 
Air Force in violating the Sri Lankan ait- 
space to drop food items in Jaffna was a deep 
wound on the average Sinhala mind and 
Premadasa being a politician rising from the 
grass roots, unlike most of his upper caste 
Sinhala counterparts, captured the 
imagination of the Sinhala community by 
unleashing a tirade against the prc.sence of 
the IPKF on Sri Lankan soil The story 
indeed was much more complicated. It may 
suffice here to mention that there was a great 
deal of activity behind the scene. For example, 
in spite of his public pcisturc against the 
IPKF he indirectly used the latter to help him 
deal with the Sinhala chauvinistic JVP 
insurgency in the south. Knowing well that 
his government was not in a position to 
manage two fronts at one time - LTTE in 
the north and the JVP in the south - he left 
the north to the IPKF to concentrate his 
energies in the south. Even IPKF planes 


were reqiiiBitioned io bttiapait Sri Laiil^ 
soldiers to the south. The peace talks between 
the Premadasa government and the LTTE 
was yet another facet of this labyrinth. 

Two major prescriptions were made by 
India which need to be analysed from the 
perspectiveof Sri Lankan history and politics. 
This is important because at the moment 
Indo-Sri Lankan relations are on an even 
keel and may in due course develop into 
more active collaboration within the 
framework of South Asian regional co¬ 
operation and security. At the very outset 
it must be underscored that we will have to 
deal with the Sri Lankan state and not with 
one ethnic group or the other. Secondly, 
whatever might be the compulsions of 
domestic politics, in this case Tamil Nadu 
politics, Indian foreign policy should not 
become a hostage to them as had been the 
case to a large extent in the 1980s. As a 
nation thinking in terms of becoming an 
uncontested regional power and eventually 
a great power operating on a global scale 
these are the elementary requirements of 
Indian foreign policy-making. 

Federai- Model- 

First, let us lake up the question of our 
insistence on a federal model for Sn Lanka, 
a country one-fiftieth the size of India’s and 
with about one-sixtieth its population. If the 
Sri Lankan provincial .system with nine units 
is extrapolated to the Indian situation it 
would mean a union ot India with 450 states 
We all know that ours is not a model 
federation. Our state governments have so 
often been toppled in the past by the whims 
and fancies of the central government. The 
Sarkaria Commission Report which went 
into the whole gamut of centre-state relations 
IS respected more by indifference shown to 
It than by taking follow up actions on its 
recommendations. We also know how risky 
was it to have a full-fledged federal model for 
India when we were drafting our Constitution 
about hal f a century ago and why we decided 
in favour of calling it a ‘union’ of states 
rather than a ‘federation’ of states. 

The reorganisation of states that was done 
in 1955-56 was not an easy affair. Even after 
the job was done the problem remained. It 
was only after years of acrimony that the 
demand for a separate state for the Punjabis 
was granted and similarly Assam was divided 
into several states. Even now several such 
demands are being put forward for separate 
statehood for Bodoland, Gorkhaland. 
Jharkhand, Uttarakhand, Vidarbha, and so 
on but is there an easy acceptance of these 
demands? Even if all these and other potential 
demands are accepted we still would not 
have more than 40 states. 

Is it not a fact that over the years, 
constitutionally speaking, we have b^me 
more centralised? Take the most visible 
example of Jammu and Kashmir which, was 
the best speciinen (other cases are In the 
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nofth-eaftt) of federal modeT to start with. 
Indeed, what has happened is that politically 
we have become more federal, th^ks to the 
degeneration of the Congress Party and not 
to any better imagination on our part. So 
much so that significant political forces in 
the country are now making noises for a new 
constitution. All this underscores the point 
that we imposed on Sri Lanka a model which 
we ourselves were not so sure of and were 
only in the process of experimentation. The 
partition of India which was so traumatic for 
us and which so much influenced our 
constitutionalism was forgotten in the 
process. 

India has a long tradition of democratic 
and nationalist movement and during this 
phase all kinds of regional demands were 
made and democratically accommodated. In 
the process some sort of federal temper had 
been created. The number and variety of 
autonomy demands that were put forward 
to the constituent assembly were just mind- 
boggling. It goes to the credit of the Indian 
leadership that they did justice to most of 
these demands in the best possible manner 
m the given situation when the country had 
just been partitioned and communal tempers 
were runping high. 

Did Sri Lanka have any comparable 
expenence? The answer is no. There was 
no mass-based nationalist movement there 
nor any demand for autonomy by any section 
ot Sri Lankans, least of all the Sri Lanka 
Tamils. They were doing fine under the 
Bntish and had, therefore, no reason to talk 
of autonomy. Their confidence was 
sometimes so much that although they 
constitued only about 13 per cent of the 
population they had once even demanded 
equal share of power with the Sinhalas who 
accounted for about 75 per cent of the 
{>opulation. 

It is often erroneously construed that the 
British had introduced the provincial system 
in the island. What the British had actually 
done was to divide the country into several 
provinces purely for administrative purposes 
without devolving any executive or 
legislative power to these units. The unitary 
character of the state was not compromised. 
The basic motive of the Bntish was to curb 
the undercurrents of Kandyan nationalism 
and as such the provincial boundaries were 
often altered to meet the existing political 
need. The boundaries of northern and eastern 
provinces were no exception. 

It was only after independence that the 
Tamils started talking in terms of more 
autonomy for themselves. But all these efforts 
aimed at introducing a federal polity even 
in the most limited sense were thwarted by 
the Sinhala political forces. Jayadeva 
Uyangoda, a Colombo-based social scientist 
who was on the peace team negotiating with 
the LTTE on behalf of the Chandrika 
government, had in a research paper 
published last year lamented that **the 
devolution package, which came along with 


the Indo-Sri Lanka Accord, was something 
akin to a surgical intervention in the reform 
process of the Sri Lankan state. Here lies, 
paradoxically, the entire problematic of 
devolution in Sri Lanka: a political and 
historical necessity, yet with no firm 
grounding in the mainstream political and 
constitutional discourse.** 

Against this background it was clear that 
the Indian in.sistence on introducing a federal 
model was not in tune with the politics of 
Sri Lanka. 1 have no intention here to 
prescribe an alternative model for Sri Lanka 
Co accommodate the Tamil grievances. What 
1 am trying to do is to sensitise the Indian 
decision-makers to the fact that probably the 
division of the tiny Sri Lankan state into nine 
provinces with so much power devolved on 
these provinces, which includes law and 
order, may not be in the best interest of the 
country. Radhika Coomaraswamy of the 
International Centre for Ethnic Studies, 
Colombo, otherwise a champion of the 
federal system for Sri Lanka like Uyangoda. 
had to concede in one of her recent writings 
that “any final settlement of the north-east 
problem will involve the recruitment of a 
large number of Tamil youth, who have 
served a different master, into the police 
force. How will this operate in actual fact? 
Again, one can see a hornet’s nest of issues 
ari.sing in the future under these provisions 
of the 13th Amendcmcnt. 

Still, one can give some benefit of doubt 
to this federal prescription for after all this 
is one of the solutions experimented 
elsewhere to manage ethnic conflicts if the 
feuding groups are hy and large physically 
separated. But what was really high-handed 
on India's part was to ram down the throat 
of an unwilling Sri Lankan govemmeni the 
merger of the northern and eastern provinces 
to form one north-eastern province just to 
accede to the Tamil demand based upon 
their theory of ‘traditional homeland*. 

Basis oi- Tamil Demand 

The theory of traditional Tamil homeland 
corresponding to the present north-eastern 
province is largely a hoax. Modem research 
has proved that the claim is grossly 
exaggerated. Kingsley dc Silva of Peradeniya 
University who has extensively researched 
the background of the demand as well as its 
veracity has found that it all started with an 
innocuous minute prepared in June 1799 by 
one Hugh Clcghom, a British academic, 
who had been in the island for a short while 
in the early years of the British rule. A 
political trouble-shooter, who later became 
the first colonial secretary for Sri Lanka. 
Kleghom knew nothing about the island, 
least of all about its inhabitants. The relevant 
portions of his minute read as follows; 
Two different nations, from a very ancient 
period, have divided between them the 
possession of the island. First the Cingalese 
. [sic] inhabiting the interior of the country, 
in its southern and western parts, from the 


river Wallouve [Walawe] to that of Chilow 
[sic], and secondly the Malabors [Tamils], 
who possess the northern and eastern 
districts. These two nations differ entirely 
in their religion, language and manners. The 
former, who are allowed to be the earlier 
settlers, derive their origin from Siam 
professing the ancient religion of that 
country. 

One can easily understand the intellectual 
bankruptcy ot Kleghom about the ethnic 
structure ot Sri Lanka Irom the profound 
wisdom that he displayed about the origin 
of the Sinhalas. But in spite of this his minute 
has been used asahihleby the Tamil political 
forces ranging from the extremist LTTE to 
the,moderate TULF. Actually, it was this 
portion of the minute which the TULF leader 
Amnthalingam had quoted in his letter of 
December 1,1985 addressed to Rajiv Gandhi 
without, ol course, incorporating the last 
sentence mentioned above. Ostensibly it was 
with a motive, for, it could have exposed 
Kleghorn's intellectual authority and 
weakened the Tamil case. 

Probably it was this letter which 
considerably influenced our insistence on 
the merger of the northern and eastern 
provinces in deference to the Tamil demand 
for a ‘homeland*. If .so, the question arises 
as to what was the historical division of our 
ministry of external affairs doing? Was it 
all that difficult to go into the original text 
of Cleghom’s minute and analyse it in its 
hi.sioncal context, a job which could be done 
by a Sri Lankan historian? If it was not 
possible within the South Bloc for want of 
necessary expertise, could not the task be 
given to any prolessional Indian historian 
many of whom arc international leaders in 
the profCvSsion? 

Theic IS little evidence in Sri Lanka’s 
history to stake the claim, as the Tamil 
.separatists do, that the Tamils had complete 
sway over a va.sl area which now comprises 
the north-eastern province. At the mo.st the 
Tamils had estabfished themselves in the 
Jaffna peninsula in the north and some of 
its adjacent areas to the south of Jaffna in 
the present day Vanni district. But that too 
was for three centunes only, between the 
13lh and the 16lh. The question then naturally 
arises what was the basis on which the Tamil 
separatists developed their notion of ‘Tamil 
homeland*? It was nothing but the Clcghom 
minute referred to above. In a way Cleghoin 
was the anti-thesis of V A Smith, the 
celebrated author of the History of India, 
who inimortali.scd himself hy talking about 
India’s unity in the midst of its diversities. 

It may he noted that the north-eastern 
province covers about 30 per cent of Sn 
Lanka and 50 per cent of its coastline which 
includes the .strategic natural harbour of 
Tnncomalee. This fact must be read together 
with the other fact that Sn Lankan Tamils 
are less than 13 per cent of the total 
population, of which the majority is in the 
northern province, and of the total Sri Lankan 
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Tamil population about 30 per cent live in 
Sinhala-majority areas, most notably 
Colombo. This itself explains the gross error 
of thinking in terms of a unified north¬ 
eastern province, a demand which can never 
be conceded by the Sinhalese. This is a 
reality which the sooner India realised the 
better. 

The so-called unity between the Tamil- 
speaking Hindus and the Tamil-speaking 
Muslims also must be accepted with a pinch 
of salt. Dc Silva's research tends to establish 
that such 4 concept has been the brain-child 
of the Tamil (Hindu) ideologues to buttress 
their bargaining position vis-a-vis the 
Sinhalese. On the contrary, Muslims have 
constantly feared that their material interests 
and identity would be endangered in a Tamil 
state which would naturally be dominated 
bylheJaffnaTamils.lncidenialiy,thecaslcrn 
province Hindu Tamils also often suffer 
from (he same insecurity. 

Of course. It is not the reality which matters 
in politics but the image of that reality which 
breeds myths and counter myths. In any 
case, who cares to listen to scholars when 
politics has the natural tendency to degenerate 
into terrorism of sorts. It is worth quoting 
De Silva in this context; 

Political mythslike any other myth, meet 
a social purpose, the emotional needs of a 
people facing rapid change in their fortunes 
and a perceived threat lo (heir identity Their 
capacity to believe in such myths will noi 
be diminished by demonstrations by scholars 
that these are flawed and full of 
contradictions The myths will survive; ihey 
will change, change will transform them, 
and even iransmogi if y them, .specially where 
.such myths, aic not pciiphcral to, but 
inicgial parts, of the ideology of a political 
party, or in this instance, of political parlies 
claiming to represent the interests of an 
ethnic group 

MANAtiiNr, Etiink' Crisis 

At the heart of the problem now is the 
well-entrenched LTTE in the Jaffna peninsula 
which IS a Slate within the slate. All efforts 
must be made to convince it to join the 
democratic process so as to allow it to test 
its popularity with the Tamil masses through 
the ballot box Ifthese efforts ultimately fail, 
then there is no option other than settling 
the matter with guns. 

Realistically speaking, there is nothing m 
the democratic .solution which can offer 
V Prabhakaran even the semblance of what 
he has set his mind to achieve. He has a 
dream - the dream of an independent Tamil 
celam constituting about 30 per cent of Sn 
Lanka with half of its coastline which includes 
one of the best natural harbours, Tnncomalec. 
Such an celam is a member of the United 
Nations, sends its envoys to all the world 
capitals and is a critical player in the South 
Asian security calculations. At the centre of 
this magnificent paraphernalia sits 
majestically Prabhakaran who also has the 


dream of going down the history not only 
as the deliverer of the Tamil nation now in 
bondage in Sn Lanka, but also as a mass 
organiser of the Che Gucvani or the Ho Chi 
Minh vintage. 

What happens lo this dream if the peace 
process succeeds? Even after granting that 
the north-eastern province remains as it is 
(an unlikely scenario in the face of the 
Sinhalese and Muslim resistance), 
Prabhakaran become.s the chief minister of 
this province of a tiny country. Simaled so 
close to a massive India Sn Lanka ii.scll 
suffers from an identity crisis. Imagine the 
pitiable anti-climax for the megalomaniac 
Prabhakaran who is not only lorgoltcn 
internationally but who is also forced to 
make frequent jaunts lo Colombo, in the 
style of his Indian counterparts, lo plead for 
some additional funds lo run his dream slate. 

AH talk of a democratic deal with 
Prabhakaran is, therefore, tantamount to the 
proverbial cha.se after the wild goose. What 
then are the options open lo the Sn Lankan 
slate? The ground reality lis ihat the Sn 
Lankan army cannot ovcrpowei the Tigers, 
at least in the foreseeable luiure, whatever 
It might .say. The ultimate option of bombing 
the penin.sula, let alone strafing the LTl'E 
strongholds, is al.so ruled out given the 
acquisition ol anti-aircraft missiles by the 
latter. The only option left, iherelore, is a 
hold-up strategy, say, for a period t>l 10 
years or so, to allow Prabhakaian to bt'comc 
more mellow with age factor and w.ir taiigue 
Together, efforts must be constantly 
underway to enlist international support for 
Sri Lanka's territorial integrity Indian 
.support which is most cnlual is aircaily 
there. At the level of public policy this may 
not be anything more than benevolent 
neutrality but below the surface it must be 
more than that. At I he global level the country 
which would matter most is the US 
Washington would not question India's role 
in the mailer and its overall anli lcrroiiM 
stance would also not be favourable to the 
Tigers. Besides, in the post-cold war era it 
stands for, what Edward Kolod/iei of the 
University of Illinois at UrbanirChampaign 
conceptualises as, OWL order, welfare, 
legitimacy. (‘Order’ here connotes retention 
of the existing world order, meaning thereby 
that the existing national boundaries arc not 
to he disturbed.) 

Given the reality that the issue of the 
LTTE would have to be clinched militarily 
now or later, all energies should be 
concenlraied to change ihc ethnic 
composition of the Sri Lankan army by 
sizeable conscription from the Tamil 
community. Probably this would not be all 
that difficult now since the majority of the 
Tamils have started thinking in terms of a 
negotiated settlement of the ethnic problem 
within the framework of the Sn Lankan 
constitution. The present all-Sinhala 
character of the armed forces is at the root 
of many of the current difficulties. Sinhala 


chauvinists will have to be more circun^tipec 
in this regard, for, it is either a more equkabh 
system and an undivided Sri Lanka or l 
permanently divided people and tht 
inevitable ethnic dismembermeni ol tin 
island. 

To forge a better communication bctwcei 
the two communities it is submitted tor ilv 
consideration of all Sri l>ankans w'helher 
thiec-language formula could be put u 
practice Pioir. my experience as an Indiic 
belonging (o a non-Hindi linguistic groiif 
I have no doubt in my mind thni as ma)oni 
of Indian .schoiil children ate learning Ihrci 
languages it is not ,\\ all a tall oidei for lli 
Sn Lankan children lo learn Sinhalese, Tarm 
ant I Eng 1 1 sh 1 1 111 he sc hoo 11 ca vi ng cert d i c ai 
stage Besides eontribiiling t<' naliun > 
integral ion, il would al.so sei v(* si)mc priuMn 
purposes rhoijsands of scfiool lea* : 
would have to he rccimled I mm ea* - 
community v^fuc h would not (»nlv general 
employment but also protnote inlei-ethm 
rcsulenliai cpsenciue Earnilianiy does tv. 
ncecssanly breed contempt, it also mak* 
one realise how human (mnihons stiengtlv 
failings, and so on. are itlcnlKai 

A tew years after suLees.stidi 
implementing the three language svsicm 
new lo<ik may he given lo Ihe Sn Lan.l 
Admmisiialive Service At tl)e Jistricr le\ 
the GAs belonging to tlie ethnic group olU 
than lh.it of the locals may be posted lor ai 
wa> they would be ahU* to speak the lo. 
language 'fins nught niihfalc aiMinsi ii 
concept of ledenahsTT) and aiUoranny whi.' 
are bu/./ words these da\ s but these coiicei ^ 
more often than not widen thf" (.leavagcs . 
Ihe society d the latter is ethnic d!v divio 
between just two lu ihtee group-, [t m« 
bercaltsctl that India's nund hogghng etbr 
multiphcily li.is an niheieni advantage n 
ci.»m[ile>. gravitatK'h.tl falarue like the so- i 
system which Sn I anka kicks I'hrcfo 
emulating die Indi.in model m.iy not he w'r 
.At Ihe most, the model ol the autonoino i 
d 1 St net c< ninci I s ru)W (rpci at i ng i n m any p. 
ol India may be considered In any case n 
Sn ],ankan polict* must not bedei entralisi -l 
It should of course be Sn l.ankani.sed wf’li 
more Tamils, both Hindus and Mu,sin i 
participating in it 

So far as India\ contribution to eth' iv 
jH.‘acc in the island i,s concerned it must • 'S 
only be non-partisan but must also apf>t 'f 
lo he so. At least one way ol doing the i'' 
not to involve any Tamilian bureaucrat 
politician for politically .scnsiin^ 
ncgoliatitms. It is bound to send wrong sign i!'' 
to the fcudiiig parties Because of hi.storn if 
philosophical and geo-political rca,sons 
Lankan attitudes arc and would rem 
Indo-centric. But if we try to read too mm*' 
into Ibis to the extent of developing ib' 
audacity of interfering in its internal afl* 
it would be countcr-prorJudive, if 
disastrous. 

[This was wi itien before the peace process iniit in'* 
by the KumaraiungagovemmeiU was abancloin h 
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PERSPECTIVES 


Gandhi’s Religion 

VI N Srinivas 


iiandhi regarded the Gita as his **mother's milk" hut, strange as it may 
seem he found in it support for non-violence, a discovery which seems 
pii::ling to suv the least. His freewheeling interpretations he carried to 
other religions besides Hinduism. 


KliLKflON was icniral to CiafuJhi’s hie. 
ihuuv'.hl anJ woik, aiui he icgaiilal polities 
as ripphcJ leli^ion Hi>Nvc\er, his religious 
iileas wore coiuplcx. and his utterances and 
vM 11 ini’s on religion, ovlm a peiiod of U>ui- 
.inJ a-hall decades, vaned according to the 
OL^asion He warned hiscriticsthat his views 
Mil leligion w'cre suhieel to change, thus 
I laiMihg his lu'ei!i>ni lo jettison ideas which 
iic ihniighi wrong or outdated, and to espouse 
new ones whicli he I'onsideied desirable li 
iioi act essar\ Hui in spite nl ihis there wen* 
j lew hasu uleas whuli oetui again and 
aiMin, and whuli undertic his vaned 
i''s|)onses lo situations, and wfiich I shall try 
to liighhghi. 

In the lust place, he lonsideied hiinsclf 
.1 Ftuulii Willing 111 H)27 in )on/zg Ifidui 
((Kiobei 2M he said, '1l |llinduisin| wms 
me most tolerant ol all religions Its tr('edom 
Ifoin dogma gave the votary the laigest 
M,oj)C l(u sell expiession Not being an 
v'xclusive religion it enabled the loliowers 
not merely to lespect all the other religions, 
Inn to admire .md assimilate w hatever may 
be eood in the other laiths Non violence 
('.iliimsa') IS common to all reitgions, but 
Ji has toiiiul the highest cxpicssion and 
application m Hinduism Hinduism believes 
in ihe oneness ihX imly of merely all human 
lile but in the oneness ol all other lives" 
Uidtulhi (inei Ri tiyum, B R Nanda, New 
Delhi, H)9(), p 12) There was ni^ trace ol 
defensiveness in the ptoelamation of his 
lailh, and along wuh it went a deep and 
almost visceral accejuance ol the truth of all 
olhei religions 

He was pioud ol Hinduism hut it did not 
prevent him fiorti rejecting and criticising 
several insliluiions, ideas and bcliels which 
Hindus would ordinarily regard as part of 
then religion. For instance, he not only 
rejected unlouchabiliiy but fought against it 
all Ills life, and the con,slilutional banning 
of untouchabihiy and the subsequent 
legislation making its practice an offence, 
owed a great deal to the public opinion he 
built up over the decades against it, 
Gandhi was opposed to blood sacrifices 
lo deities; indeed he opposed every form of 
cruelty to animals. He criticised the practice 
of *phuka' hy which peasants used to drive 


nail fixed to a slick into the rectum of 
bullocks to make them move taster He gave 
up drinking the milk ol cows and buffcaloes. 
“HeliyioN.s L onsutvrations had been 
pivdominunt ir. the yiving up of milk. I had 
bclorc me a picture ol the wicked processes 
the ‘gooals’ in raU utla adopted to extract 
the last drop ol milk from their cows and 
butlalocs" (An Auiohiography, Penguin 
fiooks, 1982, p ^25, emphasis mine). It was 
only during a serious illness in 1918 that 
Kasturba jicrsuadcd him lo drink goal’s milk 
to save his lile Fivcn this was against his 
conviction tl il milk (like meat) was not 
necessary lot human sustenance but he 
continued dunking goat’s milk in order lo 
be able to carry on his work Even more 
t rue lall V, he rejected the Hindu>Jam concept 
of kindness w^hich w'*is confined to not killing 
an animal while lemaimng mditfercni lo the 
pain which it expeiienced on occasion He 
once commuted the great Hindu sin of cow- 
killing (‘gtvhatya ) by shooting a calf with 
a revolver in order to pul an end to Us pain 
Hts concept ol kindness to animals was very 
w'estern and modern. His modernity in 
religious matters was deep and radical He 
had no time loi elaborate ritual and ‘puja’, 
and he never consuluxi astrologers. While 
his scn.sc ol dependence on God was total 
It did not come in the way of his exerting 
himsell to the utmost in promoting the causes 
he believed in He was a real ‘Karmayogi’, 
though one hesitates to use il of him because 
of the gross ovciuse of the term which has 
made it almost meaningless 
He condemned the wieJespread practice of 
child marriage, dowry and the inhuman 
treatment of wulows As far back as 1918 
he .stood ior gcndei equality. He declared, 
“woman is the companion with equal mental 
capacities and she has the same right of 
freedom and liberty”. He wanted them lo 
have the vote and the same legal status as 
men (Nanda, p 6). Over 70,000 women 
participated in the salt satyagraha of 1930, 
a fact which played no small part in their 
subsequent political mobilisation, and 
advancement generally. 

It is well known that Ruskin, Tolstoy and 
Thoreau and the Bible and Gita alt influenced 
'Gandhi profoundly. FromTolsioy hederived 


his critical attitude to organised religion and 
from Ruskin, the ideal of a simple life. But 
the man who seems to have influenced him 
by per.*ional example was a Jain. Rajchandra, 
a Bombay jeweller, who died prematurely 
in 1900, when he was only 33 Gandhi was 
in close touch with him, and admired him 
for his ‘vairagya*: “I never saw him tempted 
by objects of pleasure or luxury in this 
world... He disproved the prevalent idea that 
a man who is wise in the sphere of *dharma* 
will not he wise in the affairs of practical 
, life. A student of philosophy of religion, he 
tried to practise what he believed” (Nanda. 
p3). 

What Gandhi said about his friend is 
significant, and tells much about Gandhi 
himself. When he considered an idea good, 
he tried to put it into practice, but even here, 
however idealistic the idea, in practising it, 
Gandhi did not give up his sense of social 
reality. He was not one of those who was 
fascinated hy ideas qua ideas, and he saw 
praxis as the necessary completion of an 
idea Thus, a few months after reading 
Ruskin’s Unto This Last in 1904, he started 
the Phoenix Ashram in the countryside in 
South Africa. Ihe first of the several ashrams 
he started in his eventful life. 

He read the Bible when he was a law 
student in England, and the life of Christ and 
the Sermon on the Mount went straight to 
his heart. The idea of returning love for 
haired and good for evil captivated him, 
though he did not then comprehend it fully. 
The Gita also had a great impact on him, 
in particular the ideas of 'apangraha* (non- 
possession) and 'samabhava' (equability). 
Gandhi gave up his considerable legal 
practice, and also renounced his other 
possessions. He made sure that Kasturba 
accepted 'aparigraha* along with him, and 
prevailed upon her to give up the valuable 
gold necklace which the Indian followers of 
Gandhi had given her on the cve of their 
departure for India in 1901. Reading the 
account of Kasturba being forced to give up 
the gold necklace, one is driven to conclude 
that the future Mahatma was capable of 
bullying his wife lo do what he wanted her 
lo do. Even Louis Fi.schcr. the great admirer 
of Gandhi, is constrained to say “In the end, 
he [Gandhi] simply asserted hts male 
authority and announced that the 1901 gifts 
and those of 1896 would be surrendered lo 
trustees. So it wa.s and the fund augmented 
from other .sources, .served South African 
Indians for decades thereafter” (The Life of 
Mahatma Gandhi, Louis Fischer. Bombay, 
1990, p 78). 

Gandhi regarded the Gita as his “mother’s 
milk” but, strange a.s it may seem, he found 
in it support for non-violence, a discovery 
which seems puzzling to say the lca.st in view 
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of the strenuous efforts made by Krishna to 
persuade Arjuna to pick up the forsaken 
Gandiva, and go into battle against his 
cousinstthe Kauravas. According to Gandhi, 
the **"'Mahabharata had demonstrated the 
futility of violence” (Nanda, p 5). “Let it be 
granted” he wrote in 1929 in an introduction 
to his Gujarati translation of the Gita, “that 
according to the letter of the Gita it is possible 
to say that warfare is consistent with the 
renunciation of fruit |of action]. But after 
40 years’ unremitting endeavour fully to 
enforce the teaching of the Gita in my own 
life, I have in all humility, felt that perfect 
renunciation is impossible without perfect 
observance of ‘ahimsa’ in every shape and 
form.” Gandhi decides that loyally to the 
Gita entitles him to amend it. He often refused 
to be bound by "uncongenial texts, concepts 
and situations" (Fischer, p 41). Gandhi 
discovered non-violence not only in the Gita 
but in the Bible and the Koran. According 
to Gandhi, in the Koran “non-violence is 
enjoined as duly, violence is permitted as 
a nece.ssity” (Nanda, p 14). 

Gandhi carried his freewheeling 
interpretations to other religions besides 
Hinduism. In 1937 Gandhi told an American 
mi.ssionary, "I do not take as literally true 
the text that Jesus is the only begotten son 
of God. G(xj cannot be the exclusive father 
and I cannot ascribe exclusive divinity to 
Jesus. He is as divine as Krishna or Rama, 
Mohammad or Zarathushtra. Similarly I do 
not regard every word of the Vedas or the 
Koran as inspired. The sum total of these 
books is certainly inspired, but I miss that 
inspiration in many of the things taken 
individually. The Bible is as much a book 
of religion with me as the Gita and ihe 
Koran” (quoted in Nanda, p 13). Gandhi’s 
interpretation might seem sensible and 
rational to a Hindu or Buddhist but heretical 
to Christian and Muslim theologians. 

His study of the Bible and Koran led him 
to the conviction that there was an underlying 
unity in all religions As far back as August 
19(J5 he declared that “the time had passed 
when the followers ol one religion could 
stand and .say, ‘ours is the only true religion 
and all others arc false’ ” According to 
Gandhi. “God, Allah, Rama, Narayan, 
Ishwar, Khuda were dc.scriplions of the same 
Being”. And “God’s grace and revelation 
were not the monopoly of any race or nation” 
(Nanda, pp 12-13). It logically followed 
from this that no one religion could claim 
that it alone was true and that others were 
false. He rejected the idea of conversion 
from one religion to another. 

In Gandhi ’ s view, religious practices, ideas 
and beliefs had lo be subjected to the test 
of reason, and those which failed the test, 
rejected. This te.si he applied to all religions. 
But It was Gandhi’s reason, and when his 
reason clashed with another’s reason, he 
would “claim in all humility” that his view 
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was right and when it came to Hinduism 
he had another potent weapon at his 
disposal: He had “lived Hinduism" all his 
life which implied that his adversaries had 
either not “lived Hinduism", or that their 
experience had to give way to his. One 
wonders whether so introspective a person 
as Gandhi was not aware that his attitude 
was arrogant even when it was prefixed by 
the formula, *1 claim in all humility*. 

While Gandhi regarded all established 
religions as divinely-inspired, he also 
recognised a higher religion which was 
universal, and which transcended particular 
religions. He described such a religion in 
different terms on different occasions. For 
instance, he stated in 1940 that “religion 
docs not mean sectarianism. It means a 
belief in ordered moral government of the 
universe. This religion transcends 
Hinduism, Islam, Christianity, etc" (Nanda, 
p 16). Presumably, such a universal religion 
was in harmony with his ideas of truth 
(‘satya’) and non-violence (‘ahimsa’) for 
these two ideas were paramount to Gandhi, 
and prevailed over the ideas of existing 
religions, when the latter went against them. 
Here again it was Gandhi who was the 
judge of what was ‘satya’ and ‘ahimsa’. 
They might be age-old concepts in 
Hinduism but Gandhi had given them his 
own meaning and made them into sources 
of potent political action. ‘Satya' and 
‘ahimsa’ were integral to ‘saiyagraha’. 

B R Nanda, the distinguished biographer 
of Gandhi, has concluded from his study 
of Gandhi’s religious ideas and practices 
that “Gandhi’.s concept of religion had little 
in common with what generally passes for 
organised religion; dogmas, rituals, 
superstition and bigotry. Indeed, shorn of 
ihc.se accretions, Gandhi an religion was 
simply an ethical framework for the conduct 
of daily life” (Nanda, p 16). I find that 
while the first part of Nanda’s statement 
IS unexceptionable. I have .serious doubts 
about the second part. Gandhi’s religion 
cannot be reduced to ethics. On the other 
hand, it can be argued with justification 
lhaiGandhi’s ethics was itself derived from 
an awareness of the omnipresence and 
immanence of God. Nanda has himself 
quoted Gandhi as saying, “The relation 
between God and myself is not only at 
prayer but at ail times that of master and 
slave*’, “Since divinity pervaded everyone 
and everything, when he [Gandhi] prayed, 
he was not begging or demanding 
something from God, hut from himself ‘my 
Higher Self, real Self, with which I have 
not yet achieved complete identification’ ’’ 
(Nanda, p 9, emphasis mine). One docs not 
have to be an Upanishadic scholar to be 
able to say that Gandhi was here only 
echoing the hoary maxim, ‘tat tvam asi* 
(that art thou). While Gandhi believed in 
the immanence of God in every human 


being, there were also occasions when he 
prayed to what appears an external entity 
for a gift or benefit. For instance, when his 
son Manilal was seriously ill from typhoid 
in 1901, and Gandhi rejected the Parsi 
doctor’s advice to give the patient chicken 
brol h and cegs and instead gave him diluted 
orange juice, and “.several three-minute 
hot, tub baths a day. When the boy’s 
temperature refused to come down with 
these administrations, Gandhi walked the 
streets and prayed calling, ‘God, God, God, 
God, please God’ When Manilal recovered 
Gandhi attributed it to God’s grace and 
said that ‘God had saved his (Gandhi’s) 
honour”’ (Fischer, pp 79-81). This incident 
is Iik 9 the behaviour of other devout people, 
and quite different from praying to the 
‘brahman’ that is inside every ‘atman*. 

In her book. Gandhi, Prisoner of Hope 
. (Oxford, Delhi, 1990, p 392), Judith Brown 
has summarised Gandhi’s religion in the 
following words “ Yet he was equally 
pungent in his crilit isms of much that passed 
for religion in many of the world’s major 
tradiluins, though inevitably his main 
criticisms were ol Ins own Observance of 
religious forms, belonging to organised 
religious bodies were of themselves, 
nothing to him, true religion lay in the 
deepest places of the heart, when and where 
a man strove to realise his origins and true 
being. It was a search for fundamental 
truth, for an iindcrgirding reality which if 
genuine, would ovcrlfow inio love for 
others and a life of service, ll was from 
this understanding of the true nature of 
humanity and personhood that Gandhi 
developed his increasingly radical 
conceplionof ihe equably of peoples across 
boundaries ol creed, sex, race and social 
or economic background. Given this 
underlying sense of equality, Gandhi’s 
.sense of fraternity also flowered ultimately 
into a passionate identification with the 
poor and despised “ 

In a very perceptive observation on 
Hinduism, the French anthropologisi, Louis 
Dumount, has staled that paradoxical as it 
may seem, in Hindinsm, the renouncer 
(‘sanyasi’) is the creative innovator This 
IS true of renouncers from ihe Buddha and 
Mahavira to Gandhi. But Gandhi stood the 
entire rsnouncer tradition on its head This 
was symbolised by his refusal lo don the 
ochre robe, and instead slick to white 
‘khadi’ which became the symbol of the 
freedom movement. Gandhi renounced the 
world not lo save his soul but lo liberate 
the peoples of India and South Africa from 
imperialism, racial discrimination, poverty, 
and finally the loss of self-respect and self- 
confidcncc resulting fiom alien rule. That 
was his life’s mission. 

Along with ‘aparigraha’ and 
-’samabhava’. the doctrine of ‘nishkama 
karma’ expounded in the Gita appealed to 


Gandhi deeply. The performance of action 
to the best of one’s ability but without 
hankering after the fruits of action - which, 
incidentally, are in the hands of God - is 
the path lo salvation. The doctrine of 
disinterested action ought lo have a special 
appeal to those engaged in altruistic 
(‘lokopakara’) action, as Gandhi was, 
throughout his life. 

ll was Gandhi who devised that potent 
instrument of collective action, ‘.satyagraha’ 
(translated into English as civil dis¬ 
obedience), to enable oppressed, exploited 
and weak people lo fight rich and powerful 
oppressors i ncluding the stale (“Satyagraha’’. 
Gandhi said, is “the indication ot truth not 
by infliction of suffering on the opponent 
but on one’s .self’ (Louis Fischer, p 96). 
Ovei ‘the decades, as his experience of 
‘satyagraha’ increased, Gandhi evolved a 
code of conduct, indeed a theology, for the 
guidance ol his lollowers. One of Ihe basic 
rules of ‘saiyagraha’ is the absence of hatred 
for the opponent, and also never abandoning 
the likelihood of converting him to one’s 
view 

Gandhi was convinced that bad means 
would not yield good results. In a sense, 
ends were implicit in the means. This was 
Gandhi s original contribution lo the theory 
of collective action Gandhi’s method was 
successfully replicated by Martin Luther 
King (Jr) and hi.s followers in ihc civil 
rights moveincni in the US in ihc mid- 
1960s, demonstrating that tuindhi had 
lorged a weapon which coulil be used by 
oppressed people in other historical and 
geographical situations. 

No consideration ol Gandhi ’ s religion can 
Ignore ‘satyagraha’ as it was based on ideas 
contained in the Gita supplemented by the 
Bible, and some ideas of Thoreau. 
‘Satyagraha’ does not make sense when 
shorn of its religious underpinnings. In fact, 
it IS fundamental to realise that with Gandhi 
the political, economic and social dimensions 
are inseparable from the religious Thi.s is 
where he is most definitely not a modernist. 

Gandhi was able lo achieve profound 
changes in the aiiiiudcs and values of 
Indians, and in Indian society, especially 
the Hindu pan of it But his task remains 
incomplete, and in a sense can never be 
completed. Institutional religion has an 
inherent tendency to decay and corruption 
and each new generation has to clean the 
religious garbage that piles up. But while 
saying this, it is neccs.sary lo realise that 
organised religion is necessary not only to 
provide succour lo millions of people, but 
also to produce the rebels and mystics who 
cleanse it periodically The pharisee and 
mystic arc both bound logcihcr in a 
permanent relationship of opposition and 
complementarity. This statement will 
appear outrageous to most students ot 
religious studies but it happens to be true. 
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BALANCE SHEET OF INDIAN BRANCHES AS AT 
CLOSE OF BUSINESS ON MARCH 31. 1995 

PROFIT AND LOSS ACCOUNT OF 

INDIAN BRANCHES FOR THE YEAR 

L _ 




ENDEP MARCH 3L 1995 

_ 

Rupees in 'OOOs 

Rupees in '000s 



As on 

As on 


Year ended 

Year ended 



31.3.95 

31 3.94 


31.3.95 

31.3.94 



(Current 

(Previous 


(Current 

(Previous 


Schedule 

Year) 

Year) 

Schedule 

Year) 

Year) 

CAPITAL AND 




I. INCOME 



LIABILITIES 




Interest earned 13 

3.37,145 

314,337 

Capital 

1 

163,950 


Other income 14 

59,984 

38.289 

Reserves and Surplus 

2 

76,293 

59,224 


_ 

— 

Deposits 

3 

1,201,710 

1,131,668 

TOTAL 

397,129 

352,626 

Borrowings 

Other liabilities and 

4 

1x427,007 

1,024,630 

IL EXPENDITURE 



provisions 

5 

69,704 

193,399 

Interest expended 15 

238,315 

172,228 



- ' - 

— 

Operating cxpen.ses 16 

61,073 

33,559 

TOTAL 


2,938,664 

2,572,871 

Provisions*and 

80,672 

110,211 





contingencies 

ASSETS 




TOTAL 

380,060 

315,998 

Cash and balances with 







6 

77,601 

46,008 

III. PROFIT 



Reserve Bank of India 
Balances with banks and 

money at call and 




Net profit for the year 

17,069 

36,628 

short notice 

7 

22,614 

, 45,056 

FYofit brought forward 

35,311 

41,502 

Investments 

8 

417,949 

412,434 

.. 


Advances 

Fixed Assets 

9 

10 

2,205,280 

25,084 

1,930,653 

16,596 

TOTAL 

52,380 

78,130 


“- 

— “ -- 

Other Assets 

11 

190,136 

122,124 

IV. APPROPRIATIONS 









TOTAL 


2,938,664 

2,572,871 

Transfer to statutory 








3,415 

7,326 





reserves 





Balance carried over 



Contingent liabilities 

12 

4,237,633 

7,257.984 

to Balance Sheet 

48,965 

70,804 

Bills for collection 


266,436 

13,723 

TOTAL 

52,380 

78,130 

Notes 

17 



Notes 17 



The schedules referred to above form an integral part of the 

The schedules referred to above form an integral part of the Profit 

Balance Sheet 




and Loss Account. 



Signatures to the Balance Sheet and Schedules 1 to 12 and 17 

Signatures to the Profit and Loss Account and Schedules 13 to 17 
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For and on behalf of 







KAL YANIW ALLA & MISTR Y 



• 



Chartered Accountants 
Sd/- 






Sd/- 

K. M. ELAVIA 





ALANBRODIE 

Partner 




Chief Executive Officer'- India 

Bombay: June 24, 1S>95 






- \ 


1492 


ficoaomic and Mitieifit 

























Scotlabank S 

THE BANK OF NOVA SCOTIA 

{Incorporated with Limited Liability in Canada) 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON MARCH 3J, 1995 



Rupees in '000s 


As on As on 
31.3.95 31.3.94 

(Current (Previous 

Year) Year) 


Schedule I—Cimital 


Openuig Balance 
TOTAL 


163,950 

163,950 


163,951 

163,95( 


Note: Amount of deposit kept with the Reserve Bank of 
India under section 11(2) of The Banking Regulation Act, 
1949, (including capital) is Rupees two crore seventy-eight 
lac (previous year Rupees two crore three lac). 


0 

Schedule 2—^Reserves and 
Surplus 

I. Statutory Reserve 

Opening Balance 

23,913 

16,587 

Additions during the year 

3,415 

7,326 

TOTAL 

27,328 

23,913 

11. Balance in Ptofit and Loss 
Account 

Balance as per last balance 
sheet 

35,311 

41,502 

Add: Profit for die year as 
per Profit and Loss 
Account 

17,069 

36,628 

Less: Transferred to 

Statutory Reserve 

3,415 

7,326 

Less: Ttansferred to Head 
Office 

Ni) 

35,493 

TOTAL 

48,965 

35,311 

GRAND TOTAL (land II) 

76,293 

59,224 

Schedule 3-J)eposits 



A. 1. Demand Dqxuiis 
i) Aom'Banks 

2r,661 

15,142 

U) PnunOdiers 

187,638 

104,518 


n. Saving* Bank Deposits 32,802 20,499 

m. /Tenn Deposits 

i) ftomBaito 614,153 620,592 

U) AnoiOthen 345,4^6 370,917 

TdTAL a. H and m) l.201.7l)0 1.131,668 


1) Oqmsitspf Biunches 
in bkha 

ii) Depots of Bnnches 
outside India 


1,201,710 

Nil 


1,20U7J0 


1,131,668 

Nil 


1,131,668 



Schedule 4—-Borrowings 

I. Borrowings in India 

i) Reserve Bank of India 

ii) Other Banks 

iii) Other Institutions and 
Agencies 

II. Borrowings outside India 

TOTAL (I and II) 

Secured borrowings included 
in I and II above 
Schedule 5—-Other Liabilities 
and Provisions 

I. Bills Payable 

II. Inter-Office Adjustments (Net) 
ni. Accrued Interest 

IV. Others (including provisions) 
TOTAL 

Schedule 6—Cash and Balances 
with Reserve Bank of India 

I. Cash in hand 
(including foreign currency 
notes) 

II. Balances with Reserve 
Bank of India 

i) In Current Account 

ii) In Other Accounts 
TOTAL (I and II) 

Schedule 7—Balances with 
Banks and Money at Call 
and Short Notice 
I. In India 

i) Balances with banks 

a) In Current Accounts 

b) In Other Deposit 
Accounts 

ii) Money at Call and Short 
Notice 

a) With Banks 

b) Widi Other Institutions 
TOTAL (i and ii) 

n. Outside India 

i) In Current Accounts 

ii) In Odwr Dqrosit Accounts 

iii) Money at Call and Short 
. Notice 

TOTAL (i, ii and iii) 
GRAND TOTAL (land II) 



Rupees in '000s 

As on 

As on 

31.3.95 

31.3.94 

(Current 

(Previous 

Year) 

Year) 

215,743 

23,875 

420,000 

300,028 


700,700 

213,064 

27 

1,427,007 

1,024,630 

Nil 

Nil 

26,714 

5,960 

21,971 

170,233 

21,994 

16,306 

(975) 

>900 

69,704 

1§3.399 

. 


1,593 

2,616 

76,008 

43,392 

Nil 

Nil 

77,601 

46,008 


40,542 


Nil 

Nil 


40,542 


14,010 

4,514 

Nil 

Nil 

Nil 

Nil 

14,010 

4414 

22,614 

4S.0S6 
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SCHEDULES FORMING PART OF THf BALANCE SHEET AS ON MARCH 31.1995 



Rupees in '000s 


Schedule 8—•Investments 
I. Investments in India in 

i) Government Securities 

ii) Other Approved Seci|rities 

iii) Shares 

iv) Debentures ancTSonds 
V) Subsidiaries and/or 

joint ventures 
vi) Others 
TOTAL 

n. investments outside India in 

i) Government Securities 

ii) Subsidiaries and/or joint 
ventures abroad 

iii) Other Investments 
TOTAL 

GRAND TOTAL (I and II)| 

Schedule 9—Advances 

A. i) Bills purchased and 

discounted 

ii) Cash credits, overdrafts and 
loans repayable on demand 

iii) Term loans 
TOTAL 

B. i) Secured by tangible assets 

ii) Covered by Bank/ 
Government Guarantees 

iii) Unsecured 
TOTAL 

C. I. Advances in India 

i) Priority Sector | 

ii) Public Sector 

iii) Banks ! 

iv) Others | 

TOTAL 

n. Advances outside India 

i) Dueftombanks 

ii) Due froib olhefs 

a) Bills purcluuKd and 
discounted 

b) Syndicated loans 

c) Othen 
TOTAL 

TOTAL (Cl and 10 


As on 
31.3.95 
(Cuirent 
Year) 


416,234 

1,715 

Nil 

Nil 

Nil 

Nil 


417,949 


Nil 

Nil 


Nil 


417,949 


96b,691 
39,344 


2.205.280 


792,873 

Nil 

1,412,407 


2,205,280 


833,392 

Nil 

Nil 

1,371,888 


2,205,280 


NU 


2,205,280 


As on 
31.3.94 
(I^vious 
Year) 


410,719 

1,715 

Nil 

Nil 

Nil 

Nil 


412,434 


Nil 

Nil 


Nil 


412,434 


1,197,245 1,250,888 


1,930,653 


755,765 

50,121 

1,124,767 


1,930,653 


602,203 

Nil 

48 

1,328,402 


1,930,653 



Nil 

Nil 

Nil 


Nil 


1,930,653 


Schedule 10—FfaiedAaMts 

I. Premises 

At cost as on 31st March 
of the preceding year 
Additions during the year 
Deductions during the year 
Depredation to date 
TOTAL 

II. Other Hxed Assets 
(including furniture and 
fixtures) 

At cost as on 31st March of 
the preceding year 
Additions duriiig the year 
Deductions during the year 
Depredation to date 
TOTAL 

GRAND TOTAL a and H) 

Schedule 11—Other AmcIs 

I. Inter>OfIioe Adjustments (Net) 

II. Interest Accru^ 

in. Tax.paid in advance/tax 
deducted at source 

rV. Stationery and Stamps 

V. Non-banking assets acquired 
in satisfsction of claims 

VI. Others 

TOTAL 

Sc hed ule 17—it 

UaUHties 

I. Claims against the bank not 
acknowledged as debts 

n. Liability for partly paid 
investments 

ni. Liability on account of 

outstanding forward exdumge 
contracts 

IV. Guarantees given on behalf 


Rupees in 



As on 
31.3.95 
(Current 
Year) 

Ason ^ 
31.3.94 
(Previous 
Year) 

12,284 

12484 

3,338 

Nil 

Nil 

Nil 

5412 

5,084 

10,110 




14,974 


25,084 


Nil 

43,561 


Nil 

146467 


190,136 


of constituents. 


i) in India 

1,615,035 

ii) Outside India 

102.844 

V. Acceptances, endorsetnents 


and 0 ^ obligations 

511,737 

VI. ■ Other items for whidi the 


bank is contingently liable— 


Bills Rediscounted 

958,^ 

TOTAL 

4.237.633 


10,187 

5490 

1406 

4.975 


9496 


16496 


Nil 

42,808 


Nil 

79,308 


122,124 


1,049,817 4402,392 



Econoniic and fhiUlicBl Wed^ ^ 1^^ 
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1 SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR THE 



YEAR ENDED MARCH 31.1995 

- ^ _ 



Rupees in *000$ 

Rupees in 000s 


Year ended 

Y^ar ended 


Year ended 

Year ended 


31.3.95 

31.3.94 


31.3.95 

31.3.94 


(Current 

(Previous 


(Current 

(Previous 


Year) 

Year) 


Year) 

Year) 

Schedule 13—Interest Earned 



Schedule 16—Operating 



1. Interest/discount on 



Expenses 



advances/bills 

259.733 

276,673 




11. Income on investments 

66,670 

27.132 




111. Interest on balances with 



1. Payments to and 



Reserve Bank of India and 



provisions 



other inter-bank funds 

5.786 

5,624 

for employees 

23,541 

9,044 

IV. Others 

4,956 

4,908 




0 


— 

11. Rent, taxes and 



TOTAL 

337,145 

314,337 

lighting 

4,304 

1,478 

Schedule 14—Other Income 






1. Commission, exchange and 



ni. Printing and 



hiokerage 

35.469 

22,252 

stationery 

1,270 

1.066 

11. Profit on sale of 






investments 

3,088 

128 

IV. Advertisement and 



Less: Loss on sale of 
investments 

Nil 

Nil 

publicity 

77 

53 

Ill. Profit on revaluation 






of investments 

Nil 

Nil 

V. Depreciation on bank’s 



Less: Loss on revaluation 



property 

4,179 

1,985 

of investments 

Nil 

Nil 




IV. Profit on sale of land, 






buildings and other assets 

Nil 

Nil 

VL Directors ’ fees, allowances 



Less: Loss on sale of laiut, 



and expenses 

25 

22 

buildings and other assets 

(14) 

(509) 




V. Pn^t on exchange 



Vll. Auditors’fees and 



transactions (net of brokerage) 

21,441 

16,418 

expenses 

240 

165 

Less: Loss on exchange 






transactions 

Nil 

Nil 




VI. Income earned by way of 



VIII. Law charges 

176 

328 

dividends' etc. frain subskUaries/ 






companies andfor joint ventures 






abtoiul/in India 

Nil 

Nil 

DC. Postages, telegrams. 



VII. Miscellaneous income 

Nil 

Nil 

telephones, etc 

3,252 

2,159 

TOTAL 

59.984 

38,289 







X. Repairs and maintenance . 

1,630 

946 

Schedule 15—Interest 






Expended 



d 



I. Interest on deposits 

38,903 

38.374 

XI. Insurance 

457 

218 

IL interest on Reserve Bank of 






lndindnier4Mnk bonowmgs 

198,802 

73,825 




HI. Other 

610 

60,029 

/ 

XII. Other expenditure 

21,922 

16,095 

TOTAL 


172,228 

TOTAL 

61,073 

33559 






> 
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Schsdide 17—Signtfirsnt AccounCbig Polidcs and Notes 

1. These accounts art based on the historical cost convention And are drawn up on the oonocni* concept in accordance widi 
generally accepted accounting practices. 

2. Revenues are accounted for on accrual basis except the following items which ait accounted for on.reoetpt basis: 

0) fotenest and other income on advances classified as non-performing assets according Id the prudential aooountiiig norms 
iraued by the Reserve Bank of India. 

(ii) Interest and other income on non-accrual advances classified as such by die bank. 

(iii) Overdue interest on bills discounted. 

(iv) Interest on export sight bills. 

(v) Ouaranlee commission. 

(vi) Commission on foreign exchange forward contracts. 

3. Expenses are generally accounted for on accrual basis. 

4. Foreign Currencies: 

Revenues earned and expenses incurred in foreign currencies are translated for the period ended October 31 at the rate of 
exchange current as at October 31 and for the period from November 1 to the Balance Sheet date at the rate of exchange 
current as at the Balance Sheet date. Interest pidd on Fordgn Currency Non-Resident Deposits is translated at the rate of 
exchange at which the relative deposit is translated. All other transactions during the year are translated at the rate of 
exchange current as at the date of the transaction. 

Assets and liabilities in foreign currencies, including unmatured foreign exchange forward contracts, acceptances, 
endorsements and other obligations and guarantees are translated into Indian Rupees at rates of exchange current as at the 
Balance Sheet date as specitied by the Reserve Bank of India. Resultant gains or losses are taken to ^ Profit and Loss 
Account. As per the present practice of banks in India, the Foreign Currency Non-Resident Deposit balances and Post 
Shipment Credit denominated in Foreign Cuirency balances, are valued as at the Balance Sheet date at the rates specified 
by the Reserve Bank of India at the date of the transaction and not at the currency rates current as at the Balance Sheet 
date. 

3. Investments: 

In accordance with the guidelines of the Reserve Bank of India, investments in approved securities are bifurcated by the 
management into 'permanent* and 'current* investments. It js the policy of the Bank to hold not more than 60% of its 
investments in the 'permanent* category and not less than 40% in the 'current* category. 

Investments in 'permanent* category are intended to be held till maturity and are carried at cost. There is no depreciation 
in the cost of 'permanent* investments as compared to their aggregate market value. 

Current investments are those which banks intend to deal in, i.e. buy and sell in the short run. Investments in 'current* 
category are carried at cost or aggregate'market value, whichever is lower. Current investments comprising of Treasury 
' Bills are valued at carrying cost. 

6. Fixed Assets: 

Premises and Other Fixed Assets have been accounted at cost less accumulated depreciation. Depreciation has been 
provided for on the written down value of the fixed assets as on 31.3.1994 at the rates specified in Schedule XIV of the 
Companies Act, 1956. 

As per an agreement with the joint-owner of certain premises, the Bank has exercised, the firm and absohile optfoB to 
purchase the said premises from the joint-owner for a consideration of Rs. 1,100 tiiousa^ together witii interest uptothe 
date of the exercise of such option by the Bank. Certain disputes have been raised by the joint-owner and pending feanlutioB 
of these disputes by the court, no adjustments have been made in the accounts for the aforesaid amount a^ interest thereon. 

7. Advances: 

(a) Provisions for doubtful advances have been made to the satisfaction of the audilors m tespect of all advances identified 
as non-performing as per the norms prescribed by the Reserve Bank of India. 

(b) Ptovisions in respect of doubtful advances have been deducted from advances to the extent neoessaiy and the excess has 
been included under 'Other Liabilities and Provisions.* 

(c) Pfovisions have been made on gross basis. Tax relief which will be available when the advance is written off will be 
accounted for in the year of write-off. 

I. Net Profit 

The net profit diacloaed in the Profit and Loss Account is after: 

(i) provisions for taxes on income in accordance with statutory requirements, 

(ii) provisions for dohbtful advances, 

(tii) other usual and necessary provisions and 

(iv) reversal of provisions mads in earlier years no longer required. 

9. Head Office exmmses of past yeais amounting to Rs.S,4(X> thousand will be accimnted for as and when iMiiltaiioeMidl^^ 
by the Reserve Bank of India. 

10. Payments to and ptovisions for employees include a sum of Rs. 10,490 tiiousand paid under an amnesty scheme. 

II . Th^aceounwincorpbram the accounts of the New Delhi branch erf the Bank which commenoed operations on November 17f 

^ 1994. The figures of the previous year to that extent are pot comparable. 


' 
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AiMytor*8 Report on the Indian Branches of The Bank of Nova Scotia nndcr'Scction 30 

of the Banking Regulation Act, 1949 


We have audited the attached Balance Sheet of die Indian Branches of The Bank of ^ova Scotia, 

incoiporated in Canada with limited liability, as at Match 31, 1995 and the relative Profit and Loss 

Account for the year ended on that date annexed thereto. 

The Balance Sheet and Profit and Loss Account have been drawn up in accordance with the provisions 

of Section 29 of the Baidcing Regulation Act, 1949, read with the provisions of Section 211 of the 

Companies Act, 1956. 

We lepoit that: 

f 

1. We have obtained all the information and explanadons which to the best of pur knowledge and 
belief were necessary for the. purpose of our audit and have found them to be satisfactory. 

2. The transacdons which have come to our notice have been, in our opinion, within the powers of 
the Baidt. 

3. In our opinion, proper books of account as required by law, have been kept by the Bank so far 
as appears from our examination of these books. 

4. The abovemendoned Balance Sheet and Profit and Loss Account of the Indian Branches of the 
Bank dealt with by diis rqxnt are in agreement with the books of account. 

5. In our oinnion and to the best of our infoimadon and according to the explanations given to us, 
the said accounts together with the notes'thereon, give Oie informadon requited by the Companies 
Act, 1956, in the manner so required for banking companies, and on such basis the said Balance 
Sheei gives a true and fair view of the state of affairs of the Indian Branches of the Bank as at 
Maicii 31,1995 and the Profit arwl Loss Account, gives a true and fair view of the profit of the 
hidian Branches of the Bank for the year ended on that date. 


For and on behalf of 


KALYANIWALLA & MISTRY 

CfimtEred Accountants 




REVIEWS 


Abandoned Agenda 

Biswajit Dhar 

South-Soutli Trade and Development by Steen Folke, Niels Fold and Thyge 
Enevoldsen; Macmillan, London, 1993; pp xiv + 267. 


TRADE co-operation among developing 
countries, considered sine qua non of 
development of the poorer regions of the 
world not too long ago, has been given a 
complete go-by in the emerging economic 
order. .The veritable rejection of South-South 
co-operation as a strategy in the present 
dispensation corresponds with the 
abandoning of the agenda for change of the 
international economic order that was 
adopted in the 1970s. The hallmark of this 
agenda was its emphasis on strengthening 
economic links between countries of the 
South in a manner that developing countries 
by themselves could provide the growth 
impulses they required and not depend on 
the advanced nations as in the past. 

This break with the past that the New 
International Economic Order (NIEO) was 
looking ahead to was not without a basis. 
Several countries in the developing world 
had begun to show strong economic 
performance and had begun to emerge from 
the shadows of the developed countries. The 
significant aspect was that these countries 
exhibited dynamism particularly during 
the phase when the developed countries 
were experiencing their post-war low. 
Considerable attention was paid to this 
phenomenon of the emergence of developing 
countries on the world stage, but few, like 
the book under review, have tried to situate 
it in the larger context of South-South co¬ 
operation. This has been done by focusing 
attention on South-South trade and by 
bringing out the essential features of intra- 
South trade as it has evolved over time. The 
discussion, while highlighting trade between 
developing countries, treads a careful line 
in commenting about the prospects of South- 
South co-operation. The conclusions are 
consequently less definitive, which could 
pose several problems in appreciating the 
real import of the South-South co-operation 
for developing countries. 

The study has two substantive parts, viz, 
approaches and cases. The basic framework 
and the broad analysis of the study are all 
contained in the first part while the second 
provides specific case studies to emphasise 
some of the points that are raised in the 
study. ^ 

The contextual bases of the study are 
presented in Chapters 3 and 4. White Chapter 
3 seeks to provide the political perspective 
of South-South trade and co-operation. 


Chapter 4 attempts to bring in the economic 
dimension. 

The political setting of South-South co¬ 
operation presented by the authors is an 
account of the initiatives taken at various 
international fora, particularly since the 
1970s. The focus of the discussion is mainly 
on the Non-Aligned Movement and the 
UNCTAD and the chapter dwells essentially 
on the resolutions and declarations that were‘ 
adopted to reiterate South-South issues. It 
has been argued that all the initiatives at 
promoting South-South trade were taken in 
the 1970s as a part of the NIEO. These 
efforts were implemented by the UNCTAD 
particularly through the Committee on 
Economic Co-operation among Developing 
Countries. The high point in South-South 
co-operation, the authors point out, was 
reached in this phase following which there 
has been a continuous decline. 

Several points arise from the manner in 
which this crucial dimension of the study 
has been discussed. The foremost point is 
that the narrowness of coverage of issues in 
the chapter hardly does Justice to the broad 
theme it sets out to discuss. 

The discussion pertaining to the 1980s is 
somewhat misleading. While the authors 
deal at length with the process of dis.sipation 
of the initiatives taken for furthering co¬ 
operation among countries of the South, 
they choose to call this process the ''sound 
of silence”. There was a clear articulation 
of the position that the South-South 
dimension hadbecomecon^letely irrelevant, 
which the authors refer to in a later chapter, 
and this should have found a place in this 
discussion as well. 

This account of the 1980$, along with the 
subsequent discussion that brings us up to 
the 1990s, almost completely ignores the 
point that the agenda for chnage of the 1970s 
has become a non-issue at the present 
juncture. The authors miss out on this 
important point primarily because they do 
not discuss the role of North-South relations 
in determining the future of South-South 
trade and co-operation. The changed* 
perception of the developed countries, 
particularly in the 1980s when they had 
slipped into the worst depression since the 
19^s, would have been useful to recount 
in order to explain the turn of events. This 
perspective would also have allowed a more 
focused discussion on the role played by the 


Brettpn Woods institutions in undermining 
the iiiitifl^tives of the 1970s. In this context, 
one is surprised that the authors do not make 
any reference to the Uruguay Round 
Negotiations under the GATT. The process 
through which the Uruguay Round was 
launched and its implications for South- 
South trade certainly deserved a place in the 
study. 

One of the major dimensions left 
completely unexplored by the authors is the 
evolution of the regional initiatives to 
promote co-operation among developing 
countries. The omission is particularly glaring 
because the study indicates in the later 
chapters that South-South trade had a distinct 
regional character. 

The later 1980s and the early 1990s have 
witnessed developing countries trying to 
strengthen regional co-operation. The result 
of these initiatives has been the formation 
of a new trading arrangement in the 
Latin American region, viz, MERCOSUR, 
while initial steps have been taken for 
the establishment of a South Asian 
regional trading group.' Existing trading 
arrangements, in particular SADCC, 
ASEAN and the Andean group, have also 
shown a greater urgency to promote 
regional trade. 

The economic perspective is provided by 
discussing the relevance of various analytical 
approaches to understanding trade between 
developing countries. This presentation is 
largely mechanical and it lacks the necessary 
rigour. But more importantly, one is forced 
to question the justification for including 
this discussion since none of the approaches 
that are dealt with is able to provide any 
insight into the problem at hand. The authors 
could have instead dwelled on a body of 
literature that examines the role of trade as 
a motive force for growth, which finds only 
a casual reference in the discussion. The 
economic rationale for increased South- 
South trade could be adequately developed 
by looking more closely at this literature as 
indicated below. 

Arthur Lewis' Nqbel Lecture in 1979 
provides the conceptual framework in this 
regard. Lewis, while commenting on the 
slowing down of the "engine of growth" in 
the developed countries and its adverse 
impact on developing country exports, 
indicated that increased South-South trade 
couldbea possible way out for the developing 
countries. Intra-South trade, in Lewis’ view, 
could work as an alternative fuel for 
developing countreis' growth. But for Lewis 
prognosis to be true, it was necessary for the 
^veloping countries to be exporting not 
merely primary commodities to developed 
countries as in the past. Empirical support 
for the position taken by Lewis was provided 


by Riedel (t984) iti i related dontiibutiofi. 
Riedel showed that developing countries 
had emerged as exporters of a diversified 
range of manufactured products and were 
not just exporters of primary commodities 
in the two decades since the 1950s. As a 
corollary to Riedel*s findings one could 
argue that developing countries were in a 
position to generate growth dynamics of 
their own and did not have to depend on 
developed countries* growth. The economic 
rationale for South-South trade, we feel, 
is provided quite effectively in this manner. 

An elaboration of Riedel’s finding is 
provided in the study under review. Chapter 
5 discusses South-South trade in 
manufacturers since the 1960s (the terminal 
year being 1988), and very interesting 
results are prsented therein. Seventy-four 
developing countries are taken up for 
analysis which have been divided into four 
groups depending on the relative 
significance of manufactured exports in 
theirtotal exports. Of the sample countries, 
34 were exporters of diversified ranges of 
manufactured goods, among which are 
seven that were exporting capital goods 
and other advanced goods. Twenty-five of 
the remaining countries were exporters of 
mostly simple manufactured goods while 
15 countries had insignificant South-South 
exports of manufactured goods. Fifty-two 
product groups are included in the study 
and these comprise manufactures in the 
strict sense, i e. SITC categories 5-8, as 
also processed and semi-processed primary 
commodities. 

The broad findings of the exercise are 
quite revealing. South-directed exports of 
manufactures are found to be relatively 
important in many developing countries. 
Eighteen countries directed more than 25 
per cent of theirtotal manufactured exports 
to developing countries, and a further 20 
countries’ cxp<»rts of manufactured goods 
to the South were between 15 and 25 per 
cent of their total exports. Trade in 
manufactures between countries of the 
South had a distinct regional character - 
for most countries, more than 90 per cent 
of their trade was intra-iegional. As regards 
the broad trends of South-South trade, the 
study indicates that while the 1970s was 
the golden age of South-South trade in 
manufactured goods’*, the 1980s saw “a 
relative decline - and often also an absolute 
decline - in South-directed export of 
manuf^tures”. Looking at these trends the 
authors conclude that South-South trade in 
manufactured godds “is never going to 
play any major role again”. It may be 
pointed out ^at the trends for the 1980s 

are obudned whh Umited data. 

Data for a of j^untriei arc 

included ip Ihte 
This 

trade hasbiaii in second part 


of the study. The role of regional co¬ 
operation in influencing South-South trade 
is discussed in Chapter 6. Theoretical views 
on the relevance of trading arrangements 
are provided at the outset. This discussion 
is based largely on the literature of an 
earlier vintage and should have included 
some of the more recent literature that has 
been generated following the renewal of 
interest in regionalism. The later part of 
the presentation tries to raise certain 
imperatives which, in the view of the 
authors, are critical to ensuring that regional 
trading arrangements succeed. The authors 
opine that without effective intervention, 
weaker countries could lose from any 
attempt at regional integration and this 
could undermine the basis of integration 
itself. 

Three country cases, viz, Togo, 
Nicaragua and Zimbabwe, have been 
di.scussed to highlight the contrasting 
experiences in regional trading 
arrangements Althoughthecasesarcpurciy 
illustrative in nature, the basis for choosing 
these countries is hardly clear. Adequate 
justification for including these cases should 
have been provided Togo and Nicaragua, 
the two less industrialised countries, arc 
found to get more industrialised' while 
remaining a part of the trading 
arrangements, but this process of 
industrialisation also brought greater 
import-dependence on extra regional 
sources. Regional integration is thus found 
to have a perverse impact on regional trade 
of these countries Zimbabwe, the third 
country included m the study, has been 
discussed in a curious manner. Its bilateral 
trade with Zambia is dealt with in great 
detail and some tangential remarks are made 
about the functioning of the regional 
arrangement, viz, SADCC. that both 
countries arc a part of. At the end of all 
the cases that are presented, one is 
confounded about the message that the 
authors arc intending to convey. In any 
case, the earlier point about the essential 
regional character of South-South trade 
finds no support at all. If .anything, the 
Togo and Nicaragua cases indicate that 
regional co-operation could undermine 
/egional trade 

Two further cases are provided in the 
remaining substantive chapters of the study. 
The Malaysian case is discussed in Chapter 
7 and India’s export of capital goods to 
Tanzania in the final chapter. 

Malaysia’s success as an exporter has 
been discussed keeping in view the policy 
changes effected over the period 1970-90. 
Traditional export industries like 
eiect^nics are discussed at length. But 
ivtiile policy changes have found 
prominoice in the cfiscussion. the role of 
^ the regional trading arrangtmont, ASEAN, 
finds Very little menilod. ASBAN Has been 


the unqualified success story of regional 
trading and it would have been worthwhile 
to explore the role it played in the Malaysian 
export boom. 

The case of India’s export of capital 
goods is presented as an example of South- 
South trade involving most advanced 
products. What emerges from the discussion 
is that this case was a less successful instance 
of South-South co-operation. Both trading 
partners had their own share of problems 
with the result that the experience of the 
countries was hardly encouraging from the 
viewpoint of developing country trade. 

This case is further discussed to highlight 
the problem of differentiation within the 
South and its probable implications. Less 
industrialised countries like Tanzania, it 
has been argued, tend to get dependent on 
the more industrialised countries from the 
South and this dependence is no different 
from that observed in South-North relations. 

It must however be pointed out that the 
India-Tanzania experience ha.s several 
conlra-cases. Earlier studies by Dahlman 
and Sercovich and Fransman, among others, 
have shown that there are cases of successful 
trade in advanced products among 
developing countries. Even if the authors 
of this study were aiming at highlighting 
the problems that intra-South trade 
involves, they should have at least pointed 
out the successful cases as well. 

inlra-South trade, as we gather from the 
study, would be against tremendous odds 
in order to assume meaningful proportions, 
and yet the authors end on a hopeful note. 
They sec a potential in South-South trade, 
but wc may have to look beyond this study 
to see any such potential as may exist. 
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Rhetoric of Participation 

Amita Baviskar 

A Voice for the Excluded: Popular Participation in Development: Utopia or 
Necessity? by Matthias Stiefel and Marshall Wolfe; Zed Books, London, in 
association with UNRISD, Geneva, 1994; pp 265, price not stated. 


PARTICIPATION is a much-abused word. 
Part of public policy rhetoric from the 
1970s, parroted by all, from the World 
Bank to tiny NGOs, the notion carries with 
it a suspicious whiff of paternalism, of 
urging the reluctant masses to join in 
endeavours that those in power think are 
good for them. Only too often, 
"participation’ by some "target group’ is 
included as yet another "component’ tagged 
on to development projects that are desi gned 
and implemented by outside agencies. A 
Voice for the Excluded tries to rid 
"participation’ of these co-opted conno¬ 
tations in order to recover a notion that lies 
at the heart of genuine and meaningful 
development. 

This volume incorporates a scries of. 
studies conducted by the United Nations 
Research Institute for Social Development 
(UNRISD) from 1979 to 1984 under the 
Popular Participation Programme, which 
sought to collate data from all over the 
world on attempts at participation in 
development, the obstacles encountered and 
the possibilities engendered. This wide 
charter was made wider still by defining 
participation as ""the organised efforts to 
increase control over resources and 
regulative institutions in given social 
situations, on the part of groups and 
movements of those hitherto excluded from 
such control”. Since such a comprehensive 
notion pretty much embraces all politics 
everywhere (from religious funda¬ 
mentalism to ethnic conflict to anti¬ 
liquor campaigns), the project set the limits 
of the study by default, as it were, by 
allowing considerable latitude to the 
national-level researchers to choose their 
own areas of study. The studies were 
consciously oriented towards praxis: data 
was collected by researcher-activists 
interacting closely with groups and 
movements of "the excluded’. Findings 
were circulated through periodic 
discussions aimed at refining the 
understanding of all the agencies involved. 
The exigencies of funding and other 
constraints led to in-depth research being 
conducted only in eight Latin American 
countries, India and Thailand. Within these 
countries, the studies examine participation 
in peasant mqveffients, trade unions and 
urban neighbourhood associations, and how 
movements nogotiate for political spate 
with the statfi, The discussion ranges over 
the enormt^Sly variable conditions 


prevalent in different nations, from Brazil’s 
populist government’s initial patronage of 
trade unions to Chile’s authoritarian 
regime’s suppression of organised labour 
activity. The volume highlights the ways 
in which these relationships were altered 
drastically by the economic crises of the 
1980s and the consequent structural 
adjustment policies, which undermined the 
relative bargaining strength of working 
people’s organisations. The studies look 
critically at the structures of participation 
created by regimes in Mexico, Nicaragua, 
Grenada, China and Tanzania in their 
attempts to institutionalise public 
involvement in decision-making and 
implementation. However, pone of the case 
studies are more than three pages long; 
they offer competent thumbnail sketches 
which arc useful for the completely 
uninformed, but which do not substitute 
for detailed analysis. The skimpy case study 
on India, for instance, relies solely on two 
studies of NGOs and tribal movements, 
hardly an exhaustive survey of political 
participation in the country. 

A Voice for the Excluded \& most thought- 
provoking when it examines the prospects 
for participation in the 1990s So far, the 
agenda of national development in post¬ 
colonial societies has largely been decided 
by centralised, techno-bureaucratic states 
which have been loath to pass on effective 
control into the hands of local organisations. 
Under the prevailing liberal paradox of 
political democrat!sation combined with 


the economic authorUarUnism of 
multilateral agencies such as the IMF end 
the World Trade Organisation, the 
significance of the state as a political arena 
is being reduced from below as well as 
above. The burden of ensuring participation 
in shrinking development programmes falls 
more and more on the NGO sector which 
mediates between the grass roots and the 
state and international agencies. However, 
the political objectives and strategies of 
NGOs are not necessarily pro-poor. 
Dependent, as NGOs often are, on external 
funding and expertise, their approach may 
be derived from a milder version of precisely 
the same values and interests that drive 
state initiatives. Stiefel and Wolfe are 
sensitive to the contradictions between the 
ideal of grass roots autonomy and the real 
dependence of local groups on external 
allies. 

Given the present preoccupation with 
economic growth before all else, 
participation seems to be an issue of 
marginal relevance in development. 
Those fighting for sheer survival against 
the odds of deregulated economies, 
privatisation and slashed social expenditure 
have probably lost even the aspiration o1 
someday gaining control over the processes 
and paradigms that govern their lives 
Dreams of planned development, national 
liberation and social revolution have been 
abandoned on the long march of capitalist 
development. Is participation, then, a 
utopia or a necessity? Stiefel and Wolfe 
make no prognostications. Theirs is an 
open-ended exercise, replete with the 
caveats, qualifying remarks and self- 
criticisms that accompany efforts to 
accommodate all voices, dissenting or 
otherwise. This volume brings a disarming 
earnestness and reflexivity to a concern 
that most sociologists development would 
today dismiss as passe. 
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Performance of Wheat Citqt in India 

1952-53 to 1992-93 


M Raghavan 

The performance of the wheat crop in India, which exhibited robust growth through the two decades of the green 
revolution could be sustained because of an enclave-based growth strategy. Of late the strategy has failed to yield 
substantial results. If the wheat crop has to regain its earlier trend, the current strategy has to be remodelled and 
targeted towards weaker farm households, preferably outside the already saturated enclaves. 

An attempt has been made in this paper to analyse the trend rate of growth of wheat crop since indpendence and 
its inter-regional imbalances in recent decades. 


1 am quite aware that science cannot be 
ordered about to produce the desired results 
precisely when they arc needed. 
Nevertheless, when a technological 
breakthrough in one segment transmits its 
ripples into the others, the emerging 
imbalances have to be corrected. 

— Dharm Narain, 1972 

A great deal of work has been done on the 
growth and instability of Indian agriculture. 
These studies, despite their differences in 
the statistical methodology and the time 
pericxi of data used, are fairly unanimous at 
least in two of their conclusions. Firstly, 
after the onset of green revolution in the 
mid-1960s, there has been a deceleration in 
the trend rate of growth of agriculture, 
especially foodgrains. This deceleration, 
however, is not discernible in the 
performance of wheat, which has exhibited 
a 'robust growth’ throughout the post- 
independence period vSecondly, with the 
advent of green revolution, production of all 
crops and crop aggregates categorised as 
'foodgrains’ has become progressively 
unstable. Interestingly, among these crops, 
wheat stands out as a solitary exception and 
continues its ‘robust growth’ on stable’ 
path. 

Considering the fact that between the 1950s 
and the 1980s the share of wheat in the total 
basket of foodgrains prtxluction has almost 
doubled, while that of nee dwindled from 
more than 50 per cent to slightly above 40 
pci cent, the necessity for a rigorous re¬ 
examination of these results might not have 
engaged the attention of the researchers, 
though warning signals have been coming 
from lime to lime INarain 1972; Rao 1993] 
invoking the serious problem that this crop 
may face in future ' In this context, it would 
be useful to recall that, in the 1960s, many 
developing countries, which embarked on 
a crash programme for foodgrain self- 
sufficiency, intrixJuced a more or less similar 
green revolution technology package in 
selected enclaves that were already endowed 
with the requisite infrastructural facilities 
lAlauddin andTisdell 1986). The nature of 
India’s green revolution, which was 
essentially a wheat revolution to begin with 


[Srinivasan 1972] was not different from 
this. The underlying idea behind this strategy 
was simple. Given the existing structural 
constraints in the rural countryside, it was 
perceived that maintenance of growth and 
self-sufficiency in foodgrains production 
would be predicated upon the decisions of 
a numerical minority of relatively large 
farmers in thc.se selected enclaves whose 
acreage response could be influenced to 
achieve the objective of self-sufficiency, if 
substantial incentives, including a tax-free 
'cost plus’ pnee for their outputs are ensured. 
It is this enclave-based development strategy 
that has helped the wheal crop to continue 
the ‘robust growth’ after the mid-1960s At 
the same time there shi«uld not be any 
difficulty to visualise that, once the capacity 
of these selected enclaves to increase the 
level of productivity is exhausted, no amount 
of additional incentives will he able to push 
up the growth trend further. In that case, 
sooner or later, a deceleration in its 
performance is inevitable for, then, it is not 
the capacity to inve.sl in farm business of 
the large farmers in these enclaves, but the 
incapacity of the weaker ones elsewhere, 
that would guide the growth trend. 

As regards the instability in crop 
production, some observers [Mehra 1981; 
Hazell 1982) are of the view that it is inherent 
in the green revolution technology itself. 
There are others who argue that rainfall as 
such (Ray 1981; 1983] or moisture .slre.ss 
arising out of deficient rainfall as well as 
inerficient irrigation system (Mahendradev 
1987, 1991] is responsible for the sharp 
fluctuations in crop output. On the other 
hand, Hanumantha Rao (1989) argued that 
the growing instability in agriculture during 
the post-green revolution period cannot be 
attributed to the new technology, but to the 
adverse agro-climatic conditions in which 
the technology is used. He contended further 
that however, when the new technology is 
applied under assured irrigation conditions, 
the increase in output would be on a stable 
path. This is exactly what has happened in 
the case of wheat where the new technology 
has made the maximum impact” [also see 
Rao. Ray and Subbarao I9K8|. 


As we shall see later, some of these 
explanations are of course unexceptionable 
on certain .specific grounds Nevertheless, it 
would be more appropriate to argue that 
instability is a logical concomitant of the 
enclave-based growth strategy it.scif. If this 
strategy is unable to push up the initially 
obtain^ ‘robu.sl growth’ through ‘stable 
path* beyond a point, then, the crop has to 
inevitably face not only a deceleiation in 
growth, but also some degree of instability 
around the trend line. In addition, it is essential 
to keep in mind, as K N Raj (1970) slated 
long ago, that the all-India estimates ol 
growth (and instability) conceal important 
inter-regional imbalance in growth ol 
production which, to us, is the more .serious 
direct impact of this enclave-based 
development strategy. 

An attempt has been made in this paper 
to analy.se the trend rate of growth of wheal 
crop since independence and its inler-rcgional 
imbalance in recent decades. After this 
introduction, Section II explains the nature 
of data and the methodologies adopted m 
the analysis and Section III discusses the 
results, while Section IV offers some 
explanations, drawing inferences from some 
of the vast sources of existing works. Finally. 
Section V summari.ses the conclusions 

II 

We have used in this analysis, the official 
e.stimates of area, production and yield oi 
wheat at three levels - all-India, states 
dhstricts. The all-India data are available 
from 1949-50, or even before. The estimates 
of production for the earlier years were 
obtained through the traditional 'eye 
appraisal' method.' In the major wheat 
producing stales of Punjab, Haryana and 
certain regions of Madhya Pradesh. 
Rajasthan, etc, the objective estimates based 
on random .sampling crop cutting surveys 
were started only from 1952-53. For the sake 
of a reasonable comparability, we have 
therefore, omitted the data for the peruHl 
before 1952-53. 

At the second level, estimates of 12 states, 
which together constitute 99 per cent of the 
total wheat output at present, are considered 
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The data for at] the atates are not available 
for the years before 1954*55. In respect of 
those states for which earlier data are not 
available, it has been computed from the 
official IDES 1968] index numbers of area 
and production. 

The districtwise data were compiled for 
two decadal points, viz, three-year periods 
ending 1980-81 and 1990-91. published in 
various issues of the Agricultural Situation 
in India, Similar data for 1908-69 and 
1969-70 were not published. This exercise 
was not therefore attempted on comparable 
basis are available for 278 districts of the 
12 states. These data are well-known to 
contain several gaps, including glaring 
incongruities [Ahluwalia 1991] which had 
to be rectified by some sort of informed 
guesses. However, such cases were observed 
in about a dozen districts and, hence, these 
guesses are not expected to materially distort 
the overall results. 

Coming to the question of fitting a 
suitable trend to the time series, the 
problems to be confronted are rather less, 
as we have a rich source of literature that 
deals with the statistical and technical issues 
rclatingr to selection and applicatit>n of 
various methodologies, which need fu»i be 
lepcated here.' We have fitted a semi-log 
1 unction, which is the logarithmic 
transformation of the usual compound 
growth equation, to the fi vc*yearly moving 
average of these series corresponding to 
the following periods. 

Period I = 1952-53 to 1964-65 

Period II = 1952-53 to 1974-75 

Period 111 = 1952-53 to 1984-85 

Period IV = 1952-53 to 1992-93 

The growth rates so esti mated are expected 
to reflect the overall trend rales of growth, 
without being unduly influenced by the 
Hucluations arising from seasonal and 
cyclical factors, including exceptional swings 
in certain years. 

This functional form has been used not 
because, in our view, it is superior to the 
other forms used to fit the trend rate of 
growth of Indian agriculture, but because 
this is the functional form that is generally 
u.scd in the formulation of official policies. 
Similarly, the five-yearly moving average 
was found to straighten out the series belter 
than the generally used ihrcc-ycarly moving 
average. These 'straightened' series helps 
us to retain all the observations without 
removing the ‘bad’ years, which, according 
to Rao and Deshpande (1991) occurred a.s 
many a.s 11 times since independence. If 
wc remove all such ‘bad’ years, the results 
obtained from the fttted trend would be 
rather unrealistic. Therefore, taking an 
example from Mitra (197Q), wc have fitted 
the trend to each successive time segments, 
as shown above, which enable us to examine 
the growth trends for different periods with 
reference to the same base period. 


The regional imbalances emanating from 
the disparate production conditions in rural 
countryside have been examined with the 
help of the district level data. We have 
considered two measures of imbalance, 
namely, the standard deviation and the 
coefficient of variation, which give us the 
absolute and the relative measures of 
imbalance re.»;peciively. The results of these 
exercises are discuss^ below. 

III 

Table 1 presents the trend rates of growth 
of wheat crop in India, and in the selected 
states, for different periods from 1952-53 to 
1992-93. As can be seen, the wheat output 
in the aggregate registered a compound 
growth rale of 5 93 per cent per annum 
during the four decades ending 1992-93, 
compared to 3.75 per cent during the period 
between 1952-53 and 1964-65. It might 
seem from this that the widely held view of 
a ‘robust growth' in wheat is valid even now. 
But if wc examine the growth trends through 
the incremental time segments, it can he 
noticed that the growth of wheal output 
dunng the first decade of green revolution 
was much higher at 6 22 per cent and still 
higher at 6.36 per cent per annum in the next 
decade ending 1984-85. That is, the ‘robust 
growth’ that was witnessed in wheat output 
since independence had really started 
waning since the mid-1980s In fact, the 
deceleration in growth of productivity of 
wheat had begun much earlier, i e, between 
1974-75 and 1984-85. The year to year 
movement ol growth rates presented in 
Table 2 shows that, while there has been 
a persistent retrogression in the growth ol 
area and production ol wheat since 1984-8.5, 
the rate of growth yield increased from 3 5 
per cent in 1984-85 to 3.52 per cent in 
1985-86 and stayed at that level lor another 
three years, bclorc decelerating to 3.49 per 
cent by 1992-93. 

The other factors that come into sharp 
focus from the all-India growth rates arc: 
(i) inlhepre-grccn icvolution period ending 
1964-65, the contribution to output growth 
came more or less evenly from both the area 
expansion and the yield increase; (ii) in the 
successive two decades ending 1974-75 and 
1984-85, it was mainly the yield increase 
that contributed lo the growth of output; and 
(iii) after 1984-85, though the deceleration 
in growth of output occurred predominantly 
due to stagnation in area, the deceleration 
in yield growth also contributed to this trend. 

The .statewise trends are more revealing. 
Firstly, during the period until 1964-65, 
Punjab recorded the highest rate of growth 
tn output at 6.19 per cent per annum, followed 
by Madhya Pradesh, iammu and Kashmir. 
Bihar and Haryana - in that order-all 
making up to the level above the trend rate 
. of growth for the country as a whole. Some 
other major wheal growing states, such as 


Uttar Pradesh and Rajasthan were much 
below the all-India average. Generally, 
during this period, it was the expansion m 
area which contributed *io the growth of 
production more than yield, in most of the 
states. Even in Punjab, the contribution of 
area expansion to the growth of production 
of this cereal wa.s significantly closer to that 


TabU' 1 Ra O'. sor Growih or Wmi:a? Choi* 

(Per Cent) 


Stale 

1 

11 

111 

IV 



Pfoduction 


Bihar 

5 01 

11 29 

9 62 

7 96 

Gujarat 

3 31 

7 36 

7 01 

4 93 

Haryana 

4 56 

8 30 

111 

741 

Himachal Pradesh 

3 37 

3 04 

2 88 

2 85 

Jammu and Kashmir 5 54 

5 33 

3 SI 

3 42 

Karnataka 

2.34 

5 22 

5 73 

3 10 

Madhya Pradesh 

5 56 

2 37 

2 86 

3.-36 

Maharashtra 

3 22 

1 47 

4 69 

3 .50 

Punjab 

6 19 

971 

8.30 

7.31 

Rajasthan 

1 76 

3.03 

4 80 

4 75 

Ultar Pradc.sh 

2 16 

5.49 

6 11 

6.07 

West Bengal 

(')3 24 

21 79 1 

17 .54 

12.04 

All India 

^ 75 

6 22 

6 36 

5.93 



Area 


Bihar 

1 03 

5.60 

5 20 

4 17 

Gujarat 

(-)0 07 

1 08 

1.90 

0 91 

Haryana 

3 57 

4 79 

4.60 

4 08 

Himachal Pradesh 

2 01 

0 93 

0 88 

0.97 

Jammu and Kashmir 6 37 

2 75 

1 62 

1 58 

Karnataka 

1 47 

0 53 

0.86 ( 

:-)() 19 

Madhya Pradesh 

111 

0 77 

0.85 

0 83 

Maharashtra 

1 77 

0 30 

1 19 

0 28 

Punjab 

2 84 

3 86 

3.56 

3 II 

Raja.sthan 

2 84 

1.62 

2.52 

1.94 

Uttar Pradesh 

0 61 

2 73 

3 15 

2 88 

W'esl Bengal 

( )5 0l 

II 81 10 92 

7 42 

All India 

1 86 

2 46 

2 75 

2 36 



Yield 


Bihar 

3 44 

5 09 

4 12 

3 61 

Gujorai 

3 48 

6 OK 

4 98 

3 93 

Haryana 

0 91 

3 30 

3 02 

3.20 

Himachal Pradesh 

1 30 

2 0f> 

1 97 

1 86 

Jammu and 





Ka.shniir 

(-)O 70 

2 46 

2 16 

1 83 

Karnataka 

0 73 

4.51 

4 80 

3 31 

Madhya Pradesh 

271 

1 53 

1 99 

2 51 

Maharashtra 

1 44 

1 10 

3 41 

^ 18 

Punjab 

3.20 

5 57 

4.58 

4 08 

Rajasthan 

(-)l 18 

1 31 

2 21 

2 76 

Ultar Pradesh 

1 46 

2 65 

2 86 

3 09 

West Bengal 

1 26 

7 01 

.5 81 

4 30 

All India 

i 18 

160 

3 50 

3 49 

Ntfie 1, II. ill and IV indicatepenod.v. forhith 

see the lex I 





Tabi.i- 2 Yi-jvkwisi 1 ki nos in Growth <»• 
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(/V 

r i 'em) 

I952-.S3 Production 

Area 

Vield 

to 





1984-85 

6 36 

2 75 


3 50 

1985-86 

6 34 

2 72 


^ 52 

1986-87 

6 31 

2 69 


1 52 

198788 

6 26 

2 64 


^ 52 

1988-89 

6 20 

2 S9 


t.52 

1989-90 

6 13 

2. 53 


3 51 

1990-91 

6 06 

2 47 


3 50 

1991-92 

5 99 

241 


3.50 

1992-9^ 

5 93 

2 36 


3 49 
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of yield increase. Secondly, from the latter 
half of the 1960s to the current period. West 
Bengal and Bihar exhibited faster rates of 
growth in production than that of Punjab. 
Even Haryana overtook Punjab, and Uttar 
Pradesh surged above the all-India average 
growth trend, while Jammu and Kashmir 
and Madhya Pradesh were relegated much 
below from their earlier position. Thirdly, 
as against the pre-green revolution period, 
the growth of production in most of the 
states during the subsequent period was 
contributed largely through yield increase. 
However, West Bengal, Bihar and Haryana 
which overtook Punjab in the trend growth 
of production, achieved this feat more 
through area expansion. La.stly, the rates of 
growth of production and yield in most of 
the states during the entire period ending 
1992-93 were higher than those for the period 
up to 1964-65. Nevertheless, these rates 
were much higher during either the first, or 
the second, decade of green revolution for 
most of the states. 

The regional dimensions of variability in 
wheat yield, as measured from the districtwise 
data for the three-year averages for the periods 
ending 1980-81 and 1990-91. are presented 
in Tabic 3. These results indicate: (i) There 
is marked increase in the standard deviation 
of yield from one period to the other. In the 
first period, the standard deviation of inter- 
district yield was the highest in Gujarat and 
the lowest in Maharashtra. Uttar Pradesh, 
Madhya Pradesh. Punjab and Karnataka also 
recorded relatively higher levels of 
distnetwise variability. In the next period, 
again, Gujarat recorded the highest degree 
of inter-district variability, followed by 
Rajasthan and Madhya Pradesh. The lowest 
level of standard deviation was recorded by 
Himachal Pradesh. In Uttar Pradesh. Punjab 
and Karnataka, though the level of standard 
deviation is very high, its increase over the 
previous period .seems to be relatively lower, 
(ii) The coefficient of variation of wheat 
yield also goes up from the first period to 
the next period in all states, except Himachal 
Pradesh. Punjab and Uttar Pradesh where it 
remains more or less static from the first to 
the second period, (iii) It is important to note 
that in all the states, there has been significant 
increase in the level of yield from the first 
period to the second period, as can be seen 
from the mean yields shown in Table 3. 
There is also some indication, as Shakuntla 
Mehra (1981) pointed out. that the largest 
increase in the standard deviation has 
liccurred in those states where the increase 
in mean yields was also the ]arge.st, though 
such a sweeping generalisation does not 
seem to hold good in all cases. 

IV 

Before going into the probable factors that 
contribute to the deceleration in growth and 
the widening imbalance in production of this 


crop, it has to be mentioned that these 
phenomena, especially deceleration in 
growth, have been noticed by many others. 
But. not much attention seems to have been 
received to it. except in V M Rao (1993), 
ostensibly because, in some cases, the main 
theme was different [Sinha 1994], or because 
it was found to be more glaring in other 
crops than in wheat [Ahluwalia 1991]. 

A simple starting point to analyse the 
deoeleration and imbalance in production 
would be an examination of the crop 
agronomy. Traditionally three species of 
wheat are grown in India - the bread wheat, 
the macaroni or durum wheat, and the emmer 
wheat. The former occupies the largest area 
under cultivation. With the development of 
various geographically suited exotic dwarf 
varieties from some of the Mexican seeds 
imported in the 1960s, the bread wheat is 
spreading even into non-traditional areas, 
while emmer wheat has almost disappeared. 
The macaroni or durum wheat, which fetches 
the highest price in the market, is also now 
limited incertain pockets of Madhya Pradesh. 
Rajasthan. Uttar Pradesh, etc [ICAR 1978). 

These exotic dwarf varieties are known 
to be highly thermosensitive. Their yield 
levels would depend mainly upon the 
farmer’s ability to adjust cultivation, from 
sowing to harvesting, at the prescribed levels 
of temperature, precipitation and fertiliser 
nutrients. Such adjustments include sowing 
at the right time at the right seed depths 
(i e. 5-6 cms). as well as application of 
fertiliser and irrigation at the scientifically 
determined quantity and stages of cultivation. 
Experiments conducted on various 
techniques of cultivation show that [ICAR 
1978] even some of the tools and implements 
conventionally used by the farmers are not 
suitable for the efficient cultivation of these 
varieties. For example, when the dwarf wheat 
was sown behind the wooden plough, a 
sizeable proportion of the seeds happened 
to drop at shallow depths above the prescribed 
limits of 5-6 cm and germinated later, 
subsequent to an irrigation that follows in 
two or three weeks of sowing. This resulted 


In the crop hot maturing evedly, so Oiat the 
yield obtained was very low. In other words, 
the high yielding dwarf varieties of wheat 
which are widely used in the country would 
give the best yield only to those cultivating 
households who have the wherewithal to 
apply the modem technology package in full 
while others who have not, must be the ones 
who disturb the ^robust growth* of this crop 
through ’stable path’. 

Available evidence indicates that relatively 
poorer farmers operate a sizeable chunk of 
the area under wheat. The share of area 
operated by ’marginal’ and ’small* farmers, 
viz, those with less than one hectare and one- 
to-two hectares, respectively, increased from 
25.9 per cent in 1970-71 to 35.4 per cent 
in 1985-86 (Table 4). That is. wheat acreage 
under the relatively poorer farm households 
in India is not only substantial but is also 
fast increasing with time.^ The institutional 
and infrastructural factors which act as 
barriers to these farm households in the 
introduction of the modern technology 
package are too well known to elaborate 
[Bhalla 1977]. 


Table 4: Percentage of Wheat Area under 
Small and Marginal Farmers 


Period 

Less than 

Between One and 


One Hectare 

Two Hectare 


(Marginal) 

(Small) 

1970-71 

122 

13 8 

1980-81 

32 1 

29 9 

1985-86 

29.7 

29.5 


Source: All India Reports on Agricultural Census 


Table 5: Distribution of Net Irrigated 
Area by Source 

(Per Cent) 


Source 

1970-71 

1980-81 

1985-86 

Canals 

41 80 

39.05 

37.34 

Tanks 

12.10 

9.05 

6.88 

Wells 

22,90 

19.03 

16.67 

Tubewells 

16.60 

26.21 

32.63 

Others 

6.60 

6.66 

6.48 


Source: All India Reports on Agricultural Census 


Table 3: Regional Imbalance in Wheat Yield 


State 


1980-8 r 



1990-91* 


Mean 

SD 

CV 

Mean 

SD 

CV 

Bihar 

1205 

217.18 

18.02 

1598 

336.99 

21.09 

Gujarat 

1874 

627.16 

33.47 

2260 

908.82 

40.21 

Haryana 

2254 

215,02 

9.54 

3265 

388.81 

11.91 

Himachal Pradesh 

1283 

188.79 

14.71 

1518 

214.81 

14.15 

Jammu and Kashmir 

794 

204.27 

25.72 

964 

249.07 

25.84 

Karnataka 

813 

309.40 

38.06 

856 

377.21 

44.07 

Madhya Pradesh 

905 

341.77 

37.76 

1396 

669.80 

47.98 

Mahamhtra 

859 

139.27 

16.21 

1180 

284.27 

24.09 

Punjab 

2667 

340.97 

12.78 

3596 

416.53 

11.58 

Rajasthan 

1314 

224.40 

17.08 

2113 

762.66 

36.09 

Uttar Pradesh 

1453 

390.22 

26.85 

2050 

537.01 

26.20 

West Bengal 

1876 

334.55 

11.97 

2034 

291.62 

14.34 


Notes: Mean ^ Kgs/hectore. esrimated from the districtwise data; SD s Standard deviation; 
CV = Coefficient of variation; Averages for the thfee-year ending. 
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This factbr is geheratly Ignored most 
of the observers, presumably under the 
influence of the widely held view that the 
green revolution technology is scale- 
neutral, though it is not unknown that scale- 
neutrality is not coterminous with class- 
neutrality. These observers thus argue that 
the decelerating growth of crop output is 
attributable principally to the extension of 
cultivation to the marginal, or inferior 
quality, lands [Ray 1983; A.lauddin and 
Tisdell 1988; Mahendradev 1991]. While 
this argument may be plausible in certain 
cases, it does not seem to hold good at least 
for wheat. If we compare the total area 
under this crop in 1984-85 and 1992-93, 
the two points of time during which the 
growth decelerated, it can be seen that, out 
of 8.7 lakh hectares of increased area, just 
over 50 per cent was in Haryana and Punjab. 
If the area increase occurred in Uttar Pradesh 
is also added to that of these two states, 
it would work out to 112 per cent of the 
total increase. In other words, between 
1984-85 and 1992-93 there was a decline 
in area under wheat in most of the backward 
and sluggish agricultural regions, while 
this decline was more than compensated 
by the area increase registered in the 
prosperous green revolution belt Even if 
wc assume that the additional areas being 
brought under this crop over the years are 
of i nferior qual ity, we should also remember 
that one of the purposes of developing 
region-specific technology package for the 
crop from time to time is to ameliorate the 
deficiencies of the newly brought in lands. 
From this, it can be construed that 
maintenance of growth and stability of the 
crop depends more on the access to modern 
technology package evenly across the 
holdings chan on other factors. It is here, 
that IS, in the uniform access to modem 
technology package that the problem lies. 

Take, for example, irrigation which is 
the basic prerequisite for the introduction 
of the modern technology. The figures 
presented in Table 5 reveal that the principal 
source of irrigation in India is still the rain 
water available through canals, tanks and 
wells. Assured irrigation for efficient 
application of the modem technology 
would, therefore, mean assured occurrence 
of monsoons. In addition, particularly canal 
irrigation is fraught with several operational 
constraints: (i) The common practice under 
this systbm of irrigation is to follow water 
from fields across and down the terraces. 
This requires different sowing times at 
different canal reaches, which the modem 
varieties of seeds cannot adjust, as they 
have definite tipiings. (ii) In the absence 
of disciplined water management, coupled 
with the existing design of irrigation 
netwoks, there are rampant misuse of canal 
water by the farmers at the *head’ and 
^middle* reaches, leading to waterlogging 


and yield losses in these areas. 
Concurrently, at the *tail-ends\ where 
generally the poorer peasants cultivate the 
lands, there could be insufficiency in the 
availability of water which might disturb 
their cultivation schedule [FrankeJ 1971; 
Dhawan 1989; Chopra 1989]. 

The next major source of irrigation is 
tubewells. In recent years there has been 
a faster increase in this mode of irrigation, 
because of the availability of electricity at 
cheap rates to energise pumpsets in 
tubewells. This is, no doubt, the most 
suitable source of irrigation for controlled 
application of water, as prescribed for the 
modern agricultural technology. But the 
use of power-driven pumpsets itself requires 
timely availability and dependable supply 
of electricity. In this context, certain features 
of Indian electric power system have to be 
noted; (i) About 30 per cent of the total 
installed capacity of power in the country 
is hydel, the generation of electricity from 
which is contingent upon the monsoons. 
If the monsoon fails, the working of hydel 
system is disturbed. The other, and the 
largest, mode of coal-based thermal power 
plants in many states are subject to frequent 
breakdowns due to insufficient capital 
maintenance and lack of proper renovation 
and modernisation works (Planning 
Commission, 1994). The cultivators who 
use power-driven pumpsets, though better 
equipped with controlled irrigation facility, 
are thus faced with frequent power cuts, 
leading to disturbances in farm operations, 
(ii) The electricity tariff for agricultural 
use, on an average, is as low as 15 paise, 
against the unit cost of supply of 135 paise 
per kilowatt hour The states like Karnataka 
and Tamil Nadu supply electricity to the 
farmers free of charge (Planning 
Commission, 1994). However, in many 
states they get half of the connected load 
in the day time and the remaining half, late 
in the night. These supplies are without 
meters There are therefore careless use of 
pumpsets, resulting in waterlogging salinity 
of surlace .soil and, above all, development 
of drought conditions in several areas due 
to secular depletion of ^ound water 
[Ciriacy-Wantrup 1969; Bhatia 1992; 
Moench 1992], (lii) Given the initial capital 
cost, rhis mode of irrigation is not within 
the reach of the poorer peasants, whose 
improved farm practices are crucial to the 
maintenance of growth and stability of 
production, once the economically effi¬ 
cient larger farmers have already exhausted 
their capacity to further increase the trend 
rate of growth [Joshi and Kaneda 1982]. 

An obvious solution to this latter is, no 
doubt, stepping up of public investments 
in irrigation and creating conditions for a 
regionally even and stable pattern of growth. 
The slackening public investment in 
general, and agriculture in particular, has 


therefore, been a matter of great concern 
in recent years (Patnaik 1987; Shetty 1990; 
PTI 1994]. For example, in 1978-79, the 
public sector investment in agriculture as 
a proportion of gross domestic capital 
formation was estimated at 18.6 per cent, 
from which it has steeply come down to 
11 per cent in 1991-92. Responding in 
uni son to this the pri vate sector in vestment 
in agriculture also has started coming down 
from 15.3 per cent of gross capital formation 
in 1980-81 to a static level of 5.6 per cent 
in recent years. 

It may be true that, as Kaldor (1986) 
pointed out, when an economy steers 
through the path of progress, the proportion 
of capital and other resources required to 
produce the domestic supply of foodgrains 
automatically comes down. The Indian case 
however is not the same as this. On the 
contrary, there is a view that it is the result 
partly of the fiscal constraints and partly 
of the way the limited resources are targeted 
towards the enclaves of progress in the 
form of input subsidies and costs of 
procurement and storage of unsold stocks 
of the surplus producing farmers. Whatever 
be the cause, the fact remains that, with the 
slowing down of public investments, even 
such a robust crop like wheat, which 
otherwise enjoys a world class 
technological backing, is experiencing 
deceleration i n us growth trend at increasing 
pace of regional imbalance. 


To conclude, the wheat crop in India had 
exhibited a robust growth trend for a 
considerably long period from the 1950s 
through two decades of the green 
revolution. This miraculous performance 
could be sustained because of an enclave- 
based growth strategy that was pursued 
since the mid-1960s, the main thrust of 
which included making available to the 
farmers in these enclaves of subsidised 
input-cum-technology package, free access 
to marketing and storage of output, and a 
tax free ‘cost plus* price. The result of this 
strategy was not only that wheat crop could 
achieve a more or less steady growth for 
a long period but also that it helped the 
country in realising the much needed food 
security. But, of late, the capacity of this 
strategy to perform the same old miracle 
seems to have weakened. 

The crux of what we submitted in this 
paper, therefore, is that, if the wheat crop 
has to regain its earlier trend, the existing 
strategy has to be remodelled and targeted 
towards the weaker farm households, 
preferably outside the already saturated 
enclaves. This is essential because the 
‘small* and ‘marginal* farmers who 
cultivate this crop constitute more than 70 
per cent of the total operational holdings 
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with over 35 per cent ol the total area being 
presently operated. It is well known that 
the hold of the private traders and 
moneylenders on these poor farm 
households still continues. In better crop 
years like the ones which arc ci'irenily on 
due mainly to the continuous normal 
monsoons^ their problems become worse as, 
then, the farm harvest prices crumble. Though 
the price support machinery gears up in full 
swing immediately on harvest through the 
peak marketing season, it is con lined mostly 
in the high growth areas, leaving the rest to 
ihc vagaries of the market. 

It may be recalled that, in the context ol 
the Third Plan, which anticipated the green 
revolution, Kalccki (I960) had advised that 
ultimately the state action would pay only, 
it It is directed towards increasing the viability 
of the small holdings. The recent trends as 
witnessed in the performance of wheat crop 
suggest that this advice is more relevant 
today. 

Notes 

(lamgralclullo V M Ran, member,Commission 
for Agricullural C'osis and Prices for detailed 
comments on an earlier draft 1 also thank my 
colleagues t) O Atulkar and Sudhna Sharma for 


computer processing of the data and to'Jagdish 
Prasad for typing assistance. However, the views 
expressed in this paper are my personal views 
and no one of them, including the instititon to 
which 1 am attached, is responsible for it.] 

I In a significant contribution, Dharm Narain 
(1972) writes “Even if the expenditure 
elasiicity of demand for wheat be rated at 
around unity, the growth rate of population 
at 2 2 per cent and of per capita expenditure 
at 3 per cent per annum can produce a growth 
rate of demand for this cereal only moderately 
exceeding 5 per cent per annum Thus, unless 
the relative price of wheat is allowed to drift 
downward, the system may not absorb the 
production of this cereal much in excess of 
this rate. Any attempt, then, to support the 
prices of this cereal at an artificially high 
level will show itself cither in a progressively 
increasing stockpile of wheat, or will seek 
for It an export outlet Since, given the ruling 
international prices for this cereal, domestic 
wheat cannot be exported without a sizeable 
subsidy, the feasibility «as well as the 
desirability of this course of action will have 
to be properly assessed". After two decades, 
this statement has become not only 
prophetically true, but the problems being 
faced by thi.s crop which, as it looks, appear 
10 be rather insurmountable In this context, 
and especially against the background of the 
sleep increases effected in the producer’s 


prices of wheat diiHi|| the ta$t few edeadiM, 
V M Rao (1993) exclaims: ‘*Have the large 
increases in the hfSP for wheat made in the 
current and the preceding seasons raised it 
to a level difficult to sustain in future? While 
only guesses are possible about the future, 
there are already some alarm signals which 
should cause anxiety'*. 

2 In fact, crop cutting surveys for wheat were 
started from different dates indifferent states; 
for instance, from 1948-49 in Bihar, 1949- 
50 in Uttar Pradesh, West Bengal and certain 
parts of Gujarat and Maharashtra, 1951-52 
in Rajasthan, Bhopal region in Madhya 
Pradesh. Marathwada and Vidorbha regions 
in Maharashtra, 1953-54 in Himachal 
Pradesh, and as late as 1957-58 in Jammu 
and Kashmir and Karnataka. Therefore, these 
estimates are not stnctly comparable The 
absence of comparability appeared to be 
large for the years up lo 1951-52. See. for 
example, any recent issue of the estimatc.s 
of area, production and yield brought out by 
the directorate of economics and statistics, 
ministry of agriculture. Also, see Darogu 
Singh (1980), for official methods of 
estimating acreage and yield statistics. 

3 In a special issue brought out by the Indian 
Journal of Agricultural Economics on the 
’Data Base and Methodology for the Study 
of Growth Rates in Agriculture’ (January 
June, 1980), there are a number of papers, 
out of which the contributions by V M 
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Dandekar; V M R#a^. V M Rao.N Vmidkttnti 
and R S Deshp(Uid6; and N Krtshnaji are 
particularly useful in understanding the 
methodological and analytical issues as vi^elt 
as the logic of measuring agricultural growth. 
Generally, the trend types fitted to Indian 
agricultural data are linear semi-log* 
goinpert/., logistic* second degree 
polynomial, kinked exponential, etc. A list 
of essential re«idings on these models should 
include Ashok Rudra (1970), V N Reddy 
(1978), T N Snnivasan (1979), James K 
Boyce (1986). and K P Kannan and K 
Pushpangathan (1988). 

4 In terms of operational holdings, the 
‘marginal' farmers accounted for 52.1 per 
cent and ‘small’ farmers, 19 5 per cent of 
the total wheat cultivating households in 
India. See Alh India Report on Af^ricultural 
Census, J9S5-86. 

5 In this context. Prabhat Patnaik and S K Rao 
(1977) write: “The share of productive private 
investment depends ultimately upon the share 
of productive public investment Hence 
higher or lower share.s of productive public 
mvestnicnt in output would be associated 
with uniform growth path of higher or lower 
growth rates ' 
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Public and Private Capital Formation 
in Indian Agriculture 

Comments on Complementarity Hypothesis and Others 

SNMishni 
Ramesh Chand 


Economists in the recent past have suggested that the decline in public sector capital formation in ImUan agriculture 
is not only bad in itself it also leads to a decline in private capital formation because there exists a high complementarity 
between public and private capital formation in agriculture. This would mean that if the declining trend of public 
sector capital formation is not reversed, prospects of agricultural growth in the country are dim. 

This article takes Assue with these contentions and claims, in particular with the hypothesis of complementarity. 
It attempts to provide an explanation of the behaviour of public and private capital formation in agriculture during 
the post-green revolution period in terms of its political economy, also examining the efficiency of capital use in 
agriculture in that period. The authors further argue that the relevant question is not simply investment in agriculture 
but for agriculture. 


I 

Introductory Observations 

*A NUMBER of economists in the recent 
years have expressed grave concern about 
the decline in public sector capital formation 
in agriculture during the decade of 1980s 
fRath 1989; Hanumantha Rao 1994; Alagh 
1994; Johl undated report to ministry of 
finance]. This decline they have argued, is 
not only bad in itself, it is bad also because 
it has simultaneously led to a 'decline' in 
private sector capital formation and, 
therefore, in the total capital formation in 
agriculture during the 1980s. The reason for 
such a thing to have happened, it has been 
contended, lies in the complementarity 
between public and private capital formation 
in Indian agriculture. Indeed the claim has 
been made that there exists "high 
complementarity between publ ic and pri vate 
capital formation in agriculture" 
[Krishnamurty 1985; Bhattacharya and 
Hanumantha Rao 1986; Shetty 1990; 
Hanumantha Rao 1994]. A weak version of 
the same claim is that private investnient in 
Indian agriculture is 'conditional' or 
"contingent upon public investment" 
[Patruiik 1987; Rath 1989]. Not satisfied 
with bare statistical manifestation, even 
though CSO statistics on capital formation 
are not unquestionable, further attempts 
have been made to buttress the case of 
decline by relating capital formation in 
agriculture to GDP in agriculture, to total 
capital formation in the economy, to its 
public and private components and so forth. 
The fall in the ratio or the share, as the case 
may be, has been used to heighten theconcem 
and to warn that if the declining trend of 
public sector capital formation is not reversed 
prospects of agricultural growth in the 
country appear to be dim. 


These contentions and claims have had 
their desired impact on government 
planners and policy-makers. The Planning 
Commission, for instance, stated that **The 
complementarity between public and private 
investment is most pronounced (italics ours) 
in agriculture where public investment has 
stagnated or even declined in recent years. 
The decline in public investment has also 
induced a decline in private investment" 
[Planning Commission 1994]. In a similar 
vein the annual Economic Survey, 1993-94 
inter alia stated that private investment in 
agriculture can increase if public investment 
grows, implicitly affirming complementarity 
between the two (p 13). Responding to the 
concern at the decline in public sector capital 
formation, the Survey recognises that the 
problem is not one of the resource flow to 
agriculture but one of 'balance' between 
current account expenditure on subsidies 
and expenditure on capital formation: It 
calls for restoring the balance (pp 12-13 and 
124). The Economic Survey, 1994-95 
virtually repeats the story. However, it strikes 
an optimistic note by pointing to 'a welcome 
reversal* of the declining trend in the "ratio 
of investment (gross capital formation) to 
current expenditure" (centre and states) in 
1993-94 (Table 7.13, Figure 7.7. p 130). 
The optimism, it may be easily seen, is a 
misplaced one. This ratio which includes 
private capiul formation in the numerator, 
throws indeed no light on the real issue, 
namely, the decline in the ratio of public 
capital formation to current account 
expenditure on agriculture. 

In a similar strain but of an altogether 
different category iS the work of Ganeah 
Kumar (1992) on what he calls falling 
agricultural investments and its 
consequences. Using the Computable 
General Equilibrium Model of Indian 


agriculture developed by Narayanan, Parikh 
and Srinivasan (NPS) (1991) Kumar has 
predicted a significant fall of agricultural 
GDP, 6 to 7 per cent, in AD 2000, if the 
share of agricultural investment in the total 
for the economy were to fall from 20 per 
cent (Base scenario) to 10 per cent or close 
to 10 per cent. The respective figures have 
been taken from the high actuals of 1970s 
and low actuals of 1980s. An equally, and 
perhpas much more disturbing prediction is 
the worsening of rural income distribution 
and rise in the incidence of rural poverty, 
notwithstanding a simultaneous rise in the 
rural per capita income, presumably because 
of non-agricultural GDP growth in the rural 
areas. The moral of the story is that there 
ought to be public policy intervention to 
reverse the fall in the shaie of agricultural 
investment experienced during 1980s, and 
to restore it the level of 1970s which, 
according to Kumar, were indeed good days 
for Indian agriculture. Kumar's contention 
of a policy 'bias against agriculture’ is 
reminiscent of the stale thesis propounded 
by Paul Streeten and Michael Lipton (1968). 

Since we do not propose to return to 
Kumar's work as it falls outside the mam 
line of argument in this paper, a few 
comments are in order here. Firstly, hi.s 
predictions are contrary to the actual 
experiences of 1980$, when on his own 
reckoning the share of agricultural investment 
declined but agricultural GDP, as we shall 
see, not only grew but accelerated and 
incidence of poverty declined. The model 
he uses, therefore, requires validation against 
the actual experienceof the 1980s. Secondly, 
it is likely that NPS model, with which we 
are not directly ooncemed, postulates a flat 
relationship between agricultural GI^ and 
volume of investment. Ifthatbe so, Kumar’s 
result directly follows from the model 
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Figurk 2; Capital Formation in Agricdluiki 
(E xcluding years 1978-79 to 1981-82) 
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Source: Table 2. 


assumption. And that is not saying much as 
it amounts to a tautology. Thirdly, what is 
so disastrous about the fall in the share (not 
amount) of agricultme in the total investment 
when its share in the ODP of the country 
has been falling? Indeed this is a normal 
feature of change in the structure of a 
country’s GDP in course of development. 
Finally, econometric models whether partial 
or of general equilibrium type are best used 
for short-term forecasting. To use them for 
long-term prediction under simulated 
condition is to do violence tochanging reality 
and, therefore, to mislead the policy-makers 
if policy options are the goal of the exercise. 
The estimated coefficients and parameters 
of all such models and even their structural 
relationships pertain to a certain time period 
in the past. Long-term, future prediction is, 
therefore, beyond their scope. 

Some authors mentioned earlier, in 
particular Shetty and Johl have sought to 
provide explanations for the behaviour of 
the privke and public capital formation in 
agricuteure dining the 1980s. None of them, 
except Hanumantha Rao to an extent, has 


cared to look at the efficiency or productivity 
of capital accumulation in Indian agriculture. 
All of them have implicitly assumed that 
higher the rate of capital formation, higher 
the rate of agncultural growth. We shall take 
up later the efficiency issue. Here, we are 
reminded of the Soviet agriculture. Had this 
tenet operated without blemish, the Soviet 
Union would have gone on reaping higher 
and higher harvests as it went on piling 
tractors upon tractors in her agricultural 
sector. In a similar vein, complementarity 
between public and private capital formation 
in Indian agriculture has been generally 
taken to be axiomatic, without adducing 
sufficient reason. The relationship could as 
well be one of substitution or of 
independence between the two, depending 
upon the type and technical nature of 
investments in the public and private sectors. 
Recourse to econometrics for establishing 
complementarity, as we shall see, turns out 
to be misleading and messy. 

In this paper, we propose to take issue with 
all those contention^ mentioned above. In 
the following section we present facts and 


an analysis of capital formation i n agriculture. 
A closer examination of the .sources and 
methods of estimation shows that the CSO 
estimates of capital formation in the 
hou^hold sector, which accounts for the 
bulk of production and investment activities 
in agriculture, are not only inadequate but 
also underestimates. For this reason alone, 
therefore, decline of gross (total) capital 
formation in agriculture during the 1980s 
remains an unsettled factual question until 
the estimates for the household sector have 
been corrected and revised. Accepting the 
CSO estimates on their face value and 
subjecting them to a trend analysts does not 
throw up a blanket picture of decline in 
capital formation through the 1980s. In fact 
for the private sector, the picture is one of 
growth for most of the decade, 
notwithstanding the underestimation alluded 
to above. 

Section HI is devoted to an examination 
of the validity of the complcmentanty 
hypothesis. At the theoretical level our 
argument is that complementarity between 
public and private capital formation in 
agnculture cannot be established just by 
pointing to positive correlation or regression 
coefficient between the two .series, unless 
there is sufficient a priori reason to do so. 
And that reason cannot be adduced without 
looking into the specific type and nature of 
investment projects in the two sectors and 
their interrelationships. At the empirical level, 
agreeing to use the two aggregate series for 
the sake of argument, we have demonstrated 
that there is no uniform, general 
complementarity between public and private 
sector capital formation in agriculture. 

In Section IV we discuss plausible 
explanations of the behaviour of the public 
and private sector capital formation in 
agriculture. Relative shift in public policy 
in favour of promoting private investments 
in agriculture since late 1970s and the political 
economy of the policy shift are given their 
due place in this section. 

In order to situate the debate on capital 
formation in Indian agriculture in its proper 
perspective we have introduced in 
Section V the issue of capital efficiency in 
agriculture in the context of declining share 
of agriculture in the country's national 
income. In Section VI we look ahead and 
visualise the prospects of public capital 
formation in and for agriculture. Conclusions 
are summarised in the last section. 

n 

Trends in Real Public and Private 

Capital Formation in Agriculture 

The CSO estimates of gross capital 
formation (GCF). gross fixed capiUl 
formation (GFCF) aftd change in slocks 
in agriculture for the period 1960-61 to 
1991-92 at 1980-81 pnees are presented in 
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nanRE 4: Indcx of Cafttal Pcnimation in AouicuLnuic 



1962^63 67-68 72-73 77-78 82-83 87-88 91-92 

Year 

Public -4- Private 

Vf/iine: Table 2. 


6Q«inMlteii>fy iiiimcmi tnide 
die eetimatioii of change in stocks. Note 
for instance the following statements. To 
the extent possible (italics ours) estUnotes 
of change in stocks are prepared 
separately for the public and private 
sectors [CfSO 1989: p 231, Sec 21.6]. And 
yet again, ‘The estimates of change in 
slocks on the other hand are piepared only 
(italics ours) by the industry of use*’ [CSO 
1989: p 23S, Sec 21.20]. 

The difficulty becomes all the more 
appaient when we examine a little more 
closely the procedure for estimating change 
in stocks in ‘agriculture and allied activities*. 
It is suted in the CSO, 1989 report referred 
to above, that “the estimates of change in 
stocks in agriculture sector have been 
prepared separately for (i) public sector, 
(li) plantations in the private corporate 
sector, (iii) household sector, and 
(iv) livestock**. But further on in the 
description of the sources and methods of 
estimation, one finds that household sector 
is conspicuously absent while the remaining 
three are duly covered (p 240, Sec 21.41). 
It turns out that CSO inde^ does not prepare 
any separate estimate of change in stocks for 
the household sector in agriculture. All it 
does is to estimate change in stocks in the 
livestock and attribute it to the household 
.sector. To see this one has to refer to 
estimation of inventories' in the context of 
capital stock estimation, keeping in mind 
th^ change in stocks is the difference between 
inventories in the beginning and at the end 
of the accounting year There, it is admitted 
that, “household inventories in agriculture 
pertain to livestock only*’ (p 265. Sec 22.41). 


the Appendix Table I. The figures are 
i^gregaie.s of three groups: (I) agriculture 
and allied activities, (2) fisheries, and (3) 
fotemry and logging. Hereafter we refer to 
these figures whenever we talk of agriculture. 
We have preferred to treat all the three 
together in order to conform to the 
internationally accepted, comprehensive 
dellniiion of agriculture. Addition of the 
latter two groups to the first hardly makes 
adilfeienoemthe figures of capital formation 
relating to it. It should also be home in mind 
that the entire discussion in this paper is 
based upon real capital formation at constant 
prices of 1980^81. 

The Appendix Table 1 alaogivesthebieak- 
upof OCPbctween public and private sectors. 
But a similar break-up of GPCF is not 
pu blished by the CSO. Although estimates 
of GPCP are made separately for each of the 
institutional sectors - public, private 
corporate and households - and these are 
added up to get the total for agriculture 
rCSO 1919: p 235, Sec 2\2\l Why is that 
so? The mason seems to be the difficulty 
assodaied wMi the estimation of change in 


Be that as it may, this opens up another 
issue: whether or not change in stock in 
stocks according to institutions, in the household sector of agriculture is under- 
absence of which it would not be possible estimated. Change in stock in principle ought 
to square-up the sum of GPCF and change to cover not only increase in inventories of 
in stocks according to institutions with the livestock but also increase in inventories of 
GCF according to ’industry of use*. The crop output held by the fanning households 
difficulty shows up in the ambivalent and during ^ accounting period. In practice 


T ASLB I: Gaoss Cafttal FoaMAHON, Chanob in Stock and Gaoss PPcbd Cafttal PoaMATioN in 
AaaicuLTuaa by Puauc and Pwvatb Soukcbs, 1981-82 to 1990-91 at 1980-81 Pmces 

(Jtf Crtfre) 



Year 

Total 

(») 

PiMic 

(2) 

Private 

(3) 

Total 

(4) 

MUc Private 
(5) (6) 

Total 

(7) 

p^ 

(S) 

Private 

(9) 

1981-82 

4741 

1878 

2863 

154 

SO 

104 

4587 

1828 

2759 

1982-83 

4865 

1857 

3008 

189 

32 

157 

4676 

1825 

2851 

1983-84 

4406 

1843 

2563 

147 

5 

142 

4259 

1838 

2421 

1984-85 

4888 

1822 

3066 

291 

82 

209 

4597 

1740 

2857 

1985-86 

4641 

1631 

3010 

267 

71 

196 

4374 

1560 

2814 

1986-87 

4360 

1550 

2810 

213 

32 

161 

4147 

1498 

2649 

1987-88 

4782 

1380 

3202 

205 

119 

186 

4577 

1461 

3016 

1988-89 

4737 

1485 

3252 

86 

-10 

96 

4651 

1495 

3IS6 

1989-90 

4782 

1298 

3484 

168 

20 

148 

4614 

1278 

3336 

1990-91 

5118 

1377 

3741 

166 

22 

144 

4952 

1355 

3597 

1991-92 

5053 

- 

- 

127 



4926 


- 


Somree: Matumal Accounts Statistics, Imt 1989, Pebmaiy I991« July 1992 and May |993, Central 
Statisticai OiganisatkMi. 
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CSdiUti DO inchide the latier for want of 
data and difficulties of estimation. 
‘Inventories in the case of cash crops’, 
according to CSO, are ’assumed to be 
negligible’. And, ‘inventories in respect of 
foodgrains with producers (households in 
agriculture) and consumers, if any, are 
covered under the trade sector’ (p 265, 
Sec 22.41). The extent of underestimation 
on this count requires detailed investigation, 
a task that is outside the scope of the present 
paper. 

Even in the case of increase in inventories 
in livestock attributed to the household 
sector in agriculture there is reason to 
believe that there is underestimation. To see 
this we carried out a little exercise which 
has been made possible by the publication 
of CSO statistics on the country's capital 
stock including stock of inventories, also 
for the public sector, by industry of use 
since 1980-81. The results of the exercise^ 
are presented in Table I from which it is 
clear that change in stocks in the public 
sector in respect of agriculture is quite small. 
The private sector change in stocks is 
comprised of livestock attributed to the 
household sector, and tea, coffee and rubber 
plantation in the private corporate sector. 
We do not expect the contribution of the 
corporate plantation sector to this total of 
much significance because it accounts for 
less than 2 per cent of the value of output 
of agriculture proper [CSO 1989, p 57, 
Table 3.3]. Thus, change in stocks in the 
private sector shown in the table is almost 
wholly due to increase in inventories of 
livestock in the household sector. 

Now, we know from Livestock Censuses 
of 1977 and 1982 that the number of young 
bovines (cattle and buffaloes) below three 
years of age, which accounted for about 32 
per cent of the total bovines in 1982, had 
been growing - young cattle at an annual 
compound growth rate of about 3 per cent 
and young buffaloes at about 4 per cent 
during 1977-82 [Mishra and Sharma 1990]. 
This category of animals accounts for the 
bulk of livestock inventories.'. If, as the 
CSO maintains, their number for the post- 
1982 period are extrapolations based on the 
growth rates observed during 1977-82, then 
their inventory should be smoothly growing, 
and so also the change in stocks, not only 
innumberbutalaoin value at constant prides 
of 1980-81. The figures of change in stocks 
in column (6), Table 1 on the contraiyr show 
substantial year-to-year fluctuations and* a 
precipitous fall in 1988-89. There seems to 
be.no valid reason for such erratic behaviour 
of the series/ Supposing that the figure of 
Rs lS7crorefbr 1982-83 is based on actual 
enumeration of 1982 Livestock Onsus, 
ihra this should be the minimum of the 
values of the change in stocks in the 
subsequent yem of the I980sjfthereisiio 
growth at all of livestock inventories. But 


theCSOestimales forseveraiyears arelower 
than this amount, while the livestock 
inventories had been gfowifig as iioied earlier. 

Iq view of the above analysis, we conclude 
that CSO estimate of chaitge in stocks in 
private sector agriculture for the 1980s are 
underestimates. And, tiierefore, gross capital 
formation (GCF) in the private sector of 
agriculture in the 1980s has been 
underestimated, including for the fact that 
supplies and materials, works in progress 
and outputs held by the farming households 
during the accounting year have been 
excluded from being counted in the change 
in stocks in the household sector of 
agriculture. There could as well be 
underestimation of gross fixed capital 
formation (GFCF) in the household sector 
during the 1980s. This is because estimates 
of ‘construction of asset* in this sector are 
not based on up-to-date data but on the 
benchmark survey provided by the RBI's, 
All India Debt and Investment Survey 
I98i -82. Following the expenditure pattern 
observed in this survey, "estimates have 
been moved backward and forward to other 
years with the combined index of agricultural 
production and industrial production super¬ 
imposed by cost index of rural/urban non- 


reiidential buildings and other constniction 
works” [CSO 1989: p 235, Sec 21,22]. 
Whatever this may mean, and without 
belittiing the difficulty of estimation for 
want of annual data, the estimates are 
inadequate and not independent of the level 
of fl^cultural production. The year-to-year 
fluctuations of agricultural out^t are MU 
into the estimates of asset construction in 
the household secu>r. The assumptions are 
that investment in private household sector 
asset constructions is without future 
expectations, that all works are started and 
completed within the accounting year, and 
are tied to current year's agricultural pro¬ 
duction. All these assumptions are unrealistic, 
and so also the estimates based on them. 

In the preceding paragraphs we have 
made a rather detailed analysis of the 
sources and methods of estimation of capital 
formation in the household sector of 
agriculture in order to establish the point that 
for the decade of 1980s private sector capital 
formation in agriculture has been 
underestimated. In view of this fact it is 
inappropriate to take the CSO estimates at 
their face value and jump to the conclusion 
that private sector capital formation in Indian 
agriculture declined during 1980s. 


Table 2; Capital Formation in Agriculture at 1980-81 Prices, 
Three-Yearly Moving Average Series 


(Rs cmrt) 


Year 

Triennium 

Ending 

Gross Capital Formation 
Total l^blic Private 

Change 
in Stock 

Gross Fixed 
Capital Formation 

Index of GCFA 
(Base 1982-83) 
Public Private 

1962-63 

1825 

626 

1198 

43 

1782 

33.39 

40.65 

1963-64 

1932 

673 

1259 

37 

1895 

35.88 

42.70 

1964-65 

2095 

728 

1367 

43 

2051 

38.81 

46.36 

1965-66 

2278 

763 

1515 

45 

2233 

40.66 

51.41 

1966-67 

2409 

753 

1656 

37 

2372 

40.15 

56.17 

1967-68 

2559 

727 

1832 

32 

2527 

38.78 

62.15 

1968-69 

2679 

720 

1960 

61 

2618 

38.37 

66.48 

1969-70 

2856 

746 

2110 

88 

2768 

39.77 

71.58 

1970-71 

2913 

780 

2133 

130 

2782 

41.57 

72.36 

1971-72 

2986 

805 

2181 

137 

2850 

42.92 

74.00 

1972-73 

3087 

8% 

2190 

179 

2908 

47.79 

74.31 

1973-74 

3243 

964 

2278 

23S 

3008 

51.41 

77.29 

1974-75 

3288 

1011 

2277 

295 

2993 

53.90 

77.25 

1975-76 

3368 

1008 

2359 

365 

3003 

53.76 

80.04 

1976-77 

3736 

1137 

2599 

467 

3269 

60.60 

88.18 

1977-78 

4098 

1318 

2780 

466 

3632 

70.25 

94.32 

1978-79 

4728 

1536 

3192 

650 

4078 

81.91 

108.29 

1979-80 

5047 

1668 

3380 

704 

4343 

88.91 

114.66 

1980-8.1 

5242 

1787 

3455 

625 

4616 

95.27 

117.20 

1981-82 

5006 

1847 

3159 

342 

4664 

98.49 

107.17 

1982-83 

4823 

1876 

2948 

147 

4676 

100.00 

100.00 

1983-84 

4671 

1859 

2811 

163 

4507 

99.13 

95.37 

1984-85 

4720 

1841 

2879 

209 

4511 

98.13 

97.67 

1985-86 

4645 

1765 

2880 

235 

4410 

94.12 

97.69 

1986*87 

4630 

1668 

2962 

257 

4373 

88.91 

100.49 

1987-88 

4594 

1587 

3007 

228 

4366 

84.61 

102.02 

1988-89 

4626 

1538 

3088 

168 

4458 

82.02 

104.76 

1989-90 

4767 

1454 

3313 

153 

4614 

77.54 

112.38 

1990-91 

4865 

1367 

3498 

140 

4725 

72.88 

118.67 

1991-92 

4976 

1259 

3716 

154 

4822 

67.12 

126.07 

1992-93 

5094 

- 

- 

- 

- 

- 

- 


'Source: Natumal Acamros Statistics, June 1989, March 1990, and August 1994, Centre Statistical 


Organisation. 
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However, for the sake of arpunenc and 
in the context of claims referred to in 
Section 1, let us turn to the CSO estimates 
as they are, and do a bit of trend analysis. 
In table 2, we have presented three-year 
moving averages of the gross capital 
formation (GCF) at 1980«81 prices since 
1960-61. The averages are centred at the end 
of the trienniums. Their graphical 
presentation is provided in Figure 1. There 
is nothing sacrosanct about taking a three- 
year moving average. It is conventionally 
used to reduce the year-to-year fluctuations 
of the series. Even with the moving average 
series, in the normal course of a trend ana¬ 
lysis, the extreme outlier, i e, the estimates 
for 1978-79 and 1979-80 (note the absurdity 
of the estimate of household sector change 
in stock, Note 4) ought to be excluded from 
the data series, since their presence distorts 
the nature of the moving average series. We 
have, however, refrained from doing so in 
order to maintain the uniformity in the time 
sequence of the series. As the second best 
Figure 2 provides the graph of the moving 
average series, excluding the averages 
centred at 1978-79 to 1981-82 which 
contain the outlier estimates of 1978-79 
and 1979-80. A remarkable change occurs 
in comparison to Figure 1. The kinks in the 
private and total capital formation series 
are removed and the series become smooth. 
The kinks were due to sudden sharp increa.se 
and fall in the private sector capital 
formation due to change in stocks during 
the three-year period, 1978-79 to 1980-81 
(Appendix Table 1). We have already seen 
that the estimates of change in stocks in the 
private household sector, which accounts 
for the predominant share of the total, are 
not quite reliable (Note 4). 

What are the trends in capital formation 
then after the extreme outlier have been 
removed? Public capital formation continued 
to rise at a simple annual growth rate of S 
per cent up to mid-1970s, accelerated 
during the second half of the 1970s to 12 
per cent, reached a peak in 1982-83 and 
thereafter declined at 4 to 5 per cent until 
the end of the decade. Private capital 
formation, in contrast, continued to rise 
throughout the period, with minor variations 
during the four years from 1980-81 to 
1983-84. Compared to the public sector, 
private capital formation grew at a 
substantially higher rate of 7 per cent up to 
mid-19708. It grew at a similar but reduced 
rate of 4 per cent during the second half of 
1970s when public capital formation 
grew at an accelerated rate of 12 per cent 
(Figure 2 and Table 3). The total capital 
formation curve displays the combined 
effects of those patterns of growth in public 
and private capital formation. Its notable 
features are: acceleraition in growth at a 
simple annual me of 6 pff cent to 6.17 per 
cent during the period 1975-76 to 1982-83 


duetospurtinpublic sector capital fbcmation, 
a decline by 1.0 per cent a year between 
1984-85 and 1987-88, and resumption of 
growth at 2 per cent since then to the end 
of the decade of 1980s. Readers interested 
intrendgrowthratesmayliketoseeTable 4 
and verify the pattern just described. 
Interestingly, grov^ in private sectorcapital 
formation, since 1987-88, more than 
compensated the decline in the public sector 
capital formation so as to reverse the decline 
in the total and set it on a rising path. The 
inference from the analysis of the decade of 
1980s can be summarised as follows: First, 
on a trend basis public sector real capital 
formation in Indian agriculture declined 
through the decade. Second, private sector 
real capital formation continued to grow 
through the decade. Finally, the total real 
capital formation displayed a mixed trend: 
a marginal decline up to 1987-88 and then 
a pick up of growth at 2 per cent a year until 
the end of the decade. 

m 

RcAitatioii of the 
CompleineiiUrity Hypothesis 

In Section I we referred to many a claim 
that private capital formation is 
complementary to public capital formation 
in Indian agriculture. Here we shall focus 
only on those authors who have adduced 
some sort of empirical evidence in support 
of this hypothesis. In claiming **high 
complementarity between the public and 
private investment in agriculture’, 


Rap has appiovlqgly ^iiioted 
Kriahnamuny (1985) to tlm ""a itipee 
of public investment in agriculture induces 
private investment in this sector to an extent 
substantially higher than a rupee**. By way 
of illustration he cites **private investment 
in tractors and other implements when 
irrigation through public canals becomes 
available, and private investment in pumpsets 
when powerb^omes available** [Rao 1994]. 
In his detailed study of private and public 
capital formation in agriculture, Shetty 
(1990) has **as a first approximation’* found 
that ’’private agricultural investment is 
significantly affected by public Sector 
investment in the sector (with one year lag), 
though the elasticity is less than the unity” 
It is not unlikely that on second 
approximation elasticity may turn out to be 
equal to or more than unity as in the case 
of Krishnamuity. After all the CSO statistic.^ 
on which the measurements are based are 
the same in both cases. Nonetheless, the 
latest run of the NCAER model has yielded 
an elasticity of 0.26. It all depends on what 
period one chooses for estimating the 
elasticity. Our own estimate for the decade 
of 1980s, 1980-81 to 1991-92, turns out to 
be negative (-0.5). 

There aie three sets of issues that arise 
in this context: (1) conceptual, (2) metho¬ 
dological, and (3) factual. Let us consider 
them in turn. Complementarity, it should be 
noted, does not stand a causal relationship 
such that a of X causes b of Y. In its static 
sense it represents a relationship of being 
together to form a unity. A fractional number 


Table 3: Percent Change in Capital Formation in Agriculture 


Time Period 


Public Sector 

Private Sector 

Total 

Tnennium Ending 



Percent change 


1962-63 to 1975-76 


60,99 

96.88 

84.56 

1975-76 to 1982-83 


86.01 

24.94 

43.20 

1982-83 to 1991-92 


-32.89 

26.07 

3.16 

1984-85 to 1987-88 


-13.78 

4.46 

-2.66 

1987-88 to 1991-92 


-20.67 

23.56 

8.31 



Percent change annual 


l%2-63 to 1975-76 


4.69 

7.45 

6.04 

1975-76 to 1982-83 


12.28 

3.56 

6,17 

1982-83 to 1990-91 


-4.11 

3.26 • 

0.40 

1984-85 to 1987-88 

• 

-4.59 

1.48 

-0.88 

1987-88 to 1990-91 


-5.16 

5.89 

2.08 

Stmrte: Table 2. 





Table 4: Trend Growth Rates of Capital Formation and ODP in Agriculture 



(Pei Cent Per Annum) 




CiPitri Foimatjon 



Time period 

Public Sector Mvale Sector 

Total ODP Agriculture Sector 

1960-61 to 1975-76 

3.54 

4.89 

4.47 

2.17 


(0.84) 

(0.94) 

(0.98) 

(0.79) 

1973-74 to 1982-83 

7.89 

3J0 

4.80 

2.03 


(0.95) 

(0.48) 

(0.74) 

(0.61) 

1980-81 to 1991-92 

-4.25 

2.80 

0.42 

3.05 


(0.97) 

(0.74) . 

(0.01) 

(0.88) 


Cmumws. t . as, ii—V a* * .X. W* A# 


meMofY. Figures in Che paientheaes are values of 


ficoMnk nd 



f which when added to another frectw 
number f, suim up to unity, f^ is said to be 
complementafy to f, and vice versa. Similarly 
when two angles of a triangle add up to 90\ 
they are said to be complementary to each 
other, in its phenomenological sense 
complementarity is not only a relationship 
of being or coming together to form a unity 
but also of acting together so as to produce 
an outcome which neither of thecomplements 
can produce all by itself. Typical example 
cited in consumer demand analysis is that 
of sugar and tea. sugar being complementary 
to tea. not vice-versa. In production 
economics based on activity analysis we ate 
familiar with techniques of production 
represented by vectors of inputs normalised 
at unit level of output [Dorfman, Samuelson 
and Solow 1958]. The inputs in any such 
vector are complementary to each other 
because in the absence of any one of them 
the unit level of output will not materialise. 
I nvestment planning literature at micro-level 
generally deals with competitive investment 
projects, projects which compete for given 
investible resources. However, there again, 
we come across cases of complementary 
projects. Investment in field-channels, for 
example, is complementary to a canal 
irrigation project, because in the absence of 
the former, irrigation benefit from the latter 
cannot materialise. In contrast, private 
investment in tube-wells in a canal command 
area is not complementary to the canal 
irrigation system because its absence does 
not Slop or prevent the flow of irrigation 
benefit from the system. If it, nevertheless, 
takes place, it may partly be induced by 
canal system's beneficial external effect in 


raisiftg Che groundwater table. It should be 
noted, however, that negative externality of 
the system, for instance waterlogging of 
fanner's cultivated field, may as well in^ce 
private investment in drainage in order to 
save the fields for cultivation rather than 
forego cultivation altogether. 

In the light of these observations, it is clear 
that neither of the examples cited by 
Hanumantha Rao, noted earlier, hasanything 
to do with complementarity of private to 
public investment in agriculture. Doth are 
examples of public investment in 
infrastructure which may and does induce 
private investment as it creates enabling 
conditions. Public investment in rural link- 
roads is as much a necessary infrastructure 
for the farmers to invest in tractors as is the 
canal system. Neither public investment in 
roads nor in rural power supply infrastructure 
is counted, however, as public investment 
in agriculture. The notable point is that 
whereas public investment in various types 
of infrastructure is basic and necessary 
enabling condition for inducing private 
investment in agriculture, it does not have 
to be in the agricultural sector per se. 
Dantwala, responding to the widely held 
view of neglect of agricultural sector during 
the 1960s and 1970s. a narrow view based 
upon the sectoral plan outlays (expenditure) 
had put the point very succinctly. He observed 
that '*what is relevant is not simply investment 
in agriculture but for agriculture" (italics 
Dantwala). "Development of agriculture, for 
example, requires investment in the 
production of a large number of modem 
inputs such as feitilisers, pumpsets, tractors 
produced in non-agricultural sector and 


infirastructuiie consisting of transix)rt«s(of^^ 
and energy" [Dantwala 1986, revised edition 
1991]. 

The next issue is methodologicat. Given 
the two aggregate time-series of estimates 
on public and private capital formation in 
Indian agriculture, how can one using these 
series demonstrate that private sector capital 
formation is complementary to the public 
sector capital formation? Since 
complementarity, as we have seen, is not a 
causal relationship, fitting a regression 
equation to the series is not the right method 
for providing ordispro ving complementarity, 
even when there is sufficient a priori reason 
to suppose that private investment is 
complementary to public investment in 
agriculture. 

If this a priori supposition in fact holds 
true, it implies that starting from any initial 
position the direction and rate of movement 
of the two time-series must be the same and 
of similar order, if not identical. Conversely, 
if the movement of the two series is disparate, 
then the supposition does not hold true. The 
harmonious nature of the movement follows 
from the definition of complementarity. 

Let us now examine the actual movement 
of the two series. The graph of the indices 
of the two series at the constant prices of 
1980-81 and common base year of the 
triennium ending 1982-83 are presented in 
Figures 3 and 4. Figure 4 is different from 
Figure 3 only in one respect. As in Figure 2, 
years 1978-79 to 1981-82 which due to 
moving averages incorporate estimates of 
the extreme outlier of the years 1978-79 and 
1979-80, have been excluded from the graph. 
The graphs show that the movement of the 


Table 5 : Plan Expenditure and Outlay by Heads of Development during Five-Year Plans; Centre, States and UTs 


(Rs ert^) 


Sectors of 
Development 


Third Plan 
(1961-66) 


Annual Plan 
(1966-69) 


Fourth Plan 
(1969-74) 


Fifth Plan 
(1974-79) 


Annual Plan 
(1979-80) 


Sixth Plan Seventh Plan 

(1980-85) (1985-90) 

Actual Outlay Actual Outlay 


1 Agriculture and 

1088.90 

1107.10 

2320.40 

4864.90 

1996.50 

6623.5 

5695.1 

12792.6 

10523.6 

allied activities 

(12.70) 

(16.70) 

(14.70) 

(16.10) 

(12.30) 

(6.10) 

(5.80) 

(5.80) 

(5.80) 

2 Rural development 

- 


- 

- 

- 

6996.8 

5363.7 

15246.5 

8906.1 






(6.40) 

(5.50) 

(7.00) 

(4.90) 

3 Special area 

- 

- 

- 

- 

- 

1S80.3 

1480.0 

3470.3 

2803.6 

prognunine 






(1.40) 

(1.50) 

(1.60) 

(1.60) 

4 Irrigation and 

664.70 

471.00 

1354.10 

3876.50 

1287.90 

10929.9 

12160.0 

16589.9 

16938.6 

flood control 

(7.80) 

(7.10) 

(8.60) 

(9.80) 

(10.60) 

(10.00) 

(12.50) 

(7.60) 

(9.40) 

^ Total of (1) to (4) 

1753.60 

1578.10 

3674.50 

8741.40 

3284.40 

26130.5 

24698.8 

48099.3 

39171.9 


(20.50) 

(2.L80) 

(23.^0) 

(22.10) 

(27.00) 

(23.90) 

(25.30) 

(22 00) 

(21 70) 

6 Plan total 

8576.50 

6625.40 

15778.80 

39426.20 

12176.50 

109291.7 

97500.0 

218729.6 

180000.0 


(100.00) 

(100.00) 

(100.00) 

(100.00) 

(100.00) 

(100.00) 

(100.00) 

(100.00) 

(100.00) 


• Rural dev el op mem 
20fwhich!ROt' 
^ShucoflRDPin 
ninil dnelopinent 


Plan Expendirure 


VlthPlan 

(1980-85) 

6996.80 

4762.79 

68,07 


VllthPlan 

IS246.S0 

8687.SI 

56.98 


NtHts: Pigum in pnicMhew, are per cent shwe^f tlie lecior in the plan total. 

Souires; I iSnMomic&nwy, 199.V94, Ministry of Finance. 

2 Indian Agrirntlun in BrUf, 23nl anti 24lh edn. 1990 and 1992, Minialiy of Agriculture. 
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two series during the decades of 19605 and 
1970s was broadly in the same direction. 
However, movement of the series, instead 
of being in harmony and unison, was 
disparate. The series grew at different rates 
during successive time periods (Tables 3 
and 4). During the decade of 1980s, specially 
since 1983-84 the two series moved in 
different, divergent directions. Whereas the 
private sector capital formation series grew, 
that of the public sector declined. Thus.*the 
actual pattern of movement of the two series 
during the period under consideration was 
in general such as to falsify our supposition 
of complementarity between the private and 
the public sector capital formation. 

Even though the general hypothesis of 
complementarity between private scfjfor and 
public sector capital formation in Indian 
agriculture stands rejected, one can still argue 
that macro-movements of the type 
represented by the two series in the picture 
are likely to hide in micro-level relationship 
of complementarity. This is more likely for 
the periods of 1960$ and 1970s when the 
movements of the two series were broadly 
in the .same direction. We have ourselves 
noted earlier that complementarity between 
capital formation in private and public sectors 
should be explored at the level of investment- 
projects. At a more aggregate level, that is 
at the level of aggregation of similar type 
of investment projects, complementarity is 
most likely to be present in the 'construction 
of assets’ sub-group of gross capital 
formation.' The most prominent example, 
already cited earlier, is that of public 
investment in the construction of major and 
medium irrigation works and private 
complementary investment in construction 
of field-channels, drainage, bunding, 
levelling of field, etc. Nevertheless, comple¬ 
mentarity at the micro level is not at all 
pervasive and strong enough as to determine 
the macro movements of the private and 
public capital formation series. 

Is there still some meaning which can be 
attributed to the regression based elasticity 
estimates for the private vis-a-vis public 
sector capital formation in Indian agnculture 
referred to at the outset in the present section? 
While pleading the case of complementarity, 
Hanumantha Rao has at the same time allud^ 
to 'inducement effect’, using the two term 
.synonymously, perhaps unconsciously. 
Inducement effect is causal, however: 
whereas complementarity is not. It arises 
due to technical externalities of public 
investment, both positive and negative. 
Typical example of a positi vc effect is private 
iovesimcnt in tube-wells in the command 
area of a public canal irrigation system. 
Whereas regression approach is a legitimate 
method for measuring inducement effect of 
public investment, there are problems with 
the above elasticity estimates following this 
approach. These are based on the assumption 


that all of private sector capital formation 
in Indian agriculture occurs as an inducement 
effect. I'his is obviously an extreme 
assumption. It denies the autonomous role 
private sector may and does play in the 
sector’s capital formation. The realism of 
the assumption is prima facie questionable 
by looking at the graph of the indices of the 
two series in Figures 3 and 4 for the period 
of 1980s. The elasticity of the private with 
respect to public capital formation in this 
period is apparently negative (-0.5) as noted 
earlier. How does one interpret this negative 
elasticity as an indicator of inducement 
effect? It can very simply be interpreted to 
mean that public investment induces more 
private investment in agriculture by 
withdrawing itself, the crowding-in effect so 
to say. On a more charitable note one can 
argue that the inducement efTect hypothesis 
is, at least for the period of 1980s, spurious, 
and private sector capital formation in 
agriculture is indeed autonomous. Our main 
point is that the problem of the relationship 
between the private and public sector capital 
formation in Indian agriculture should be 
posed and analysed more carefully rather 
than as one of complete dependence by way 
of inducement effect, or of complete 
autonomy. 

To sum up, complementarity does not 
stand for a causal relationship. It represents 
a relationship of being and acting together 
to produce an outcome which would not be 
possible in the absence of the complement. 
On this basis and analysing the nature of 
movements of the real private and public 
capital formation series since the beginning 
of 1960s, the claim of 'high complementarity 
between the private and public sector capital 
formation in Indian agriculture' stands 
refuted. Finally, we have examined the 
inducement effect of the public on private 
capital formation as a possible misconception 
of the complementarity hypothesis. We 
have tried toclarify that whereas inducement 
effect is causal, complementarity is not. 
Furthermore, we have ^monstrated that the 
wholesale inducement effect hypothesis is 
a misplaced one. Private sector capital 
formation in Indian agriculture may be partly 
induced by public sector capital formation 
and paitly autonomous, and the issue should 
be posed and analysed accordingly. 

IV 

Explanation of Bchavioor of Capital 
Formation during 1980a 

Some of the authors referred to earlier 
have sought to provide explanation of the 
behaviour of private and public sector capital 
formation specially during 1980s. when not 
only public capital formation declined but, 
on their reckoning, private capital formation 
too either declined or remained 'sluggish’ 
and 'muted’. For the decline of the public 


sector capital formation Shetty has advanced 
two reasons: (1) decline in the expenditure 
incurred on agricultuie and irrig^ion as a 
propoflion of aggregate expenditure (plan 
and non-plan) of the centre and stales, and 

Tails 6: Puaur Finanong of Private 
Investments in Agriculture, 1969-70 to 
1991-92 AT Current Prices 

{Rs rmre) 


Year 

Private Sector 

Direct 

Ratio 


Capital 

Institutional of (2) to 


Formation 

Term Loons to (l)Per 


in Agriculture 

Agriculture 

Cent 


(1) 

(2) 

(3) 


1969-70 

847 

208 

24..54 

1970-71 

866 

229 

26.43 

1971-72 

974 

243 

24.90 

1972-73 

1081 

366 

33.86 

1973-74 

1295 

343 

26.49 

1974-75 

1475 

417 

28..30 

1975-76 

1778 

498 

27.99 

1976-77 

2239 

669 

29.87 

1977-78 

2099 

641 

.30.53 

1978-79 

2952 

850 

28.78 

1979-80 

3289 

1082 

32,88 

1980-81 

2972 

1378 

46.36 

1981-82 

3381 

1.556 

46.01 

1982-83 

3806 

1636 

42.99 

198,3-84 

4623 

1968 

42..57 

1984-85 

4304 

2508 

.58 27 

1985-86 

4695 

2603 

55.45 

1986-87 

4839 

3208 

66.29 

1987-88 

5877 

3682 

62 66 

1988-89 

6542 

3539 

54.10 

1989-90 

7759 

4070 

52.46 

1990-91 

9214 

4297 

46 64 

1991-92 
Average of. 

10861 

4121 

37.94 

(i) Green revolution period: 
(l%9/70to 1979/80) 


29 34 


(ii) Posi-gieen revolution period .SO 19 

(19S(V8I to 1991/92) 


Sources: I Same as in Table I. 

2 Report on Currency and Finances 
Vol 1, Reserve Bank of India, 
Bombay, various issues 


Table 7; Plan-wise Outlay/Expenditure Pfji 
Hectare op Irrigation Potential Created 
UNDER Minor and MEDiuM/N^AiOR Irrigation 


Expenditure:Rs 
f^r Hectare 


SI Plan 

No Period 

Minor Major 
Irrigation Irrigation 

1 Third Plan (1961-66) and 
annual Plan (1966-69) 

2345 

2670 

2 Fourth Plan (1969-74) 

2678 

4763 

3 Fifth Plan (1974-78) 

3614 

6269 

4 Annual Plan (1979-80) 

3638 

I0%9 

5 Sixth Plan (1980-85) 

4543 

21667 

6 Seventh Plan (1985-90) 
(Anticipated) 

6912 

38122 


Source: Computed from the data available in 
the Report of the Committee on Pricing 
of Irrigation Water, reproduced in W'' 
an Journal oj Af^rivuhural Economics, 
Vol XLIV.No LJanuary-March. 1994. 
pp 124-133. 
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(2) r«pM rite in llie (woporthM 
on levenue (current) account. Hanumamha 
Rao has emphasised fast growth of 
agiiadturil sufasklies, again an expead^^ 
on current account dui^ 1980s. 

In respect of private sector capital 
formalion Shetty has produced a laboured 
explanation for its 'sluiuishness* during the 
1980s. He has drawn attention to fast growth 
of term loans from financial institutions, and 
yet a lower growth in rural debts and higher 
rate of repayments defaults, implying an 
increase in the non-capital formation uses 
of the credit advances. In addition, according 
to him, there was also disincentive to private 
investment in agriculture due to falling 
agricultural terms of trade, and as indicated 
by relative shift of investment pattern of 
rural households in favour of non-farm 
activities. Finally, for almost all the authors 
on the subject. dccHne of public sector capital 
formation was the cause of decline in private 
sector capital formation during the 1980 b, 
since they all believed that latter is 
complementary to the former. 

To begin with, we have already shown 
that on a trend basis, there was no decline 
but growth in private sector real capital 
formation during the 1980s. even while it 
has been underestimated hy the CSO. 
Therefore, the above explanation for its 
decline or sluggishne.ss is irrelevant, at best 
misplaced. As regards the decline in public 
sector capital formation, rapid rise of current 
account expenditure including agricullurai 
subsidies is indeed a factor to be considered. 
Bui it IS not the real cause as we shall argue 
presently. The .^ccond factor, namely, decline 
in the proportion of expenditure on 
'agriculture and irrigation* needs a little 
elaboration. Firstly, if the total budgetary 
expenditure is increasing as has been the 
ca.se thn>ugh the period under consideration, 
a decline in the proportion does not 
necessarily imply a decline in ihc absolute 
amount of expenditure on 'agriculture and 
irrigation'. In point of fact the total 
expenditure on these sectors has been 
growing rather than declining as is borne out 
by the data compiled by Shelly himsdf 
(reproduced here as Appendix Table 2). 
Furthermore, the proportion itself does not 
show a general decline during the l98Qs, 
unless one chix^ses an abnormal year for 
comparison, in this case 1981-82 as Shetty 
has done (see the Appendix Table 2). But 
for this year when the proportion had 
suddenly shot up to over 16 per cent, it 
approximately moved up, in the ranine of 11 
to 14 per cent during the 1980s compared 
to 3 to 13 during 1970s. A more significant 
point to note in this context t.s the overall 
nse in the ratio of public expenditure on 
'agriculture and irrigation* to the GDP 
originating in agriculture. From around 3 
per cent in 1970-71 it rose to 8.6 per cent 
in 1980-81, stayed around this level for few 


years until it picked up to over 9 per cent 
in 1984-85 and thereafterioover 12percent 
during the second half of t980s (Appendix 
TdMe 2). Since ngricultitral C99P dining 
1980i was growing at a rale higher than the 
me during the 1970s, a rise in the above 
ratio means that the expenditure on 
agriculture and irrigation continued to rise 
during the 1980s. 

Secondly, Shetty has not included the 
expenditure made on agriculture and 
irrigation under Rural Development, which 
came to be listed as a separate heed of 
account since the beginning of the Sixth 
Plan (1980-85). The plan outlay and ex¬ 
penditure under rural development is made 
on two broad sets of activities: (1) private 
asset formation under Integrated Rural 
Development Programme (IRDP) through 
capital grants (subsidy) and institutional 
loans, and (2) public asset formation through 
public works of varied kind under various 
schemes of employment-genernkm in the 
rural areas. Figures in Table 5 clearly show 
that plan expenditure on niral development 
during the 1980s has been far higher than 
on agriculture and allied sectors. It is also 
notable th^t the expenditure on rural 
development has far exceeded the plan 
outlays through this period. A careful study 
of IRDPbascd upon a comprehensive survey 


across the stales carried out in 1985-86, burr 
alia, came to the concHision that at the atl- 
India level 55 per cent of the IRDP 
CKpendHttie rotated to asset formation in 
ggricultiiro and allied sectors - 14 per cent 
in agriculture proper, 37 percent in animal 
hushmdry and4per cent in irrigation (Kurieo 
1987]. And IRW accounted for 68 per cent 
of the total Sixth Plan expenditure on rural 
development. During the Seventh Plan 
(1985-90) its share was 57 per cent Thus 
it is that at least one-ihird to one-half of the 
plan expenditure on rural development during 
the 1980s ought to be credited to agriculture 
and irrigation before one gets the correct 
picture of the public developmental 
expenditure on there rectors, leave akme the 
non-plan, current accoum expenditure on 
rural development related to there sectors. 

We have gone into the above facts in some 
detailin Older to show (hat far fromadecline 
in public expenditure (plan and non-plan) 
on agriculture and allied sectors, and 
irrigation, there was indeed a growth in it 
during the 1980s. Therefore, the case of 
decline either in proportion or in absolute 
amount of public expenditure on these sectors 
as the cause of dreline in public capital 
formation in agriculture during 1980k is 
unfounded. 

The issue that remains to be resolved i.s 


Table 8: Estimates of Inciiemental Camtai. Oi>TfiT Ratio in 
A omniLTirRAi. Sector at 1980-81 Prices. I%I-I99I 


Period 

Incrc- 

GDP 

Gross 

Inert- 

Marginal 

Inert- 

Marginal 

Gross Pix( 


mental 

Growth 

Fixed 

mental Efficiency 

menial 

EffictciKy 

Copilat 


GDP in 

Rate 

Capital 

Capital of Capital Capital 

of Capital 

Plirmaiii' 


Agri- 

Per 

Formation Output 

(1/ICOR) 

Output 

(l/ICOR) 

as Pir Cci 


culture 

Cent 

Rs 

Ratio 


Ratio 


of GDP III 


Rs 


Crore 

(ICOR) 


(ICOR) 


Agriculluic 


Crore 







Sector 


(1) 

(2) 

(.3) 

(4) 

(5) 

(6)» 

(7»* 

(8) 

1 Thin) Plan 









IV6I/62- 

1965/66 

1.38 

0.43 

2067 

15.01 

0.067 

13.90 

0.072 

6.39 

2 Annual Plan 









l%6/67- 

1968/69 

1810 

5.58 

26.38 

1.46 

0.686 

I..38 

0.722 

7.74 

3 Fourth Plan 









1969/70- 

197.3/74 

.348 

0.92 

2908 

8.36 

0.120 

8.23 

0.122 

7..5() 

4 Fifth Plan 









1974/75- 

1978/79 

883 

2.13 

3665 

4.15 

0.241 

3.84 

0.260 

8.37 

5 Sixth Plan 









1980/81- 

1984/85 

2058 

4.50 

4554 

2.21 

0.452 

2.23 

0.448 

9.15 

6 Seventh Plan 









1985/86- 

1989/90 

2517 

4,67 

4510 

1.79 

0.558 

1.77 

0 566 

8.02 

7 1961/62- 
1967/68 

8 IV68/69- 

.332 

1.05 

2211 

6.65 

0.1.50 

6.22 

0.150 

6.80 

1978/79 

9 l979/8(*- 

894 

2.48 

32.39 

3.62 

0.276 

3.45 

0.276 

7.90 

1989/90 

1881 

4.17 

4539 

2.41 

0.414 

2..39 

0.414 

8.61 


Noiex: Figures for GDP and capital formation are annual averages of the sub period derived from 
• ICOR estimated ^ag fixed capital formation with one year lag bebin GDP. 
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NIQHLIQHTS 

• India'sPremierFinanciatInstitutionsetupbyanAdofParIjament 

• 30 years’ leadership in industrial Financing with cumulative 
loan sanctions of over Rs. 75,000 crore 

• Largest Finariciai Institution in the Country with an ass^ base 
of over Rs. 34,000 crore 

• Record of steady growih in business - Compounded Annual 
Growth Rate of 27%. in Loan Sanctions and 21% in 
Disbursements over the last 5 years 

• High Capital Adequacy Ratio of 13.4% as on March 31,1994 
(as against RBI requirement of minimum 8%) 

• High asset quality - Performing Assets constitute 92% of total 
loan portfolio 

• A large pool of qualified and trained manpower, skilled in 
project appraisal and aedit risk evaluation 

• Well diversified loan portfolio - exposure to any one industry 
does not exceed 15% 

• Highest Credit Rating for an International Debt Issue (B6B+ by 
the Japan Bond Research Institute) obtained by an Indian 
borrower. Highest Credit Rating for domestic borrowings (AAA 
by CARE and CRISIL) 

• Mandated by Parliament to coordinate the working of all term 
lending financial institutions both at National and State levels 

• Major role in Institution Building - promoted/associated in 
promotion of National level Institutions such as EXIM Bank. 
IRBI, SCICI, SHCIL, TFCI, SEBI, SIDBI, OTCEI, CARE and NSE 

• Entering new business areas - Launched a Mutual Fund and 
a Stockbroking Company; setting up a Commercial Bank 

• Shares of ID6I are included as ‘Trustee Securities’ under the 
Indian Trusts Act, 1882 

• High internal generation - over Rs. 8,500 crore constituting 
around 60% of total funds required in 1993-94 generated 
internally 

• Listing at the Bombay Stock Exchange (BSE) and the National 
Stock Exchange (NSE) 


RISK FACTORS 

• Interest rate risk. Due to deregulation of interest rates, spreads 
may be affected 

• Credit risk normal to term lending business 

• Changes in Government policies which may impact the 
performance of the industrial sector 

• Disintermediation risk in the wake of development of the Capital 
market 

• Competition in the liberalised scenario from existing and new 
players 

• As on December 31,1994, IDBI had contingent liabilities of 
about Rs. 2383 crore on account of guarantees/ietters of credit, 
underwriting commitments and uncalled monies on partly paid 
shares/debentures 

Notes 

t Please refer to the paragraphs on "lustihcation of premium" and 
'management discussion on risk tactors" in the olter document, before 
making an investment in the issue 

2 In case of oversubscription, the basis ot allotment/allocation will be 
proportionate and linalised in consultation with the Bombay Stock 
Exchange and the National Stock Exchange 

3 No shareholder, other than the Government ot India, can exercise vobng 
rights in respect of Equity Shares held in excess ol 10% ot issued Equity 
capital 

4 The Governmenl of India ("Oflerors") have irrevocably rionstltuted and 
appointed lOBI as their attorney lor the sale of Equity Shares offered 
in terms of the Offer Document and to do all acts, deeds, matters and 
things as may be necessary or desirable to give effect to the Offer tor 
Sale 

5 According to Securities Contract (Regulations) Rules, 1957, every 
issuer IS expected to otter at least 25% ol each class ot securities to 
the public. Any reservation/liriw allotment can be made only after 
offering at least 25% to the public In case of IDBI, the firm allotments 
and reservations are being made within the 25% offered to the 
public with the approval ol the Government of India, BSE and NSE 
Of the 16 B crore shares being offered, the net otter to the public is 
10 022 crore shares 

6 Generally, the issuer is required to refund application money to the 
applicants if the subscription received is less than 90% ot the issue 
All development financial institutions, including IDBI, have been 
exempted from this requirement Investors may, therefore, be allotted 
shares even if the subscription is less than M% 

7 IDBI proposes to pay extra incentive not exceeding 0 25% of the Issue 
amount to the brokers 

8 IDBI, on behalf of the Offerors, accepts full responsibility tor the accuracy 
and adequacy ot mtormation disclosed in the offer document 
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indeed this: Why is it that public sector 
capital formation in agriculture declined 
during tfie l9B0s, while public expenditure 
on the sector (agriculture and al lied activities, 
and irrigation) continued to grow? The rise 
in the share of current account in the total 
expenditure on the sector is indicative of the 
increasing constraint on the share of fund 
available for investment. At the same time 
it is also notable (Table 5) that the plan 
expenditure, i e, public expenditure on 
investment continued to rise through the 
1980s, notwithstanding the shortfall from 
the targeted amount in respect of irrigation 
during the Sixth Plan. Yet, if public capital 
formation in agricult'ire declined, as in point 
of fact it did. it means that increasing 
proportion of the plan expenditure went to 
support private capital formation in 
agriculture. 

The above explanation of the decline in 
public capital formation in agriculture, be 
it the nse in the proportion of current account 
to total public expenditure on the sector or 
the increasing proportion of public sector 
plan expenditure going to support private 
capital formation in agriculture, is of a 
mechanical nature. It is like saying that for 
a given z. if x increases, y must decrease 
when 7. is a sum of x and y. Theseexplanations 
have no behavioural significance at all. The 
behavioural explanation of the divergent 
movement of the public sector plan 
expenditure on agriculture and public sector 
capital formation in agnculturc lies in the 
political economy of the government’s 
agricultural policies which crystalli.sed 
towards the closing years of 1970s, with the 
formation of the Janata government at the 
centre in 1977. 

Pounc/vL Economy Explanahon 

This new politics of agricultural policies 
was a product of the green revolution. 
Green revolution, which had run a 
successful course over 10 years preceding 
the closing years of the decade of I97()s. 
produced two major results. First, it made 
the country self-sufficientin food and ensured 
food-security, a matter of national pride 
indeed. Second, it galvanised the farmers 
into politically conscious, interest-seeking 
groups and at the national level as a ’class 
for itself vis-a-vis the government policies. 
Their marxist image of *a sack of potatoes’ 
and as an unconscious ’class in itself was 
now a thing of the past. A number of 
politically powerful organisations/unionsof 
the farmers emerged in the country at the 
helm of which were the large, ‘modem’ and 
so-called ‘progressive farmers’, who had 
been the iorch-bearers of the green revolutioit 
With the emergence of these organisations 
the All India Kisan Sabha, a front- 
organisation of the Communist Party, which 
had played a commendable role in the pre- 


indopendence days and in the post¬ 
independence land reforms, receded into 
history. The leaders of the new organisations 
managed or contained the contradictions 
and conflicts of interest within the group in 
two ways. First, by mobilising every one, 
large, niedium, small or marginal farmer, on 
the price-support front (on output and inputs) 
since every one has to market a part of his 
produce irrespective of the fact that the 
marginal farmers specially are the net buyers 
of food and other edible items [ICSSR 
Working Group 1980]. Second, by 
demanding and approving a major 
programme of rural development, specially 
an integrated Rural Development Programme 
(IRDP) targeted on small and marginal 
farmers, and to an extent on the landless 
labourers too. Both are justifiable and indeed 
have been justified on grounds of national 
food self-sufficiency and social equity, 
including the removal of absolute poverty 
from rural India. This strategy has worked 
successfully, and there appears to be no 
reason to believe that it will not work in the 
foreseeable future. The strategy to secure 
and promote farmers’ interest, indeed to 
determine the agricultural policies in their 
interest is implemented through fanners’ 
lobbies'^ inside and outside the government 
and also through massive demonstrations of 
their power at state capitals and in Delhi, 
as and when necessary. There is no political 
party which can afford to remain immune 
to their interest. Political parties aspiring to 
win and retain power depend upon winning 
the rural constituencies. 

At any time agricultural policies, and for 
that matter ail economic policies are 
formulated and executed to serve a set of 
two interests; social interest and private group 
or class intcre.si. When the social interest 
predominates in the determination of policies, 
the state exhibits its autonomous character. 
There arc limes, however, when vested 
interests prevail and the state exhibits its 
subservient, instrumental character. To 
illustrate, the industrialisation policies set 
out by the Indian government in mid-1950s 
and the New Agricultural Strategy policies, 
which initiated the green revolution during 
the later half of the 1960s, were the actions 
of an autonomous state. With the exhaustion 
of the green revolution towards the closing 
years of 1970s which coincided with the rise 
to power by the Janata Party, the tables had 
been turned. The state virtually lost its 
autonomy and agricultural policies more 
and more came to be decided by farmers’ 
interest-groups. 

It is this political development which 
explains the pattern of public expenditure 
on agriculture, escalation of current account 
expenditure typified by food and fertiliser 
subsidies and fall in public sector capital 
formation in agriculture during the 1980s. 
It is rational for the farmer class to maximise 


their benefits out of public expencKtuie on 
agriculture. The first best is to push up the 
share of the current account expenditure in 
the total, which will then yield large amounts 
of input subttidies and higher support-prices 
The next best is to see that out of the available 
balance as much as possible is spent on 
financing private capital formation in 
agriculture. This is so very attractive since 
it is received in the form of grants (subsidy) 
and soft loans with prospectsof being written- 
off*. Private capital asset is preferable because 
it is under the direct control and command 
of the individual farmer. Its service is certain, 
and it can be deployed as and when required. 

During the 1980s fanning group-interest 
did prevail upon the determination of 
allocation of public funds committed for 
agriculture, as between expenditures on 
current and capital accounts, and within the 
capital account as between private and public 
sector capital expenditures. The story of 
escalation in the share of current account 
expenditure has been much talked about in 
the context of agricultural subsidies and 
structural adjustment programme. We shall 
not repeat it. Here our attempt is to present 
some evidence to show that the share of 
public funding of private capital formation 
in agricvilfure almost doubled during the 
1980$ compared to I97()s. We do not have 
the total picture of the flow of funds from 
the budgetary and institutional sources for 
purposes of private sector capital formation, 
institutional term loans disbursed to 
agriculture, in other words for pri vate capital 
formation and their ratio to private capital 
formation at current prices are present^ in 
Table 6. It will be seen that the ratio gradually 
went up from 25 per cent in I%9-70 to 33 
per cent in 1979-80, an increase of 8 
percentage points over a period of 10 years. 
Then, just in one year it jumped to 46 per 
cent in 1980-81, and with a minor fall in 
the intervening years ended up at 58 per cent 
in the last year of the Sixth Plan, 1980-85 
During the Seventh Plan (1985-90) it ranged 
between 52 to 66 per cent^ on an average. 
Whereas institutional financing of private 
sector capital formation during the green 
revolution period was to the extent of 29 per 
cent. It went up to over 50 per cent in post¬ 
green revolution period. 

Besides institutional financing, there is 
flow of capital grant (subsidy) from 
budgetary .sources, which needs to be added 
to the above picture. We do not know the 
actual amounts of the flow. However, taking 
cue from the fliuincing pattern of the IRDP 
wherein disbursement is in the form of one- 
third grant and two-third loan.* the ratio in 
Tabic 6 can be augmented to account for the 
grant flows. As noted earlier 55 per cent of 
the assets formation due to IRDP was in 
agriculture, and the rest in other sectors. 
That will raise the ratios by a little more than 
aquarierflir the decadcof i980s,and possibly 
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by the tsmeonler for the eariier period when 
the funds flowed to agriculture through small 
and margiiial farmcn* developmeiit agencies. 
It seems to us to be a safe bet to assume a 
ZO per cent augmentation of the ratios through 
the period under consideration to account 
for capital grants in support of the private 
sector capita] formation in agriculture. That 
would mean public financingof private sector 
capital fonnation in agriculture to the tune 
of 35 per cent in the green revolution period 
and as much as 60 per cent in the post-green 
revolution period. 

The above discussion makes it clear that 
in the political economy of agricultural 
policies, which took root during the late 
1970s, public financing of the pn vate sector 
capital formation in agriculture became the 
priority policy concern under the pressure 
of farmers' interest-groups. Rapid increase 
in the share of current account expenditure 
to meet their demand for production subsidies 
plus this priority concern to finance private 
sector capital formation did not leave much 
room for the state for public sector capital 
formation growth. The real cause of its 
decline in real terms during the l9K0s thus 
lies in the politics of the state’s agricultural 
policies. 

There are a few extraneous forces worth 
noting, which emerged during the 1980s and 
restricted whatever autonomous choice the 
state was left for pushing up public capital 
formation in agriculture, which has largely 
been in the major and medium irngation 
.systems First was the c.scalation cf the per 
hectare cost of these systems compared to 
the minor irrigation sources, largely in the 
private sector (Table 7). The second was the 
forceful nse ol environmentalist movement, 
domestic as well as foreign, against these 
systems during the l9H()s. By obstructing 
the construction of these systems the dome¬ 
stic envinmmentalisi incredibly added and 
continue to add to their gestation lags and 
thereby to the costs. Foreign environ¬ 
mentalists succeeded in stopping bilateral 
and multilateral aid or making its release 
conditional, including desired change in the 
design of the systems. The Narmada system 
is a burning case in point. Finally, incredible 
as it might seem, the federal character of the 
Indian state itself became a severe constraint 
on public capital formation in irrigation 
systems. The endemic problem of inter-state 
disputes about water sharing became more 
severe as political parties came increasingly 
to rule the states which were different from 
the party ruling at the centre. 


Efficiency of Capital Use 
in Agriculture 

As we remarked in Section 1, excessive 
preoccupation with capital fonnation has 
prevent^ the authors rtfeiTcd to above from 


looking at the efficiency of capital use in 
Indian agriculture. To see how the efficiency 
of capital in agriculture changed over the 
period under consideration, wc have 
presented the relevant statistics in Table 8. 
The figures of incremental GDP in agriculture 
and gross fixed capital formation (GFCF) 
in the sector are averages of the sub-period 
drawn from the rc.speciivc threc-ycarly 
moving average senes at 1980-81 prices. To 
be on the firmer ground we have used fixed 
rather than gross capital formation for this 
purpose. The change in stocks, which forms 
part of the latter, does not contribute to the 
year’s output but to fixed capital formation 
in succeeding years. In using the fixed capital 
formation too, there is the problem of time 
lag Fixed capital assets, construction of 
which is completed towards the end of the 
accounting year, and so also the machinery 
acquired towards the end of the year has not 
enough time tor deployment in the current 
year’s production process. Construction 
projects, like major and medium irrigation 
systems come to be accounted in fi xed capital 
I'ormaiton as partially completed assets 
during the year, though these have several 
years longer gestation periods. Due to such 
diffcrcnce.s it is very difficult to account for 
the time-lag between fixed capital formation 
and current production at the aggregate sector 
level, Wc have carried out the exercise 
under two assumptions: (I) there is no time- 
lag, and (2)1 here is one year time-lag between 
fixed capital formation and agricultural 
production. Both arc arbitrary, and 
conventional, at best. There is, however, 
some justification for short or no lime lag 
(few months within the year) in the 
agricultural .sector, except for fixed capital 
formation in major and medium irrigation 
The estimates of incremental capital-output 
ratio (ICOR) and marginal efficiency of 
capital (1/ICOR) under no timc-lag 
assumption are given in Table 8, columns 
(4) and (5), and those with one year lag in 
Table 8, columns (6) and (7). The reader will 
notice that there is no significant difference 
between the two sets of estimates. For 
purposes of analysis, therefore, we shall 
confine to one set of results given in Table 8, 
the one under no time-lag assumption. 

As expected. Third Plan (1961 -66) being 
the initial period, incremental capital-output 
ratio is very high and therefore marginal 
efficiency of capital very low. This was a 
period marked by very low growth of 
agricultural production and great policy 
emphasis on developing canal irrigation 
systems. The next period of three-year 
Annual Plans, 1966-67 to 1968-69, showing 
lowest capital-output ratio and highest capital 
efficiency needs to be excluded from 
comparison, because it was an abnonnal 
period. The severe drought for two years in 
the beginning resulting m major fall in 
pnKiuction and a good pick-up in (he last 


year are responsible for very high growth 
in sectoral GDP and very low ICOR. The 
Fourth Plan period corresponds with the first 
phase of the green revolution. Here again, 
the end of the period, 1973-74 was a bad 
agricultural year. But under the New 
Agricultural Strategy, rapid development of 
minor imgalion had continued since 1968- 
69. As a result wc observe an ICOR, which 
is high but lower than in the Third Plan. 
From the Fourth Plan onward the picture is 
one of falling ICOR and rising marginal 
efftc'.ency of capital, until the end of the 
Seventh Plan (1985-90). At the bottom of 
the table we have pre.sentcd the estimates of 
ICOR and marginal efficiency of capital for 
periods longer than the plan periods. These 
broadly correspond to pre-green revolution, 
green revolution and post-groen revolution 
periods. The last one corresponds to the 
decade of 198().s during which real public 
capital formationindeed declined and caused 
a great worry among some economists, 
planners and policy-makers, as we saw in 
Section I. 

The results show that the ICOR fell from 
about 7 m the pre-green revolution penod 
to about 4 in the green revolution period 
and further to 2.4 in the post-green revolution 
period of 1980s. Correspondingly, the 
marginal efficiency of capital increased from 
0.15 to 0.28 and further to 0.41. This 
happened because .sectoral GDP growth in 
the successive periods was comparatively 
higher than the growth of fixed capital 
formation. It .should bcclearthat even though 
real public capital formation in agriculture 
during 1980s declined in absolute terms, 
thdie was more efficient use of capital in this 
period compared to 1970s when capital 
formation had grown faster which should be 
a matter of satisfaction. 

In the last column of the table we have 
presented the ratio of gross fixed capital 
formation in agriculture to .sectoral GDP in 
percentage terms. There is a clear rising 
trend, although slowly, and with marginal 
variation during different plan periods. 
Considered over longer periods the ratio 
increa.sed from about 7 per cent in the pre- 
green revolution pcri(K) to 8 per cent during 
the green revolution and further to ahoui 9 
per cent in the post-green revolution penod. 
Since agriculture’s share in the GDP 
decrea.sed (Appendix Tabic 3) from about 
46 per cent to 42 per cent and came down 
further to 35 per cent in ihc corresponding 
periods, it is due to the rise in (he above ratio 
that gross fixed capital formation in 
agriculture was maintained af ^ per cent of 
the country’s GDP through the whole penod 
under consideration It is remarkable that 
while a sector’s share in GDP was falling, 
its rale of fixed capital formation was 
maintained constant nver a lime span ol 30 
years, The neglect of agriculture,often voiced 
in the literature is in tact ba.scics.s. Similarly, 
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predictions of a fall in agricultural GDP due 
to fall in the sector’s share in economy’s 
total investment, or simply using this fall in 
share for forecasting dim prospects for 
agricultural growth (Section I) are at best 
misplaced. What matters is the sector's own 
rate of investment for growth, which has 
been rising. 

VI 

Looking Ahead 

This brings us back to clarify that our 
argument here has not been against public 
sector capital formation in Indian agriculture. 
As we alluded to. in Section 3, public 
investment in variou.^ types of infrastructure 
is and will continue to a basic necessary 
condition for agricultural growth in the 
country. And that infrastructure investment 
is neither confined nor will have to he 
confined within agriculture. Public 
investment in rural roads, rural power supply, 
input delivery depots, market yards, etc, and 
now communication channels are no less 
important for agncultureas public investment 
in major and medium irrigation. 


The future prospects look better. The 
cuirent year budget has already provided a 
major capital facility to the NABARD for 
development of rural infrastructure. Public 
investment in major and medium irrigation 
is likely to increase in future since about 90 
per cent of the ultimate groundwater 
potential, on which much of the private 
minor irrigation investment has been 
promoted, had come to be utilised by 1990 
[Committee on Pricing of Irrigation Water 
1994J. As the latter source dries up there will 
be no alternative, even from the angle of 
farmers' group interest, but to develop 
irrigation in public sector. The environ¬ 
mentalist constraint may, however, remain 
.strong, due also to international support. 

VII 

Summary and Conclusions 

A number of economists in the recent past 
have expressed grave concern about the 
decline in public sector capital formation in 
Indian agriculture during the 1980s. This 
decline, it has been argued, is not only bad 
in itself; it also leads to a decline in private 


capital formattoA. Ithasbeenconlendedthat 
the reason for such a thing to have happened 
lies in the existence of high complementarity 
between public and private capital formation 
in agriculture. The warning is clear. If the 
declining trend of public sector capital 
formation is not reversed, prospects of 
agricultural growth in the country are dim. 
In fact based on a computable general 
equilibrium model a decline of 6 to 7 per 
cent in agricultural GDP and attendant 
worsening of rural poverty and income 
distribution have already been predicted for 
AD 2000, if the share of agricultural 
investments in the total were not restored 
to 1970s high of 20 per cent from 1980s 
low of 10 per cent. Preoccupied with the 
rate and level of investments, few, if any, 
have cared to look into the efficiency of 
capital use in Indian agriculture during the 
last three decades. 

The above contentions and claims have 
had their desired effect on government 
planners and policy-makers. The strongest 
echo has come from (he Planning 
Commission. While pleading in general for 
push-up in public investment, the Annual 


Appendix Table 1 : Capital Formation in Aoriculture at 1980-81 and at Current Prices, Raw Data SERiFii 

(Rx crore) 

_ At 1980-81 Prices __ At Current Prices _ 

Gross Capital Formation Change Gross Fixed Gross Capital Formation Change Gross Fixed GDP Ago culture 

in Agnculfure in Capital in Agriculture in Stock Capital Sector at 

Stock Formation - Formation 1980-81 Prices 


Year 

Total 

Public 

Private 



Total 

Public 

Private 




1960-61 

ia73 

585 

1188 

79 

1694 

448 

133 

315 

18 

430 

31995 

1961-62 

1773 

600 

1173 

5 

1768 

418 

141 

277 

1 

417 

32022 

1962-63 

1928 

694 

1234 

44 

1884 

467 

167 

300 

10 

457 

31385 

1963-64 

2094 

725 

1369 

61 

2033 

' 518 

176 

342 

15 

503 

32119 

1964-65 

2262 

765 

1497 

25 

2237 

610 

208 

402 

9 

601 

35082 

1965-66 

2478 

798 

1680 

50 

2428 

720 

239 

481 

14 

706 

31208 

1966-67 

2486 

696 

1790 

36 

2450 

806 

228 

578 

14 

792 

30764 

1967-68 

2714 

688 

2026 

10 

2704 

933 

242 

691 

6 

927 

35339 

1968-69 

2838 

775 

2063 

138 

2700 

1022 

287 

735 

55 

967 

35283 

1969-70 

3016 

775 

2241 

117 

2899 

1156 

309 

847 

49 

1107 

37551 

1970-71 

2884 

789 

2095 

136 

2748 

1214 

348 

866 

53 

1161 

40214 

1971-72 

3059 

851 

2208 

157 

2902 

1378 

410 

968 

64 

1314 

39459 

1972-73 

.3317 

1049 

2268 

244 

3073 

1606 

525 

1081 

110 

1496 

37479 

1973-74 

3.352 

993 

2359 

304 

3048 

1881 

588 

1293 

163 

1718 

40178 

1974-75 

3195 

991 

2204 

338 

2857 

2089 

614 

1475 

173 

1916 

39566 

1975-76 

3556 

1041 

2515 

452 

3104 

2523 

745 

1778 

298 

2225 

44666 

1976-77 

4457 

1378 

3079 

611 

3846 

32% 

1057 

2239 

415 

2881 

42085 

1977-78 

4281 

1534 

2747 

336 

3945 

3357 

12.58 

2099 

237 

3120 

46309 

1978-79 

5447 

1697 

3750 

1003 


4404 

1452 

2952 

722 

.3682 

47,375 

1979-80 

5414 

1772 

3642 

774 

4640 

4976 

1687 

3289 

650 

4326 

41323 

1980-81 

4864 

1892 

2972 

99 

4765 

4864 

1892 

2972 

99 

4765 

44649 

1981-82 

4741 

1878 

2863 

154 

4587 

5447 

2066 

3381 

230 

5217 

49139 

1982-83 

4865 

18.57 

3008 

189 

4676 

6081 

2275 

3806 

213 

5868 

483.59 

1983-84 

4406 

1843 

2563 

147 

4259 

6118 

2495 

.3623 

253 

5865 

53525 

1984-85 

4888 

1822 

3066 

291 

4597 

7011 

2707 

4304 

408 

6603 

54061 

1985-86 

4641 

1631 

3010 

267 

4374 

7537 

2842 

4695 

360 

7177 

542 IK 

1986-87 

4360 

15.50 

2810 

213 

4147 

7775 

29.36 

4839 

389 

7386 

.5.3281 

1987-88 

4782 

1580 

3202 

205 

4577 

9247 

3370 

5877 

419 

8828 

53479 

1988-89 

4737 

1485 

3252 

86 

4651 

10051 

3509 

6.542 

226 

9825 

62214 

1989-90 

4782 

1298 

3484 

168 

4614 

11183 

3424 

7759 

442 

10741 

63263 

1990-91 

5708 

1318 

3760 

166 

4912 

12955 

m\ 

9214 

4.56 

12499 

6.5653 

1991-92 

5068 

1162 

3906 

127 

4941 

I476I 

3900 

10861 

439 

14322 

64072 

1992-93 

5137 

- 

- 

- 

- 

17201 

- 

- 

1404 

15797 

67218 


Soun ex Nututtud Avctmnts StaiistuA, June 1989, March (990. ond August 1994. Central Stalistica] Organisation, GOI. 
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Plan. 1994*93 state that, the 
complementartty hetween public and 
private investment is most pronounced in 
agriculture where public investment has 
stagnated or even declined. The decline in 
public investment has also induced a decline 
in private investment. The annual Economic 
Survey, 1993-94 and 1994-95 have also 
fallen in line, although not so forthrightly. 
The surveys at the same time recognise that 
the problem of decline in public capital 
formation is not one of resource flow to 
agriculture but of "balance’ between current 
accounts expenditure on subsidies and 
expenditure on capital formation. On an 
optimistic note but a defensive trail, 1994-95 
Survey points to what it calls a "welcome 
reversar of the declining ratio of gross 
capital formation (public and private) to 
current account expenditure on agriculture 
(centre and states) in 1993-94. Since this 
ratio is inclusive of private capital 
formation, in effect it sidetracks the real 
issue raised, namely, the decline in public 
capital formation vis-a-vis current account 
expenditure. 

In the present study we have taken issue 
with these claims and contentions in 
particular with the hypothesis of 
cofhplementanty. As a prelude to the 
analysis we have carefully examined the 
CSOdataon capital formation in agriculture 
and found them suffering from 
underestimation in respect of the private 
household sector on several grounds. We 
have sought and provided explanation of 


the behaviour of public and private capital 
formation in agriculture during the post¬ 
green revolution period of the 1980s in 
terms of its political economy. Since capital 
accumulation for the sake of accumulation 
is meaningless, we have examined the 
efficiency of capital use in Indian 
agriculture during the last three decades. 

Finally, we have argued along the line 
of M L Dantwala that the relevant question 
is not simply investment in agriculture but 
for agriculture. We have at the same time 
tried to reflect upon the prospects of public 
investment in agriculture, particularly* in 
medium and major irrigation which 
accounts for hulk of public investment in 
agriculture. The results of the ittudy are 
presented below in summary forms. 

The CSO statistics on private household 
real gross/capital formation in agriculture 
for the decade of 1980s are underestimates. 
Change in stocks for this sub-sector relate 
to livestock only. Supplies and materials, 
works in progress and outputs held by the 
farming households during the accounting 
year have not been included in the change 
in stock in the household sector. Inventories 
of cash crop outputs held by the farming 
households have been ‘assumed to be 
negligible". And, those of food crops held 
by them have been accounted in the trade 
sector. In respect of livestock itself a check 
from the Livestock Censuses reveals that 
the change in those stocks have been 
underestimated and the series for the 1980s 
is inexplicably erratic. The estimates of 


fixed capital for the households sector under 
the category "construction of assets' are all 
problematic based as these are on the dated 
RBI Survey and made dependent on the 
index of agricultural production. 

For the sake of argument, and as the 
second best available alternative, we have 
accepted the CSO statistics as they are, and 
subjected them to a trend analysis, covering 
the period from 1960s to 1980s. In brief, 
the results for the 1980s are as follows. 
Public sector real capital formation at the 
base of 1980-81 continued to decline 
through the decade. In contrast, private 


Appendix Table 3: Per Cent Share of 
Agriculture Sector in Total GDP 
AT 1980-81 Prices 


Penod 

Share of Agriculture 
in GDP 

1 ThiftlPlan 

46.63 

1961/62- I96.V66 

2 Annual Plans 

43,71 

1966/67 - 1968/69 

3. Fourth Plan 

42.87 

1969/70- 1973/74 

4 Fifth «>lan 

40.47 

1974/75-1978/79 

5 Sixth Plan 

.36.76 

1980/81 - 1984/85 

6 Seventh Plan 

32.72 

1985/86- 1989/90 

7 1961/62-1967/68 

45 75 

8 l%8/69-1978/79 

41.89 

9 1979/80-1989/90 

35 03 


Source - Same as in Table 2. 


Appendix Table 2‘ Expi-NtmiRE on Agriculture and Irrigation by Central* and State Governments 

{Rs crore) 

_ ^ Aggregate Disbursement s of Central and State Governments 

Excluding GDP Ongi- 
Inteiest nating in 
Payments, Agriculture 

Subsidies at Current (4) as (3) as (8) as Per (8) as 

Revenue Account _ Capital Account _Total and Defence Prices Per Cent Per Cent Cent Per Cent 

Year Agriculture Irrigation Total Agriculture Imgation Total Col. 4^>7 1otal of (8) of (6) of(lO) of (I I) 

(I) (2) (3) (4) (5) (6) (7) (8) (9) . (lO) (II) (I2) (I3) (I4) (I5) 


1970-71 

173 

59 

232 

1 

296 

297 

529 

8847 

6838 

16821 

43.86 

19.93 

7.74 

3 14 

1971-72 

216 

69 

285 

2 

348 

350 

635 

10511 

8044 

17105 

44.88 

19.83 

7.89 

3.71 

1972-73 

161 

238 

399 

19 

348 

367 

766 

12319 

9547 

18772 

52.09 

68.39 

8.02 

4.08 

1973-74 

167 

260 

427 

11 

349 

360 

• 787 

13482 

10407 

24836 

54.26 

74.50 

7.56 

3.17 

1974-75 

" 230 

382 

612 

340 

551 

891 

1603 

16255 

12533 

27057 

38.18 

69.33 

12.79 

5.92 

1975-76 

292 

435 

727 

350 

659 

1009 

1736 

19912 

15500 

26651 

41.88 

66.01 

11.20 

6.51 

1976-77 

410 

486 

896 

46 

939 

985 

1881 

22298 

17029 

27105 

47.63 

51.76 

11.05 

6.94 

1977-78 

518 

574 

1092 

-63 

11.35 

1072 

2164 

24422 

18544 

32238 

50.46 

.50 57 

11.67 

6.71 

1978-79 

659 

717 

1376 

128 

1327 

1455 

2831 

28194 

21504 

32815 

48.60 

54.03 

13.16 

8.63 

1979-80 

628 ' 

792 

1420 

293 

1506 

1799 

3219 

31670 

23838 

33586 

44.11 

52.59 

13.50 

9.58 

1980-81 

720 

928 

1648 

344 

1675 

2019 

3667 

39160 

30247 

42466 

44.94 

55.40 

12 12 

8.64 

1981-82 

871 

1059 

1930 

149 

1864 

2013 

5591 

44479 

34057 

47736 

34.52 

56.81 

16.42 

11 71 

1982-83 

1002 

1167 

2169 

84 

1979 

2063 

4232 

52057 

39645 

50527 

51.25 

58.97 

10.67 

8..38 

1983-84 

1219 

1409 

2628 

163 

2196 

2859 

4987 

59989 

45157 

61241 

52.70 

64.16 

11.04 

8.14 

1984-85 

1390 

1574 

2964 

751 

2428 

3179 

6143 

71654 

53637 

65135 

48.25 

64.83 

11.45 

9.43 

1985-86 

3300 

2097 

5397 

639 

2681 

3320 

8717 

84470 

62677 

69911 

61.91 

78.22 

13.91 

12.47 

1986-87 

4011 

2674 

6685 

^9 

2880 

2831 

9516 

101602 

74975 

74438 

70.25 

92.85 

12.69 

12.78 

1987-88 

3855 

3102 

6957 

-80 

3057 

2977 

9934 

111162 

80174 

81458 

70.03 

101.47 

12.39 

12.20 

1988-89 

(RB) 

4584 

3595 

8179 

73 

3234 

3307 

11486 

129231 

91970 


71.21 

111.16 

12.49 



Source: Shetty, S L, 1990. Investment in Agriculture. Brief Review of Recent Trsnds,' Economic and Political Weekly, February 17-24. 
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sector capital formation continued to nse 
throughout the decade with minor variation 
during 1980-81 to 1983-84. Total capital 
formation .shows a mixed trend. A marginal 
decline up to 1987-88 and then a rise made 
possible by private sector more than 
compensating the fall in the public sector 
capital formation. 

By definition complementarity is a 
relationship of being and acting together 
so as to produce an outcome which neither 
of the complements can produce all by 
itself. Complementarity does not stand for 
a causal relationship. Therefore, fitting a 
regre.s.sion equation between private and 
public capital formation series, finding high 
positive elasticity of the former with respect 
to the latter and thereby claiming high 
complementarity between the two is doing 
violence to the concept of complementarity. 
This method or approach based as it is on 
the assumption of causality is the wrong 
one for providing or disproving 
complementarity. Complementarity can be 
properly explored only at the level of 
investment projects, as for instance private 
investment in field channels corresponding 
to public investment in canal irrigation 
The benefits of the latter cannot accrue 
without the former, hence complementary. 
At the macro aggregate level of the capital 
formation senes, if one is forced to explore 
complementarity one can approach the 
problem this way. Start by supposing that 
the two series are complementary. It f ollows 
from the definition that if the suppo.sition 
is true the direction and rate of movement 
of the two series from any given position 
ihust be the same and of similar order, if 
not identical. Otherwise the supposition is 
false. We have shown that the supposition 
is indeed false since during 1960s and 
1970s though the movement of the two 
scries was in the same direction, their rate 
of movement was quite disparate, and 
during the 1980s they simply moved in 
divergent direction. The complementarity 
hypothesis, therefore, stands refuted. 
Incidentally, we have also clarified that 
complementarity and inducement effect are 
two different things, and should not be 
confused with each other. The latter is 
causal. It arises due to positive as well as 
negative externafities of investment 
projects. 

laboured explanations have been offered 
for the decline of public capital formation 
and also the decline of private capital 
formation in agriculture during the 1980s. 
Since on a trend basis, far from a decline, 
private capital formation continued to rise 
during this period, the explanations for its 
decline are irrelevant. As for the decline 
in public capital formation two factors are 
.said to be responsible: (1) decline in the 
proportion of public expenditure (plan and 
non-plan) on agriculture and irrigation, 


and (2) rapid rise in the proportion of 
current account expenditure to the total 
public expenditure on agriculture. Whereas 
the second factor is factually correct, the 
first is not. In nominal terms the proportion 
of expenditure (centre and state.s) on 
agriculture and irrigation during the 1980s 
ranged between 11 to 14 per cent of the 
total compared to 3 to 13 per cent during 
the 1970s. The proportions for the 1980s 
need to be further augmented due to 
expenditure on agriculture and irrigation 
under rural development, which came to 
be listed as a separate head of account since 
the Sixth Plan. Our examination shows that 
between one-third to half of plan 
expenditure on rural development ought to 
he credited to agriculture and irrigation 
.schemes. 

The real behavioural explanation of the 
simultaneous rise in public expenditure on 
agriculture and irrigation, rise in the share 
of current account expenditure, decline in 
public capital formation and rise in private 
capital formation lies in the political 
economy of the agricultural policies which 
took root since the Janata government in 
the late 1970s. Success of the green 
revolution galvanised the farmers into 
politically conscious, interest seeking, 
organised groups vis-a-vis government 
policies. They and their interest came to 
determine the nature and content of 
agricultural policies, the pattern and size 
of public expenditure on agriculture. It had 
been in their interest first to maximi.se 
current account expenditure which directly 
accrues as subsidies and then out of the 
balance available for capital formation 
maximise the share to support private capital 
formation in the form of soft term loans 
and capital grants, the re.sidual only being 
available for public capital formation. It is 
noteworthy that whereas public financing 
of private capital formation in the green 
revolution period was of the order 35 per 
cent, it went up to 60 per cent in the post¬ 
green revolution period, i e, 1980s. It is 
not surprising that while the country is 
currently faced with the problem of 
reducing the fiscal deficit, farming interests 
remain unaffected, well secured. There is 
no political party from the Left to Right 
which is immune or can afford to remain 
immune to farmers interest, far from 
opposing it. The state has lost its autonomy 
with regard to agricultural policies. It has 
become instrumental. 

Our results in respect of the efficiency 
of capital use in Indian agriculture show 
continuous improvement since the Seventh 
Plan (1969-74). The incremental capital 
output ratio (ICOR) fell from about 7 in 
the pre-green revolution period to about 4 
in the green revolution period and further 
to 2.4 in the post-green revolution period 
of the 1980. Correspondingly, the marginal 


efficiency of capital increased from 0.15 
to 0.28 and fuithcr to 0.41 during the time 
when public capital formation declined. 
This improvement was due to 
comparatively higher sectoral GDP growth 
than that of fixed capital formation in the 
successive periods. 

In this context there are two more facts 
worthy of note. Firstly, agriculture sector* s 
own rate of investment, the ratio of fixed 
capital formation to its GDP on the average 
increased from about 7 per cent in the pre- 
green revolution period to 8 percent in the 
green revolution, and further to 9 per cent 
in the post-green revolution period. Second, 
since the share of sectoral GDP fell from 
46 to 42 and further to 35 per cent of the 
national GDP in the corresponding periods, 
it turns out that the rate of fixed capital 
formation in agriculture was maintained at 
3 per cent of the national GDP throughout 
the 30-year period under consideration. 
This is a remarkable feature of care for 
agriculture for any developing country in 
the world. The thesis of neglect of 
agriculture, often voiced in the literature, 
is in fact baseless. Furthermore, there is 
nothing disastrous about the fall in the 
share of a sector in total investment of the 
economy when its share in the GDP falls. 
What is relevant is the sector's own rale 
of investment, which in the case of Indian 
agriculture has been rising. 

Finally, our argument in the present .«^^tudy 
has not been against public sector capital 
formation in agriculture Our attempt 
instead has been to examine the problem 
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afttsdecltnedtiringihe 19M»tnthebn>ader 
context rather than accept the caae based 
upon the false premise of complementarity 
with private capital formation. Public 
investment in and for agriculture in the 
form of infrastructure is and will continue 
to be important on its own for agricultural 
growth. Just as public investment in major 
and minor irrigation systems is necessary 
and desirable so is public investment in 
rural roads, power supply systems, input 
delivery depots and market yards, the 
former counted as investment in agriculture 
and the latter for agriculture. 

Notes 

(We wish to express our gratitude to P N Dhar, 
S K Ray, S Hir^ima and B D Dhawan for their 
comments and suggestions on the draft of this 
paper. Dhar was also kind to suggest textual 
and stylistic changes, besides providing 
encouragement. We also benefited from the 
comments made at the staff seminar held at the 
lEG. The views held here, and errors if any are 
entirely our own.) 

1 Inventories consist of materials and supplies, 
work'in-prqgress and finished products and 
goods in possession of producers and dealers 
at pic end or the beginning of the accounting 
year. 

2 Total inventory in agriculture and allied 
activities in period t net of inventory of the 
public sector yields inventory in the private 
sector. The difference of inventories in t and 
t-l gives us the change in slocks for the 
public and the private sectors. Since we have 
the information on GCF in these sector and 
since GCF, = GFCF, + Change in slocks 
during t, it IS easy to generate figures of 
GFCF and change in stocks in agriculture 
and its break-up between the public and 
private sectors since 1981-82 as presented 
in Table I. 

3 Other categories of animals included in the 
inventory are; (1) unproductive adult bovines. 
insignificant and dwindling in number. (2) 
goats under one year, growing in number, 
(3) female goats of one year and above not 
in milk again growing in number. (4) female 
goats of one year and above not in milk again 
growing in number, (5) pigs, and (6) poultry, 
too growing. 

4 For the same reasons, the CSO estimates of 
change in stocks in agriculture for the years 
1978-79 and 1979-80 os given in Appendix 
Table I appear to be absurdly high. These 
years require to be excluded, therefore, from 
a study of trends in capital formation as we 
have done for analysing the trend in this 
section. 

5 The other sub-groups are: machinery and 
equipment including agricultural 
implements; additions to livestock: and 
change in stocks. 

b Since the formation of the Janata government 
at the centre in 1977, farmer politicians have 
held the cabinet position as minisien of 
agriciiiitife. Agricultural Prices Commission, 
which was originally an expert advisoiy body, 


was renamed and reconstituted to 
aocommodalc farmers' representatives. Late 
Raj Krishna shared with one of us in a 
private meeting in his office in the Yojana 
Bhawan some time in 1978 what difficulty 
he was facing with Chaudhary Charan 
Singh, the then deputy prime minister who 
wanted the share of plan allocations for 
agriculture to be raised substantially Given 
the input-output table, intersectoral plan 
model runs would not yield a higher shore 
allocation for agriculture than in the 
preceding plans. Raj Krishna tried to satisfy 
the Chaudhary by pointing to allocations in 
other sectors like power and fertiliser 
industry which were indeed for agriculture. 
Whereas this was welcome. Raj Krishna’s 
argument thai agriculture sector would not 
be able to ab.sorb higher allocation 
directly. Chaudhary would not understand. 
Later in 1979 at the function to celebrate his 
appointment as prime minister he talked 
about ‘Kisan power' and proclaimed 
himself as the ‘First Kisan Prime Minister 
of India*. That penod also inaugurated a 
brand of competitive populism that would 
not be restrained by financial norms 
Note, for instance, the loan write-offs and 
subsidies for every damn thing like cattle- 
feed 

7 The noticeable fall in the ratio since 1989- 
90 is attributable to the massive loan write¬ 
off of the Janata Dal government, which put 
the financial institutions out of gear. Populist 
politicians fail to realise that offer of bonanza 
at public cost results in the accrual of one 
time gain at u loss of longer term gain. 

8 These proportions reflect the general 
financing pattern In case of projects for 
scheduled castes and scheduled tribes the 
grant portion ranges from 50 to 75 per 
cent For conversion of land under 
shifting cultivation into permanent 
cultivation the proportion goes up to I (K) per 
cent in some of the hill stales of the north- 
cast India 
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Poverty in Rural Punjab 

Trend over Green Revolution Decades 

HSShersiU 
Gumuril Singh 


The widely shared view that there has been no significant decline in poverty in Punjab despite the impressive 
agricultural growth of the last three decades does not square with the observed ground reality in the state* s villages. 
Analysis of trends in rural poverty in Punjab shows that there is a decline not only in the proportion of the poor, 
but also in their absolute numbers. 


A widespread impression prevalent in 
academic circles is that theie has been no 
significant decline in poverty in rural Punjab 
despite the impress! ve growth of agricultural 
production and productivity over the last 
three decades of the green revolution. In 
fact, this view has gained considerable 
notoriety and is now frequently cited to 
illustrate how a successful agricultural 
revolution may byoass the rural poor. One 
or two examples from recent literature will 
probably suffice to show the wide currency 
this impression has gained. In a recent work 
Michael Upton (1989, p 4) has asserted, 
**Yet even in the Indian Punjab, which has 
consistently been at the cutting edge of 
technical change in LDC food production, 
the proportion of poor people unable to 
afford minimum safe diets has fallen very 
slowly, and even that only recently. In 
1965-1975 ~ while the MVs were spreading 
over more than 70 per cent of Indian 
Punjab’s farm land (and more thdn doubling 
its food yield)-there may have been no 
improvement at all in human nutrition, in 
the proportion of poor people or in the 
average severity of tljjfjir poverty”. Around 
the same time PramitOtiaudhuri(l 99 l,p 19) 
was also citing the Punjab case in same vein. 
”While poverty in Punjab showed no secular 
increase, there was no evidence that 
agricultural growth has brought about a 
decline in the number of poor there”. This 
impression of no significant decline in 
poverty in rural Punjab, however, does not 
square well with the observed ground reality 
in the Punjab villages today. Anyone visiting 
Punjab countryside today finds even 
agricultural labourers quite well-fed and feels 
the conspicuous absence of destitutes in the 
streets and the houseless on the outskirts of 
the villages. Moreover, this scene of well- 
fed agricultural labourers and destitute free 
villages streets cannot be easily dismissed 
as mere impressionistic - even a survey by 
NSS in 1^0-91 [Government of India, 
NSSO 1994, p 90] did not find any rural 
household in Punjab whose members were 
not getting two square meals a day on all 
the 365 days of the year. If that is the ground 
reality of rural Punjab, then why does this 
impression of 'no decline in rural poverty 


in Punjab’ persists in academic circles. 
Ahlu walia'.s (1978) study seems to be largely 
responsible for creating this impression in 
the minds of scholars; the absence of any 
subsequent conclusive evidence to the 
contrary seems to have helped in keeping 
it alive. Our search of literature suggests that 
no systematic analysis of trends in rural 
poverty in the reorganised Punjab for the 
entire period of the last three decades or so 
seems to exist. That is, in fact, what prompted 
us to make a systematic analysis of the 
nature and pace of trend in rural poverty in 
Punjab over these three decades of the green 
revolution, and the results of our exercise 
are reported in this paper. 

Overview of Existing Studies 

In the existing studies trend in niralpoverty 
in Punjab has been analysed, in most cases, 
as part of the exercise on trends in rural 
poverty in different states of India. The 
results of the existing studies on the nature 


of time-trend in rural poverty in Punjab arc 
quite conflicting; in fact one finds all the 
three types of Conclusions - upward trend, 
no time trend, and downward trend. For 
example, Bardhan (1973) and Rajaraman 
(1975) found an upward trend in rural 
poverty in Punjab during the 1960s; 
Ahluwalia (1978) reported the absence of 
any trend in rural poverty in Punjab-Haryana 
over the 1957-58/1973-74 period; Chadha 
(1986) found a downward trend over the 
1966-67/1977-78 period; recently Minhas 
et al (1991) reported the absence of any trend 
during the decade of 198()s; and still more 
recently Ninan (1994) has reported 
insignificant trend coefficients for rural 
poverty in Punjab during I964-65/196S-69 
as well as 1969-70/1986-87 period. In 
addition to their conflicting conclusions on 
the nature of time-trend in rural poverty 
in Punjab, these studies also .suffer from 
some other weaknesses that considerably 
erode their reliability and relevance for 
understanding the nature of temporal changes 


Table I: Number/Profortion of P(kw'Ultra Poor in Rural Punjab, 1960-61 to 1990-91 


Year 

_Bistt_ 

_Ultra Poor_ 

Number 

(Lakhs) 

Per cent 
of Rural 
Population 

Number 

(Lakhs) 

Per cent 
of Rural 
Population 

1960-62 

13.24 

•5.45 

6.00 

7.00 

1963-64 

2464 

27.44 

14.21 

15.83 

1964-65 

23.85 

26.07 

13.95 

15.25 

1965-66 

28.95 

31.05 

13.97 

14.98 

1966-67 

27.68 

29.14 

11.66 

12.28 

1967-68 

32.56 

33.64 

16.57 

17.21 

l%8-69 

17.31 

17.55 

7.83 

7.94 

1969-70 

22.93 

22.82 

12.20 

12.14 

1970-71 

17.95 

17.34 

6.27 

6.12 

1972-73 

14.89 

14.06 

5.91 

5.58 

1973-74 

17.43 

16.20 

6.07 

5.64 

1977-78 

11.94 

10.40 

4.91 

4.28 

1983 

12.04 

9.61 

4.28 

3.42 

1986-87 

9.79 

7.40 

3.78 

2.86 

1987-88 

11.39 

8.48 

4.60 

3.42 

1988-89 

11.n 

8.14 

2.93 

2.15 

1989-90 

3.49 

2.52 

2.54 

1.84 

1990-91 

4.86 

3.45 

0.69 

0.49 


Notes: 1 Poverty Line » Bardhan poverty line of Rs 15.90 per capita monthly expenditure 
at 1960-61 prices, inflated with consumer price index for agricuitnral labonen. 

2 Ultra poor s Those whose monthly per capita expenditure is less than 80 per cent of 
poverty line for that year. 
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in rural poverty in Punjab over the green 
revolution decades. Firstly, all these studies 
are confined to one or the other segment of 
this period and none has gone into the nature 
of trend over the entire period of about 
three decades. Furthermore, most of these 
studies are for the combined territories of 
Punjab and Haryana states and therefore 
not exactly relevant for understanding the 
nature of trend in rural poverty in the 
reorganised state of Punjab that came into 
existence in 1966. Lastly, these studies are 
also incomplete in the sense that only 
temporal changes in the proportion of poor 
in rural population has been studied; no 
examination of temporal changes in the 
absolute number of poor in rural Punjab 
has been attempted. In the present study, 
we have made an attempt to discern the 
nature and pace of trends in the number 
as well as proportion of poor and ultra poor 
in the rural areas of the reorganised state 
of Punjab over the entire period of three 
decades (1960-61 to 199(>-91) for which 
information is available. 

Data 

Estimates of poverty in rural Punjab 
presented in this paper are based on the 
information on consumer expenditure 
distribution available in various NSS 
consumer expenditure survey reports. In the 
NSS reports separate tables on consumer 
expenditure distribution for the reorganised 
Punjab state start from 1963-64 onwards 
and 1990-91 is the latest year for which 
such information is available. For 1960-62 
period, we have worked out estimates on 
incidence of iTiral poverty in the reorganised 
Punjab state from the information available 
in Rajaraman (1975). To obtain an adequate 
sample size, she had pooled data for NSS 
16th and 17th rounds and that is why we 
have an average estimate for these two 
years (1960-61 and 1961-62) taken 
together. So our estimates of incidence of 
poverty in rural Punjab cover almost the 
entire span of three decades (1960-61 to 
1990-91) which corresponds approximately 
to green revolution period in Punjab. 

For estimating the number and proportion 
of poor in each year for which information 
was available, the widely used Head count 
ratio and the well known Bardhan (1973) 
poverty line was used. The base year 
poverty line for rural Punjab (Rs 15.90 per 
capita monthly expenditure at 1960-61 
prices) was inflated for the subsequent 
years on the basis of changes in consumer 
price indi% for agricultural labourers. The 
number and proportion of the extremely 
poor (called ultra poor) was also estimated 
for each year; these ultra poor being defined 
as those whose monthly per capita 
expenditure was less than 80 per cent of 
the poverty line for that year. 


Tabls 2a: Tmchds in Number/Proportion of Poor in RttRAL 
Punjab: Reoression Result (1960-61 m 1990-91) 


Row Time 

Dependent 

R-Sqr 

Intercept 

Slope 

No Period 

Varitd>le 



Coefficient 


(Log Form) 



of Time 


1 

1960-62 

Proportion 

0.78 

3.5805 

-0.0638* 


to 




(7.58) 


1990-91 

Number 

0.66 

3.4145 

-0.0472* 






(5.61) 

2 

1960-61 

Proportion 

0.76 

3.4487 

-0.0487‘ 


to 




(6 58) 


1988-89 

Number 

0.57 

3.2825 

-0.0322- 






(4.34) 

3 

1960-62 

Proportion 

0.54 

3 4479 

-0.048.*)* 


to 




(3 56) 


1983 

Number 

0.33 

3.2792 

-0.0317'* 






(2.32) 

4 

1963-64 

Proportion 

0.86 

3.5343 

-0.0714* 


to 




(9 66) 


1990-91 

Number 

0.79 

3 4194 

-0.0549* 






(7 43) 

5 

1963-64 

Proportion 

0.89 

3.4368 

-0.0508* 


to 




(10.38) 


1988-89 

Number 

0.81 

3 3213 

-0.0403* 






(7.45) 

6 

1963-64 

Proportion 

0 82 

3.4925 

-().066()* 


to 




(6 78) 


1983 

* Number 

0.72 

3 3752 

-0.0491“ 






(5.10) 

Notes: I Proportion is per cent of population; Number is in lakh person.s 



2 Figures in parentheses are t-valucs. 




3 a indicates significant at 1 

per cent for a two-tail test 






Table 2b: Trends in Number/Proportion of Ultra Poor in Rural 
Punjab: Regression Results (1960-61 to 1990-91) 


Row 

No 

Time 

Period 

Dependent 
Variable 
(Log Form) 

R-Sqr 

Intercept 

Slope 
Coefficient 
of Time 

I 

1960-62 

to 

Proportion 

0.77 

2.9494 

-0.0806* 

(7 45) 


1990-91 

* Number 

0.69 

2.7840 

-0.0641* 

(5.93) 

2 

1960-61 

to 

Proportion 

0 77 

2 8106 

-0,0651* 

(6.86) 


1988-89 

Number 

0.65 

2.6467 

-0 0485* 

(5 13) 

3 

1960-62 

to 

Proportion 

0.59 

2.8323 

-0.0679* 

(3.9.5) 


1983 

Number 

0.45 

2.6639 

-0 0510'’ 
(2.98) 

4 

1963-64 

to 

Proportion 

0.85 

2.8796 

-0.0895* 

(9.05) 


1990-91 

Number 

0.78 

2.7647 

-0.0731* 

(7 40) 

5 

1963-64 

to 

Proportion 

0.89 

2.7775 

-0.0748* 

(10.07) 


1988-89 

Number 

V' 

0.83 

2.6622 

-0 0582- 
(7.89) 

6 

1963-64 

to 

Proportion 

0.83 

2.8641 

-0 0894* 

(7 09) 


1983 

Number 

0.77 

2.7469 

A ) 0726* 
(5.83) 


NfHes: 1 Proportion is per cent of population; Number is in lakh persons 

2 Figures in parentheses are t-values. 

3 a indicates significant at I per cent for a two-iail test. 
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AnaI.YSIS t)F Trknos in Povurty 

The cstimaled number and proportion of 
poor and ultra poor in rural Punjab in 
different years of this 30-year period is 
given in Table I. Even a visual inspection 
of the information in this table leaves little 
doubt about poverty incidence having 
declined in rural Punjab during these 30 
years The peaking ot poverty incidence in 
rural Punjab in the mid-1960s and 
considerable year to year fluctuations around 
a downward trend are also quite evident in 
the four poverty senes presented ip this 
table. The statistical analysis of nature of 
trend in the number and proportion of poor 
and ultra poor was done through three 
different procedures, (i) by estimating semi- 
log trend equations through OLS; (ii) by 
testing the statistical significance of sign and 
size of differences in the mean number and 
proportion of poor and ultra poor in the 
second sub-period (1977-78 to 1990-91) 
compared to the first sub-period (1960-61 
to 1973-74): and (in) with the help of a non- 
parametric rank test for trend 

To begin with the semi-log trend equation 
(log y = a + b Time) was fitted to all the 
four poverty senes given in Table I These 
trend equations were estimated for the entire 
30-ycar pernxi and the results are reported 
in Table 2a (row one) and Table 2b (row 
one). The estimated trend coefficients in all 
the four cases (number/proportion of poor/ 
ultra poor) are siatisiically significant at one 
percent level and have negative signs. The 
sensitivity of these negative trend coefficients 
to changes in the base and terminal years 
was tested by rc-estimating these four 
equations by alternatively dropping a few 
observations at each of the two end points 
of this 1960-61 to 1990-91 penod. In all five 
sets of two equations each (separately for 
poor and ultra poor) were estimated for this 
purpose and the results of that exercise arc 
also detailed in Table 2a and Tabic 2b (rows 
two to five). The robustness of the downward 
trend in the number and proportion of poor, 
indicated by the initial exercise, was clearly 
confirmed by this .sensitivity analysis; the 
trend coefficient being negative and 
significant at one per cent level in each ol 
the 20equations reported in these two tables. 

Next, we tested the sign and size of the 
difference in the mean number and proportion 
of poor and ultra poor in the second sub- 
period (1977-78 to 1990-91) compared to 
the first .sub-period (1960-61 to 1973-74). 
The entire 30-ycar period (1960-61 to 
1990-91) was broken into two equal 
segments, but since information for the 
years 1974-75 to 1976-77 is not available, 
so the sub-periods end and start respectively 
at 1973-74 and 1977-78. The two sub-pcntxls 
also correspond approximately to the initial 
and mature phases of green revolution in 
Punjab. The difference in the means of the 


two sub-periods was tc.sted with the help of 
the following single dummy explanatory 
variable regression model: y = a-i-bD, in 
which D IS the dummy variable that takes 
values of zero for obscrvation.s in the first 
sub-period and values of one for 
observations in the second sub-penod. The 
sign and size of the coefficient of this dummy 
variable (D) will indicate the nature and size 
of the differences in the mean number and 
proportion of poor and ultra poor in the 
second sub-penod compared to the first sub- 
period [Gujarati 19881. The advantage of 
this procedure is that it not only avoids the 
assumption of continuous decline in poverty 
at a uniform rale throughout the 30-ycar 
penod, (which is implicit in the previous 
exercise), but also poses the questions in a 
more straight manner, i e, whether or not 
the mean number and proportion of poor and 
ultra poor was significantly lower in the 
second sub-penod compared to the first sub- 
period. The results of this exercise are 
presented in Table 3 and clearly reveal a 
significant and .substantial fall in the number 
and proportion of poor and ultra poor in the 
second sub- period. This exercise reveals that 
the mean proportion ol’Toorand ulna poor, 
and the mean number of ultra poor had 
fallen to less than one-ihird in second suh- 
peiiod, of that m the first sub-penod Even 
the mean number of poor in the second 
period had fallen to less than unc-halfot that 
in the first period 

Finally, we applied the rank test [Kendall 
1955) to find out whether or nol these four 
poverty senes (given in Table 1) arc 
permeated by a downward trend. This 
procedure is even le.ss restrictive than the 
proceeding one because not only no 
assumption is made about the mathefn‘>i»t:al 
form of trend permeating the senes, but 
also about the nature of distnbulion of the 


series. The results of this exercise are given 
in Table 4 and again confirm the downward 
trend in the number and proportion of poor 
and ultra p(H)r indicated by the previous two 
exercises. It may be seen that the computed 
Kendall Tau Statistic has negative sign and 
quite high absolute value in all the four cases 
and is statistically significant at one per cent 
level. On the basis of these three sets of 
statistical results one can say with some 
confidence that number and proportion of 
poor and ultra poor in rural Punjab declined 
significantly and substantially over this 
30-ycar period. 

Did Trend Raiv: Change Midway Over 
This Period*’ 

In the literature one finds conflicting 
assertions aboutchangein the trend in poverty 
in rural Punjab somewhere in middle of this 
penod. For example, Lipion (1989) 
emphasises that poverty in rural Punjab did 
not decline during the first phase of green 
revolution (1965-75), but declined slowly 
in the subsequent years. On the other hand, 


Tabi 1.4 Rank Tm roR Tki sr) Rhsi'i t.s 
Time Penod. 1960-61 lo 1991) 91 
No of Observaiiori 18 


Variable 

Kendall 
\ ail 

Statistic 

('omputed 

/--Valuev 

Number o( poor 



(lakh.s) 

0 66 

t 79- 

Pntporlion i»f 

III |>(>|Hitaii()n 

-0 71 

4 09 “ 

Number ot uliiu 

poor (lakhv) 

0 7S 

4 32" 

FToportion of ultra 

pool in population 

0 84 

4.85* 


Note a indicates significant at one percent level 

for a two-tailed lest 


TAm.E 3. Comparison nr Mean Number/Proportion of Poor/Ultra 
P cxw IN THE 1 Period and 11 Period 
I Penod = 1960-61 lo 1971-74, 11 Period - 1977 78 to 1990-91 
Estimated Equation y - a+b D D= 0 for the first penod = I for the second period 


Dependent 

Variable 

Mean of 

First Period 

(a) 

Differential 
Intercept 
Coefficient 
of the Second 
Period 
(b) 

R-Sqr 

Mean of 
the Second 
Period 

(a+b) 

Per cent of 





poor in 

22.80 

>15.65* 

0.66 

7.15 

population 


(5 5.5) 



Number of 

21.93 

-52.70- 

0.60 

9.23 

poor (lakhs) 


(4.86) 



Per cent of 

10.90 

~8 26- 

0 58 

2.64 

ultra poor in 


(4.67) 



population 





Number of 

10.42 

-7 03a 

0.54 

3.39 

ultra poor 


(4.37) 



(lakhs) 






Notey. Figures in parentheses are t-values and a indicates significant at one per cent level 


for a two-tail test. 
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Minhas et al (1) conclude that there was 
no decline in rural poverty in Punjab during 
the decade of 1980.s. Ofeourse, it is possible 
that the trend rate of decline in rural poverty 
may have changed as the green revolution 
technology became widespread and entered 
Its mature phase. The search lor a change 
in the trend rate during this period was made 
with the help of the following regression 
model (Gujarati 19881* 

log y = aO+bO (Time) +alD+bl (Time. D) 

In this mcxJci D is the dummy variable that 
takes value zero for observations in the base 
period and value one for observations 
pertaining to the period over which change 
in trend is being investigated. The sign and 
S 1 /.C of the differential intercept (al) and 
differential slope (bl) coefficients will 
indicate the nature and quantum of change 
in trend over the period under consideration. 
The change in trend was probed with 
reference to the following three points of 
time; (i) after 1972-73, i e, beginning with 
1973-74; (ii) after 1976-77, i e, beginning 
with 1977-78; and (lii) after 1982, i e, 
beginning with 1983. This procedure helps 
in making an empincal search for change 
in trend in rural poverty at some point during 
the decade of I97()s, as green revolution u\ 
Punjab entered its mature pha.se In all, four 
sets oflhrec equations each were estimated 


for this purpose and the results are displayed 
in Table 5. It may be observed that none 
of the differential intercept or differential 
slope coefficients in these 12 equations is 
statistically significant even at 10 per cent 
level. The clear conclusion that emerges 
from this exercise is that over this 3()-year 
period there was no significant break 
(change) in the trend rales of decline in the 
number and proportion of poor and ultra 
poor in rural Punjab. The trend rates of 
decline indicated by our initial exercise 
(Table 2a -and Table 2b, row one) are, 
therefore, quite valid for the entire period 
of three decades (1960-61 fo I99(;-9I). 

The conversion of ihcsc trend 
coefficicnis. reported in row one of Table 
2a and Tabic 2b (row one), into per cent 
per year rates of decline reveals that the 
number and proportion of poor in rural 
Punjab was declining at the annual rates 
of 4 84 per cent and 6.59 per cent 
respectively during these three decades 
The number and proportion of ultra poor 
was declining even at faster annual rates 
of 6.62 pci cent and 8.39 per cent 
respectively during the same period. As a 
result of disappearance of poverty from 
rural Punjab at these fast rates during thc.se 
three decades, the number and proportion 
ol poor and ultra poor in Punjab villages 
has fallen lo very low/neghgible levels by 
early 1990s. It is, therefore, no wonder that 


the NSS survey in 1990-91 did not find 
any rural household in Punjab whose 
members were not gelling t w.o square meals 
a day throughout the year. The extreme 
poverty and destitution of the type 
prevailing in many other regions of India, 
.seems to have completely disappeared from 
the Punjab villages. 

CoNCI I'SIONS 

The results of our exercise reported in 
this paper leave little doubt about the 
signilicam decline m the incidence of 
poverty in rural Punjab over the la.sl about 
three decades (1960-61 to 1990-91) The 
more important feature of these results is 
that not only the proportion, but even the 
absolute number of poor and ultra poor in 
rural Punjab has declined significantly over 
these .^0 years Furthermore, there was no 
significant break (change) in-the rales of 
decline in the number and proporfon of 
poor and ultra poor as green revolution 
technology entered a more mature phase 
after the mid-1970s. The number and 
proportion of poor and ultra poor continued 
lo decline at the same steady rates during 
the mature phase of green revolution as in 
Its initial phase. By early I99()s the 
incidence of poverty in rural Punjab has 
fallen lo a very low/ncgligible level. 
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Tabu' 5. Search for Chanc.i* in Trfn 


Dependent 

Peruxl 

Estimated Shi it 

Ba.se Period 


Base 

Variable 

lor which 

rcxiflicicnrs 

Cocffictenis 


Pcricxl 

(Log Form) 

Shift m 

Diftciential 

Difffcr- 

Slope 

Intercept 

R-Sqr 



Trend is 

Intercept 

cntial 






Being Tested 


Slope 





Per ccni 

1973-74 

0 63(K) 

0 0532 

-0 0251 

3 2978 

081 

1960-61 lo 

m 

to 1990-91 

(1 02) 

(1.33) 




1972-73 

populalion 









1977-78 

0.7815 

-0.0531 

-0 0314 

3 3335 

0 81 

1960-61 lo 


lo 1990-91 

(0.85) 

(1 22) 




1973-74 


1983 10 

3 0604 

-0 1204 

-0 0473 

3.4387 

0.83 

1960-61 to 


1990-91 

(1 76) 

(1 86) 




1977-78 

Poor 

1973-74 

0 6688 

-0 0554 

-0 (K)70 

3 1210 

0.70 

1960-61 to 


to 1990-91 

. (106) 

(1 39) 




1972-73 

Number 

1977-78 

0.8064 

--0.0552 

-0 0134 

3 1.573 

0 70 

1960-61 to 

(lakhs) 

lo 1990-91 

(0.88) 

(1 27) 




197.3-74 


1983 

3 0630 

-0.I2I3 

-0 0297 

3.2648 

0 73 

1960-61 to 


to 1990-91 

(1.76) 

(1.87) 




1977-78 


1973-74 

0 4917 

-0.0429 

-0 0482 

2 71.55 

0.79 

1960-61 to 

Per cent 

to 1990 91 

(0.59) 

(0.80) 




1972-73 

in 

population 

.,.1977-78 

1.0271 

-0.0523 

-0 0603 

2 7841 

0.79 

1960-61 to 


•oT«?0-91 

(0.85) 

(0.91) 




1973-74 


19 83 ^ 

4.0893 

-0 1521 

-0.0694 

2.8492 

0.81 

1960-61 to 


lo 1990-91 

(1.83) 

(1.82) 




1977-78 

Ultra 

1973-74 

0.5191 

-0.0451 

--0.03I2 

2.5386^ 

0.70 

1960-61 to 

Poor 

to 1990-91 

(1.04) 

(0.85) 




1972-73 

Number 

1977-78 

l,O.S07 

-0 0543 

-0.0424 

2.6077 

0.71 

1960-61 to 

(lakhs) 

to 1990-91 

(0.87) 

(0.94) 




1973-74 


1983 

4.0854 

-0.1528 

-0 0518 

2.672 

0.75 

1960-61 to 


to 1990-91 

(1.83) 

(1.83) 




1977-78 


Note Figures in parentheses ore t-values 
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Is RainfaU Insurance a New Idea? 

Pioneering Work Revisited . 

Pramod K Mishra 

Agricultural insurance, especially crop insurance, exists in many countries as an institutional response to agricultural 
risk The issue of whether crop insurance can work has been intensely debated during the last decade. In view of the problems 
faced by crop insurance schemes in some countries, a suggestion for rainfall insurance has received attention in the recent 
literature. Interestingly, J S Chakravarti designed, as early as in 1920, a scheme of agricultural insurance based on rainfall 
for India. It is a pioneering work on agricultural insurance. Surprisingly, this piece of work, which is probably one of 
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AGRICULTURAL insurance, especially 
crop insurance, exists in many countries as 
an institutional response to agricultural risk. 
Hail insurance was introduced, mainly in 
Europe, the^US and Canada, over a century 
ago. This is an example of crop insurance 
covering a specific risk. In the early part of 
the present century some private companies 
in the US introduced crop in.surance covenng 
multiple risks. Crop insurance in the public 
sector is a later development, dating back 
to the 1930.S in countnes like Japan and the 
US. It emerged much later in the developing 
countries of Asia, Africa and Latin America. 

In the 1960s and the 1970s there was a 
lot of optimism for the success of crop 
insurance schemes, even for those in the 
public sector. The situation changed in the 
1980s. Some studies (e g, Hazell et al 1986] 
argued that all-risk crop insurance 
programmes had shown dismal performance 
and that governments should be cautious 
before introducing large crop insurance 
schemes.* Similar views are expressed in 
studies like Hazell 1992 and Wright et al 
1993. Some common findings are that crop 
insurance schemes are t(x> costly, financially 
unsustainable and not in a position to produce 
welfare gams that arc envisaged. There is, 
however, no consensus. A number of other 
.studies {e g, Ahsan 1985; Dandekar 1985; 
Ray 1985; Miranda 1991; Roberts et al 1991; 
Williams et al 1993; Mishra 1994] contend 
that crop insurance can work. 

In the context of the insurance market the 
problems of moral hazard and adverse 
selection arising due to asymmetric 
information arc well known. These problems 
arise because the insurer possesses inadequate 
information as compared to the insured and 
collection of information involves cost. 
Moral hazard arises if the insured can, by 
so acting as to increase the probability of 
the adverse event or the amount of indemnity, 
benefit at the cost of the insurer, and the 
latter cannot monitor the action of the former 
There will be adverse selection if the buyers 
know their own riskiness, but the insurance 
company does not. The latter will offer a 
premiumratebased on itsaverageexperiencc. 
It may be higher than the fair premium for 


the low risk individuals some of whom might 
choose not to insure. This process will 
ultimately lead to a market failure. 

The above problems can be more severe 
in case of crop insurance. The cost of 
information is much higher, because the 
required data relate to farms and even plots 
of land spread over a vast geographical area. 
Collection of data is costly as well as time 
consuming. There is wide agro-climatic 
variation which results in the problem of 
adverse selection. 

A crop insurance scheme can be based 
either on the Individual approach’ or the 
‘area approach*. In case of the former, 
assessment of indemnity is made separately 
for each insured farmer based on the crop 
yield of his farm. Premium may be 
determined separately for individual farmers 
or for a group of farmers. In case of the area 
approach both the premium rate and the 
indemnity are determined not separately for 
each farmer but for a group of farmers. Most 
crop insurance schemes in the world are 
based on the individual approach. Area- 
yield crop insurance based on the aica 
approach is a recent phenomenon. The Pilot 
Crop Insurance Scheme and the 
Comprehensive Crop Insurance Scheme of 
India are cxample.s of area-yield insurance. 

In view of the problems faced by crop 
insurance schemes in many countries, a 
suggestion for rainfall insurance has received 
attention in the recent literature [e g, Lloyd 
et al 1986, pp 163-64; Anderson et al 1989, 
p 352; Walker etal 1990; World Bank 1992, 
appendix A; and Mosley et al 1993, p 24]. 
Some suggest rainfall insurance, i e, insur¬ 
ance against both deficient and excess rainfall 
whereas others .suggest drought insurance 
meaning insurance against deficient rains 
only. A fundamental difference of rainfall 
insurance from conventional crop insurance 
is that it is against the occurrence of a 
particular natural event as distinguished from 
loss in crop output resulting from that event. 
It is more observable and easier to measure 
than yield. Consequently, it can solve the 
problem of moral hazard - provided reliable 
and accurate rainfall data are available - and 
reduce the cost of administration substantially 


because loss assessment and inspection of 
fields would not be necessary. It is possible 
to have rainfall insurance across a larger 
geographical area than yield insurance for 
specific crops which are grown in particular 
regions. This can reduce the problem of 
covariaie risk. 

But one limitation of such a scheme could 
be lack of correspondence between rainfall 
recorded by a designated rain gauge station 
and crop yield income outcomes of the 
insured farmers. In addition, factors other 
than rainfall may affect crop production. 
One remedy may be to allow farmers to take 
insurance associated with more than one 
recording stations. However, it may not be 
necessary in areas with relatively lower and 
more variable rainfall and dry-land 
agriculture. In such regions rainfall affects 
both area and crop income. Cropped area 
declines if rainfall is much less than the 
normal. In such situations farmers plant less 
profitable crops. Consequently, deviation in 
rainfall explains, through its effects on both 
area and yield, more of variation in the crop 
income than the yield variable of particular 
crops [Walker et al 1990, p 259]. 

Rainfall insurance is yet to be introduced 
in a big way. This was suggested in the 
Australian context [Lloyd et al 1986, pp 
163-64 and 177] and some experiments were 
conducted JAnderson et al 1989, p 352].^ 
Private insurers offer drought insurance in 
some countries, but these are available only 
to large-scale farmers [World Bank 1992, 
appendix A, p 1]. 

However, the need of such a scheme is 
much more for small farmers. World Bank 
(1992) suggests a scheme for all rural 
households. It envisages drought insurance 
which would be weather-station specific and 
open to all households - small and large 
farmers, landless labourers, shopkeepers, 
artisans and so on. All those insured against 
rainfall at a particular station would pay the 
same premium and receive the same 
indemnity per unit of the sum insured. 
Drought insurance tickets could be sold like 
lottery tickets. A person would be free to 
purchase tickets for any weather station, and 
even more than one stations. It is also 


A-g4 


Economic and BolfticaJ Weak^ Jtine 34« 1995 



envisaged that tickets to poor people* who 
often might not be abletoafford the premium* 
may be subsidised. Thus rainfall insurance 
is being suggested in the recent literature as 
a response to unsatisfactory experiences with 
crop insurance during the last four or five 
decades. 

I 

Chakravarti^s Scheme 

Interestingly* J S Chakravarti designed, as 
early as in 1920, a scheme of agricultural 
insurance based on rainfall for India. It is 
a pioneering work on agricultural insurance. 
The approach and general principles have 
an all-India perspective, though data relating 
to the then Mysore state are used for the 
purpose of giving the scheme a concrete 
shape and for analysing its operational and 
financial implications. 

The scheme is outlined and discussed in 
his book Agricultural Insurance: A Practical 
Scheme Suited to Indian Conditions^ 
published in 1920. and printed at the 
Government Press, Bangalore. Surprisingly, 
this piece of work, which is probably one 
of the earliest monographs on the subject, 
does pot appear to have been accounted for 
in the analytical literature on agricultural 
insurance. 

TTiough the book was published in 1920, 
Chakravarti had been working on the subject 
since a number of years prior to that. As he 
mentions in the preface to the book, the first 
seven chapters were published in the Mysore 
Economic Journal during the years 1915 
through 1917. He presented a paper on 
Agricultural Insurance in 1917 at a 
conference of the Indian Science Congress 
at Bangalore. In 1920 he already had eleven 
years’ expenence with the Mysore State Life 
Insurance Scheme - first as secretary and 
then as president of the State Insurance 
Committee."* These experiences provided the 
motivation for the book. He ventured into 
a new arena of work.*^ As he explains: 

On the general principles of insurance, there 
are many valuable works from which I have 
derived great help; but as regards the 
application of those principles to the subject 
of Agricultural Insurance. I have been 
practically forced to find my way without 
any guidance from the writings of past 
thinkers. The subject being new, requires 
cautious treatment at every stage 
[Chakravarti 1920. pp 149-50]. 
Wedescribe below some important aspects 
and key features of the agricultural insurance 
scheme formulated by Chakravarti. The 
sequence is in line with that adopted in his 
book. 

A System of Agricultural Insurance 

Agricultural insurance in India should be 
a package consisting of the following: (1) 
Insurance of buildings, granaries and 


agricultural implements (2) Cattle insurance 
(3) Insurance of crops. 

These three categories arc in the increasing 
order of priority. The first category appeared 
to be less important than the other two at 
that time. 

Chakravarti discusses the merit of cattle 
insurance at some length. At that time there 
was a system of ’takavi* loans under which 
a farmer could get a loan from the state to 
purchase cattle in place of those dying during 
periods of agricultural distress. It is somewhat 
similar to a system of cattle insurance. In 
case of insurance, an individual pays a 
premium for a number of years with the 
object of getting the value of a cattle when 
It dies. In the loan system he gets, on the 
death of his cattle, the money required to 
replace it as a loan and then repays in 
i nstal mcn« s over some years I n other words, 
the premium is transferred from the past to 
the future. Though in case of loan, as in 
insurance, the risk is spread over a number 
of years, the basic difference is that spread 
of risks of a few over a large number of 
individuals is absent. So the repayment 
instalments are heavier than insurance 
premia."* He draws another distinction. 
‘Moreover, while the insurance system 
represents the exercise of prudence and thrift 
followed by enjoyment of benefit as a matter 
of right, the loan system has to be regarded 
as the grant of a favour accompanied by the 
embarrassment of future indebtedness” 
[pp6-7|.^ He suggests that co-operatives 
should evolve a system of cattle insurance 
similar to those otmi^em livestock insurance 
companies. He, however, cautions that such 
schemes are not always successful. 

The most important element of a .system 
of agriculture insurance is the assumption 
of the nsk of loss or deficiency in respect 
of crop production. This forms the core of 
his scheme of agricultural insurance because 
of its importance and complexity. Indeed, 
insurance of houses, implements, cattle, etc, 
can be grouped with other types of property 
insurance, leaving the system of agricultural 
insurance to grapple with crop insurance. 

IssuF-s K)R A System of Crop Insurance 

(1) Basis of Insurance: Chakravarti first 
asks the question whether crop insurance 
should be on the value of a crop or on its 
quantity. He feels that it is the value which 
should be the basis of insurance. The value 
of output depends on market prices. Price 
and quantity are inversely related. So in 
some cases, the value of output in an 
unfavourable year may be more than in a 
normal year. The same will hold for quantity 
or crop output as a basis of insurance.** 
Moreover, there are practical problems of 
estimation of both quantity and price which 
he/liscusse.s in detail [pp 8-9], 

(2) Human Elements (Moral Hazard): Crop 


output depends crucially on the efforts and 
resources put in by a farmer. 

No insurance authority could ever maintain 
a supervising agency which would be able 
to watch and enforce that every insured Held 
receives the required amount of care and 
attention at the hands of its cultivator. Unless 
some method can he devised by which this 
great difficulty is eliminated, a system of 
crop insurance would indeed be impossible 
[p 101 

The usual remedy applied in other types of 
insurance to overcome the problem of moral 
hazard is “partial insurance or under¬ 
insurance” which is more commonly known 
as deductible. This is a safeguard against 
moral hazard, but it reduces the benefit of 
insurance and hence its demand. 

The above remedy may not be effective 
in case of crop insurance, because the 
commodity - i e, crop ~ to be insured is yet 
to exist and its existence or nature thereof 
will depend on the actions of the insured 
farmer which an insurer would not be able 
to monitor easily. Because of this difficulty, 
Chakravarti notes, crop in.surance was yet 
to be adequately developed in any country, 
except in the form of hail insurance in some 
countries of Europe [p 11]. 

(3) Other Difficulties: In addition to the 
above, there are other constraints like 
illiteracy of majority of cultivators* 
inadequate village statistics and general 
backwardness among the popu lation in I ndia. 

Drought Insurance: Having considered 
the relevant aspects Chakravarti feels that 
a “direct system of crop insurance”, though 
desirable, may not be feasible in the Indian 
context. But given an important characteristic 
- dependence on rainfall - of Indian 
agriculture, it is not only pos.siblc but also 
practicable to introduce an “indirect system” 
of crop insurance. The quantity and 
distribution of rainfall during a year are the 
most important factors determining crop 
output. Tliis is true not only for ram-fed 
agriculture but also for agriculture depending 
on tanks and other similar sources of 
1 mgation. Both deficient and excessi ve rains 
affect crop output adversely. Out of these 
two, he feels, drought or deficiency in rainfall 
affects agncultural operations more severely 
and extensively. So he advocates a system 
of drought insurance. In such a scheme with 
rainfall as the basis of insurance it would 
be possible to eliminate the problem ol moral 
hazard, and also that of estimation of crop 
yield or value. 

Area Approach: He .suggests what is, in 
the recent crop insurance literature, known 
as the “area approach”. Indeed it is analogous 
to the homogeneous area approach proposed 
six decades later by Dandekar [Dandckar 
1976]. For any insurance scheme based on 
rainfall this is the only feasible approach* 
because rain-gauges cannot be set up on 
every field or even every village. One has 
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to take larger area units. How to demarcate 
such area units is discussed later. 

Drought Insurance and Relief Measures: 
He describes both long-term measures - eg. 
extension of communicatton and transport 
infrastructure, development of irrigation, 
diversification of occupalion, etc - and short¬ 
term relief measures introduced in India 
during the colonial rule. In spite of these 
measures the need of crop insurance to lack le 
the problem of agricultural risks still remains 
Ipp 15-16], Chakravarti looks at agricultural 
insurance also as famine insurance He 
observes: 

But. under the pre.seni circumstances, a 
famine in India docs not generally mean 
gram-famine but money-famine, due to 
enforced unemployment of the agriculturist 
owing to unfavourable seasonal conditions. 
An effective .system of agricultural insurance, 
therefore, by insuring the peasantry against 
serious pecuniary loss in respect of 
agricultural opciation.s will render the 
country less liable to the ravages of famine. 
In this sense and to this extent, agricultural 
insurance will also he famine insurance (the 
Italics arc ours) [pp 2 3] 

Interestingly, the insight that ‘'a famine m 
India docs not generally mean gram-famine 
but money-famine" appears similar to that 
of Sen [c g. Sen 1981, chapter 6]. 

Role of the State 

It it is conceded that a system of rain- 
insufunce is economically desirable and 
financiully practicable, the agency to work 
such a scheme is a matter of relative 
indifference, provided satisfactory and 
economic working in the interest of the 
agriculturist is assured |p 18| 

Having said the above, and after examining 
the prevailing condition in India, .some 
exi.sting literature on insurance and the size 
of the task, he tccis that the operation of a 
.scheme of crop insurance cannot be left to 
private enterprises nor to co-operatives in 
their then existing state ol organisation. So 
the programme needs to be operated by the 
government, though at a later stage - which 
may yet be distant - it could be transferred 
to local CO operative societies or even 
'reliable private agencies’ [p 154]. He 
envisages a scheme - described later - on 
the principle of mutual insurance, i c, on a 
no-profit-no-los.s-hasis to the government, 
though the administrative apparatus of the 
state would be utilised to a con.siderable 
extent. 

Determuuitionof Area Units: For operating 
a rain-in.surancc .scheme it is necessary to 
identify ‘sufficiently large area-units' with 
similar rainfall and agricultural condition.s. 
Such area units are to form the basis for 
fixing premium rales, determining the 
condition for payment of indemnity and 
assessing the amount of such indemnity. 
Assuming that agricuiiural activities are 


conditioned by theamoumof average rainfall 
in an area, the key point to consider is **not 
the absolute amount of rainfall in any 
particular year but the percentage of deviation 
from the average" [p 24]. So the area unit 
should be such that the percentage deviation 
in rainfall from the normal in any year is 
broadly uniform in all parts. In addition, the 
impact of such variation on agriculture is 
similar. It may be difficult to find such areas 
in practice. Yet “small compact areas over 
which the average annual amount of rainfall 
and its distribution are fairly uniform" (p 25] 
would, to a large extent, fulfil the above 
conditions which are equivalent to the 
following three criteria: 

(a) The average annual rainfall .should he 
about the same all over the area and its 
distribution in lime also about the same. 

(b) The percentage of variation in rainfall 
from the annual average in any year all over 
the area should be approximately uniform. 

(c) The same percentage of variation in 
rainfall should affect agriculture similarly 
and to the same extent in all parts, (p 27] 

Ideally, one can map out a province or 
even a country into areas which .satisfy the 
above criteria. But it would involve a lot of 
work.*' Moreover, operating an insurance 
scheme with area units altogether different 
from administrative units would be 
inconvenient. 

Then he considers rainfall patterns tor 
administrative units like .state, district and 
taluka with reference to Mysore slate In lact 
one whole chapter (ch II) is devoted to this 
analysis. He finds that in case of lalukas 
average annual rainfall is fairly uniform 
over the whole area and the deviation from 
the normal - excess or deficiency - in any 
particular year vanes within a relatively 
small range. He does recognise, for the 
purpose of insurance, some limitations- c g. 
situations in some individual fields may not 
corre.spond to the taluka average - of taliikas 
as area units; and there are some exceptions 
even among talukas. On the whole however 
talukas, though not Ideal area units, are good 
enough for practical purposes. 

Quality of Rainfall Statistics 

A whole chapter, i c, chapter III, deals 
with data (rainfall) requirement, their 
availability and the quality or accuracy of 
the available data. There are also detailed 
discussions on the process of measurement 
- observation, recording and tabulation - 
of rainfall data, maintenance of rain-gauge 
stations, publication of rainfall statistics 
and related administrative arrangements. 
The finding is that the existing rainfall data 
are, in spite of some shortcomings, adequate 
and sufficiently accurate to form the basis 
for a system of agricultural insurance. 

Nature of Insurance Contract: The scheme 
envisages the tollowing terms of a rain- 


insurance contract: 

If the aggregate rainfall from the beginning 
of the agricultural year as measuredKat the 
rain-gauge at the taluka headquarters up to 
a certain dote is less than a certain amount, 
then a certain sum of money will be paid 
in respect of the insured field as 
compensation. 

The above contract has three key elements: 
a specified date, a specified degree of 
deficiency in rainfall and a prescribed amount 
of compensation. These three aspects are 
discussed below. 

Specified (Risk-Fixing) Dates 

This would depend on crop production 
cycles. So one has to analyse, for different 
crops - particularly rain-fed crops, the periods 
of preparing land, sowing, maturing and 
harvesting. For the then Mysore slate rainfall 
during two periods, April to July and August 
to October were crucial. As there are 
practically no rains during January through 
March, Chakravarti suggests two periods 
January to July and January to Octobc;r as 
the relevant periods to calculate deficiency 
in rainfall for the purpose of indemnity If 
the rainfall as measured in the rain-gauge 
at the taluka headquarters from January I 
to July 31 is below the prescnbccl minimum, 
then the first in.stalmcnt of indemnity is 
payable. Similarly, if the raintall from 
January 1 to October 31 is below the 
prescribed minimum for that period, the 
second instalment will be due. The two 
instalments are independent of each othci 

Minimum Deftciency of Rainfall for 
Indemnity 

This aspect is examined in detail m two 
chapters, chapters V and VI. The general 
conclusion is that i deficiency in raintall ol 
more than 35 per cent of the normal should 
trigger indemnity payment. This does not 
imply that this percentage is lo be made 
applicable to all areas. Such percentage is 
to be determiqed after studying rainfall and 
agricultural statistics of each taluka and 
analysing, on the basis of past experience, 
the degree of deficiency which causes 
significant crop failure In addition, one has 
to keep in view the financial implications 
The lower the limit more frequent will be 
the occasions for payment of indemnity 
The procedure suggested is to identify, 
with the help of past data, the years in which 
rainfall was less than, say, 75 per cent ol 
the normal - i e, a deficiency of more than 
25 per cent - and then lo examine if tho.se 
years were years of agricultural distress. If 
all such years were not so, one ha.s to repeat 
the priK'edurc for higher percentages ol‘ 35, 
50, etc, on deficiency in rainfall. Existence 
of agricultural distress can be ascertained 
from annewari or yield and output data. 
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The above analysis is taken up, for 
illustration, in chapter VI with data for the 
years 1870 to 1914 for Chitaldrug district. 
The finding is that the criterion of 35 per 
cent of deficiency is appropriate for the 
purpose of deciding if indemnity should be 
paid. It is also found that this criterion would 
imply an indemnity of 4 limes the annual 
premium - to be discussed later - for any 
farm. Thus in case of total failure, indemnity 
to be paid during the two periods will be 
8 times the annual premium if the scheme 
IS self-financing. 

Amount of Indemnity 

The amount of indemnity is to be fixed 
in such a way as to bring a farmer’s “net 
receipts to the level of his net income in 
ordinary years” |p 86]. In other words, the 
objective is to stabilise net farm income. 
This is necessary' because, lor agreat majority 
of farmers, “the net income is very near the 
absolute minimum that is necessary for 
living” Ip 861.'" 

It IS assumed that a farmer can, even in 
a very bad year with regard to rainfall, get 
one third of his net income if “he is 
sufliciently active and industrious” fp 87]. 
So the scheme envisages indemnity to the 
extent of two-thirds of his net income - one- 
third on failure of rains dunng the first 
period (January to July) and another equal 
amount on the failure of rain in the second 
period (January to October). One limitation 
ol the scheme is that there is no provision 
lor reimbursement ol the cost of cultivation 
incurred by a farmer. Chakra varti recognises 
this fact, but he argues that “in a year of 
serious deficiency in rainfall, a con.siderable 
part of the expen.ses of cultivation may be 
avoided” |p 88]. 

The si^c ol d typical farm is assumed to 
be eight acres Having considered the cost 
ol cultivation and value of output lor such 
a farm, the net farm income is estimated to 
be Rs 88. Consequently, the indemnity 
required to be paid in the event of deficient 
rainfall in both the penods works out to Rs 
58 - two-thirds of the estimated net income 
An analysis of rainfall data for Chitaldrug 
district indicate.^ a ratio of 8:1 between 
indemnity and premium" to make the scheme 
self-financing. The average land tax for a 
farm ol 8 acres is taken to be Rs 8, So the 
indemnity of Rs 58 works out to be between 
7 and 8 times the land tax. Hence it is 
suggested that premium be equal to the land 
tax This has two advantages. First, it makes 
the scheme simple and intelligible to farmers. 
Second, the premium rale - and hence the 
indemnity - varies with the quality ot land 
Ip *^0). 

Period of Insurance Contract 

The insurance contracts envisaged in the 
scheme arc essentially annual contracts. 
Financial viability of the scheme will not, 


as long a$ the rainfall tables forming the 
basis of the calculations remain the same, 
be affected whether the contracts are for one 
year or for longer periods. However, long¬ 
term contracts of, say, five or 10 years - 
quinquennial or decennial - are desirable 
from the economic point of view. Two types 
of economic benefits may accrue from such 
contracts. 

First, for an annual contract, the in.«5ured 
will get the indemnity if the year is 
unfavourable; but he would have a sense of 
loss of the premium amount if it is a normal 
year. In case of Chitaldrug district and on 
35 percent deficiency basis, a partial failure 
of rains is likely to occur once in four years 
on an average. With a contract for five to 
10 years, the insured is likely to get one or 
two in.stalmcnts of indemnity. Second, the 
insured will have a sense of security against 
agricultural risk which itself is an objective 
of insurance Ip 95]. 

Sliding scales of premium rales - 
concessions lor later years - are proposed 
for contracts of five and 10 years. It is 
estimated that such concessions would lead 
to reduction of about 12 5 pet cent in the 
premium income It is suggested that the 
state should, in view of the benefits ol long¬ 
term policies, subsidise this amount at least 
during the early .stages ot the operation ol 
the scheme Ipp 99-100]. 

Scheme fot Mxsore State 

The scheme is discussed in concrete terms 
with the help of data relating to al! the; 
lalukas of Chitaldrug district. It isdi.scovcrcd 
that a rainfall deficiency of 35 per cent ol 
the normal is an appropriate criterion lor 
agricultural insuiancc On this basiv thea' is 
likely to be uelicient rainfall in 1 1 out ol 
80 periods, thcie being two periods in u year 

Similar analysis is taken up in chapter X 
lor the olhci seven districts of Mysore stale 
The number ot years lor which rainlall 
siati.slics aic available var-es from 19 to 43 
The results aie expressed wirh rcterencc to 
40 years tor the purpose of comparison The 
analy.ses shov' that all the lalukas of the stale 
can be divided into three groups- 
-Talukas with the number of deficiency 

periods, in 40 years or 80 periods, of 11 ±2; 
“Talukas with the number of deficiency 

periods, in 40 years oi 80 periods, of 7±2 
“Talukas with the number of deficiency 

periods, in 40 years or 80 periods, of 3±2 
In fact the entire stale can be divided, on 
the above basis, into three contiguous /.ones. 

Financial implications of the working of 
the scheme aie analysed for ten years from 
1898 to 1907 on the basis of past rainlall 
data [chapter Xl]. It is assumed that 25 per 
cent of the lands art insured. The results arc 
calculated lor each of the eight dtsincis of 
Mysore .state. On the whole, it indicaies 
indemnity payment of Rs 14.28 million 


against premium and interest income of 
Rs 23.39 million implying a surplus of 
Rs9.1 million Chakravarti suggests that the 
amount should not be regarded as a profit. 
The period under consideration was 
somewhat more favourable than the average. 
The surplus would disappear in adverse years. 

Benefit of insurance coverage is to be 
given to a land owner or a tenant but not 
to a creditor who is a moneylender. The 
scheme also provides for insurance policy 
in favour of co-opcrativc.s and recommends 
formation ot separate insurance associations 
of farmers if necessary. It is sugge.sted that 
an in.surance policy should he transferred 
when land is transferred trom one individual 
10 another. An insured farmer may have the 
option of commuting all future premia to a 
single payment at any stage Compulsory 
insurance is not envisaged at an early stage 
[p 108]. A set ot draft rules along with 
insurance proposal and policy forms are 
prepared and incorporated as chapter XII of 
the book 

11 

Significance of 
Chakravarti Scheme 

To recapitulate, Chakravarti suggests that 
agficultural insurance in India should be 
a package consisting of the lollowing !a) 
Insuiancc of buildings, granaries and 
agricultural implcmenis,fb) Cattle 
insuiancc. and (c) Insurance ot crops. 

He formulates a scheme for the la.st - and 
the most important - category, i c. crop 
insurance. Having considered the problems 
of crop loss assessment, and ‘human 
elements’ -- known as moral hazard m the 
modern literature - he suggests a scheme 
of drought insurance. He envisages the 
lollowing terms of a rain-insurance 
contract- 

If the aggregate raintall fiom the beginning 
of the agricultuial ycai as measuicd al the 
rain-gauge at the taluk a headquaiicrs up 
to a certain date is less than a certain 
amount, then a certain sum ot money will 
he paid in respect ol the insured field as 
compensation 

The above contraci has three critical 
elements, a specified date, a spccilicd 
degree of deficiency in rainlall and a 
prescribed amount ot compensation .Some 
important lealures o! the scheme arc as 
follows 

- The scheme is area-based and rain-gauge 
station specific Indeed it envisages a 
homogeneous area approach proposed 
SIX decades later by Daiidekar | Dandckai 
19761 

- A ycai IS divided int(» two seasons. 
Indemnity is payable it the total rainfall 
during a season is less than 65 per sent 
ol the normal rainfall The perucmagc 
ciilcnnn can he varied depending on the 
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agro-climatic features of an area. 

- Indemnity is determined with a view to 
stabilising a farmer's net income. 
Assuming that a farmer can get one-third 
of his net income even in a bad year, the 
scheme aims at an indemnity equivalent 
to two-thirds of his income. 

- Premium is calculated on the basis of the 
likelihood of a drought occurring and 
the size of indemnity indicated above. 
The scheme is designed to be self¬ 
financing. 

- Coincidentally, the amount of premium 
turns out to be equal to the land tax for 
a unit of land. This makes the premium 
rate simple to determine, and variable 
with land quality and hence a farmer's 
net income. 

Though the scheme is designed primarily 
for annual contracts, quinquennial or 
decennial contracts are recommended 
with a view to enhancing the economic 
benefits to farmers. 

- Land owners and tenants are eligible for 
insurance coverage. The scheme also 
envisages insurance policies for co¬ 
operative societies and groups of farmers. 
Chakravarti's scheme is very similar to 

that suggested in World Bank (1992). 
Indeed it has a more concrete shape based 
on actual empirical data. There are. 
however, two differences. The World Bank 
scheme aims to cover all rural households 
and sell insurance in the form of lotteries, 
whereas Chakravarti envisages inclusion 
of only those who are engaged in crop 
production. Secondly, in the World Bank 
scheme a person can, unlike in Chakra¬ 
varti's .scheme, freely choose one or more 
weather stations. Thus the idea of rainfall 
insurance is not new. The pioneering and 
path breaking work of Chakravarti was 
probably lost in history. It is high time we 
rediscover what we had lost. Perhaps his 
idea and the fascinating scheme he 
designed at the beginning of the present 
century will take concrete shape as we go 
into the next century. 

Notes 

1 Hazell et al 1986 is, till date, the most 
comprehensive analytical work on crop 
insurance. It appears, however, that the 
finding of the study has been widely 
misunderstood. See Mishra 1994, p 3 and 
Roberts et al, 1991. p 7. 

2 A simulation study of rainfall lottery in 
Shirapur village from 1986 to 1988 did not 
show encouraging results. However, 
availability of works under the Maharashtra 
Employment Guarantee Scheme near 
Shirapur probably reduced the demand for 
rainfall insurance, Shirapur was not suitable 
for such a study {Walker et al 1990, p 260]. 

3 1 learnt about the existence of such a book 
from T Yamauchi during a seminar on crop 
insurance organi.sed by the Asian 
Productivity Organisation in Tokyo in 1988. 


But it was only in 1991, after much efforts, 
that 1 could have limited access to the book 
in a public library in Bangalore. 

4 Some of the princely states of India - eg. 
the states of Gwalior, Indoie, Hyderabad, 
Mysore and Jaipur - had insurance 
departments. Mysore was the first such state 
to introduce a scheme of compulsory life 
assurance for the benefit of sate officers in 
1891 [Sharma 1967, p 99], 

5 He was familiar with the existing literature 
on insurance. He enumerates, on the basis 
of the existing literature, different types of 
insurance - eg, life, fire, marine, personal 
effects, baggage, motor-car risk, livestock, 
etc - available in various countries. He was 
also aware that though agricultural insurance 
had been thoroughly studied in Japan, there 
was no scheme in operation yet (Chakravarti 
'1920, pp 3-4], 

6 Dasgupta makes a similar distinction 
between consumption loan and insurance 
[Dasgupta 1993, p 253]. 

7 All the page references throughout this note 
are, unless mentioned otherwise, of 
Chakravarti (1920). 

8 These are important theoretical and 
empirical issues in economics which arc 
analysed in the recent literature in the context 
of price and yield instability (e g, Lipton 
1970; Sahn et al 1989, Newbery 1989]. 

9 This refers to the situation prior to 1920. 
It should be much easier now provided 
rainfall data are available. 

10 This insight is important because the need 
of survival leads farmers to follow a disaster 
avoidance approach (Mishra 1994. 
chapter 2]. 

11 This ratio is not unique. It can be 12.1 for 
other districts and even 26:1 for some others 
Ipp 92-93]. 
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Indian Patents as Competitive Instnunents 

Dream and Reality 

Amiya Kumar Bagchi 
Uttam Kumar Bhattacharya 

This paper attempts an evaluation of certain aspects of the working of the Indian patent system as embodied in the Act 
of /970. It places the Indian patent system in the context of the global patent scenario; it also discusses the relative strengths 
and weaknesses of the system in respect of its encouragement of innovation and competitive process. The cases of bio¬ 
technology and pharmaceuticals have been taken up to highlight the position. The necessity of a rationally constructed 
innovation system for overcoming the lacklustre petformance of the Indian patent system emerges out of the study. 


I 

Patents as Competitive Instruments 

DESPITE the possible existence of stray 
instances of rewarding inventions under pre> 
capitalist systems, it may be claimed that 
granting patents for new products and 
processes is an innovation made by 
capitalism. Patents were u.sed as devices to 
adv^pce knowledge and bring the new 
knowledge eventually (that is, after the expiry 
of the patent life or through licensing) into 
the public domain. But they were also used 
as instruments of competitiveness - by the 
individual firm against all potential or actual 
competitors, and by governments in their 
bid to .strengthen their own countries against 
foreigners. 

In England, for example, patents were 
used by Lord Burghley, a principal minister 
of Queen Elizabeth I as means of establishing 
industries which were already operating 
abroad but for which technologies and 
entrepreneurs were not available in Etngland 
of the time [MacLeod 1988: 11-14). Letters 
patent were, of course, used by the Ciowns 
of England to confer monopolies on court 
favourites or their friends and relations in 
the production or vending of particular 
products [MacLeod 1988; chapters 3-5). But 
they were also used by many entrepreneurs 
to try and break into the monopolistic 
privileges enjoyed by guilds of clothiers, 
drapers, brewers and so on. Finally, when 
innovation became a regular activity 
associated with the industrial revolution, 
inventors in many areas tried to protect their 
profits by taking out patents. The owners of 
the Watt-Boulton steam engine patents 
defended their monopoly privilegc.s, and in 
general quite successfully, for more than a 
quarter of a century. Some economic 
historians such as T S Ashton and students 
of technology such as F M Scherer have held 
the long patent life of Watt's engine to be 
at least partly responsible for the relatively 
slow diffusion of steam power in 18th century 
Britatn[Scherer 1965/1984; vonTunzelmann 
1978: 292-94]. 


Pateni.'. acted both as instruments of 
aggression to break open monopolies and 
as instrumenls of aggressive defence of 
monopoly privileges. Recent work has 
further underlined the importance ot 
competition in technology and patent wars 
both as influence on the degree and nature 
of competitiveness of industry and as an 
outcome of existing structures of 
concentration of economic power in an 
industry. Under wide sets of assumptions, 
firms which can move first and can devote 
larger funds to R and D competition are 
found to have a significant advantage over 
their laggard or weaker rivals in obtaining 
patents and building up new positions of 
vantage | see, for earlier work on this, Scherer 
1967/1984; for a survey of more recent 
work, see Rcinganum 1989, see also 
Leiningei 1991) The R and D intensity of 
firms, of course, vanes according to industry, 
and according to f irm size, and can change 
over time. So docs the propensity of firms 
engaging in R and D to take out patents (for 
a survey of the empirical work relating lo 
the US, sec Bound et al 1984| Moreover, 
in many countries, trade secrets are protected 
even when patents arc not involved. For 
example, m the highly publicised case of the 
IBM which accused Hitachi and Mitsubishi 
of violating intellectual property rights and 
won a settlement estimated at US $ 300 
million, no patent claims were involved 
IKinmoulh 1987:179|. To take another 
example, devices other than patents had 
been used for a long umc tor defending 
proprietary rights in improved breeds in the 
US chicken-breeding industry (Burgos 
1992). 

Thjs the .statistics of patents as such are 
only an imperfect indicator of the 
inveniiveness of an industry or a country or 
its potential as an aggressive competitor 
fSchmookler 1966; Scherer 1980], There 
are further problems in using the numbers 
of patents as indicators of inventiveness or 
competitiveness at the international level. 
This applies in particular to comparisons 
between patent applications or even patent 


giants in Japan and the US or UK. Unlike 
in the UK or the US, where applications for 
patents are based on claims for first invention, 
and are rigorously examined in regular order 
by ihc concerned paienl offices, applications 
for patents in Japan need not be examined 
at all for seven years |Jacobs 1994: J-8] * 
In the event 40 per cent of all applications 
tor patents m Japan were withdrawn before 
examination could come up. According to 
the study by Oki molo and Saxonhouse (1987) 
nearly half of the applications made by 
Japanese lo ihcir own patent office were 
lejectcd, and in ihc US ihc ratios of approvals 
to the Japanese patent applications were also 
low in comparison to that of the US and 
European countries (Okimoto and 
Saxonhouse 1987:391]. However, ihe sharp 
rise in applications for patents since the 
system was introduced reflected the Japanese 
determination to use patents as tools of 
competitiveness The strategies of taking 
out patents even foi small and mundane 
innovations and the growing enthusiasm for 
applications of patents in the home country 
and abroad even when those were often 
turned down in course of patent examination 
also reflect the competitive zeal of the 
Japanese cnlrcpreneurs; they would not 
generally leave unturned any possibilities of 
patent protection in order to improve their 
relative positions. 

In Japan, patent applications often give 
insufficient detail about the invention 
claimed, hut priority in apphcalion can make 
the ground for an exclusive licence 
[Kinmouth 1987; Wincbcrg 1988], Fees 
charged for patent application and 
examination in Japan have aKso been low 
compared with iho.se obtaining in the US 
(details are in the note 3). Jl has been hence 
alleged lhai the numbers of patent grants and 
a fortiori of patent applications tend lo 
exaggerate the inventi veness of the Japanese. 
However, if wc also consider those 
characteristics of the Japanese patent system 
along with the basic intention behind them - 
namely, that new processes or products must 
be quickly diffused - and the procedures 
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that make it more difficult for foreigners to 
obtain patents in Japan than in ways available 
in western countries [AVincberg 1988; Kotabe 
1992], patent statistics can be regarded as 
index of the aggressiveness with which the 
Japanese defended their donnestic economic 
space and used that strong home ground as 
a base for international aggressiveness in the 
relevant fields. 

Students of R and D and inventiveness 
have, therefore, continued to use time series 
of numbers of patent applications and grants 
as important indicators of changes in a 
country's inventiveness or its structure of 
industry and associated changes in allocation 
of resources for innovation. They have also 
continued to use international comparisons 
of patent statistics for assessing the 
international competitiveness of countries 
and changes in their competitive strength 
over time fWatanabe l982;Evcnson 1984]. 
We will also follow these examples in the 
sequel, but the caveat^ mentioned above 
must be born in mind when judging the 
significance of the relevant data. 

In India, a patent system was introduced 
by the British government in 1856, primarily 
in order to defend the proprietary rights of 
British patent-holders. The 1856 Act was 
replaced by the Industrial Patent and Design 
Act of 1911, again primarily on the model 
of British legislation. The numbers of patent 
applications and grants remained low and 
the vast majority of the patents granted were 
acquired by foreigners |Kumvilla 1956). 

The contrast between India and Japan, 
which started on its path of development of 
modem manufacturing industry much later 
than India, is as marked in this area as in 
most other sectors of industrial managcmeni 
and development. Japan passed her first 
patent law in 1885 and soon the numbers 
of patent applications and granted far 
exceeded those of India’s. Moreover, Japan 
introduced utility models the protection ol 
which did not embody original inventions 
but would be very useful commercially. If 
we include the numbers of utility models’ 
as further indicators of competitive energy 
in the field of commercial rivalry then 
India’s position would pale further into 
insignificance. What is more striking still is 
that in Japan foreigners owned only a 
minority of patents granted - the proportion 
never exceeded a third of the total number 
of registration in any decade before the 
1960s IWatanabc 1982: Table 31. 

In India, the 1911 Act was thoroughly 
overhauled and a new Patent Act was passed 
in 1970, and came into operation in 1972. 
As we shall see. one of the effects of the 
new act was to allow Indians to make 
headway in patent registrations in India, 
especially in the field of drugs and 
pharmaceuticals. A death sentence was 
pronounced on that Act when India signed 
the new GATT treaty and the government 


of India passed an ordinance on January 3, 
1995 (Gazette of India. Extraordinary. 
January 3,1995) allowing all signatories to 
the World Trade Organisation agreement to 
availofthe Indian Patents Act, 1970, whether 
or not they had entered into any separate 
bilateral or multilateral agreement with India 
in respect of patent systems. The government 
has also declared its intention eventually to 
align the Indian patent system to suit the 
TRIPs provisions of the new GATT treaty. 
In effect, the Indian patent system (under the 
Patent Act, 1970) lasted only for a period 
of about 21 years and the current paper is 
to he seen as essentially a post-mortem 
investigation of the patient’s health when it 
was alive - unless India and other afflicted 
countries can successfully demand a new 
round of multilateral trade negotiations 
leading to a thorough revision of the GATT 
treaty so as to make more room for 
autonomous, nationally regulated innovation 
systems. 

II 

Indian Patents in an 
International Perspective 

In an earlier paper fBagchi, Banerjee and 
Bhartacharya 1984] we had studied the 
working of the Indian Patents Act, 1970 
from 1972 to 1980. In this paper we shall 
scrutinise the data on patents Iroin 1970 to 
1993-94 and provide an interpretative 
framework. In the present study, we shall 


confine our attention to the data on patents, 
the R and D environmenrof Indian industry 
and its international setting, and put forth 
a few hypotheses regarding the comparative 
performance of the Indian innovation system 
within that restricted domain of study. An 
enquiry into the link of the social environment 
with the generation and diffusion of 
innovations will be left out of the purview 
of our enquiry. 

Before we proceed, let us point out again 
that not all innovations lead to patents, not 
all patents embody major innovations and 
not all patents sealeckir even licensed actually 
lead to changes in processes or products on 
the factory or office floor. Some kinds of 
innovations are more amenable to patenting 
than others (for example patenting in 
chemical field), and some environments are 
conducive to the protection of intellectual 
property rights through patents and some 
may be protected by other devices (for 
illustration.s of the way proprietary rights in 
chicken-brccding were protected in the US 
for a long time through devices other than 
patents [Burgos 1992). Not all countries 
which have become affluent capitalist 
societies provided a patent system to protect 
intellectual property even at the beginning 
of the 20th century Moreover, as has already 
been noted, the laws relating to patent 
protection differed greatly from country to 
country in terms of their demands for 
originality, priority, public di.sclosure, and 
so on. So the number of patents applied for 


Tabu- 1 : Number of Patent AppuirATiONS in India by Indians and Forf.ioners, 1970 - 1994 


Years 

Indians 

Foreigners Resident 

In India 

Foreigners 

Total 

1970 

1116(21 7) 

162 

3864 

5142 

1971 

1231 (28 3) 

185 

2929 

4345 

1972 

1180 (31.9) 

142 

2373 

3695 

1972-73 

1143(31 4) 

136 

2360 

3639 . 

1973-74 

976 (28 0) 

174 

2341 

3491 

1974-7.5 

1148 (33.7) 

66 

2192 

3406 

1975-76 

1129(37.7) 

34 

1833 

29% 

1976-77 

1342(93.2) 

23 

17.39 

3104 

1977-78 

1097 (38.7) 

37 

17.36 

2870 

1978-79 

1124 (38.3) 

13 

1795 

2932 

1979-80 

1055 (35.4) 

37 

1888 

2980 

1980-81 

11,59(39.2) 

19 

1776 

2954 

1981-82 

1093(36 6) 

19 

1877 

2989 

1982-83 

1135(36.8) 

- 

19.50 

3085 

1983-84 

1055 (33.5) 

25 

2065 

.3145 

1984-85 

1001 (30.2) 

2 

2316 

.3319 

1985-86 

999 (28.3) 

- 

2527 

3526 

1986-87 

98,3 (28.2) 

- 

2506 

3489 

1987-88 

930(26.9) 


2527 

3457 

1988-89 

1077 (29.9) 

5 

2516 

3598 

1989-90 

1039(28.4) 

1 

2621 

3661 

1990-91 

1180(31.4) 

1 

2583 

3764 

1991-92 

1293(36.4) 


2259 

.3552 

1992-93* 

1228(35.4) 


22.39 

3467 

1993-94 

1266(32.7) 

- 

2603 

3869 


Notes : 1 Patents Act 1970 was made effective from April 20, 1972. 

2 Figures in brackets ore percentages of the total. 

Source: Patent Office : Patents : Annual Report of the Controller General of Patents, Designs and 
Trademarks under Section 155 of the Patents Act 1970, (henceforth Patents: Annual Report 
in short) (different issues). 
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or. sealed ia only a very incomplete and 
imperfect index of ipnovative activity in any 
country, and this applies to the Indian case. 

In Tables 1. 2 and 3 we have reproduced 
the figures for patent applications, patents 
sealed and patents in force in India between 
1970 and 1993-94. The figures for 1970, 
1971, and 1972 are also given because they 
provide some idea of how the relevant 
numbers were behaving just before the Indian 
Patents Act, 1970 came into force (formally, 
it came into operation frohi April 20.1972). 
The numbers of patent applications, etc. 
have been divided as between those 
originating from or held by Indians and 
foreigners (including Indi an and foreign firms 
and research laboratories). 

The following observations can be made 
on the basis of the figures in these tables. 
First, the numbers of patent applications by 
Indians have fluctuated erratically and show 
no time trend over the 25-ycar period. The 
numbers of total applications dipped sharply 
between 1972-73 and 1980-81 but then rose 
smartly in the 1980s and declined again in 
the early 1990s. There was virtually no lime 
irend overall either in the totals of patent 
applications by f orcignci s or in total numbers 
of patent applications. Secondly, the patents 
sealed in India showed erratic fluctuations 
(probably more erratic than in the case of 
patent applications) in the cases of those 
granted to foreigners as well as Indians. Up 
to 1982-83 there is some sign of a decline 
in the total numbers of patents sealed, 
especially in the numbers granted to 
foreigners. The numbers of patents scaled 
in favour of foreigners sharply rose up to 
1974-75 and then dipped to a low figure of 
670 in 1980-81 (compared with 3,207 in 
1974-75 and 3,294in 1971 .Table2)but rose 
again m the 1980s reaching a peak of 2,585 
in 1988-89. This peak was, however, )t>wcr 
than the figures reached in the early 1970s, 
and the numbers of patents .scaled in favour 
of foreigners had come down again except 
111 the last year, vi/, 1993-94. Since the 
numbers of patents sealed in favour of 
foreigners always exceeded those in favour 
of Indians, the overall numbers of patents 
scaled also display a sagging profile over 
lime. 

The clearest trend, however, is visible in 
the stock of patents in force. Patents in force 
are those for which renewal fees have been 
paid in addition to those which have been 
frc,shly granted (within the last two years). 
The patents need not actually be worked 
even though renewal fees arc paid. Hie total 
number of patents in force declined steeply 
Irom 1972-73 to 1980-81. Most of this 
decline was contributed by the decline in 
patents in force taken out by foreigners. The 
latter number was virtually halved between 
1972-73 and 1980-81. Patents in force 
continued to decline in the 1980s, though 
at a smaller rate. By 1992-93, patents iii 


force held by Indians had come down to a 
mere 1.034. From our analysis it come.s out 
that Indians held about the same proportion 
of total numbet of patents in force in 
1991 -92 as they did in 1972-73; but the total 
number of patents in force in 1993-94 was 


only a half of the corresponding number in 
1972-73. In any case, patents granted to 
Indians never rose above a third of the total 
number. 

What may be the proximate rca.son for the 
decline in the numl^rs of patents in force? 


Table 2 Number of Patents Sealed or Granted in India to Indians and Foreigners, 1970 - 1994 


Years 

Indians 

Foreigners 

Total 

1970 

596(16.9) 

2936 

3532 

1971 

629(16 0) 

3294 

3923 

1972 

265(17.5) 

1245 

J5I0 

1972-73 

278 (20.7) 

1004 

1342 

1973-74 

358 (25.3) 

lOSK 

1416 

1974-75 

737 (18 7) 

3207 

3944 

1975-76 

426(18 4) 

1894 

2320 

1976-77 

928(32.1) 

1964 

2392 

I977-7K 

657 (26 i) 

18.57 

2514 

1978-79 

281 (21.9) 

KXXHa) 

1281 

1979-80 

516(23 7) 

1657 

2173 

1980-81 

349 (34.2) 

670 

1019 

1981-82 

421 (30 3) 

936 

1357 

1982-83 

405 (33 0) 

822 

1227 

1983-84 

.^40(25.7) 

980 

1320 

1984-85 

263 (17 9) 

1206 

1469 

1985-86 

451 (23 7) 

1500 

1951 

1986-87 

.V32 (25 0) 

1594 

2126 

1987-88 

588(27 9) 

1516 

2104 

1988-89 

795 (23 5) 

2585 

3380 

1989-90 

S|9(27 5) 

1371 

1890 

1990-91 

.379(25 4) 

1)12 

1491 

1991-92 

551 (32 9) 

1125 

1676 

1992-93 

251 (19 7) 

1021 

1272 

199V94 

442(25 3) 

n04 

1746 

Notes' 1 

Percentages in brackets indicate percentages to the lolal number 


*> 

(a) This information is based on the Annual Rep<frt 1978-79 However, according to the 
HU Annual Report the figure was 999 

Source 

Same as Table 1 * 




Tabli 3 NuMHf R ot Paten IS in Force in India 

Indkns and Foreigners, 1970 - 1994 


Held bv 



Years 

Indians 

Foreigners 

Total Slock of Patents 

1970 

2568 ( 9 1) 

25753 

28321 

1971 

.3063(10 0) 

27663 

30726 

1972 

3673 (114) 

28650 

32323 

1972-73 

3718(11 5) 

28718 

32436 

1973-74 

3948(12 2) 

28270 

32218 

1974-75 

3039(10.9) 

24758 

27797 

1975-76 

2991 (il 3) 

2.3453 

26444 

1976-77 

274t)(12 2) 

19780 

22526 

1977-78 

3065 (1.3 4) 

19795 

22860 

1978-79 

2469 (15.0) 

13966 

16435 

1979-80 

2786(16 1) 

14474 

17260 

1980-81 

2757(16 0) 

14448 

17205 

1981-82 

30.38(16 9) 

14892 

17930 

1982-83 

.3329(17.9) 

15291 

18620 

1983-84 

.3523 (18.3) 

15726 

19249 

1984-8 S 

3008(18.6) 

13162 

16170 

1985-80 

2549(19 0) 

10844 

13393 

1986-87 

2(XH(16.6) 

10059 

12063 

1987-88 

2150(17.5) 

10115 

1 2265 

1988-89 

2584(19.0) 

11015 

I 3599 

1989-90 

2468(18 4) 

10941 

13409 

1990 91 

2238(21.4) 

8210 

10448 

1991-92 

i206(ll.7) 

9093 

10299 

1992-93 

1034(10.3) 

8997 

. 1003! 

1993-94 

1995(21.5) 

7281 

9276 

Note: 

Figures in brackets indicate percentages to the loial number 


Source 

Same as Table 1. 
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One reason may be the paring of the period 
of the general validity of patents from the 
earlier 16 years to 14 years under the 1970 
Act, and more importantly the slashing 
down of the period of validity of patents 
in the field of food, drugs and medicines 
to seven years under the new Act. Table 4 
indicates that a decline in the number of 
renewals under the old Act was a major 
contributory factor to the decline in the 
stock of patents. Another factor was the 
working out of the bulge in numbers scaled 
in 1974-75. 

However, the major reason for the decline 
in the stock of patents in force was a decline 
in the numbers of patents applied for and 
eventually seated. Four principal factors 
seem to underlie this decline. First, the patents 
that the foreigners filed for were for 
technologies that were relatively old and 
hence becoming rapidly oh.solete in the 
advanced capitali.st countries. With 
competing processes and products being 
imported into India as finished products, 
intermediates or production technologies, 
the patentees found it less and less u.seful 
to renew their proprietary rights in the form 
of patents, especially since the procedures 
for application and sealing were dilatory and 
cffort^consuming Secondly, the rate of 
ob.solcscence of products and processes 
patented accelerated world-wide, and this 
higher rale of attrition of patents in force 
reflected this global phenomenon. Thirdly, 
Indians may have learned better to invent 
around the^patents taken out by foreigners 


and hence the latter found it less and less 
attractive to take out patents. (Of course, it 
might be objected that if Indians became 
better at circumventing the foreigners' 
patents, the latter could have done so on the 
basis of patents taken out by foreigners in 
their home countries and in third couiAries 
as well. But as against that, it is almost 
certain that few Indian firms or organisations 
carried their search process beyond India's 
borders. Even the patent information system 
provided by the government of India for use 
by firms doing business in India > badly 
organised though it was - was hardly utilised 
by Indian firms.) Fourthly, the regime of 
foreign collaboration agreements and their 
legal interpretation in Indian courts had acted 
as a disincentive against local R and D 
[Bagchi and Dasgupta 1981] and the 
government had encouraged foreign 
collaboration agreements on a more and 
more lavish scale, especially in the 1980s 
[Goyal et qi 1994). This may have acted as 
a further deterrent to both Indians and 
foreigners paying fees to take out patents - 
the former li^ause they could gel more 
secure proprietary rights through 
collaboration agreements and the latter 
because they found that their presumed 
proprietary rights could be effectively 
nullified by processes Imported through 
foreign collaboration agreements. 

The continued dominance of foreigners 
in the total number of patent applications 
filed or patents sealed i.s in conformity with 
the situation in many developed countries 


where also foreigners account for a larger 
share than local firms, organisations and 
individuals [Evenson 1984]. However, 
there are wide variations among these 
countries in respect of the relative salience 
of patents granted to foreigners. In Japan, 
for example, the numbers of patents granted 
to foreigners were generally less than half 
of those granted to nationals. Moreover, 
between 1967 and 1980, the relative 
importance of foreigners in the numbers 
of patents granted came down further; while 
the numbers of patents granted to Japanese 
nationals virtually trebled over this period, 
those granted to foreigners actually 
declined. In the US, by contrast, the 
numbers of patents granted to US nationals 
came down between 1967 and 1980 but 
those granted to foreigners went up. Thus 
foreigners, who had accounted for less 
than a quarter of all US patents in 1967 
came to own about a third of US patents 
in 1980. As Table 5 A reveals, these trends 
continued unabated for the US and Japan 
up to 1992, so that nationals accounted for 
only a little more than 50 per cent of total 
numbers’of patents granted by the US in 
1992, whereas in Japan nationals accounted 
for about three-quarters of the patents 
granted in that year. In the UK, the world 
leader in technology in the 19th century, 
foreigners already accounted for three- 
quarters of 40,995 patents granted in 1970; 
by 1992, the number of patents granted had 
come down to 37.827 and foreigners 
accounted for about 87 per cent of that 


Tablf 4: Number of Patents Renewed in India. 1980 - 1993 


Years 

3rd 

4th 

5th 

6th 

7th 

8th 

9lh 

lOth 

llth 

I2lh 

13th 

14th 

15th 

I6th 

Total 

1980-Hl 

1188 

1301 

1519 

1210 

1379 

988 

923 

982 

559 

46 

12 

11 

- 

- 

10118 








(1) 

(6) 

(255) 

(■>35) 

(846) 

(679) 

(708) 

(600) 

(3830) 

1981.82 

1179 

1179 

1297 

1269 

975 

1005 

800 

740 

816 

499 

23 

8 

- 

- 

9790 









(3) 

<I2) 

(16.5) 

(565) 

(696) 

(515) 

(476) 

(2432) 

IW2-HS 

1828 

1880 

1936 

1989 

1581 

1041 

1017 

937 

756 

706 

398 

35 


- 

14104 










(1) 

(1) 

(187) 

(522) 

(555) 

(466) 

(1732) 

1983-84 

1495 

1371 

1370 

1432 

1345 

905 

734 

688 

662 

610 

603 

374 


- 

11609 










- 

(2) 

(5) 

(122) 

- 

(420) 

(549) 

1984-85 

1197 

1194 

1220 

1139 

1243 

1027 

820 

581 

583 

590 

560 

467 

- 


10621 














(399) 

(100) 

( 499) 

1985 86 

1560 

1563 

1565 

1485 

1265 

952 

860 

704 

523 

550 

556 

454 

- 

- 

12037 

' 













(324) 

(8.5) 

(409) 

1986-87 

1890 

1893 

1828 

1651 

1480 

1187 

979 

834 

686 

485 

471 

455 

- 

- 

138.39 















(100) 

( 100) 

1987-88 

1765 

1760 

1729 

1732 

1329 

1134 

987 

794 

687 

573 

421 

417 

- 

- 

13328 















90 

(85) 

1988-89 

3064 

3074 

2008 

2087 

1655 

1165 

1029 

876 

737 

607 

524 

363 

- 

- 

I7IR9 

1989-90 

2062 

1983 

1897 

1940 

1512 

1261 

955 

895 

744 

663 

595 

455 

- 

- 

I4%2 

1990-91 

1408 

1425 

1471 

1609 

1546 

U95 

1105 

855 

791 

675 

589 

472 

- 

- 

13141 

1991-92 

1452 

1448 

1456 

1593 

1702 

1277 

1099 

1004 

804 

723 

612 

507 

- 

- 

13677 

1992-93 

1326 

1327 

1331 

1371 

1505 

1342 

1103 

887 

830 

651 

599 

476 

- 

- 

12748 


Notes: 1 No renewal i.s required for the first two years. 

2 According to the Patents Act 1970. patents are valid generally for 14 years. Patents on drugs, medicines and food articles are valid for 7 years 
from the date of Patent applications (Section 53 of Patents Act 1970). 

3 As per die old Patents and Design Act 1911, patents were valid for 16 years. 

4 Figures in the brackets indicate patents renewed under the old Act. 1911. 

5 Generally patents should be renewed within six months of the period prescribed for the payment of the renewal fees. However, ConCroUer of 
Patents can allow lapsed patents to be restored. 

Source: As in Table I 
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reduced tote). We have presented figures 
of patent applications and grants for three 
otlier advanced capitalist countries, viz. 
Germany. France and Denmark, and also for 
the Republic of Korea. We see in the case 
of France and Germany that the numbers of 
p-uents taken out by residents exceed those 
taken out by non-residents. But in the case 
of the two smaller countries, viz. Denmark 
and South Korea, the numbers granted to 
non-residents exceed those to residents. 
However, we notice that the rates of growth 
of patents granted to residents and non¬ 
residents alike in South Korea are far higher 
than in the case of all other countries 
(including of course, India) (table 5B). 

The data compiled by Evenson (1984) 
reveal another curious characteristic of patent 
registrations. The US, West Germany (that 
IS, the former Federal Republic of Germany), 
France, UK, and even smaller developed 
countries such as Denmark. Belgium and 
Netherlands all had a considerably larger 
number of patents registered in the name of 
their nationals in foreign countries than in 
their home countries. In the case of such 
countries as Denmark, Belgium, Netherlands 
and Italy the numbers of patents held by 
nationals abroad was of the order of five to 
10 limes the numbers held by them in their 
homeland Our analysis of data for the 
subsequent periods (viz. 1982. 1984 and 
1986) indicated similar trends particularly 
in the cases of the US, Germany, UK and 
France (Tables 6A and 6B). Part of the 
reason for this could be multiple registrations 
including registrations in countries which 
were signatories to the Paris Convention. 
But part could also be attributed to the greater 
stringency of proof of inventiveness required 
by domestic laws, part could be due to the 
patenting of even minor innovations (which 
arc actually utility models) in countries 
(mostly, poor market economies) with very 
inadequate means for verification of claims 
of originality, and part could be due to the 
patenting of products and processes by 
branches or subsidianes of multinationals 
which did not find it worthwhile or feasible 
to ddfend patent rights in their home 
countries. These data suggest that to portray 
patent holders in developed countries as 
passive victims of piracy by developing 
countries was far from the truth. To lake one 
example to illustrate this point, we can cite 
Mashelkar, Director, National Chemical 
Laboratory (NCL) NCL made certain 
innovations in metallocenes, a catalyst which 
could be used for making polyolefin 
polymers. However, Exxon, the US-based 
MNC/amajorpatentholderon metallocenes 
sued any new company entering this field 
in order to pre-empt any threat of future 
competition. NCL found it difficult to break 
this barrier of highly-founded litigiousness 
(Mashelkar 1995: 17-18 and see also 
Vaitsos 1972]. 


Txsle 5A: NuMBin of'Patbnt AmjCAiiONS and Grants w Selected Countries^ 1970 - 1992 



W 

Patent licottons 



Patents Granted 



TNRT 

Total 

USA 

(R) 

(NR) 

Total 

1970 

72343 

30832 

103175 

47073 

17354 

64427 

1971 

71089 

33640 

104729 

55988 

22328 

78316 

1972 

65943 

33.355 

99298 

51515 

23293 

74808 

1973 

66935 

37144 

104079 

51501 

22638 

741,39 

1974 

64093 

38445 

102538 

50643 

25632 

76275 

1975 

64445 

36569 

101014 

44603 

25391 

71994 

1976 

65050 

37294 

102344 

44162 

26074 

702.36 

1977 

62863 

38088 

100931 

4138.3 

23886 

65269 

1978 

61441 

39475 

100916 

40979 

2512^ 

66102 

1979 

60536 

,39959 

100494 

30605 

18248 

48853 

1980 

62098 

42231 

104329 

.37152 

24675 

61827 

1981 

62404 

44009 

10641.3 

39225 

26545 

65770 

1982 

63316 

46309 

109625 

33896 

23993 

57889 

1983 

59391 

44312 

103703 

32872 

23990 

56862 

1984 

61841 

49443 

111284 

38364 

28837 

67201 

1985 

63874 

53132 

117006 

39554 

32107 

71661 

1986 

65487 

56946 

122433 

.^8124 

32736 

70860 

1987 

68671 

65136 

133807 

4.3518 

39437 

82952 

1988 

75632 

71712 

147.344 

40497 

37427 

77924 

1989 

82956 

78704 

161660 

50185 

45354 

95539 

1990 

91410 

84690 

1761(X) 

47393 

42973 

90366 

1991 

89024 

88364 

177388 

51184 

45330 

%514 

1992 

94017 

93274 

187291 

UK 

522.54 

45189 

9744.3 

1970 

25227 

36874 

62101 

10.343 

30652 

40995 

1971 

24771 

36307 

61078 

10376 

3tl78 

41554 

1972 

24337 

3.5944 

60281 

10116 

32678 

42794 

1973 

22472 

37840 

60312 

9357 

.30487 

39844 

1974 

2054S 

35705 

562S0 

8971 

28837 

37808 

1975 

20842 

32558 

53400 

9120 

31569 

40689 

1976 

21797 

327()4 

54561 

8855 

30942 

39797 

1977 

21114 

33.309 

54423 

7722 

28827 

36.549 

1978 

1V384 

.30940 

50324 

8464 

32359 

40823 

1979 

19468 

25198 

44666 

4182 

16618 

20800 

1980 

19612 

22000 

41612 

5158 

18646 

23804 

1981 

20808 

18406 

39214 

6076 

16848 

22924 

1982 

20530 

1656.3 

37093 

4686 

24904 

29590 

1983 

19893 

14798 

34691 

5655 

22599 

28254 

1984 

19093 

13735 

32828 

4442 

14425 

18867 

1985 

22044 

481.38 

70182 

6087 

28393 

34480 

1986 

22892 

50529 

7.3421 

5403 

27526 

32929 

1987 

23253 

53256 

76509 

4609 

24050 

28659 

1988 

24098 

60077 

84175 

4447 

25117 

29564 

1989 

24031 

66203 

90234 

4234 

26663 

30897 

1990 

24398 

73493 

97891 

4361 

27818 

32179 

1991 

24253 

71280 

95533 

4492 

29582 

34074 

1992 

24092 

75149 

99241 

Japan 

4642 

33185 

3782 

1970 

1(K)5J3 

30318 

10,3831 

21404 

9475 

30879 

1971 

78425 

27360 

105785 

24795 

11652 

36447 

1972 

101328 

29072 

130400 

29101 

12353 

41454 

1973 

115221 

29593 

144814 

30937 

11391 

42328 

1974 

121509 

27810 

149319 

30873 

8753 

39626 

1975 

135118 

24703 

159821 

36992 

9736 

46728 

1976 

135762 

25254 

161016 

32465 

7852 

40317 

1977 

1.35991 

25015 

161006 

43047 

9561 

52608 

1978 

14I5I7 

24575 

166092 

37648 

7856 

45504 

1979 

150623 

23946 

J74569 

34863 

9241 

44104 

1980 

165730 

25290 

191020 

38032 

8074 

46106 

1981 

191621 

24686 

216307 

42080 

8824 

50904 

1982 

210897 

24427 

235324 

4223 

8378 

50601 

1983 

227708 

24977 

252685 

45578 

9123 

54701 

1984 

256195 

26119 

282314 

51690 

10110 

61800 

1985 

274398 

30997 

305395 

42323 

7777 

.50100 

1986 

290238 

32323 

322S6I 

51276 

8624 

59900 

1987 

311062 

33076 

344138 

54087 

8313 

62400 

1988 

308954 

36464 

345418 

47912 

7388 

55.300 

1989 

317609 

39855 

357464 

54743 

8558 

63301 

1990 

333373 

43419 

376792 

30370 

9031 

59401 

1991 

336096 

44357 

380453 

30453 

5647 

36100 

1992 

338107 

46349 

384456 

78994 

13106 

92100 
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m 

Effectiveness of Indian Patents as 
Competitive Tools: Cases of 
Biotechnology and Pharmaceuticals 

The effecti veness of the patent system can 
be partly measured by the number of patents 
taken out within the country and abroad and 
by the use of patents within the country In 
our earlier paper we indicated some o( the 
factors which affected adversely the 
utilisation of patents in India [Bagchi, 
Banerjec and Bhattacharya 1984;3(X)'02]. 
The situation has not improved since then. 
The data on applications by Indian nationals 
for patents abroad (Table 7A) and patents 
granted to them by foreign countries 
(Table 7B) reveal that India has a poor 
record in this field in comparison with most 
developed countries. The patents applied for 
by Indian nationals abroad are only a traction 
of patents applied for by them at home, and 
the patents granted are an even smaller 
fraction: the proportion of patents granted 
to those applied for abroad seems to have 
declined rather than risen over time. There 
are several rea.sons for this. One of them is 
certainly the costliness of procedure for 
taking out patents abroad it generally costs 
US $ 1 ,(XX) or far more for completing all 
the formalities in the US' and few cash- 
strapped government laboratories (which are 
major holders of Indian patents among 
nationals) are prepared to engage in such a 
venture. Secondly, of course, the statistics 
also reveal the poor competitive spirit (and 
strength) of even the few Indian firms or 
organisations which consider it worthwhile 
to take out patents in foreign countries. 

For a slightly closer look at the worth of 
Indian patents, wc have used the work of 
a number of investigators attached to the 
CSIR and NISTADS in the field of 
biotechnology | Gupta and Subbaram 1992, 
Karki and Garg 19931 Biotechnology in the 
sense of purposive use of biological 
organisms by human beings is, of course, 
as old as the domestication of animals and 
the practice of agriculture. However, 
biotechnology in the modern sense of 
deliberate interference in the basic structures 
of biological organisms including their 
constituent cells and genes dales from the 
period after the second world war and the 
vistas of genetic engineering opened up by 
the successful modelling of the genetic 
structure of the DNA molecule by Francis 
Crick and James Watson in 1953. The 
intensive commercial exploitation of genetic 
engineering started in US in the 1970s The 
beginnings of the university-industrial 
complex [a phrase due to Kenney 1986] in 
biotechnology can be dated to the foundation 
of Gcncntech in the US in 1976. [Fransman 
1991 ;5). Soon, scores of firms had been set 
up with the help of risk embracing venture 
capital and the US government and courts 


Tasije 5B: Number of Affuc^ations and Grants of Patents w Sfetecrai Coom%m, 1976 - {99%, 




Patent Anplications 


Patents Crimted 



(R) 

(NR) 

Total 

(R) 

(NR) 

Total 

1976 

31065 

30640 

Germany 

61705 

10395 

10570 

20965 

1977 

30247 

30154 

60401 

10815 

10934 

21749 

1978 

30308 

28184 

58492 

11581 

11933 

23514 

1979 

30879 

24.305 

55184 

10895 

11639 

22534 

1980 

28683 

I99(K) 

48583 

9826 

10362 

20188 

1981 

29841 

I673H 

46579 

6537 

6892 

13429 

1982 

30668 

17158 

47826 

8279 

8027 

16306 

1983 

3I6.S8 

15445 

47103 

10709 

10204 

20913 

1984 

31984 

13225 

45209 

11402 

10356 ' 

21758 

1985 

39625 

43478 

83103 

13215 

20162 

33377 

1986 

40875 

45233 

86108 

15347 

23648 

38995 

1987 

40980 

47501 

88481 

16194 

23703 

39897 

1988 

42872 

53126 

95998 

15704 

23186 

38890 

1989 

43265 

59162 

102427 

16904 

25329 

42233 

1990 

43890 

66459 

110249 

16569 

26291 

42860 

1991 

43404 

65783 

109187 

16756 

26434 

43190 

1992 

45911 

69298 

115209 

17833 

28687 

46520 

1976 

11471 

28419 

France 

29890 

8420 

21334 

29754 

1977 

11811 

28167 

39978 

8361 

22684 

31045 

1978 

11445 

25692 

37137 

8083 

22447 

30530 

1979 

11303 

20871 

32174 

6846 

17772 

24618 

1980 

II (XX) 

16989 

27989 

8438 

19622 

28060 

1981 

10945 

13723 

24668 

6855 

14622 

21477 

1982 

10681 

11,561 

22242 

7764 

16180 

23944 

198^ 

11147 

10029 

21176 

7323 

17720 

2.5043 

1984 

11333 

8864 

202(X) 

7651 

16015 

23666 

1985 

13512 

42602 

56114 

9835 

27695 

37530 

■1986 

13919 

44929 

58848 

9362 

26187 

35549 

1987 

146.56 

47921 

62.577 

8523 

21890 

3(MI3 

1988 

14921 

53463 

68384 

8822 

23 M4 

31956 

1989 

15468 

59474 

74942 

8301 

24578 

"(2879 

1990 

1.5707 

66177 

81884 

8923 

26226 

15149 

1991 

15819 

62256 

79075 

9221 

26360 

^558 s 

1992 

15978 

66(X>() 

82038 

8462 

2975^ 


1976 

821 

5080 

Denmark 

5901 

208 

2(XiX 

2276 

1977 

832 

5055 

5887 

200 

IS77 

2097 

1978 

938 

4946 

5884 

243 

1 SS7 

1\ V) 

1979 

895 

4645 

5540 

250 

18-^1 

2i4l 

1980 

964 

4605 

5569 

192 

1453 

1645 

1981 

1085 

4745 

5830 

163 

I '"Vf) 

1439 

1982 

1095 

4706 

5801 

224 

! )(j6 

1530 

1983 

1167 

4920 

6087 

180 

476 

1155 

1984 

966 

5312 

62 78 

212 

877 

1089 

1985 

917 

7376 

8293 

200 

854 

1054 

1986 

1036 

7871 

8^07 

186 

772 

958 

1987 

1090 

7670 

8 760 

212 

917 

1129 

1988 

I3U 

9883 

11214 

344 

2471 

2815 

1989 

13^9 

9561 

10900 

339 

2277 

2616 

1990 

1788 

37659 

39447 

364 

2012 

2376 

1991 

1729 

38035 

39764 

301 

2308 

2609 

1992 

1844 

42507 

44351 

363 

3410 

.3773 

1976 

1436 

Republic of Korea (South 
1825 3261 

Korea) 

191 

288 

479 

1977 

1177 

1962 

3139 

104 

170 

274 

1978 

989 

3026 

4015 

133 

294 

427 

1979 

1034 

3688 

4722 

258 

1161 

1419 

1980 

1241 

3829 

5070 

186 

1446 

1632 

1981 

1319 

3984 

5303 

232 

1576 

.1808 

1982 

15.56 

4368 

5924 

274 

2335 

2609 

1983 

1599 

4795 

6394 

245 

2188 

2433 

1984 

1997 

6636 

8633 

297 

2068 

2365 

1985 

2702 

9092 

11794 

349 

1919 

2268 

1986 

3642 

10479 

14121 

458 

1436 

1894 

1987 

4872 

13964 

18836 

596 

1734 

2330 

1988 

5699 

17091 

22790 

575 

1599 

2174 

1989 

7021 

19635 

26656 

1181 

2791 

3972 

1990 

9083 

22304 

31387 

2554 

5208 

7762 

1991 

13255 

22899 

36154 

-2553 

6138 

8691 

1992 

15957 

24200 

40157 

3570 

6932 

10502 


Notes- I (R) := Residents and (NR)= Non Residents. 2 Until 1989, ‘Germany’means only the 
Federal Republic of Germany (FRG). However, since October 3, 1990 Germany was 
unified. But only after May 1,1992 was the law of Germany extended to the erstwhile GDR 
Sources: I World Intalleciual Properly Organisation (WfPO). industrial Pfttperty Statistics (IPS), 
various issues 

2 WfPO. 1983 100 Years Proiecium of Industrial Prapert\ Statistics. Geneva. WIPO. 
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rewahled Bil that effort by lecognising the 
patentabiiity of life forms and thus creating 
new barriers against the diffusion of the 
patented inventions fKcnncy 1986; Feller 
1990], 

In India* despite the creation of a much 
acclaimed centre for biotechnology during 
the last phase of the prime ministership of 
Indira Gandhi, research in t>r commercial 
exploitation of biotechnology ha^ had a rather 
poor record and India has fallen behind most 
advanced market economies or the 
burgeoning economies of East Asia in this 
field also. Patent citation statistics used by 
Gupta and Subbaram (1992) and Karki and 
Gargi (1993) do nothing to dispel this 
impression. 

Karki and Garg (1993) based their 
evaluation of the worth of Indian patents in 
(he field of biotechnology filed in the US 
on citations given in the Science Citation 
Index, This is again a selection and imperfect 
method of evaluation but it gives some 
indication of the degree of potential 
international competitiveness of Indian 
patents in this particular field. 

The field of biotechnology in the study 
by Karki and Garg was broadly defined to 
include inventions broadly related to 
"procoRscs for the production of drugs, 
medicines, biocides and food, including the 
processes employing the use of micro¬ 
organisms” [Karki and Garg 1993:167]. 

Wc have to remember in this context that 
the Patents Act of 1970 docs not permit the 
patenting of products or of living organisms, 
invented or otherwise.’* In the field of 
biotechnology thus defined, there was a 
total number of 1,049 patents filed in India 
over the period 1972-1990. Of these 750 
were filed by foreigners (413 patentees'* 
and only 299 (about 28 per cent) by Indians 
(113 patentees). Eighteen multinational 
companies held about 40 per cent of the 
foreign patents, whereas in the case of Indian 
patents public research organisations held 
about 45 per cent of the patents [Gupta and 
Subbaram I992J A scrutiny of the time 
pattern of Indian-filed patents reveals no 
upward trend. However, there was a spurt 
over the period 1987-90; in four years 94 
Indian patents in biotechnology were filed; 
and in the three years of 1975-77,62 patents 
had been taken out. Otherwise on an average 
10 to 15 patents were filed by Indians in the 
field of biotechnology during the period 
1972 to 1986. 

Among foreign countries the US and 
Japan together accounted for 325 patents 
filed,but in their case and in the case of 
all foreign countries there is a distinct 
downward trend in the number of patents 
filed [Table 1 in Karki and Garg 1993; 167], 
Within the field of biotechnology, out of 
the total of 1,049 patents the largest number 
of patents (378 or 36 per cent) occurred in 
the pharmaceuticals subsector, followed 


by the number belonging to unclassified 
‘others’ (359 or 34 per cent) and then at 
some distance by the number of patents (139 
or 13 per cent) belonging to food industry 


[Karki and Garg: 168, Table 3 J, These figures 
give some indication of why the foreign 
drugs and pharmaceuticals lobby.was so 
active in trying to overturn the Act of 1970 


1‘ABLf 6A; Number of Patknts Applied for by Nahonals 
fN Home and Foreign Countries, 1982 - 1986 


Patents Applications by Nationals in 


Home Coun try__ Foreign Countries 


Countries 

1982 

1984 

1986 

1982 

1984 

1986 

USA 

63316 

61841 

65487 

67197 

69687 

140142 

UK 

20530 

19093 

22892 

16712 

1.5865 

36284 

Japan 

210897 

2.56195 

290238 

36505 

27201 

71726 

FRG 

30668 

31984 

40875 

39799 

36841 

93523 

France 

10681 

11333 

13419 

15502 

14725 

37167 


Tabu- 6B Number of Patents Grantf.d to Nationals in Home and 
Foreign Countries, 1982-1986 





Patents Granted to the Nalmn.ils in 





Home Country 


Foreign Countries 


Countries 1982 

1984 

1986 


1982 

1984 

1986 

USA 

S3896 

38364 

38124 


56510 

56179 

69266 

UK 

4686 

4442 

5403 


10496 

118.59 

20436 

Japan 

42223 

51690 

51276 


24328 

19329 

36536 

FRG 

8279 

11402 

15347 


35141 

35050 

50356 

France 

7764 

7651 

9362 


12920 

15133 

22306 

Note 

FKG - Federal Republic of Germany (at prc.scni Germany) 



Soun e 

WIPO IPS, vanous issues 







Tahi f 7A Number or Applk ations for Pati nis from Indian Rlsidfnts to 




Foreign Countries, 1976 -1989 



Ycfirs 

UK USA 

FRG 

France 

Japan 

Canada 

Australia 

Total* 

1976 

9 39 

4 

2 

5 

6 

1 

81 

1977 

25 27 

5 

2 

4 

5 

2 

93 

1978 

14 24 

4 

2 

6 

7 

2 

106 

1979 

14 25 

6 

1 

- 

4 

2 

64 

1980 

9 23 

1 

1 

4 

6 

3 

69 

1981 

14 22 

- 

2 

6 

5 

3 

90 

1982 

5 20 

3 

- 

1 

12 

1 

61 

1983 

5 15 

1 

- 

5 

2 

1 

58 

1984 

17 30 

7 

5 

12 

18 

4 

1.52 

1985 

25 25 

17 

9 

M 

10 

1 

150 

1986 

15 36 

II 

8 

5 

K) 

4 

135 

1987 

11 26 

6 

5 

3 

14 

2 

101 

1988 

41 

5 

6 

3 

10 

2 

123 

1989 

24 50 

12 

14 

4 

25 

8 

284 


Table 7B Number of Patents Granted to Indian Residents in Foreign Countries, 1976-1989 


Years 

UK 

USA 

FRG 

France 

Japan 

Canada 

Australia 

Total* 

1976 

17 

18 

- 

4 

1 

14 

2 

76 

1977 

12 

17 

1 

8 

1 

8 

6 

63 

1978 

10 

17 

2 

5 

- 

3 

I 

55 

1979 

5 

15 

3 

1 

- 

6 

1 

40 

1980 

3 

10 

1 

- 

3 

5 

2 

50 

1981 

5 

6 

- 

1 

3 

5 

2 

53 

1982 

5 

4 

- 

1 

2 

4 

2 

40 

1983 

10 

14 

1 

2 


5 

1 

50 

1984 

6 

12 

1 



6 

- 

38 

1985 

9 

10 

5 

4 

1 

, 5 

- 

58 

1986 

7 

18 

4 

1 

1 

4 

1 

02 

1987 

5 

12 

2 

3 

- 

2 

2 

48 

1988 

6 

14 

6 

5 

2 

4 

5 

64 

1989 

2 

14 

2 

2 

1 

1 

1 

41 


Note: * Total includes other countries also. 
Source: WiPO . IPS, various issues. 
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and bring in the TRtPs provision of the new 
GATT treaty signed on December 15,1993. 

To judge the relative importance of Indian 
patents in the international context. Karki 
and Garg analysed the patent citations for 
five successive years from the date of first 
publication. They found only six citations 
of Indian patents, of which three were filed 
by the CSIR, two by the Central Council of 
Research in Ayurveda and Siddha and a 
sixth by an individual (P Khanna). However 
poor the record might be as judged by this 
measure, it still underlines the importance 
of utilising the resources of the CSIK and 
of paying more attention to the inheritance 
from the traditional medical sciencesof India 
and to the enormous stock of biological 
resources occurring in nature in India 

The Indian drugs and pharmaceutical 
industry is not alone in using patents as 
competitive instruments For example, in 
the UK, the pharmaceutical industry 
intensively exploited the patent system 
Barring the case of penici 11 in, most antibiotics 
and other new drugs were patented by such 
firms as Pfizer, Parke Davis and Burroughs 
Wellcome and the patents were used to 
increase their competitive power or defend 
entrenched positions These (irms have large 
R and D outfits of their own and the US and 
Bnlish firms captured a large size of overseas 
markets by using patents and marketing 
strategies [Taylor and Silbersion 1973: 
chapter 10; Mamdani 1992:3-4). Pursuing 
a different strategy in the early 20th century 
such asconfiscaiionof many German patents 
and blockading the markets of the western 
companies, Japanese firms were able to 
capture large markets for drugs and 
pharmaceuticals (Bartholomew. 1989:231). 

In British India, in the absence of patents 
for indigenous medicines (particularly 
ayurvedic), foreign pharmaceutical firms 
seized most of the modern pharmaceutical 
markets and thus they destroyed many of 
the effective domestic pharmaceutical 
businesses [Bala 19911. In the post¬ 
independence period the inconsistencies of 
government policy (particularly with regard 
to R and D) often proved damaging to the 
competitive strength of the local business 
units [Chaudhuri 1984). 

However, the Patent Act 1970. through 
its provision of process patenting for a short 
span of time (five years from the date ot 
sealing) rather than the right for product 
patenting for a full length of rime (i e. 14 
years), gave the Indian pharmaceutical 
Industry a competitive edge over the rival 
foreign companies. High tariff rates on bulk 
drugs and basic chemicals and the 
compulsion to develop alternative process 
engineering skills helped the domestic firms 
to develop manufacturing capabilities and 
help them produce the relevant products at 
a cheaper cost from the basic stages. The 
drug price control policy for major life¬ 


saving bulk drugs, airing with a ftve-yettr 
exemption from price control for the newest 
drugs, strengthened the position of Indian 
companies. (^aJity control, professionalised 
management and R and D gave the domestic 
firms a competitive environment; they 
began to perform well even in the export 
markets. According to one recent study, the 
domestic companies could control 70 per 
cent of the domestic formulations market 
and 85 per cent of the bulk drugs market 
and accounted for 85 per cent of the exports 
of drugs {Business India, December 5-8, 
1994, p 55). In another study, covering the 
period from 1989-90 to 1992-93 it has been 
found that in India the leading pharmaceutical 
companies (42 companies) did well both in 
terms of sales and profits [Bandopadhyay 
and Das 1995]. It was also observed that the 
domestic firm,s did belter than MNCs both 
in terms of rale of growth of sales and profit 
{Capital Market, December5,1993, 
pp 12-13 and Nachanc 1995:263). 

On the basis of the GATT agreements, 
prixiuci patents with a life-span of 20 years 
would come into effect in India within the 
year 2(K)5. if not earlier. Several authors 
have discussed the possibly adverse impact 
of the new regime on the price and levels 
of production of drugs (Dhar and Rao 1993, 
Thomas 1993; Prasad and Bhat 1993, Keayla 
1994; Sahai 1994], With the imposition of 
new intellectual property laws along with 
the progressive dehcensing ol drug 
production and decontrol of drug pnees 
carried by the central government, there is 
every possibility that Indian companies 
would f^acc a situation close to the pre-1970 
period. How far the domestic firms will be 
able to swing the pendulum in their own 
direction would most likely depend on the 
capabilities of the lix:al firms on several 
fronts. They might, for example, explore 
markets for genetic products whose patents 
have expired, try and improve the levels of 
R and D particularly in treatment of di.seases 
typical to tropica) countries (where Indian 
companies enjoyed traditional superionty) 
and expand the production of the drugs in 
which India enjoys comparative cost 
advantages. The domestic firms might also 
collaborate with medium- and small-sized 
foreign companies in order to get access to 
markets in other countries. 

Uplil now, around 7 per cent of the total 
patents granted in India have been related 
to drug or medicines (Table 8). If wc examine 
the numbers of patents for processes of 
manufacture of food, drugs or medicines 
(which arc valid for seven years from the 
date of application) wc observe (from 
Table 9) that every year roughly 30 to 50 
patents (in numbers) were granted to Indians 
in these fields. If the domestic companies 
cannot develop oroper infrastructure and 
marketing powers to utilise those patents 
which they consider to be commercially 


viabtt, then it wriiild ht very dfffieutt iW 
them to gain competitive strength. The 
problems have become fuither complicated 
with the broadening of the definition of 
‘utilisation of patents* after the GATT agree¬ 
ment; no penalties can generally be imposed 
on the patentees just for non-use of patent 
in a particular country, if it is being used at 
least in any one country which is a member 
of the World Trade Organisation (WTO), 

IV 

Lacklustre Performance of India’s 
Innovation System 

The Indian patent system is only a part 
of the innovation system of the country. 
The latter would include all those processes 
and institutions which would aid or hinder 
learning by doing, learning by using. 


Tabu 8 Numbfr of Patfnts Related to 
Drugs or Medic ine.s, India. 1986 -1994 


Years 

Patent 

Patent 


Applicaitons 

Granted 

1986-87 

214 (6 13) 

I8S (8 70) 

1987-88 

198 (5 7?) 

124 (5 89) 

1988-89 

221 (6 14) 

3(K) (8 86) 

1989-90 

216 (5 90) 

146 (7 72) 

1990-91 

258 (6 86) 

87 (5.84) 

1991-92 

323 (9 09) 

118 (7 04) 

1992-93 

234 (6 75) 

94 (7 3' > 

199,4-94 

273 (7 06) 

145 (8 301 

Notes' 1 

Figures in brackets arc in percentage 


of total paicnts 

applications and 


granted respectively 

2 Separate lists for Indian and tnrcign 


patents are not piescnicd by the paieni 


office. 


Source 

Patent Offue- 
1990-91 onwards 

Annual Report, 

Tablf 9 

Number of Patents Granied io ihe 

Methods or Processes of Manufacture of 

Food, Drugs or Medicines in India, 


1980-1994 


Years 

Indian 

Total 

1980-81 

26 

111 

1981-82 

31 

121 

1982-83 

38 

148 

1983-84 

29 

141 

1984-85 

29 

95 

1985-86 

17 

155 

1986-87 

50 

198 

1987-88 

40 

139 

1988-89 

58 

344 

1989-90 

46 

166 

1990-91 

34 

97 

1991-92 

45 

128 

1992-93 

21 

106 

1993-94 

58 

175 


Note : These patents ore valid for 7 years from 

the date of application or 5 years from 
the date of sealing of the patent 
whichever period is shorter (see 
section 53(lKa) of the Patent Act, 1970). 

Smree: Patent Office * Annual Repftrt, various 
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inciemcriial innovations on the shop lloor, 
the now ot adaptive innovations, locally 
innovated technologies and their use, and 
ihc dilTusion of productivity i aising changes 
in general. There is plenty ol evidence ol 
ihcniallijnclioningorihe Indian innovaiioti 
system in this larger sense, especially in the 
non-agrieulliiral sectors of the economy 

The conira.st between the mallunclioning 
ol the innovation system in the Indian 
economy and its potciUial for ^.ynergislic 
contribution to the growth in productivity 
and in income can be easily illustrated by 
taking the ease ol the South Koican economy 
/\s in most other areas ol modern 
manutacturing and associated activities. 
South Koiea was a late starter eoiii()aied 
with Indian! selling ujiany kindol innovation 
sysiein For example, while the roots ol die 
Indian TSIR go hack to the second svorld 
war permd, the South Koican equivalcMil ol 
the Korea Institme ol Ssience and 
Technology (KISTi w'as not t'siablished unlit 
Flb7 [Bagchi 1'>K7 5 M Onte il was set up 
Imwevei, (he South Korean LMn'eininent 
look dei isivi- steps to link up the KIST.uid 
Its sLictcssof, Koiea Advanced Insiiiiite 
Science and Technologv iKAISI ), with 
manutacturing urnts These insinines were 
Iron! the beginning mission-oneiUed, and 
were exfieLlcd to earn most ot itien intiune 
lioinieseareheoiuiaeied loi wiih piodiKnig 
units Bui the latter were icciprocalh 
t>hliged to produce ckai progiainmes loi 
ahsorjnion ami adaptation ol leJinology 
imported Irom abroad ami were iheieloie 
obliged to set up their own k and I) units 
oi to go to a publicly sponsored R and I) 
set-up lot chalking out a icehnologv 
absvirpiion path By coniiast, whil- 
recommtmdalions were made by a nnmliei 
ol levicw'committees set up to examine the 
working of CSIK laboraloiics efleclivelv 
linking those laboiatones up with the 
activitiesolTnamdaclining units, the latter 
were not obliged loelialk out a piograinmc 
ini absorbing oi adapting imported 
technology tThis remains the lly in the 
ointment spoiling the ellectiveness of the 
Abid Hussain Conmnllcc recommendations 
obliging rSIR laboratories to earn 40 per 
cent ol then incomes Irom eoniraci 
lescaich.) In tact, firms regularly opted for 
a foreign collaboration route, bypassing 
various requirements regarding cedingson 
payment of royalties for licences of patents 
or manufacturing blucpimis obtained Irom 
foreign firms (Bagchi and Dasgupia I9KI ] 
Moreover, South Korea did not permit the 
growth of a Trojan horse in the form of 
a largo number of lorcign-conirollcd lirms 
with only a marginal interest in the 
mdigenisaiion and adaptation ot mipoiied 
technology.^ 

One of the key aspects of a national system 
of innovation is the amount and quality ol 
expenditure on R and D. Heie again, India 


was m advance of South Korea down to the 
iy70s. In 1970-71, Indian expenditure on 
R and D as a percentage of GNP was 0.35 
|XM cent, way below the I per cent ol GNP 
Mahalanobis had pleaded for in the late 
I95()s (GOI 1994 50) But at that lime, 
R and D expenditure as a proportion ot 
GNP at 0 U pci cent w'as marginally below 
that ol India (HagGii I9S7 551. By 19X2. 
however, the percentage ol R and D 
expenditure to GiNP was already 0 95 in the 
i, aseol South Korea, whereas that percentage 
wMs noi leaGied m the case ol India until 
19X()X7 In (he Indian case, the 
corresponding piopoilion marginally 
increased to <)9() pei cent in I9XX-X9 and 
ihen shpfied u> 0X9 per cent m 1900-91 
|(i()I | 0<12 S()| In the ea‘>e ol South Korea, 
the [leiccniage of R and 0 expenditure to 
(iNP had gone up to ] 9 pci cent by 19XX 
!(;oi 1994 ^xn| 

riic conn as! heiw'ccn India and South 
Koiea III respect ol the pi i vale sector 
contribultoii to R and I) expenditiue is 
equally stark, .uid ii iould he argued that 
the lailiire o! the Indian private seelor to 
I'rigage in R and I) aeliv iiies is a m.i|oi I.kIoi 
behind the pooi peilormance India’s 
iniiovaiion svsiein, including the patent 
sysiem component ol lhal l.irgcr syslerii In 
1970 7I, [Oivaie limding ol R aiul D 
aeeounled lor less than ID per vent ol lot.il 
iuiMonal R <ind I) expcndiluic in India By 
!9S()-Xi It .iiiKuinied to about 14 per icnl 
ol the iiaMonal fv and 1) cxpcndiUire. ami m 
1990 91 II IlII s|h>n ol that 14 per veni liguie 
((?OI 1992 ‘49 1 In eonirasi. m South Koicm 
m 1970-7! pnv ale lunds alicady aeeounled 
loi 33 pel t.eiH of total R and I) expenditiue, 
by 19X2 pnvaic souices contributed 00 per 
cent ol the national H anil D expendiliue 
and hv 19X7 [uivate binds aeeounled loi 
XO per cent ol the nalional cxpendituio on 
k and 1) iKim 1993 3701 

'rile argniiHTil lhal excessive goveinment 
legulatioii or (lie excessive weight ol the 
public siu'ioi milieeconom\ .ireresponsible 
lor the pool peilormance oj the Indi.m 
mnovalion system or the pnvaic* seeloi 


component of that system is noi persuasive 
because m respect of the degree of 
government regulation or the prominence ot 
the public sector, South Korea compared 
well with India tor most ol the period 
covered (Bagchi 19X7, Amsden 1989; 
Haggaid 1990. Wade 1990, Singh 1994; 
Lee 1995, Bessant and Kaplinsky 1995] 
There IS also little evidence lhal the economic 
hbci alisai ion process which recei ved a strong 
impulse I rom 19X5' did anything to improve 
the innovational or icchnology absorption 
record of Indian mdusiry I'hc inciea.se in 
hrm si/c* increased lorcign coinficliiion oi 
increase m the torcign equity component ol 
capital invested m India were expected to 
stimiil.iie Rand D acti vine's and Ihcirqualily 
On a study ol the iccorU during Ihc years 
19X5-1991 It was louncl. however, that 
“lorcMgn equity [was) negatively associated 
walh R and 1) intensity” |Alam 1993:521 
and turn si/e and increase in degree (d 
competition ihioiigh a greater degree of 
opening up ol the lorcign trade sector had 
no disc'd ruble impact on R and activities 
On the conliary, a larger imfiorl of raw 
materials ami components ihiough the casing 
ol the loieign trade legimc. was also 
“negatively related with R and D activities” 
lAIam 1993) 

'I'here is a piovision m the Indian F*aleni 
.AlI 1970 that every paienlec and Ircensce 
should regularly {allci six months) keep the 
('ontroller ol iMtcnls intoimed about the 
.ictLial^ iiiihsation oi working ol [latenis 
(section 146(2) ol Faiem Aci 1970) But m 
reality, no compulsion was ever used U) get 
such inloimalion liom (he patent holders 
even at the lime ol renewal <d patents Each 
yeai only about one-lourlh ol the patents in 
loice, contained information about the 
siaiiis ol the p.ilenis (wtieihcr they arc 
being uiihsed or not) So exhaustive data 
on patents worked were never available 
Oil the basis ol the data available, it has 
been lound that only around ^ to 5 per cent 
ol total patents in lorcc were actually 
worked m Inilia (Table 10). 

Again, in India a large number ol i>a(cni 


1 AKi 1 10 Nimhikui P/Ml ms V/okKi I) in India iiNUfk Dimkrini Filins, 19XS-1992 


Yeais 

(dieinu al 

McLhanical 
and Geneial 

Idecincal 

Folal 

19SS 

S6 

169 

70 

42S 

1986 

107 

395 

102 

604 

I9S7 

ISl 

^18 

89 

SSS 

1988 

15-S 

toi 

1 IH 

S74 

19X9 

64 

172 

St 

289 

1990 

80 

134 

48 

2S2 

1991 

9’ 

210 

40 

(43 

1992 

6t 

1 

S2 

271 


Notes ! Annual Reports of the Patent Ottice did noi prcscni separ.iic lisis loi Indian and (oreign 


pale 11 Is worked 

Patents holders otien did nor disclose irifonnation regarding ihc working ot patents ilnnigh 
iheie IS a provision in the Parent Aci lo do •“O (see Seciion 146(2) ol rhe Patent Aci 1970), 
so the lisi might not be exhaustive 
S(mri e Same as Table 8 
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applicaiions are kept waiting, pending the 
submission of the final examination report. 
According to the Annual Report of the Patent 
office only around 25 to 30 per cent of the 
total patents to be examined in a year are 
actually being examined, (one reason for 
this IS the insufficiency of qualified staff in 
the Patent Examiner section). Every year 
around six to seven thousand patent 
applications are being carried forward to the 
next year lor a luture examination Thus in 
the process, the innovations often lose their 
compinitive edge and the patent applicants 
often lo.se intere.sl in obtaining iheir patents 
In India normally it takes 2 to 4 years to get 
a patent finally scaled, even when applicants 
are persistent. These data underscore the 
lack-lastre performance of the Indian patent 
system as an instrument of innovation and 
competitivene.ss 

The success or failure of the innovation 
system has ultimately to be judged by the 
extent to which it promotes growth of 
productivity and national income per capita 
in an economy Bui within a capitalisi system, 
the use of R and D and patents for protecting 
national markets and penetrating foreign 
markets arc important criteria which can be 
used for ludgirig the effectiveness of the 
innovation system of a country By these 
criteria the Indian patent system introduced 
in 1972 can claim only a limited success at 
best This is not to deny the sigiiificant 
advances made especially in the area of 
drugs and pharmaceuticals obtained with the 
help of the Patents Act of 1970 [see, for 
example. Kcalya 19941 This is also not a 
suggestion that the .scuttling of the 1970 
patent system on the dictates of the new 
World Trade Organisation or a further 
crippling of the national innovation system, 
through the sacrifice of national autonomy 
in policy-making accoiding to the IMF- 
World Bank gospel, is a way forward. The 
enquiry should be dii ccted towards designing 
a national innovation system of which a 
rationally con.structed patent system will be 
a major component. 

Certain simple measures can he suggested 
to improve the working of patents as 
competitive weapons. They would include 
wide and intensive use of the patent 
information network and efficient 
dissemination of such knowledge both 
among large and small firms, extension of 
service of the patent of fice for giving opinion 
and sugge.slions to the domc.stic researchers 
(or research units) about the scope for 
patented inventions in specific fields, 
employment of more professionals who are 
able to read and wiitc patents properly and 
obey official formalities; and creation of 
funds foi development of patents and for 
management and marketing of domestic 
patents. Active and well-maintained linkages 
among research institutions, industrial 
organisations and patent office are also 


necessary for achieving the implicit or 
explicit objectives underlying the creation 
of a patent system. In-house patent search 
service, effective screening of unworked 
patents and lapsed patents to retrieve the 
usable technologies, and i mparting of training 
to utiii.se international patent information, 
could be considered further as some of the 
vital steps to strengthen both the institutional 
support and innovative environment of the 
firms. 

Notes 

I Funding and assistance with intellectual inputs 
of the ineinhers of the International IDevelopmeni 
Studies unit of Ruskildc Universily Centre, 
Denmark^ are gratefully acknowledged In 
particular, we are indebted to discussions with 
Launds Laundsen and John Martrins.sen. who 
have been collaborating in a joint research project 
on intellectual properly rights with the Centre for 
Studies in Social Sciences, Calcutta We arc also 
thankful lo the Patent Office Library. Calcutta, 
for Its help in gathering the data ] ^ 

1 In Japan, unless the applicant or a third party 
makes a written request within a period of 
seven years from ihc date of filing of pateni 
applications, the paients will not be examined, 
then the pateni applications will be treated as 
withdrawn However ihc applications could be 
converted into applications for utility models 
(minor invention) Similar types of rules arc 
followed in Germany al.so In South Korea the 
applications could be left unexammed for five 
years [Jacobs 1994 J-K.G-9. K-21) Inaddition. 
in Japan, through a provisional publication of 
patents {Ktikai)ci\ch patent application is laid 
open to the public inspection after 18 months 
from the dale oi application Then the applicant 
enjoys the implicit right to get compen.sation 
from any third party who is commercially 
working the invention sought to be patented 
However, the right can be cxcrci.sed only after 
Ihc post-exainination publication of pateni.s 
{Kokokit) But even then the law is strong 
enough to protect the applicant against 
infringement by others 

2 Ulilily models arc minor innovations They 
also indicate any novel device relating to shape, 
construction or assemblage of articles The 
registration laws are le.s.s strict here The rights 
conferred hy utility models are similar to lho.se 
conferred by a patent, however utility models 
are protected for a shorter duration Several 
nations such as Germany. Japan, Spam ancf 
South Korea give additional protection to lhe.se 
utility models 

Patenting us such is an expensive business m 
the US It often requires professionals who can 
successfully draft the patent right which should 
he protected However, in the US there is a 
two-iier system regarding the payment of fees 
for patents The small entities, i e. independent 
investors, small firms with less than 500 
employees and non-profit organisations 
generally enjoy a concession of 50 per cent 
regarding payment of such fees However, 
the status must be established m respect of 
each patent applications Still the total fees 
lor patent registrations and maintenance arc 
very high. In April 1994 the filing fees was 
US $ 35.S for small tnUlics and US $ 710 
for others, patent issue lees were US $ 585 
for small entities and US $ 1170 for others. 
These exclude the renewal or maintenance 


fees which are payable after three years and 
attorney fees which are again exorbitant. If 
we include all such fees the total cost might 
cross even US $ 10,000. (See the Manual 
for the Handlin/^ of Applicatitmx for Patents. 
Desif^ns and Trade Marks thr€»ughout the 
World, (in short. Manual), Amsterdam, 
Octrooibureau Los en Stigter, Supplement 
No 70, April 1994, Section US, pp 29-35 and 
also Jacobs 1994, pp U.54-U59.) 

The application fee for patents in Japan (since 
January 1988) is 14.000 Japanese yen (or 
about US $ 110 at the 1988 conversion rate) 
and the patent examination fee is 58.000 
Japanese Yen (or about US $ 455). However, 
in Japan patent renewal fees are quite high. 
The fee is about US $ 500 after nine years and 
then It IS doubled after every two years: thus 
the fee becomes about USS 4.()(X) (or 512,(KK) 
Japanese Yen), if anyone wants to keep the 
pateni valid up lo 19 or 20 years Moreover, 
the charge will be 10 per cent more (in yen) 
for each additional claim for invention (See 
the Manual Supplement No 58, September 
1988, Section on Japan, pp 1-18 and the IMF. 
International Financial Statistics fot the 
conversion rates ) 

However, in India the fee for patent registration 
IS negligible. Until 1992 it was within 
US S 20 In 1995 the fees were revised, still 
one can take out patents ir. India at a cost 
within US $ 30 However, these exclude the 
attorney fees which vary generally from US 
$ 100 lo US $ 300 depending on Ihc ntiture 
of complications of the patents (the mfonnation 
IS based on interviews with the Patent Agents 
and the Patent Office Annual Report) 

4 However, under Ihc Budapest Treaty 1977 
which IS followed by .several countries, vi/, 
US. UK, Germany, France, Japan and South 
Korea deposits of micro-organisms arc 
protectable The US Pateni and Trade Mark 
Office (PTO) determined that non-human 
multi-cellular living organisms including 
animals are patentable (US Supreme Court 
Judgment 1980, Ananda Chakraborty case) 
However, in India there is still no national 
facility for depositing inicro-organism.s 

5 See Fransman and Tanaka (1995) for evidence 
of the Japanese advances m biotechnology and 
Office of Technology Assessment (1984) for 
the US data 

6 We have used the cose of South Korea for 
illustrative purposes only With only slight 
changes, the proposition about the catching- 
up in national systems of innovation would go 
through m the cases of the People's Republic 
of China and Taiwan as well [Bagchi 
1987 chapters 3 and 4; Haggard 1990:chaptcts 
4 and 8: Wade i990:chapters 5-9. Hong 1992, 
Kim 1993. and Hou and Gee 19931 

7 For the details regarding such liberalisation 
policies see the Government of India, Econonui 
Surve\. vanous issues since 1985. 
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the consumer 
industry 


By S. M. Datta, Chairman, Hindustan Lever Limited 


GROWra AND 
CONSUMPTION 

Four years of economic and fiscal res¬ 
tructuring have brought us close to the reso¬ 
lution of the crisis which tnggered the entire 
process It was primarily an external pay¬ 
ments crisis and lias been resolved through a 
judicious mix of external trade stabilisation 
on the one hand and strengthening of the 
manufacturing sector on the other Now tliat 
the economy has regained some stability, it is 
lime that we addressed the long standing 
problem of inadequate growth and the 
unequal distribution o( our economic gams 
with a fresh mindset. 

Consumption Powers Growth 

The economy has recordc'd a surge of growth 
in 1994-9S and the spate of recent forecasts 
project future growth rales of around 6 per 
cent. 

Apart from greater-access to foreign sav¬ 
ings, the implicit assumption appears to be 
that domestic consumption will increase 
sharply to sustain this growth. Exports will 
certainly grow, but they will not become 
large enough to provide a major outlet for 
our manufacturing sector Tlicrcfore, we have 
to reckon with the size of our domestic con¬ 
sumption 

CONSUMPTION IN 
THE RURAL SECTOR 

Private consumption is generally associated 
with the urban sector. But the situation has 
radically changed over the last decade due to 
the rapid development of the distribution 
infrastructure and the media reach Today, the 
rural sector accounts for nearly two thirds of 
the country’s private consumption 'Hic str¬ 
ong links of the urban economy with the 
manufacturing and services sectors usually 
result in channeling the economic gains ol 
development towards urban population Yet, 
urban consumption alone cannot sustain the 
projcc'tcd griTwih because the Indian econo¬ 
my continues to be significantly agrarian 

INVESTMENT DOWNTURN IN 
AGRICULTURE 

India’s overall agricultural growth rate of 2.2 
per cent, recorded since the Green 
Revolution years, is among the lowest 
achieved in the world. The agriculturaJ econ¬ 


omy IS therefore badty in need of a smart 
acceleration to bnng down rural ptjveriy anti 
rtxiuce the rural-urban income disparity 

The Investment Options 

Although the absolute quantum as well as 
the proportion of the Plan expenditure ear¬ 
marked for agriculture, irrigation and rural 
dcvciopmcni has increased suKstantially, the 
titjvcrnment share of capital formation cot) 
tiniies to decline because ol the unLiridlcd 
growth in revenue account subsidies lor fer 
tiliscr, power, watcr^nd rural credit Accor 
ding to TuSUA statistics, the (lovcrnrneni 
inlcrvTnlion in the agricultural produce mar¬ 
ket lowers the payments reteivcd by thc 
Indian farmer by 18 per cent ('.orrechve 
.steps taken during the last ten years have, 


however, caused the price index of agriciil 
rural commodities to rise faster than the 
wholesale pnee index 

THE RURADURBAN LINKAGE 

In their attempt to catch up with industri¬ 
alised societies as qui^'kfy as possible, the less 
developed countnes usually iwcrlookcd the 
lessons of economic history and omitted to 
strengthen their low-productivity agriculture 
sector as a prelude to industrial develop¬ 
ment. Apart from large irrigation projects, the 
entire development effort was directed 
towards the manufacturing and.infrastruc¬ 
ture sectors. 

L(x>king back, one can clearly perceive a 


lack of harmony and integration between the 
development of the rural and the urban sec¬ 
tors of our economy 'flic capital intensity of 
rural, agricultural gri>wth is tar less than that 
ol iirtTan, indastnal growth riiereforc, a cer 
tain degree of imbalance in the allocation of 
development expenditure is unavoidable 
But, when carried to extremes, siK'h invest 
mcni disparities can lead it» serious prob 
lems. such as low agnciillural productivity 
and increased rural jioverry 

Influence of Agriculture 
on Industry 

llie important.e of agricultural growth and 
procUiciiviiy tti the counirv s economy is 
apparent in maintaining ihe [inci- stability ol 
r(K>dgrain.s and olhci tssciUiaK Agricultural 


income also fuels the rural consumption of 
iTK^st consumer gotxLs. In textiles and edtblt 
oils, the rural consumption amounts to nv 
much as three times the urban consumption 
Therefore, many industrial corporates, incliid 
mg Hindustan Lever, have been devotin.y 
greater attention to understanding and ser¬ 
vicing the needs of the rural consumer. 

HIGH GROWTH 
FOR AGRICULTURE 

llic relatively low productivity of Indian agn 
culture, the large untapped irrigation poten 
rial and the pnmitiW: status of rural industry 
arc some of the factors which point to the 
high potential for growth in the rural econo- 


Agriculture is a commercial activity and its success is 
determined by the financial rewards. Efforts to 
overcome the disadvantages inherent in small 
holdings have so far relied upon the financial and 
technological intervention of Government institutions, 
but with limited success. A more feasible solution could 
very well lie in organising the farmers themselves into 
joint stock companies to own and to operate their 
landholdings. This should bring home the benefits of 
scale in exploiting technology, as well as markets, while 
ensuring that the farmers enjoy a continued 
sense of ownership and participation 
in asset management. 
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my. Agrtcultuntl reforms arc urgently needed 
in order to realise this latent growth llicse 
niUsi focus on specific policy issues 

Productivity in Agriculture 

The first such issue concerns agricultural 
prfHjuctiviiy Our yielils continue to be rather 
low in absolute terms for example, t)ur 
paddy yield is only 10-4*> per cent ol the 
world’s (japan and C^hina) and a third of 
the world’s highest (UK and 1 ranee) In fact, 
our agricultural prudueliviiv is less than two- 
thirds ol the world’s averagt* 

'I’hc low axcnigc si7c ol lioldmgv in India 
ts often advancetl as the reason lor our low^ 
procluciivii\ Ijind ow nership is skc'wcd just 
iwo |XT cent of the ownicrs Ciintro! over 20 
per cent of the land while nearly (K) pci cent 
of the landln,*UltTs ciiltivalt onl> H per ctrii 
of the land t )n the other hand, our per capita 
av.uiabiiitv of arable laiul tO 2 heciares) is 
fU'ice thal of Israel, lour times that t>f Korea 
and five (inic s that ot Japan All these <.oun- 
ines have a high agrtculftiial produenvitv 
d? '‘pi:t holdings 

i’hc produt fivity of jhe ‘‘iiiall and ihe 
marginal larnicr is rc'tardcd the - cry lumt 
svi a< eifss winch he may havt to n ievani 
injormatson r xierision services aiul agrn u! 
nital t redn The large body of kn* »t'<lge on 
Indian agriciilfurc . generalt d lhri>UKh V(..irs 
of rescan 1 1 is v i lo lx- translornu t! mio an 
oigamst d mimology sn.iaincxl by a prolc'.- 
Monal IkmJo oi prat tilioners 

Infrastructure for Agriculture 

\ St tone! rck'vani issue is !h.i( of agi k ulniial 
infrasif lit lure Among the physn.a' tnirastrut- 
uirt l.unines, irnganon has in nxeivrd 
(he greiitesi tiegut -d altenhon and invest 
ment, altliougl) twoihirds of the* tolal agtn ul 
tural t)ntput slid t ^>^tlnucs Iti be raioled 
Vt'hilc the gDss invtsimeni m irrigation is 
about Hs 60,000 t jores, the due-, i annua) 
liiiafKia! recovery is estmiafed at below’ 
Ks AOO erorcs Nearly .-^O per sent of tmr 
povvf r consumption is in the agrit ulturc m\- 
lof But the small and maiginal fanners arc 
hardly able to affoixi the equipment needed 
to utilise power and arc theix'lorc unable to 
hcndit from this facility 

The strategy for building India’s rural 
infrastructure is strongh laced w'lih ilogma 
and often full ot contradx Oons IVrhaps ii 
will not lx: too farfetched to visualise a land 
Army, recanted from among India s 2(KJ mil¬ 
lion rural poor, being -usctl for mainiainmg 
and for creating fresh capital stock in agne ul 
lure while being paid in kind from our over¬ 
flowing stock of 31 million tonnes of hxxl- 
gnjins 

Social Infrastructure Needs 

The foregoing discussion on physical infra¬ 
structure IS meant to illustrate the neeil for 


positive and pragmatic thinking. A similar 
approach is necessary to fulfil the social 
infrastructure needs as well Hdiicalion is one 
such necessity whu li should not be confined 
to universal primary education Hie vibrant 
growth of agriculture needs the informed 
pariKipation of landholders possessing a 
sound knowledge of ihc craft of agriculture 
for this, we need to conven t)ur extensive 
knowledge fiase into user friendly' technolo 
gy packages aimed .ii improving efficient use 
of rc'sourccs 

Trading in Agriculture 

riie reclining food shortages in the early 
\cais .dler IixU pt ncIcncc gave rise lo the 
Lssentia! ( onitnodiiies Act m JhSS Supplem¬ 
ented b\ s’lhscqiif nf enactnunls at Slate and 
rential liM i tin ailmim^iered marktX svs 
(eni now' tovet- .imund 90 per cent oi the 
ciiltiv'alcd an .i in<l thdproduce 

Hn e .md w l t .u the two major food 
grams, proc'iclc .in interesting ca'-e sindv 
1 luring ili( p.pt five sears, the total oulj>ui 
lias fluciuatid 'A'.ilnn a rclativclv nariow 
band ol to M" million tonnes Ikrtwecn 
1*^ tihI 20 per cent of llie crop ha^ been pro¬ 
cured h\ tin t vd rh( (government, howc-vcT. 
has ifu lined i loss of ncaOv R.s 1 (),()00 crores 
in du lasf !nc \t.iis Ijic tinvale trade (hail- 
lids uif anv\ lul* ii.ivi tornniuecl to handle 
n'ofc }h.m H(y per i <an ol the crop and liavc' 
e.inic d 11 .nsisic r.(i\ Inglur margins Yet tfic 
issue pms ai ttu lOO.OIK) laj' ITu i shops 
have rcnianud Orvoncl the e< onomic reac h 
ol the million pff.ple who live below' the 
po\'cri\ \vu 

ot (oiirsi ir.hJmg ip fv>‘>dgrams invtilvcs 
losjs such lf»i ^lor.tge, h.nulling. transport 
and working as well as for llu* pro 

cessing needed !«» n rider the grains suitable 
lor tnidt and |.a pf mV iding tin re<tiiirecl jirol 
it margin sncii issues ol supph chain nian- 
agcmcni ran h* c ompit hcnsivcdy handled 
through the v l.issu approachi s of comniodi- 
l\ iradirig, providi t! ibe nei essary latitude is 
permute cl 

CORPORATE INriTATIVEvS 
IN ACfRK ULTlTRE 

Our search tor Inghcr agrn iiluiral ouipiii 
fired not lx: Irnsiratcd by the complexities of 
socio-economic maladies fhe pioneering 
efforts of Ihc M.ition:t! Dinrv Development 
lioard (NDDB) have amply demonstrated the 
beneficrnt role- of conwirie imliaiives The 
dairy' fiLniers, a. well as the consumers.have 
derived spectacular benefits from the cffi- 
c lent m crmcdiatjon of the NDDU, although 
Ihc commcaial feasibility' is ol>scaircd by thc 
large, b\h unspecified, grants and subsidies 
extended by internalicniil donors and the 
(.comment Tlie smaller,but comnicncial ori¬ 
ented exp«:nmeni.s conducted by Hindustan 
Lever over the Iasi lour decades also demon- 
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stnitc the success of such coiporatc efforts, 
llicse experiments include the contract culti¬ 
vation of exotic pea varictic.s, milk collection 
supported by rural development activitie.s 
directed towrards upgrading farm incomes, 
intensive consumer contact programincs in 
support of complc*x fertilisers, hybrid .seeds 
and plant nutrients and, finally, extending 
retail distribution channels to more than 
60,(KK) villages 

Dirvi corjxiRtic participation in agricul¬ 
ture would have manifest Ixrncfits but is not 
presently penniticd outside tlie recognised 
plantation industry However, it would be 
worthwdiilc lo consider a special dispensa¬ 
tion for the rehabilitation of degraded land 
l.and degradation anscs from unscientific and 
indiscriminate exploitation of cultivated 
areas .tnd from illc-gal denudation of forests 
followed hv wine) erosion Official estimates 
place the c|uarmim of such degraded land at 
ns million hectares, while non-offic ial esti¬ 
mates are fat higher Hindustan Lever’s 
experience with iisar land reclamation in IJ P 
show's that w hile the existing technology 
base IS perlc'cily adec|uatc, the necessary 
organisation and investment is w'cll beyond- 
ihc capability of the farming community 
( omrnerciallv viable development of waste¬ 
lands by the corporate sector, under a social 
contract with the (lovcmnicnt. w^oiilcl signifi- 
Lantlv .nigmeiu our agricultural cjutpiit 

AGRICULTURE AS 
AN ENTERPRISE 

Agncultiiic IS a commercial activity and its 
success Is determined by the tmaneia) 
rewards Liforis lo overcome the disadvan¬ 
tages inherent in small holdings have so far 
relied upon the linancial and technological 
intervention ol (fov' inment institutions, but 
widi hmiled success A more feasible solution 
c ould very well lie in organising the thimers 
themselves into joint stock companies to 
owTi and to operate their landholdings This 
should bring home the benefits of scale in 
exploiting technology, as well as markets, 
while ensunng that the farmers enjoy a con 
tinued sense of ownership and participation 
in asset management We need to harness our 
industries in such development efforts 
bee ause the fuluir growth of the manufactur¬ 
ing and service sectors would be strongly 
influenced by the pat e of wrc-alth generation 
and the future growth of consumption in 
rural India 

This f V an abridged iiprsum oj the speech tkdti>ered at 
the AGM (]f Hindustan Lever Limited in Bombay m 
June 19, 1995 For the fiill text of the speech, please 
write to the Communications De/tartment, Hin¬ 
dustan Lever Limited, IV Box 4(FX Bombay 400 001 . 
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BALANCE SHEET OF INDIAN BRANCHES 
AS AT MARCH 31, 1995 



CAPITAL AND LIABILITIES 

Capital 1 

Reserves and Surplus 2 

Deposits 3 

Borrowings 4 

Other Liabilities and 
Provisions 5 


PROPERTY AND ASSETS 

Cash and Balances with 
Reserve Bank of India 

Balances with Banks and 
Money at Call and 
Short Notice 

Investments 

Advances ' 

Fixed Assets 1 

Other Assets 1 


21,960 


21,960 


6,056,088 4,144,190 

46,161,809 45,474,630 
7,144,205 5,634,142 

5,691.465 5,293,409 

65,075,527 60,568,331 


11,557,998 6,377,21? 


1,293,641 


869,678 


Contingent Liabilities 
Bills for Collection 


8 22,736,891 24,360,823 

9 17,875,043 18,962,689 

10 3.711,097 2,445,129 

11 7,900,857 7,552,800 

65,075,527 60,568,331 

12 90,927,865 68.848,139 

3,486,481 2,837,170 


See notes appended 

In terms of our attached report of even dale 


For Bharat S. Raul & Co. 
Chartered Accountants 
Sd/- 

SAMMY MEDORA 
Parmer 

Bombay, June 22, 1995 



As at 

31/3/1995 

As at 

31/3/1994 

Rs. ’(XK) 

Rs. ’000 


PROHT AND LOSS ACCOUNT OF INDIAN 
BRANCHES FOR THE YEAR ENDED 
MARCH 31, 1995 



INCOME 

Interest earned 
Other income 


EXPENDITURE 
Interest expended 
Operating expenses 
Provisions and 
Contingencies 


PROFIT/1.0SS 

Net profit for the year 
Profit brought forward 


APPROPRIATIONS 

Transfer to Reserve under 
Section 11(2) (b) (ii) 
Transfer to Surplus on 
Sale of Immovable 
Properties Reserve 
Remitted to Head Office 
Transfer to Property 
Investment Reserve 
Transfer from Property 
Investment Reserve 
Balance Carried Forward 


Sd/- 

D R JEFFREY 

General Manager, Investment Bank 
and Finance, South Asia 


Year 

Ended 

31/3/1995 

Year 

Ended 

31/3/1994 

Rs.’OOO 

Rs. ’000 

5,783,654 

1,539,400 

5,777,134 

636,570 

7,323,054 

6,413,704 

3,750,718 

1,818,221 

4,036,784 

1,522,761 

979,347 

661,732 

6,548,286 

6,221,277 

774,768 

1,247,378 

192.427 

1,305,270 

2,022,146 

1,497,697 

154,954 

38,485 

0 

0 

350 

281,484 

33,244 

0 

0 

1,833,948 

70,000 

1,247,378 

2,022,146 

1,497,697 


Sd/- 

M. M. MISTRI 
Chief Executive Officer 
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SCHEDULES FORMING PART OF THE BALANCE SHEET OF INDIAN BRANCHES AS AT MARCH 3L 1995 



SCHEDULE 1—CAPITAL 
Amount deposited with the 
Reserve Bank of India under 
Section 11 (2) of the Banking 
Regulation Act, 1949 (Market 
value of secunties lodged) 

Head Office Reserve 
(Amount remitted in sterling 
from head office) 


SCHEDULE 2--RESERVES 
AND SURPLUS 
Statutory Reserve 

Reserve under Section 11(2) (b) (ii) 
of the Banking Regulation Act, 1949 
Opening Balance 
Additions during the year 


Capital Reserves 
Property Revaluation Reserve 
Opening Balance 
Additions during the year 

Surplus on Sale of Immovable 
Properties 

(net of capita) gains tax) 
Opening Bidance 
Additions during the year 

Property Investment Reserve 
Oj^ning Balance 
Additions during the year 
Deductions during the year 

Other Reserve 
Opening Balance 

Head Office General Charges 
Reserve 

Opening Balance 


Profit and Loss 
Balance carried forward per 
Profit and Loss Account 
Add: Tax Credits Receivable (on 
Specific Provisions for 
Doubtful Debts) 

—Contra to Other Assets 


As at 

31/3/1995 

As at 

31/3/1994 

Rs, ’000 

Rs. ’000 


730,008 


727,790 


477,013 

154,954 


631.967 


1,749.851 

1,171,326 

2,921,177 


438,528 

38,485 

477.013 


1,749,85! 

J) 

1,749,851 


168,617 

33,244 

_0 

201,861 


197,976 

3,326,047 


238.617 
0 

70^00 

168.617 


197,976 

2,121,477 


1,833,948 j 1,247.378 


264.126 

i098.074 

6,056,088 


298.322 

T,545.70b 


4.144,190 



SCHEDULE .V-DEPOSITS 


Demand Deposits 
From Banks 
From Others 


Savings Bank Deposits 

Term Deposits 
From Banks 
From Others 


Deposits of Branches in India 


SCHEDULE 4~BORRO WINGS 

Borrowings in India 
Reserve Bank of India 
Other Institutions and 
Agencies 


Borrowings outside India 


Secured Borrowings included 
above 

SCHEDULE 5—OTHER 
LUBILITIES AND 
PROVISIONS 

Bills Payable 
Interest Accrued 
Head Office Funds in India 
(Refer note 2(c)) 

Others (including Provisions) 


SCHEDULE 6—CASH AND 
BALANCES WITH 
RESERVE BANK OF INDIA 

Cash in Hand (including 
foreign currency notes) 
Balances with Reserve 
Bank of India 
In Current Account 


As at 

31/3/1995 

As at 

31/3/1994 

Rs.’OOO 

R.S. ’000 

313,218 

244.413 

7,873,373 

7.039.925 

8,186,591 

7,284,338 

8.527,350 

6,777,086 

4,952.128 

8.194,084 

24.495.740 

23,219,122 

29,447,868 

31.413.206 

46,161,809 

45,474.630 

46,161,809 

45.474.630 

826.400 

0 

43,062 

51,908 

869,462 

51,908 

6,274.743 

5.582.234 

7,144,20.5 

5,634.142 

869,462 

51.908 


1.534,992 

2,110,979 

829,631 

1,215.863 


1,015,195 

2,421,444 

829,631 

1,027.139 


5,691.465 5.293.409 


171,055 131,222 

11,38 6,943 6 ,245,990 

11,557,998 6,377,212 
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Saffronisation of Shiv Sena 

Political Economy of City, State and Nation 

Jay ant Lele 

The blatant claim of responsibility by the leader oj the Shiv Sena for the orchestration oj the January 1993 riots, 
without attractifif* reprisal, and the issuint^ of open threats indicate the dramatic changes that have occurred in the 
1960s. The open complicity of a substantial section of the police force and the involvement of white-collar neighbourhoods 
also demand some critical analysis. This paper traces the transitions in the life history of the Shiv Sena over the 
last 25 years in such a way as to set an af*enda for Juture research and practice, with the practical f*oal of finding 
ways to meet the Shiv Sena challenge. 


DURING ihe January 1 <>93 nolsin Bombay, 
ihe Shiv Sena once again displayed ils 
muscle power This lime the mobilisation 
of Us troops had some distinclivc features 
It was far more systernalic than evei before, 
in Its organisation, in the largeling of its 
enemy and in the total dehumanisation and 
brutality of its melhods The rise and fall 
in the Shiv Sena’s prominence in the poliiical 
events of Bombay-Maharashtra has oticn 
been desenbed in terms of waves of 
popularity and decline 'Fhc distinctive 
fcaiures of the events of January 6-11,1993, 
however,requirethaiilnot betieatedas ‘|ust 
another communal riof 

'Ihe blatant claim of responsibility loi 
the orchestration of Ihe riots without 
repiisal, and open threats of further violence 
if necessary, by the leader of the Sena, 
indicate the dramatic changes that have 
occnired in the climate ol political 
legitimacy since the 60s. F^'oi the first time 
in Bombay’s history, people were fleeing 
en masse from the city, over 2.00,000 arc 
reported to have abandoned their 
possessions and their livelihoods to escape 
attacks of the Saimks 'I'hat these included 
both Muslim and non-Muslim 
Maharashti lans laises some questions about 
the authenticity and cfluacy of the Shiv 
Sena's espousal of the Hindu cause and 
about the concept of Hmdutva itself. 

The open complicity of a substantial 
section of the police force and the 
involvement of wlule collar neighbourhoods 
(eg, middle class’ women brutally attacking 
Muslim women and children) also demand 
some crilicid analysis and explanation The 
purpose ol this paper is to trace the transitions 
in the life history of the Shiv Sena over the 
last 25 years in such a way as to set an agenda 
for future research and practice, with ihc 
practical goal of finding ways to meet the 
Shiv Sena challenge. 

Origins- Thu I %0s 

When the Shiv Sena was launched in 1966 
it had a simple programme and a limited 
constituency; the reservation of jobs and new 
economic opportunities for Malianwhtrians, 


mainly in the lower echelons ol white-collai 
employment A wider programme, implicit 
in this demand, evolved ovci tunc Since 
migration from other cultural regions was 
tdeniified as the main culprit, demands were 
made li) curtail it. Given the specific part 
of the )oh markel the Shiv Sena wanted to 
protect, the enemy w'us also specifically 
idcntilicd as ‘south Indians.meaning mostly 
those from Tamil Nadu. The prominence of 
soulherneis had become noticeable in 
inlcllcctual arenas such as journalism, cultuic 
and education, and had visibly incieased 
since inoependcnce The noticeable pi escncc 
of south Indians in clerical and lower 
nianagemcnljobsinlhe burgeoning capitalist 
sectorindustrial and commercial - was 
attiibuted to their command of the fingli.^h 
language and to their willing subsetvience 
to authority I’hey became the prime target 
of Sena attacks At the same lime, 
Mahai ashlrians were asked to emulate those 
qualities. 

Bel ween 1960, w'hen the state of 
Mahara.shiracame into existence and 1966, 
majorchanges in the structure of Bombay’s 
economy occurred The underside of state 
sponsored private capitalist development, 
an ‘underw'orld’ of extortion, snuiggling. 
drug trafficking and contraband peddling, 
had begun to emerge. The policy of 
prohibition produced a thriving class of 
bootleggers. Fur the residents of relatively 
homogeneous Maharashtrian white-collar 
neighbourhoods, these changes in the socio¬ 
cultural scene were peripheral and yet 
potentially threatening. When the Sena also 
promi.sed to wipe out gangsterdom, it 
struck a sympathetic chord. By the end ol 
the 1960s, while publicly attacking 
the underworld, it managed to cicale 
within Itself a strong and dedicated 
following that gave the organisation its 
muscle power and in return gave tho.se in 
the underworld the benefit of its 
organisation and discipline. 

The founder of the Sena, Bal Thackeray 
(BT), lived in Bombay’s Shivaji Park area, 
surrounded mostly by Marathi-speaking 
professionals and administrative and 
clerical workers who responded readily to 


the attacks on the influx of south Indians. 
It gathered momentum when he quite 
unexpectedly attracted a large and 
enthusiastic crowd at his first public 
meeting at Shivaji Park on October 30, 
1966 Enthused by a speech that touched a 
nerve, many offered support BT decided to 
f ollow a patlern borrowed from the Rashlriya 
Swayamsevak Sangh (RSS), a Hmdu 
nationalist organisation ot long standing. 
Shakas’ (branches) were established in a 
number of neighbourhoods Little thought 
was given as to how these were to be 
organised and what they were expected to 
do I Gupta I982J.' 

B'r had worked as a cartoonist at The 
Free Pre.ss Journal, an English-language 
daily He mastered the power of the 
caricature, ot exaggeration, in capturing 
the anger arising out ot distress and 
disappointment and releasing it as humour. 
He commanded a potent weapon for 
aitacking those in power and exposing them 
in the eyes ol subalterns It is a weapon 
lhal can keep anger simmering, direct it 
into action under appropriate circum¬ 
stances. ot dissipate it Perhaps because his 
position at an English-language newspaper 
oflcrcd no scope for the exercise of his acid 
tongue, he left his job in 1960 and started 
his own Marathi weekly journal of cartoons, 
political comment and humour, and called 
it Marmik (that which grapples with the 
cs.scnce) 

A popular movement, the Samyukta 
Maharashtra Movement (SMM), had 
preceded the creation of the linguistic state 
ol Maharashtra with Bombay as its capital. 
The reluctance of the national Congress 
leadership to accede to the demand for the 
inclusion of Bombay city in Maharashtra 
made it possible for the leftists in the 
movement to interpret their struggle as aimed 
at alien (predominantly Gujarati) capital. 
While native speakers of Marathi comprised 
over 40 percent of the population of Bombay. 
none of them occupied the commanding 
heights of ils economy. The colonialty 
defined boundaries of Bombay province 
included regions of Gujarat and Karnataka 
and excluded the Marathi-speaking regions 
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of Vidarbha and Maradiwada. The strode 
forthecity of Bombay brought to the surface 
the contradiction between the dominant 
interests in agriculture (the rich and middle 
farmers of Maharashtra) and those in 
industry (the non-Marathi commercial and 
industrial capital, concentrated in Bombay 
at this stage but with close links to local 
commercial capital in rural western 
Maharashtra, Marathwada and Vidarbha). 
In the end, the demand for a Marathi state 
was granted only when the Maharashtra 
Congress Party persuaded the national 
leaders that it could guarantee that the 
interests of capital would be fully 
safeguarded while the dominant rural interest 
would be given its appropriate share of state 
re.sources. 

With the creation of Maharashtra, the 
SMM lost its force as an all-party alliance. 
During the peak period it had successfully 
challenged the hold of the Congress Party 
over the electorate, even though most 
Maratha leaders, despite their strong support 
for the cause of United Maharashtra, had 
chosen to remain within the Congress Party. 
The movement was therefore dominated by 
communists and socialists. Although all 
parties opposing the Congress Party had 
joined together to form the samiti (alliance), 
US real strength was in the left parties within 
it fPendse 1965:574]. A number of 
intellectuals and social activists who shunned 
party politics had also joined the SMM. 
They looked at the dominance of leftist 
leaders with suspicion. Staunch anti¬ 
communists were particularly distrustful and 
even opposed to the presence of the 
communists. BT’s father, K S Thackeray, 
was one of them. 

K S Thackeray was an eminent journalist 
whose *'art of writing was so pungent and 
biting that it could make the opponent under 
attack choke'* [Phadke 1982: 64]. Both in 
terms of style and attitude towards 
communism, BTassumed his father’s mantle 
when he started Marmik. Like his father, BT 
was disenchanted with the alliance because 
of the communists. At this stage, he treated 
ail party politics as a scif-strving activity 
of ambitious politicians. ; 

Before the formation of the Shiv Sena, 
during its first five years, Marmik showed 
few signs of a clear ideological position, 
except for its strong anti-communism. That 
sentiment was further inflamed by the 
China India war of 1962 and the reluctance 
of Indian communists to condemn China. 
A style of aggressive, ‘below the belt’ 
joumali.sm was practised against everyone 
who disagreed with or criticised BT. 
Absence of commitment to a specific 
political party and its agenda made it easier 
to spread the venom evenly against all 
practising politicians and public figures 
who courted BT* s disapproval. This struck 
a sympathetic note in the minds of most 
upper caste white-collar residents of 
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Bombay who looked upon the takeover of 
state politics by Maratha ‘peaaants* as its 
degradation. 

During this period BT Clashed with Atie, 
the editor of a Marathi daily who also wrote 
with matching style and venom. BT 
denounced Atre with his ultimate ihsult, a 
‘communist with a diity tongue’. During 
this prolonged battle of insults the sales of 
the two newspapers skyrocketed and BT*s 
popularity among the lower-middle class 
and white-collar Maharashtrians grew 
rapidly.^ A strong strain of Hindu nationalism 
was also visible in his writings. He objected, 
for example, to the fact that the President 
of India made a special trip to Bombay to 
meet the Pope. 

These inarticulate tendencies (distrust of 
communists and a brahmanic view of 
political propriety and social ethics) 
converged into a concrete programme with 
the launching of the Shiv Sena in 1966. The 
immediate and manifest provocation was a 
fear of the loss of jobs for Marathi workers 
in Bombay and a widespread belief that the 
continuing influx of migrants from the south 
was responsible for it. The real causes for 
the fear had matured over the years. Having 
won Bombay as the capital of the Marathi 
state against the resistance of Gujarati capital, 
there was an expectation among middle- 
class Maharashtrians that their job prospects 
in the city would substantially improve. 
During the first half of the decade, however, 
no dramatic changes had occurred in this* 
direction. 

Between 1960and 1965 Bombay attracted 
a disproportionate share of industrial capital 
compared to the rest of India. Unlike most 
other major cities where state enterprises 
came to dominate the economic scene, the 
anarchic pattern of urbanisation in Bombay 
involved subversion of many socially 
responsible development plan.s so as to allow 
relatively free rein for the growth of private 
industrial capital [Verma 1985]. 

Concerns about increasing congestion in 
the city prompted the government of 
Maharashtra to set up a number of 
institutional mechanisms to encourage 
dispersal of medium and large-scale 
industry across the state and especially into 
the backward regions. While some progress 
was made in that direction during the 1960s, 
industrial growth remained concentrated 
in and around Bombay (Greater Bombay 
and Thane together accounted for over 
5,98,OCO industrial workers, while Pun6, 
the next largest di.strict. had only 45.000 
in 1967). In terms of population, Bombay 
had already grown to a point where, by 
1965, the presence of over 3,000 slums and 
a total population of slum- and pavement- 
dwellers more than a million had become 
a cause for concern with respect to housing, 
water, sewerage, solid waste disposal, 
transport, pollution and law and order 
fGogate 1973]. 
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The problems of Bombay did not grow 
in isolation from the wider and deeper malaise 
afflicting India's political economy in the 
mid-1960s. Despite 15 years of illusory calm 
and an aura of an assured socialist path to 
prosperity, the ‘Nehruvian' industry- 
agricultuie compromise remained inherently 
unstable. The tension became acute during 
the Third Plan period (1961-66) and was 
reflected in the slow growth of national 
income, dramatic price increases, shortages 
of raw matenals and the growth of idle 
capacity in industry due to the low level of 
demand. By 1966, all these tendencies 
culminated in the stagnation of per capita 
growth, the decline in per capita availability 
of foodgrains and other essential 
commodities below 1956 levels, massive 
grain imports, rising unemployment, 
shnnking budgetary resources and a severe 
strain on the balance of payments. Between 
1965 and 1970, the Indian economy 
experienced an acute recession. 

Across India, the discontent over food 
shortages, rising prices, growing income 
disparities between classes and asset 
disparities between regions took a variety 
of forms. There were state workers' strikes, 
industrial labour strikes, student agitations, 
spontaneous popular protests and spurts of 
violent attacks on official stale functionaries 
and institutions. 

By focusing on south Indian managers 
and by accusing them of nativi.st preferences 
in employment for secretarial and clerical 
jobs, the Shiv Sena managed to deflect 
attention from the socio-cultural and 
economic consequences of unchecked 
capitalist development in industry and of tne 
state'a.ssisted distortions of land, housing, 
liquor, drug and job markets. These in turn 
fuelled the growth of a speculative, ruthless 
and cnme-linked black (casino) oapitalism. 
Some cautious warnings that such 
consequences would emerge from unchecked 
capitalist development had been voiced even 
during the Sarny ukta Maharashtra movement 
[Pendse 1965:109]. Conspiratorial ly or not, 
the Shiv Sena fought hard to divert popular 
attention away from the dominance of capital 
over Bombay. It in fact described some big 
capitalists as annadatas (food givers) of the 
Maharashtrians, while describing ‘all the 
lungiwalas' (south Indians) as ‘cnminals, 
gamblers, illicit liquor distillers, pimps, 
goondas and Communists' [Gangadharan 
1970:19, 20]. 

During the 1967 elections much of the 
discontent was funnelled into electoral 
support for the older popular or new populist 
political parties and to temporary opposition 
party alliances. However, where skilful state 
leaders were able to contain and moderate 
elite rivalry within the Congress system, the 
impact of such discontent remained 
minimal. Rural Maharashtra was a prime 
example of the hegemony of the dominant 
caste landed elites. 
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In Bombay, where it faced serious 
competition from several other patties, the 
Congress 'had to be more selective both in 
its electoral appeals and in the interests to 
which it sought to accommodate itself 
[Rosenthal 1977:125-26]. There was also 
the rivalry between the Bombay (BPCC) 
and Maharashtra (MPCC) units of the party. 
The Bombay unit was dominated by the 
interests of capital. Given its non-party 
posture, the Shiv Sena was a potential ally 
and was courted by both. It gave its support 
to a Congress candidate who ran against V 
K Krishna Menon, and to several others 
from the Swatantra, Jan Sangh and Socialist 
parties. It also opposed others from the same 
parties, branding them communist fellow 
travellers. The Shiv Sena thus made it clear 
that, under conditions of pluralist 
competition, it was as ready as the other 
parties to exploit electoral politics to secure 
its own .support base. These and subsequent 
electoral alliances and successes at the polls 
gave legitimacy to the Sena when it 
transformed itself into a political party. It 
also gained access to substantial public 
resources for patronage 

The most important parliamentary contest 
was that of V K Krishna Menon. an old ally 
of Nehru. Hb was India's defence minister 
in 1962 when India suffered a humiliating 
defeat against the Chinese army. Menon’s 
communist sympathies were blamed by 
many for the lack of preparedness of the 
Indian armed forces. He was then dropped 
from the cabinet and when denied nomination 
by the Congress Pany, decided to run as an 
independent from his Bombay constituency 
with the support of the remnant SMM. The 
Congress and its candidate were happy to 
receive the Sena's support. Menon, an 
outsider, a south Indian and a communist 
sympathiser, concretely symbolised the 
Sena’s enemy. Whether the Sena played a 
deci,sive role in Menon’s defeat is not clear. 
Its popularity no doubt soared as its *anii- 
communist’, ‘anti-south Indian’ and "anti- 
traitor’ cau.se received new legitimacy. 

This flexible, purely instrumental 
relationshiptoother political parties persisted 
up to the 1970.S. For example, in September 
1967 it allied with a number of independent 
candidates to capture control of municipal 
government in Thane, a large suburban 
Bombay town. It entered into an alliance 
with the Socialists to contest the 1968 
municipal election in Bombay and won an 
impressive number of seats. 

While the theme of anti-communism 
attracted gmups and parties positively linked 
with the interest of capital to the Sena, its 
militant Mahara.shtrianism. aimed at south 
Indians, became a source of embarrassment 
lo the parties claiming a pan-national 
constituency. Its avowed Maharashtrianism 
has always coexisted with a strong Hindu 
nationalist undercurrent. Apart from the 
various Hindu symbols. BT’s RSS origins 


have showed throogh his beliefs, as, for 
example, in his opposition to family planning, 
based on the fear that it would work at the 
expense of Hindus and lead to another 
Pakistan [Morkhandikar 1967:1906]. The 
Shiv Sena’s electoral strategy, the contents 
of Marmik and BT s utterances lend credence 
to the claim that the "Shiv Sena opposed 
every variety of the left and supported all 
shades of the right making its allegiance 
quite clear" (Gupta 1982:160]. What is not 
explained is the reason for its readiness to 
work during its first phase, with the 'left’ 
(such as the Socialists), the 'centre' (the 
Congress Party) and the 'right’ (the Jan 
Sangh, Swatantra) and to oppose them when 
convenient. 

The roots of this apparent anomaly lie in 
the rapidly changing, unstable political 
context, and the growing inability of the 
state to govern. The Shiv Sena was in that 
context "a populist eruption". It thrived 
parasitically on diffuse and generalised 
discontent. It was both a consequence of and 
a contributor to the ideological confusion 
rampant among Indian intellectuals in the 
late 60s. Because of this confusion the Sena 
was able to strike many opportunistic 
alliances and to benefit from them. It also 
tried to broaden its appeal to workers in 
formal and informal sectors of the Bombay 
region, using its populist rhetoric and 
grassroots activity. However, the elite core 
of Sena leadership and much of its popular 
support remained concentrated within 
middle-class neighbourhoods for several 
years. In both the 1968 and 1973 municipal 
elections the major successes were confined 
CO these constituencies. 

The two .spaces in which wealth and 
poverty as antithetical products ot 
development polarise in a post-colonial city 
are \lhc cnclave-likc surroundings of tho.se 
who have lapped the avenues of power and 
ownership of resources/ and the shanty towns 
made of rags, paper and tin "who.se 
inhabitants ‘eke out a living residing as it 
were on the periphery of both the spatial and 
the social world of the urbanites" (Chandoke 
1991:2871]. Squeezed in between is the 
spread of the actual or potential constituents 
of a populist organisation like the Shiv Sena. 
Many have pretensions or dreams of 
belonging to the pri vileged few without being 
able to occupy the same space. They are 
Breman’ s (1980:25)^li/ bourgeois or penny 
capitalists. The bottom layer of this class 
could easily merge into the opposite pole 
except for the precarious permanence of 
their jobs, steadily made more meaningless 
by the declining purchasing power of their 
incomes. 

The most striking feature of this class 
now is its enormous diversity of occupations, 
age groups and residential locations. What 
its members have in common, however, is 
a sense of uncertainty about the future. With 
the nebulousness of the Shiv Sena’s 


programme and its disjointed understanding 
of causes of perceived injustices and 
immoralities, every grievance can find its 
reflection in the slogans, symbols and the 
identifiable enemy projected by the Sena. 

In rural Maharashtra, the extended kinship 
framework of the dominant Maratha caste 
cluster, together with its traditional patron- 
like relation to the service castes, assured 
its social and political hegemony [Lele 1981]. 
Where city-dwellers had strong links to this 
powerful rich and middle-peasant network, 
it was often able to insulate them from 
populist or popular mobilisation. One such 
example is the Maratha Mahasangh with its 
origins in the organisation of the ’mathadis’ 
(porters) of Bombay.^ 

The textile workers of Bombay present 
another case in point. Omvedt (1976: 252. 
263) shows how they have been subject to 
two types of unionism: one based on the 
social structure and the other on spontaneous 
worker radicalism and militant leadership. 
She cites "an effective conservative, co¬ 
opting response by non-brahman leaders" as 
one of the important factors for the absence 
of radicalism in the earlier era, indicating 
that traditional rural links of the textile 
workers had been systematically exploited 
by elite Maratha elements to counter the 
emergence of trade union radicalism. 

As the inheritor of that legacy, the Congress 
Party in Maharashtra continued to play the 
same role. During the Nehru era. the 
Congress-affiliated and officially recognised 
Rashtriya Mill Mazdur Sabha (RMMS) was 
dominated by those whose close links to the 
interests of capital were well known. A state- 
mediated capital labour compromise was in 
effect [Gupta 1982:59], equivalent to the 
Nehru vian rich farmer capitalist compromise. 
This picture began to change as the anomalies 
of Nehruvian economic policies matured 
around 1966. An increasing discontent 
among workers led to the reasscrtion ot the 
hold of the communist-led unions and was 
reflected in the election of three communi.st 
labour leaders to the legislative assembly in 
1967. This became a cause of concern (or 
both the Congre.ss Party and the Shiv Sena. 
Both had an opportunity to exploit the 
Maharashtrian identity of the workers with 
rural links. The Congress acted first. 
Recognising that most of the communist 
trade union workers were from Satara and 
Sangli districts, it deployed the services of 
Vasant Dada Patil to take control of the 
RMMS. The Sena started its own Bharatiya 
Kamgar Sena (BKS).^ 

The failure of the BKS to capture the 
support of the textile workers at this stage 
is an exampJe of the impotence of upstart 
populism in challenging the hegemony ol 
the Maratha elites. The RMMS continued 
to control the lives of the textile workers 
almost until the historic suike of 1982. 

With its Maratha labour constituency, the 
Congress was able to extend the cover ot 
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dite Maratha tiegemciiiy to other operations 
in Bombay. By contrast, for the 'upper caste’ 
urban petty bourgeois supporters ofthe Sena, 
brahmanic nationalism and opposition to the 
south Indians were equally appealing. 
Prejudice against the lower castes as impure, 
unclean and prone to immoral acts was 
extended to the somewhat visibly different 
and alien south Indians as criminals, gamblers, 
bootleggers, pimps, and communi.sts. As 
inheritors of the non-brahman movement, 
Maratha workers with close rural links found 
the Sena’s upper caste leadership suspect. 
At this stage, the brahmanic tenets of 
Hinduism were more of an anathema than 
communism. 

In addition to the support of upper caste, 
white>collar workers and professionals, the 
Sena needed an army of activists to give 
credence to its name. The most obvious 
constituency, spanning the class and 
locational divide, was that of unemployed 
and underemployed youth. When Marmik 
began to publish lists of names of enterprises 
with south Indian managers and employees, 
it identified south Indians as controllers of 
the media, as the real perpetrators of an anti- 
nationaiisl ideology and of nativistic job 
preferences. These lists, published week after 
week, gave the new prejudice an aura of 
truth. At the same time, mutual supportive 
activities in many poor neighbourhoods gave 
the sainiks a .sense of direction and control 
over an otherwi.se chaotic existence. Under 
the Shiv Sena banner these activities acquired 
the appearance of a historic struggle. Whether 
the task was that of burning and looting 
restaurants and hounding hawkers or that of 
paving roads and providing fo(xi, shelter, 
water or latrines [Kat/enstein 1979; 105, 
89), It could now be carried out under 
inspiration provided by and with the rcHcctcd 
glory of Shi vaji and his latter day incarnation, 
the new commander of hi s army. (‘ senapaii ’) 
Bal Thackeray. 

The desire to enter the ethnically diverse 
formal sector so as to wipe out the influence 
of communism in the lal^ur unions, and the 
expansion of shakhas to incorporate the 
disenchanted youth (unemployed, under¬ 
employed and socially isolated from elite 
cultural and material styles of life), led to 
the weakening of the hostile agenda against 
the south Indians. With the adaptability and 
acquiescence of the weaker minority 
communities, thethreatof attackson property 
were easily transformed into a protection 
money racket and were made a source for 
financing many a shakha activity. The Sena 
could also be used to settle scores with rivals 
and competitors in business or in pn vate life, 
regardless of their ethnic affiliations, or to 
extract quick results from recalcitrant 
bureaucrats. These emerging bases of the 
Shiv Sena’s ’popular’ support structured the 
future direction of its activism, issues and 
occasions were olten chosen and manipulated 
so as to retain this core of support. As an 
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umbrella for all these activities, the theme 
of Marathi identity was retained as the 
main plank between 1966 and 1970. The 
hatred of and attacks on communists, south 
Indians and Muslims were interpreted as 
part of the historic struggle emanating from 
the proud and militant nationalist spirit of 
Maharashtrians. 

Beginnings of Saffronisation; The 1970s 

During the 1970s, the overt activism and 
the media profile of the Shiv Sena remained 
subdued, its electoral support waned. By 
1979, for example, it had no member in 
the state legislature or (he national 
parliament and its strength in the Bombay 
Municipal Corporation declined from 42 
in 1968 to 21 in 1978 [Katzenstein 1979: 
1911. The paradoxical contribution of these 
developments of the 70s for the Shiv Sena 
was that (hey .strengthened the underside of 
its ’popular' support while throwing a major 
challenge to its electoral and ’legitimate’ 
political aspirations. 

The first significant event leading up to 
this period was the Congress split of 1969 
and the emergence of Indira Gandhi's own 
populist-centnst strategy of governance and 
legitimation. She recognised that the 
Nehruvian compromise had provided only 
a small, .selective and paternalistic trickle- 
down ol benefits to the lower classes, in 
rompan.son to gains which had accrued to 
the nch and middle farmers, the big industrial 
and commercial capitalists, the upper 
echelons ol white-collar workers, blue-collar 
workers in the organised sector and a few 
co-opted members of the lowest castes. The 
marginalised sections, particularly those in 
urban areas, could be mobilised through 
waves of protests and agitations. Recruited 
mostly from upper and middle cla.ss families, 
students facing the prospect of rising 
unemployment had also become restive. 

The populist strategy of the new Indira- 
led Congress focused on these prospective 
constituencies of the left parties. Internal 
divisions among the communists and 
between them and the socialists had made 
them ineffective. The vacuum was filled by 
regional parties and movements which 
mobilised opposition through religious, 
regional, tribal and language identities. They 
deflected popular anger over deteriorating 
matcnal conditions onto scapegoats such as 
Muslims and dalits. As against these groups 
the new Congress Party claimed to speak 
for ail ’poor people’. With its slogan of 
’abolish poverty’ and through a few token 
populist policy measures, it hoped to steal 
the thunder from the discrete regionaJ/local 
mobilisations and to tighten its control of 
Slate power. 

Despite the upheavals experienced by the 
traditional Congress elite elsewhere, the 
Maratfia hegemony over the party and the 
government remained relatively intact in 
Maharashtra. The. new 'Indira loyalists’ were 
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unable to take control of existing stnietures 
(co-operatives, village panchayats, 
educational institutions, for example) and 
had to scramble for other ways to establish 
their links to the electorate through patronage 
[Lele 1981]. 

Behind the apparent ideological paradoxes, 
there were some significant shifts in public 
policy and .some real continuities. The asset- 
concentrating pattern of agricultural 
development of the Green Revolution was 
continued and actively fostered in the name 
of national self-sufficiency in foodgrains. 
While the American attempt to use food aid 
as a foreign policy weapon was denounced 
as blackmail, the new agricultural .strategy, 
al.so forced on India by the Americans, was 
adopted in (he belief that it could free India 
from foreign dependency and threats of 
starvation. 

The root cause of economic stagnation 
was the fact that the project of industrial self- 
reliance was neither rule-based nor automatic 
enough in terms of clearly .stated national 
pnonlies. It had been framed with serious 
ambiguitie.s which ensured a determining 
role for bureaucratic discretion at all levels 
[Srini vasan 1991]. That pattern became even 
more entrenched. As a result, in the 1970s. 
a targe parallel economy of ’black money’ 
and super-profits emerged and became 
available to supplement financially the 
burgeoning parallel polity of ’Indira 
loyalists’. An example of the new 
arrangements was the ban on company 
coninbutions to political parties, ’’followed 
soon thereafter by pressures from those in 
authority on business concerns to make even 
larger contributions than in the past, but in 
cash" [Paranjape 1985; 1516]. 

In Bombay the ’abolish poverty populism' 
of the Indira Congrc.ss present^ a serious 
challenge to the Shiv Sena by targeting 
essentially the same constituency tor its 
support ba.se. With its control over public 
resources (both material and coercive), it 
was better poised to succeed than the Shiv 
Sena, which had remained, even in its better 
days, a minority party in the Bombay 
Municipal Corporation. Even though it 
managed to exploit its legitimacy and the 
patronage potential to advantage, by winning 
mayorship and senior committee positions, 
Its policy postures produced contradictory 
signals, and confu.sed its diverse constituency 
consi.sting of the white-collar opponents of 
slums (and ol the ‘ugiification’ of the city 
that slums and pavement dwellers 
represented) on the one hand, and youth 
recruited from the pavements and slums on 
the other. 

In stale politics, both before and 
immediately after the 1969 split, the Sena 
had shown a distinct prelerencc towards the 
MPCCover the BPCC, but was being courted 
by and rccci ved a great deal of covert support 
from both [Gupta 1982:131]. With the 
’leftward’ tilt of the Indira Congress. 
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immediately after the split, BT madecommon 
cause with the Conservative Congress (O) 
and with the Swatantra Party At this point, 
the BPCC was trying to cultivate a radical 
pro-labour, pro-poor image. In the 1971 
elections to the Lok Sabha, the Sena 
supported a number of right-wing candidates 
and put up some of its own. They were all 
defeated by the Indira Congress candidates. 
In the assembly elections of 1972 the Sena 
won only one seat. In the Bombay Municipal 
Corporation elections of 1973 it formed an 
alliance with the Republican Party of India 
(RPl, a party of dalit leaders) and opposed 
the Congress candidates in 85 constituencies. 
It won 40 seats, still a minority. It 
subsequently sought and received support 
from the Muslim League in order to have 
its candidate elected the Mayor of Bombay. 

It is clear that, at thi.s stage, the Hindutva 
aspect of the Sena ideology did not as yet 
have the same salience as its anti¬ 
communism. Both the populist Indira 
Congress and the traditionally labour- 
oriented leftist parties were seen as the main 
enemies, because they presented a direct 
threat to the Sena's own populist projects. 
It continued its efforts to penetrate the 
communist unions through violent clashes 
with* union workers which culminated in 
June 1970 in the murder of Krishna Dcsai, 
a popular communist MLA from the Parel 
constituency. In the subsequent by-election, 
the Sena managed to defeat both Dcsai's 
wife and a Congress (I) candidate with the 
support of the Congress (O) and Swatantra 
parties, although by a very small margin. Its 
alliance with the RPl in the 1973 municipal 
elections was, for both, intended to counter 
the impact of the rise of a militant dalit 
movement, called Dalit Panthers. The 
Panthers were seen as closely linked to the 
communists and other leftist organisations 
of Bombay.^ 

The Shiv Sena's scramble for political 
alliances to keep its hold on its various urban 
constituencies seemed to offer a very weak 
antidote to all the new. radical and militant 
initiatives representing the upsurge of anger 
and disenchantment of the working classes. 
Instead of attempting to understand, guide 
or support these initiatives, the Sena chose 
to mute Its attacks on Indira Gandhi. During 
the Emergency, it extended unquestioning 
support to the Congress government because 
of its agenda of enforcing a regime of law 
and order. It also participated in and profited 
from the parallel economy. 

In the late bOs, the Shiv Sena had cieated 
for itself a significant support base in three 
somewhat disparate constituencies. A wave 
of sympathy and some activism had emerged 
among the salaried Marathi White-collar 
worker families through attacks on south 
Indians. Some inroads into the constituency 
of factory workers were made through the 
strategy of **co-operation between the 
workers and the management" [for details, 


seeGupta 1982:81-84]. Howew,itsgrBatest 
success, towards the end of the 1960s, was 
in mobilising underemployed and 
unemployed youth, across class loyalty and 
ethnic btmndaries. This was accomplished 
through a constructive strategy of assistance 
with the needs and difficulties of families 
in poor neighbourhoods. 

Sainiks recruited from within these 
neighbourhoods, but supported by a larger 
network of Seim leaders, gained s>inpathy 
and support in slums and poor localities. At 
the same time, opportunities were opened 
for individual material gain through 
collective action of rioting, looting and 
extortion. Collaboration with and coercion 
of those benefiting from the underside of 
chaotic capitalist development (builders, 
importers, exporters, smugglers, drug 
pushers, bootleggers), as well as those in the 
forefront of *cleaner' capitalist expansion 
(big and small industrial capitalists and 
service and film industry magnates), were 
part of its second strategy. The Sena leader 
and the sainiks forged complex links between 
the two poles of the emerging capitalist 
nexus and profited from those links. 

As the parallel economy and the parallel 
polity progressed, the Sena's hold on the 
third constituency of disenchanted youth 
also continued to grow, but with a clear 
twist. By the early 80s the most charactenstic 
feature of the Sena was its image as nothing 
more than a network of gangs which ihnved 
on extortion of protection money from 
hawkers, businessmen and shopkeepers. It 
also became known for extortion from and 
actual involvement in the various illegal 
deals in the larger construction, contraband 
and drug-trafficking industries. This image 
led to some decline in its support from the 
white-collar and petty bourgeois elements 
whose sensibilities were injured by this 
criminalisation. Some segments of the 
Marathi petty bourgeoisie were also 
disillusioned by BT’s support of the Indira 
government during the Emergency. 

As the face of the industrial map of Bombay 
changed in the 70s, the Sena also had to yield 
its foothold in the factory sector to the more 
militant and far more professionalised 
activism of Datta Samant. Its earlier 
opposition to the various workers' strikes 
had already led to a substantial loss of support 
and sympathy from those in the formal sector. 
In other words, while it may be an 
exaggeration to say that workers in offices 
and factories abandoned the Shiv Sena or 
that its shakhas disappeared from middle- 
class neighbourhoods, it became clear that 
the most abiding core of Shiv Sena activism 
was now located most firmly in Bombay's 
lumpenised youth. 

Predatory Capitalism and Hindutva: 

TiEl980s 

When the Congress Pvty returned to power 
in January 1980, the most significant force 


at work in India's poNtical eeonomy was the 
new asset- and income-rich class of rich and 
roiddle-incoine urban ancTrural households. 
Nurtured by all regimes during the 70s« it 
permeated all sectors of the economy, 
including agriculture, industry and services. 
The economic policy of die new regime was 
largely driven by pent-up demand for 
consumer durables and luxury goods from 
this class. This new middle class was now 
perceived by the regime as the engine of 
growth, as a category of efficient and avid 
consumers, savers and producers. In order 
to sustain their demand as a mechanism for 
stimulating rapid industrial growth, the 
regime offered them a variety of fiscal and 
financial incentives, including reduction in 
direct taxes [BM 1981:1723-2^). 

Overt capitalist relations of production 
increasingly penetrated the countryside. This 
had a gradual but decisive impact in eroding 
the strength of the patriarchal-patrimonial 
ideology which had operated in a ‘religiously 
secular’ environment of unchallenged 
hegemony. With the decline of their 
hegemony, elites found it necessary to seek 
more militant and overtly coercive 
ideological forms of assertion and 
implementation of their dominance This 
became the basis of the renewed alliance 
between the nch and middle farmers and the 
urban petty bourgeoisie. The pan-national 
ideological cement for this alliance was 
provided by the rising tide of Hindutva and 
Hindu nationalism [Lcle 1993], 

During the 70s, the Shiv Sena wandered 
through a variety of alliances and enmities 
in its pursuit of electoral success. It was 
supported, used and maligned by the 
established political parties at different ti mes. 
It engaged in violent clashes against the 
Muslim League and the Dalit Panthers but 
also accepted their support during mayoral 
contests. Except for its persistent attacks on 
communists and communism, there was little 
consistency in the level of commitment and 
vehemence with which it pursued the other 
elements of its ideology, such as Hinduism, 
nationalism and Maharashtrianism. 

After having offered its support to the 
Janata combine in 1977, it switched to the 
Congress Party in 1980, received its support 
in the municipal elections and managed to 
have two of its nominees sent to the state 
legislative council. It organised a procession 
to demand inclusion in Maharashtra of the 
Marathi towns in Karnataka. The sainiks 
turned it quickly into a violent riot and 
resorted to looting and destruction. Its battles 
with the established unions also continued 
as part of its attempt to replace their 
dominance. In the early months of 1981, 
leaders of the Congress-affiliated RMMS 
complained bitterly about the Shiv Sena's 
strong-arm tactics, and accused chief minister 
Antulay of covertly supporting the Shiv 
Sena (The Times of India, April 19, 1981)- 
Confined primarily to Bombay city and the 
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svrroitndmg industiiamed regions, the Sena 
had not yet clued into the changing 
parameters of the political economy and the 
emerging ideological shifts in rural 
Maharashtra. 

Attacks against dalits, tribals and Muslims 
had occurred, independently of each other, 
before and during the 70s, and they continued 
‘ in the 80s. A highly publicised event in 1981 
placed the fear of rising subaltern militancy 
in the larger context. With the conversion 
to Islam of a thousand dalits in the south 
Indian village of Meenakshipuram, the fear 
of loss of hegemony of savarna (upper and 
middle-ranking castes) elites came to be 
expressed as a danger lurking of Hindus 
being reduced to a minority in their own 
country. Discrete local acts of defiance by 
dalits and Muslims could now be explained 
as part of a nationwide conspiracy financed 
by foreign powers. The support received by 
the *janajagaran' movement of the Vishva 
Hindu Parishad (VHP) and the popularity 
of the.slogan ‘*Say with pride. 1 am a Hindu'* 
(Gauravse kaho hum Hindu hai) bear 
testimony to the fact that changing conditions 
of materia] life were providing an easy 
breeding ground for an old ideology in a 
brand new manifestation. 

Long-lasting and gruesome riots occurred 
across India between 1980 and 1984. In 
Maharashtra, starting with 1978, victims of 
such riots included not only Muslims but 
dalits and tribals as well. All these riots were 
part of an ideological movement aimed at 
creating a homogeneous Hindu conscious¬ 
ness [Vora and Palshikar 1990: 213-14). 

The Shiv Sena's decisive turn to Hindutva 
came in 1984 when it established its political 
alliance as a dominant partner with the BJP. 
At the time, signs of loss of its popularity 
in the Bombay region had become visible. 
Even among lumpenised youth it had to 
share its influence with a number of other 
competing forces. At the same time the 
declining hegemony of elite Marathas had 
led them to look upon militant Hinduism as 
a possible alternative ideology to help rc- 
entrench their dominance over an 
increasingly differentiated and self-conscious 
group of subaltern castes. A strong sense of 
disenchantment with traditional forms of 
politics had permeated all sections of youth. 
Within Bombay, the appeal of anti-south 
Indian Maharashtrianism had dramatically 
weakened. The relevance of the earlier 
posture of strong support to established 
industrial and commercial capitalists had 
declined with the shift towards the dominance 
of predatory capitalism. 

With an efficient machine of cadres spread 
across Bombay's segmented underworld, 
with continued support from a core 
constituency inofRces, faaories and middle- 
class Marathi neighbourhoods, and With its 
history of and-Muslim, anti-daiit and anti¬ 
communist rhetoric and practice, the Sena 
saw itself as well poised to capitalise on the' 
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spreading popularity of Hindutva. In April 
1984 BT tried to give his Sena national 
stature by initiating a confederation of Hindu 
organisations (Hindu Mahasangha). Because 
of its underclass image, most major Hindu 
organisations refused to co-operate with the 
Sena at this stage. BT's speeches became 
increasingly virulent in his attacks on 
Muslims as traitors and staned fuelling anger 
and tension, especially in towns with 
substantial concentrations of Muslim 
population. 

When news reports claimed that an angry 
group of Muslims in Parbhani, hundreds of 
miles away from Bombay, had retaliated 
with indignities to BT’s photograph, the 
Sena demonstrated its strength by 
masterminding riots in Bhivandi, Kalyan 
and Thane (all on the outskirts of Bombay), 
Since then the Sena's initiation of and 
participation in anti-Muslim riots has 
follow^ a similar pattern. In each case it 
has tried to persuade its constituents that the 
tradition of tolerance and passivity of Hindus 
has made them vulnerable to the aggressive 
and conspiratorial actions of Muslims, that 
Muslims are the dominant element in the 
world of crime and that they have increasingly 
become a menace to national security because 
of their primary loyalty to Islam and thus 
to Islamic nations. It has thus managed to 
portray itself as a righteous vigilante 
organisation, always on the alert to protect 
Hindu communities from this menace. 

The opportunism of the mainstream 
political parties professing secularism is 
often blamed for the continuing strength of 
proponents of Hindutva, such as the Shiv 
Sena. There is ample evidence to show how 
factionalism within the ruling Congress 
Party often gave the Sena a new lease on 
life. It would be inadequate, however, to rest 
one's analysis on these factors as the 
explanation of the Sena’s viability. An 
encompassing explanation must focus on 
the shifts occurring in the material basis of 
its diverse constituency, its changing 
interests, and the different signals the 
ideology of Hindutva transmits to various 
sectors of its suppoct. 

The most noteworthy aspect of that 
material base, most glaringly since the mid- 
1980$, has been the dominance of 'predatory 
capitalism* in India's political economy. This 
new form of enterprise works with super- 
mobile pools of money capital. It was 
nuftured by the Ticence-permit raj’ of the 
]97()s. Having matured and with multiple 
links to the global political economy, it 
regards any constraints on investment and 
imports as shackles inhibiting its further 
progress. It has the new rich and vocal 
middle class clamouring for luxury products 
as its ally. With the connivance of 
international agencies such as^ IMF and 
the World Bank whose hold over the Indian 
state has now become ineversible, it seeks 
avenues of exploitation that defy basic 
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standards of social justice. It espouses a 
robber-baron culture of speculation, hostile 
takeovers and quick windfall profits. It is 
engaged in clever maiupulation of the 
political environment that extends deep into 
criminality. It is also unrepentant about 
leaving behind a trail of environmental 
degradation and human suffering. 

Prospects and Constraints: The 1990s 

Like the drug trade, the arms trade is a 
prime example of predatory capitalism. It 
whets consumer appetites as it tries to satisfy 
them. It feeds on political instability, people’s 
fears and leaders' ambitions. As the global 
armament industry expands, 'develops* and 
exploits new as well as old markets (private 
and public), Bombay has become its favounte 
playground. Many of the interests it serves 
are already dominating Bombay's political 
scene. Its fires are being fed through 
multilayered links that extend from criminal 
gangs to movie tycoons, from slum landlords 
and real-estate dons to respectable corporate 
and public sector executives. A range of 
'service sector industries* are now thriving 
on the ideology of liberalisation. From 
banking and stock market manipulation to 
gun-running and drug trafficking, there are 
chains of profit-sharing. These, it seems, 
extend from the peaks of administrative and 
political bureaucracy-local, state and 
national ~ to petty criminals. The latter can 
be routinely rounded up and scapegoated so 
as to protect the former. A promise of pushing , 
India towards a miraculous leap into the 21 st 
century, of making it a giant regional power, 
is bandied around in defence of the new 
capital-state-crime nexus. 

While hard evidence is impossible to come 
by, there are clear enough indications that 
the Shiv Sena is involved in fostering and 
being fostered by this form of capitalism. 

It seems active at many levels and gains 
handsomely by protecting some and 
punishing others at will. The profitable 
paradox of its involvement is that it can also 
stand back and chastise the whole system 
for its immorality, its detrimental impact on 
national security and pride and its partiality 
towards traitors. When confronted with 
evidence of the Sena's complicity in the 
system, BT invariably points his finger at 
others in high office and argues that their 
crimes have graver consequences than those 
of his own followers. 

Hindutva has become a convenient 
ideology in sustaining this posture in a 
number of ways. Since the 1970s the labour 
market in West Asia has provided 
opportunities for work to some Indian 
Muslims. Bombay's commercial and 
financial links to the region have steadily 
expanded. Names of men who control 
Bombay’s real estate, or handle drug traffic, 
labour migration and arms shipments to and 
from the city and who have found a haven, 
safe from Indian law, in places like Dubai, 
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have surfaced from time to time. Such stories 
have helped create a false image of Muslims 
as the main perpetrators of criminal 
transactions in an otherwise fair market 
regime. The Shiv Sena has effectively used 
these images of individual Muslim dons of 
crime syndicates to convict the entire Muslim 
community as one of traitors, profiteers, 
criminals, ruthless and aggressive 
propagators of their faith and wanton 
producers of loo many children. The fact 
that Sena leaders have selectively maintained 
contacts with some of the same entrepreneurs, 
and may even control some of them, has not 
been allowed to dilute the seventy of the 
anti'Muslim rhetoric. 

In essence, the project of Hindutva is that 
of homogenisation of n population with 
histories and practices constituted by diverse 
but intermeshed traditions. Despite flexible 
variations to accommodate changing material 
conditions, the common understanding of 
the word Hindu, shared by all Hinduist 
organisations, is based on convenient 
interpretations of brahmanic texts. The need 
for enforcing homogeneity arises when 
oppression, embedded in hegemony, crosses 
the cultural threshold and leads to reassertton 
of suppressed diversity. Such a reassertion 
challenges those who control material and 
cultural production and use homogenised 
uradition to legitimise it. In order to emphasise 
commonality, to create an illusion of 
community, without abdicating dominance, 
the hegemonic project requires a clearly 
identifiable enemy 

During the 1980s, all political parties kept 
the issue of the distinctiveness of the Muslim 
presence in India at the centre of their political 
discourse. The Shah Bano case, Muslim 
Personal Law and the Babri masjid at 
Ayodhya became household words and 
middle class support for the propagators of 
Hindutva across India continued to grow 
The Shiv Sena diligently used these issues 
and events to enter the rural scene. Its first 
major success, outside the Bombay region, 
came in the municipal elections in 
Aurangabad, h succeeded by bringing into 
focus local issues that could help confirm 
anti>MusIim prejudice. It started an agitation 
targeted at the presence of Jordanian students 
in theuniversity as well as gambling ('matka') 
and bootlegging enterprises of which 
Muslims were reportedly in control, These 
were combined with the issue of Muslim 
Personal Law. The agitation culminated in 
a full-scale riot (WiVx Today, June 15,19R8). 
The Sena arrived in several other major 
towns also accompanied by anti-Muslim 
agitations and riots. In 1986 riots occurred 
in the towns of Panvel, Nasik, Nanded and 
Amaravati. As elsewhere, the Sena claimed 
that Muslims were the instigators. 

In spite of the damage, disruption and 
instability they cause, the Shiv Sena's use 
of riots has managed to gain .sympathy for 
its cause from bourgeois and petty-bourgeois 


elements in cities and towns. The reasons 
are understandable. Its targets are carefully 
chosen. Damage to public property and to 
the assets of non-Muslims is carefully 
avoided. In return, a sense of empowerment 
IS created, not only among those who 
participate in the riots but even among middle 
class onlookers. To quote Pannalal Surana: 

The latent desires for revenge in the minds 
of the highly educated middle class 
Maharashtrians came to be expressed through 
the acid longue of the Shiv Sena. What they 
would have loved but could never do - to 
stop a non-Mahara.shtrian who has become 
a builder or a business tycoon overnight in 
the street and punch him in the face - Shiv 
Sena men were suddenly doing it. This gave 
them pleasure They poured praise on the 
Sena through their newspapers IDonShahda, 
in Latpate 1990, my U’anslation]. 

For active participants, whose daily life 
IS full of uncertainty, drudgery and 
subservience, riots give a sense of power, 
of taking control of the forbidden sones and 
territories in which the rich and the glamorous 
reside. They also bring material benefits 
from looting and prospects for ongoing 
extortion through threatsof retaliatory actions 
in the future. The risks of injury or death 
have to be weighed against these benefits. 
With increasing complicity of the Hindutva- 
conscious police, risk of retaliation from 
those being attacked has been greatly 
reduced. The presence, in the midst of rioters, 
of the Sena’s legislators, municipal 
corporators and community leaders - cither 
before, during or after the riots - lends 
legitimacy to the claim that the riots were 
sparked not by the sainiks but by the militant 
Muslim instigators and 'anti-social 
elements’. Sainiks are painted as peace¬ 
makers and protectors. Brutal attacks on 
persons and property are described as 
spontaneous outbursts of moral anger. 

The Sena’s homogenisation project has its 
own antinomies, revealed at times by the 
exigencies of electoral politics. The Sena 
must use Hindutva to divide and conquer 
segments of subaltern classes from within 
the self-defined Hindu community. The 
easiest strategy here is one that divides 
working people along savama dalit lines. In 
1986, the Sena initiated a programme of 
converting encroachments on public lands 
into projects of community benefit (such as 
social forestry) in rural Marathwada. What 
appeared to be a worthy project, on the 
surface, was clearly aim^ at landless and 
landpoor dalits and tribals who had started 
cultivating sections of fallow public lands 
and community pastures in increasing 
numbers since 1982, in the hope that these 
possessions would be eventually legalised. 
Latent^ savafna anger at the quick 
transformation of yesterday's supplicants 
into landholders was thus kindled. Dalits 
and tribals were subjected to attacks in some 
35 villages and the Sena gained new 


credentials with the savama population as 
the protectorof community propeity [Latpate 
1990:10-11]. 

Since neo-Buddhists (mostly ex-mahars) 
are numerically larger and socially better off 
among the dalits, the Sena uses Hindutva 
to split off the other castes within the 
community of dalits. It portrays itself as 
being opposed to caste hierarchy, with claims 
that it violates the true spirit of Hindutva. 
It juxtaposes the minor gains made by 
segments of the ex-mahar community, 
through education and militant action, against 
the continuing plight of other dalits such as 
chamars, dhors and bhangis. In 1988, the 
Sena mobilised these dalits as allies of savama 
landed classes, and as the righteous dalit 
avengers who had courageously punished a 
bunch of mahar goondas. It was actively 
involved, along with the Maratha 
Mahasangh, in the condemnation of 
Ambedkar’s remarks on Ram and Krishna, 
and of the government of Maharashtra for 
publishing them.^ The Sena also nominated 
a significant number from these castes to 
contest elections. 

The Sena has also exploited the di.scontent 
of rich and poor peasants and rural workers 
from non-dominant savama castes, against 
the concentration of political power, 
economic privilege and access to education 
and employment in the handsof theMarathas. 
Both in municipal and legislative elections 
in Marathwada, it nominated mali and 
vanjari candidates so as to broaden its base 
among these castes. BT subjected Maratha 
leaders to strong criticism for their 'political 
impotence’ and as being “responsible for 
the humiliation suffered by Maharashtra*’. 
This critici.sm of political leaders al.so found 
resonance among younger Marathas who 
were frustrated by the stagnation in existing 
political opportunity structures and were 
experiencing the impact of declining 
opportunities for education and employment. 

With the combined strategy (a) of riots to 
identify and punish Muslims (and in specific 
situations nco-Buddhist dalits) as the main 
perpetrators of the contemporary malaise 
affecting all sectors of the working 
population, and (b) of electoral enticements 
to divide that population through inter-caste, 
inter-religious competition, the Sena made 
substantial gains in rural Maharashtradunng 
the 1990 elections. Of the total of 52 seats 
won, 32 were from rural Maharashtra, its 
alliance with the Bharatiya Janata Party (B JP) 
gave both an opportunity to enhance their 
support base in rural constituencies. 

liiat alliance remained uneasy during the 
1990 elections. The BJP was aware of its 
inability to penetrate the lumpenised 
population in Bombay and other cities and 
towns and wanted to protect its urban petty 
bourgeois constituency, it was trying to 
project the image of a ruling party in waiting, 
as a more genteel parliamentary alternative 
to a Congress tainted by scandals and 
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dominated by seif*&erving and corrupt 
politicians. The Shiv Sena's links to the 
underworld and BT's tendency to break out 
of the veneer of tolerance and to reveal the 
malignant side of the Hindu card often 
embarrassed the leaders of the BJP. The 
Sena leaders also often hinted at a break up 
of the alliance. However, afterthe substantial 
gains made by both parties in the 1990 
elections, they have high stakes in staying 
together, despite mutual provocations. 
Nationally, a significant shift has occurred 
in the posturings of the BJP leaders. The 
very act of the demolition of the mosque in 
Ayodhya and its blatant defence as an act 
of spontaneous valour, places the BJP in the 
same camp as the Shiv Sena. Their continuing 
popularity and the inability of the government 
to confront the arrogant defiance of law by 
both parties indicate a deeper change in the 
cultural fabric of the petty bourgeois 
constituency. 

The inherent uncertainty of petty bourgeois 
life IS now coupled with the accelerated pace 
of predatory capitalism in which the new 
rich seem to arise from the pavements 
overnight, while white-collar workers 
continue to crowd in front of their nrw 
television sets in the crammed and 
dilapidated, but inexpensive tenements of 
Bombay. An opportunity to be able to blame 
one's misfortunes on immoral and unpatriotic 
aliens, to he able to take vicarious revenge 
and to bask in the rellectcd glory of lho.se 
who defy the corrupt and spineless occupants 
of state power, and to offer material, 
emotional and electoral support to the Rams 
and Shivujis of the 21st century, is what the 
BJP-Shiv Sena alliance now offers to white- 
collar workers and professionals. 

The strategy ol broadening its eleciorai 
support base through inclusion ol non- 
dominant dalit and agricultural caste groups, 
while trying tocapiurc as much of the Maratha 
vote as po.s.sible, has had .some negative 
consequences lor the Sena. In 1990, during 
the nomination proce.ss, major Maratha 
leaders in Marathwada became unhappy 
enough to leave the Sena, with a large number 
of their followers, due to lack of adequate 
rcpre.scntation foi Marathas and brahmans 
{Maharashtra Times, January 26, 1990). 

The pcrilsof parly politics were graphically 
brought home when Chnggan Bhujhul, a 
major contender for the legislative party 
leadership, a former mayor of Bombay and 
the only Sena legislator in 1985, defected 
to the Congress in March 1991. Hisdefcciion, 
despite dire threats of retaliation from BT, 
was 4il.so a comment on the palcmalistic control 
of the party by BT and his upper caste allies. 
Bhujbal had been held up by the party as 
its prime example of sensitivity to the impor¬ 
tance of the "Other Backward Castes* (OBCs). 

In Bombay,the Sena has come toretognise 
the limits of the traditional mobthsaiton 
strategies of its cadres. Ute small-time games 
of extortion and intimidation of hawkers and 


Pwtty shopkeepers have yielded the place of 
honour to astute management of the lu. 
capital-polilics-crime nexus. Both the 
December 1992-January 1993 riots and the 
March 1993 explosions have .shown 
decisively how the armaments market 
impinges on the daily life of the city. In that 
market, globe-trotting godmen, goons and 
"Gandhians* have all become members of 
dilTerent, competing teams. Tlie Shiv Sena's 
urban aciiviiics, followmg the now welU 
established pattern of combining welfarism 
with protectionism and extortion have been 
strengthened by this dramatic expansion <^f 
opportunities. BT's own .status as ihc 
commander-in-chief of Shivaji's army was 
no doubt greatly enhanced when the great 
Chandraswanii is suppo.scd to have asked 
for his help in legitimising the decision of 
the Indian government to help the US 
government dunng the Gulf war!* 

The Sena’s electoral strategy will have to 
continue to contend with it.s own contra¬ 
dictions. The malignant face of popular dis¬ 
content, that IS, Its nostalgic-instrumental 
appropriation and dellcction into hostilities 
against defenceless segments of s(K‘iety, is 
displayed by Ihc activities of the Shiv Sena. 
Us populist Hindu imagery offers a temporary 
nostalgic reprieve but no permanent escape 
from the materia) and cultural degradation 
ushered in by the nurturing of predatory 
capitalism. The image of Shivaji evokes the 
golden age of a legimc that brought to the 
masses a stable, just and pro.spcrous life 
ha.sed on care and consideration. The myth 
of Shivaji captures for Maharashtrians a 
shared memory and a chcri hed dieam. 
Instrumental exploitation of .such dreams 
and memories is at the core of the curreni 
popularity of the Shi v Senu. BThas combined 
media techniques that portray him as an 
incarnation of Shivaji, as a deliverer of an 
unfulfilled promise with purely instrumental 
alliances that have targeted Mu.slims, elite 
Marathas and mahar dahts as the enemy. A 
careful analysis of the legislative elections 
of 1990 showsthat elite Marathas have found 
it necessary and possible to infiltrate and use 
the organisation to their own advantage. 

The only trump card the party has, at this 
stage, IS BT's ability to control and release 
the muscle power of angry mobs. That power 
and the anger that propels it are bound to 
grow as predatory capitalism expands into 
more and more domains of our life. 

Despite Its own internal difficulties and 
counter-offensives from the hegemonic 
caste, populi.st eruptions like the Shiv Sena 
will continue to exploit people’s aspirations 
and dreams in the name of religion, region 
or language. Such oppositional exploitation 
of cherished identities cannot be countered 
through a crude class analysi.s that dismisses 
them as irrational or primordial. The 
homogenising impufsebehindtoday’s Hindu 
nationalism dates back to the colonial era. 
As material conditions have changed, its 


manirelations have also changed. Usability 
to capture the imagination of many, in u 
highly diverse and divided society, seems 
to be growing It had maintained a 
.subterranean cxi.sicnceduring the Nehru era, 
both within and outside the Congress Party 
and in the minds of many secularists. With 
the progres*' of predatory capitalism, its 
oppositional character and its need for 
forcible silencing of dissent have been 
revealed. To ignore these changing bases of 
the instrumental appropriation of people’s 
dreams and aspirations, to treat it as a vindi¬ 
cation of a threatened culture, is to become 
party to the homogeiusaiioii project itself 
(see, for example, Jaffrclot 1993) Searching 
for spaces that celebrate differences while 
enhancing the nuittial .strength of mar¬ 
ginalised people IS a task that a practicc- 
tmcnicd critical scKial science must perform. 

Notes 

(This IS u revised vcision uf a paper presented 
at a workshop on ‘Evolving Cultural idcnliiies 
of Bombay I9ih and 20th Centuries' held in 
Bombay from December 16 fo 19, 1The pa|iei 
will appear in BonUmy. Mrltiphor for Modem 
huha edited by Sujatu Patel and Alice Thomer, 
tube publisliedby Oxford Umveniity Press, Bombay 
Insightful comments from Y D Phadke. Siijata 
Paid, Alice Thomer and Aruna Pendsc have 
helped me a great deal in revising this paper. 
Their conmbuiions are gratefully acknowledged 
Errors and oinis-sions are a result of my obstinacy 
and the pressure of time.) 

1 Neither BT's 'ustule siaic.smanship' nor his 
‘chunsma’ weie ba.sic to ihe support received 
by the Shiv Sena. His talent as a carfooni.st 
and as a writer of pungent prose made him 
popular The issues he raised arose from an 
interpretation of his own personal cxperiencc.s 
Thai they struck a common chord among his 
fellow Maharashtrians in lower middle class 
nc i'*hhourhoods is a consequence of the shared 
impact of the structural changes that were 
occurring in Bombay 

2 By 1966, Mantiik hod a circulation of about 
60,(XX) and perhaps a readership of between 
40 and M) per cent of the literate Marathi- 
speaking adult (over 15 years) population Sec 
Katzenstcin (1979) 

3 Organised in 1965 by Annasaheb Patil, as the 
Mahara.shtni Slate Malhadi. Transport and 
General Workers Union, the organisation 
represented Maratha migrants from the core 
Maratha distnets of Pune, Satara, Sangli. 
Kolhapur, Ahmednagar, Nashik and Solapur 
It fought against arbitrary wage determination 
by the job^fs Cmukadams*). Y B Chavan, us 
the Chief Minister, supported Paul in the 
building of the organisation and in .subsequent 
years major Maratha Congress leaders (e g. 
Rajaratnbapu and Vasant Dada Paul. Balasaheb 
Desai) became its patrons. In 1976 Patil al.so 
initiated the Maratha Maha.sangh as an all- 
India federation of ihe Marathas. Declining 
Maratha hegemony was reflected in ihc internal 
leadership conflict ofthc Mahasangh Its ability 
to constrain Shiv Sena initiatives was 
dcmonslraied, once again, when in November 
1987 the Mahasangh ^th initialed and reined 
in Ihe protest against AmbcJkar's 'Riddle.\ of 
Hinduism* The Shiv Rem was forced to follow 
its lead (Jadhav 1988 348-49). The 
Mahosangh's HinduLstn resembles more the 
'anti-brahman brahmunisin’ of the NBM than 
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the urban petty bourgeois ideology of the RSS. 
While the former emphasised the maratha 
kshatriya status and challenged brahman 
domination, the latter asserts Brahman 
superiority. However, even the Mahasangh 
was forced to claim backward class status for 
the marathas when the Mandal Commission 
Report was being implemented. 

4 Set up with the explicit purpose of wiping out 
communism from the minds of the workers 
[Gupta 1982: 82]. the BKS*s interventions 
often included violent clashes with communist 
union workers It was forced to soften its anti- 
south-lndian and anti-Muslim rhetonc in order 
to expand its labour constituency. Fini«nced by 
the industrialists, it was able to spawn a large 
number of unions in diverse new indu.sthal 
establishments In the immediate post- 
Emergcncy period, the spontaneous radicalist 
dimension of textile worker militancy was 
captured by Datta Samani (for details see 
Ptndse 1981) 

5 BT is reported to have opposed the Indira 
Congress 'because it is full of communists 
though Indira Gandhi herself is not one* Cited 
from The Timex oj India in Gupta (1982: 182). 

6 Dalit Panthers were a radical reaction to the 
acquiescence of the Republican Party leaders 
to elite maratha paternal is m under the Congress 
regime. Many of the disenchanted dalit youth, 
not shanng the opponunistic anti-communist 
stance of these leaders, had joined leftist parties 
and were searching for an ideological basis for 
on independent, militant, and transformative 
dalit movement [Kasbe 1985:73-81]. 

7 While Ambedkar is *Hinduised’ at the 
theoretical level by claiming that his conversion 
was consistent with the pnnciples of Hindutva 
and that he was basically anti-Muslim, the 
Hinduists (BJP, RSS, etc) also try to co-opt 
non-Buddhist dal its (mangs, chambhars, dhors) 
in their opposition to separate dalit politics 
(Guru: 1991] 

8 Nemichand Jain, alias Chondraswami, is a 
friend and spiritual mentor of the Arab 
armaments dealer, Khashogi Both of them 
were to meet BT in Bombay on February 7. 
1991 Khashogi couldnol make It. BTclaimed, 
after a 30 minute meeting with Chandraswami. 
that both Khashogi and the .swami were his 
old friends and **we often meefBT is claimed 
to have appealed to the swami that the Ram 
Temple issue should not be'allowed to split 
Hindu unity. Chandraswami is also a friend 
of the then pnme minister Chandrashekhos 
who was being criticised for allowing landing 
rights to Amencan planes on their devastation 
mission to Iraq. It was nimouied that the swanu 

, wasseekingSenasuppoitforthebufrettedprime 
minister {Maharushtni Times. PPbniary 8, 
1991; Marathwada. Febniaiy IS, 1991). 
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DISCUSSION 


Redeployment of the Teminine’ 

Susmita Dasgupta 


THIS is being written largely in response 
to Dipankar Gupta's Teminification of 
Theory’ {EPW, March 25). However, this 
is neither a critique nor a criticism, but an 
attempt to understand the issues raised by 
the author in greater depth. The article should 
be taken more in the spirit of a stimulant 
than as a provocation. 

The author is undoubtedly annoyed with 
feminist theorists. Not only have they 
flouted the style of theory and disturbed 
the tntersubjecti ve space of communication 
by retreating into the privacy of their very 
subjective and hence non-verifiable 
experiences, but they have done so under 
the cover of post-structuralism. Post¬ 
structuralism, according to the author is a 
suspect category of theory. This is because 
It uses assoctative symbols, trope and 
metaphor, to shy away from the common 
space of shared perceptions, i e, ‘facts*, hs 
discontent with the abstractions and 
generalisations of theory make it go to the 
other extreme of closed particularism, 
where any communication, in the absence 
of minimum generalisation, break down. 
Theory is a point where the particular and 
the general enter into a mutual communion. 
Depending upon the nature of relationship 
between the particular and the general, 
theories assume their characteristics ot 
being empiricist, positivistic or even 
structuralist. But post-structuralism resent 
any relationship between the particular and 
the general, since its exponents feel that 
should the particular interact freely with 
the general, then, its uniqueness and 
concreteness will be appropriated by the 
abstractness of theory. 

If this is the author’s interpretation of the 
post-structuralist theory, then we may see 
easily in the course of the present essay 
why it is such a natural choice for women’s 
studies. The fundamental contention of the 
author against women is that they define 
themselves continuously against men. In 
this negative definition, women deny any 
interaction with men and shut the men off 
from their domain. This is why they only 
speak of private experiences, much like 
Hitler made his personal and private 
experience, the cornerstone of his Nazi 
philosophy. This may permit either 
masochism or sadism but not liberation. 
Liberation’s programme lies in free and 
open communication, which the feminftts 


themselves curtail by keeping solely to 
their own. This is why feminism has 
remained an *ism’ i e, a dogma rather than 
become a theory. 

Behind theory, or for that matter, any 
formation of knowledge lies events in the 
nature of crisis. Only events which rupture 
the structure of society and hence of 
common cognition generate knowledge. 
But for knowledge to become theory, 
concepts should interact dialectically with 
the concrete, pragmatically changing the 
concrete as well as changing itself. This 
is why a theory is ever prepared to annihilate 
itself in the face of new and exceptional 
facts. Knowledge proceeds by adopting the 
changed reality into its purview. The theory, 
which perpetuates it.sclf even in the face 
of changing reality, becomes a dogma. 
Events that produce these dogmas become 
mummified into myths. Fossilisation 
produces fetishes. Historical events of 
severe dislocations of both the prmluctive 
as well as the reproductive organisations 
of the west have served as a main impulse 
behind the feminist theories. Days have 
changed since then. But fcmini.st theories 
continue to reproduce the categories born 
out of the early days to pre-empt the changed 
scenario even today. This is why they resort 
to stereotypes, .seeing ’black cats* in the 
dark, constructing through fictions where 
facts no longer exist. 

Yet another contention of the author is 
that that women’s intimate experiences are 
seldom or perhaps never documented. The 
intense, singular and the momentary 
experiences of the Sufis and the mystics 
arc not only elaborately dcHrumcnicd, but 
also joyously expressed through poetry, 
art, music and even devotion. But women’s 
experiences are never brought out into the 
open - unlike their bare legs. This is 
because should they be so documented, it 
would then be revealed that such ’private 
experiences' occur to men as well as women. 
An example of this may be seen in Harivansh 
Rai Bachchan’s autobiography, where his 
male friend, Karkal, grooms for the 
consummation of his marriage with the 
same nervous excitement as any bride 
would do. But women have preferred not 
to notice such things, because, we may say, 
in (he spirit of the author, though such 
instances augurs well for equality of sexes, 
yet it takes away from women their sole 


right to emotional experience. Women, also 
stereotype themselves with certain 
differentiating attributes, which they call to 
be the basis of their domination, yet never 
let them go because that i.s what they hold 
against their men. Therefore, not peace hut 
war is the feminist mission. 

This war women have been steadily losing. 
Once the imitator of men, women finding 
that they could not realise themselves there, 
soon gave up their masculinity and returned 
home. Here, they fought from theirown and 
natural base, to banish men from their 
home and also to nudge them out of their 
yonder As a result women could neither 
accept men inside nor outside the home. 
In this battle men have not resisted women, 
and lesser the resistance they got, fiercer 
became their search for an enemy, whom 
they created notionally to make an easy 
scapegoat. 

The author’s views are harsh. His words 
arc harsher. Yet they are not the words of 
a chauvinist, because of the undeniable truth 
contained in them. If we are to collect 
ourselves from this heavy dose of bashing, 
then merely wnling a defence would not do. 
Wc will have to understand the author in his 
own terms, thcjustificd reasons for his anger 
against us. On our side, it is time that wc 
.self-introspected and found out our real 
strengths rather than our imagined ones. 
This is why. we .should now explore the full 
foundation of our theories, the premises of 
our as.sumpiions and specify the choice of 
our methods. It will then be seen that much 
of the author’s annoyance is a 
misunderstanding and that much of this 
mtsiindcrtanding has been created by our 
o veri nlerpretatiorrs. 

The biggest advantage of post- 
structuralism is that It enables us to 
reconstruct the ‘lone’ behind the speech, to 
recover the subjectivity of the s|icakcr and 
to relive the events behind the observations. 
It IS somewhat a detective’s method, a la 
Poirot or Miss Marplc. Its semantics uncover 
the meaning’ behind the facts’, discover 
the participants and redraw the scene of' 
crime. The author’s grasp of post- 
structuralism in this way has been limited 
This is why by deconstructing the 
organisation and logic of the fcminiM 
theories, wc can reconstruct much til the 
existential conditions ot the women who 
subscribe to them. 

Themalc-imilator.isagirl.whosccxposure 
to the public sphere is just beginning. She 
is a child and like her brother, is instinctively 
interested in exploring the world. She would 
like to climb trees, ride the bicycle, swim. 
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go out in the dark, have adventures all by 
herself and so on. But her style is cramped 
by the elders, who not entirely unreasonably, 
forbid her to take liberties because she is a 
girl. The fear of a possible sexual assault, 
in the minds of the adults, forces upon her 
restrictions of various kinds. Her instincts 
are curbed by her sexuality. Her nature as 
an individual enters into a paradoxical 
relation with her sexuality, i c, her nature 
as a woman. Child marriage on one side 
and the desire to acquire physical strength 
by women on the other, are the t wo extreme 
forms of adaptation to this paradox. It is 
this girl, who thus prevented from the full 
realisation of her individuality,tries to 
obliterate her sexuality altogether. She 
denie.^ marriage, denies women’s clothes 
.iiiJ .jKn fcmminc symbols. Her sexuality 
ensnares hti ii a time during which she is 
not also aware ol it. This is what makes 
the story of this girl so pathetic. 

But why does she adopt male symbols? 
The answer lies in the question it.sell. The 
male is noi a masculine gender. He is 
neutral. Male sexuality is aroused only in 
contact with the woman. The woman whose 
sexuality has not been matured will deny 
the male of his sexuality as she will deny 
his intimate contact with herscll. When she 
becomes ‘male’, it is her desire to become 
neutral, the genderless indi vidual, the equal. 
It is this neutrality of the male that accounts 
lor his dominance. It is (he .sexuality of the 
woman which accounts for her otherness’ 
A parallel example might be considered 
The popular .stars of the Hindi commerLial 
cinema are seen to be tasteless and hence 
neutral. When asked what caste would 
Sridcvi be, almost all reply ~ the upper 
caste [Srivastan 1992). This is the sense 
behind ;hc thesis that the ruling ideas arc 
the ideas ot the ruling class. 

The woman’s imitation ol the man is 
thus a journey from sexuality to neutrality. 
It IS in fact ajourncy from particularity into 
the gcneralil>, a transcendence of the 
concrete in .search of the universal law. It 
is in this search tor individuality, that 
women resent their confinement as ‘sex 
objects’, resent the segregation of roles and 
spaces, desire to participate in the process 
ot the world, rebel against their alienation 
from the human collectivity in general. She 
IS ihe eternally endearing ‘tomboy’. She 
has won the admiration and affection of 
men and women alike. Jurisprudence has 
been responsive to her and fundamentalists 
scolded foi being unkind to her. It is this 
girl, who in her quest lo become complete 
IS thematn impulse of humanity to consider 
the case of women very deeply. It ts her 
travails as a girl, that feminism seeks to 
respect throughout hei womanhood. She 
has won her ca.se completely. 


As the female gravitation towards the 
male model is an outward journey,the 
male’s journey towards sexuality is an 
inward journey. Male experiences of 
emotions, their desire to seek intimacy, 
their feelings of emptiness because they 
cannot bear children, are not documented 
cither. Though men feci as emotionally as 
women do with the same intensity, yet the 
male psyche is m#! a topic for exploration. 
Why is this so? Becau.se in western 
rationalism, neutrality is a superior attribute 
and sexuality, an inferior one. This is why, 
though the west has produced us own 
romantic novel*, none among them is a 
Devdas. Men in love, apprehensive about 
being accepted by the lady love, have ended 
up being as enigmatic as Irigary’s 
description of women, quoted b> ihe author 
has been. Darcy, Rochester and David 
Coppcrficid are examples of men being 
utterly toolish and feaiher headed when in 
love. Why arc thc.se obscrvaiions about 
men not taken seriously? 

Women say that the man’s emoiions are 
not taken cognizance of since they are 
supposed lo reveal his weakness. A woman 
IS portrayed lo be emotional because she 
IS weak and is supposed to be emotional. 
In feminism, women have rebelled against 
this spelling ol emotions as inferior and 
reason as superior Man's emotional 
realisation is a backward journey from 
neutrality into sexuality, while a woman's 
journey towards the male model is a 
forward journey. What is the basis for this 
value hierarchy? From this contention 
comes the critique of rationality. It is an 
extrapolation of this position which says 
that the ditlerences between intuition and 
reason, the concrete and the abstract, the 
subjective and the objective should go. The 
‘foundation’ of theory, which the author 
mentions, is based upon this hicraichy. the 
feminists take to post-structuralism to 
balance out the oppositions. 

No! only have the feminists taken to 
post-strucluralism in order to seek equality 
between attributes called ‘male’ ‘female’, 
but for their project, this theory consists 
of another function. The abstract idea ot 
rationality, stereotypes and compart¬ 
mentalises both the men as well as the 
women. It is through this stereotyping that 
the malc-ordcr/the neutral order/lhe domi¬ 
nating order makes them look like outcasts 
and social deviants. The women reacted lo 
this abstraction and generalisation, upheld 
through theory, lo substitute the fictions 
contained therein by concrete facts 
availa'olc. It is the positing of the concrete 
facts in the face ol ticiiiious stereotype of 
commonly held perceptions, that leminism 
extols the women to write with ‘their 
bodies’. 


1 do not think that the author will disagree 
with us on the above grounds. The author’s 
dissatisfaction with us is on the grounds 
of feminism having cros.sed limits and in 
many ways overdoing the act. All powerful 
discourses have this inherent danger of 
overstepping their functionality. I do not 
.see this as offensive. Rather it helps a great 
deal in review. An implication of the 
author’s thesis is that when the existential 
conditions cease to batter women, then the 
stance and the i.ssucs ot women should 
change. When the opposing objectivity is 
no longer there, then to continue to oppose 
It would lead to shadow boxing. This is 
to say that when men no longer oppose 
women, then women’s continued enmity 
with men would exclude them of an 
opportunity to interact with ih»'m on a quid 
pro quo basis. Feminism should not become 
aiheory of victimisation Yet what impulses 
within feminism have made n amenable toi 
It to fall into the trap of viclmiisalioir 
theory? 

Much to be blamed lor this is Lutheran 
a.sceticism. Historical shiils in the western 
world have had wide implications upon the 
academic orientation world-wide because in 
the case of academies, the ruling ideas arc 
surely those ol the west Dislocations in the 
western society, with the rise ol capitalism, 
changed not only the productive lorces, but 
the family was al.so to undergo a complete 
change in siructuie. Reproductive and 
productive functions were segregated, work 
place and the homestead were separated 
The male inherited the outside, where the 
source ol income was located. Lulherian 
asceticism, essentially meant lo be man's 
ideology lo adapt to this change, glonlicd 
the alienation and placed the yonder over 
the here, the world over the home. It 
demanded asceticism, i c, sexual neuttaliiy. 
The men inherited this neutrality and women, 
the sexuality. The women’sire is this. Hence, 
women have lell a deep sen.se of agony, 
whether lo glorify .sexuality or whether to 
adopt neutrality. It has made women to go 
over to one extreme or the other. This deep 
conflict within ihem.selvcs have made them 
burn bras and wear miniskirts in order lo 
defy the world with their sexuality. Or they 
have chosen to do away with the men 
completely by seeking lesbianism and so 
on. This woman who is the subject of 
aggressive feminism, has constructed 
herself as a victim. Unable lo resolve her 
paradox, blaming it on her interaction with 
men have used po.st-structuralism to hold 
on to her particularities. Posl-siructuralism 
has in fact been distorted and used here to 
maintain the differences rather than to 
overcome them through the .semantics of 
metaphor. Their resolution of paradoxes 
involves the seeking of a simple average 


I.S3() 


Economic and Political Weekly June 24* 1995 



beteen man and woman, which makes them 
leave lipstick stains on cigarette butts. This 
makes women seek in the male strifp-shows, 
an opportunity to transfer on to men their 
own condemnation as sex-objects. 

The Indian women are be iCi off in this 
respect. Fortunately or unfortunately, wc 
did not have the model of asceticism. Wc 
are better off in our theologies. Our 
ideological women are terrible female 
deities, boundlessly powerful yet possessing 
sizzling sex appeal. On the other hand, the 
male deities are either the adolescent Krishna, 
or the passive, indolent and almost inactive, 
Shiva, While the former is the ideal lover, 
the latter is virility deified. Neither is the 
authontarian patriarch like the Mills and 
Boon hero. True, that conservatives at one 
point of time, by making the Indian woman 
very sacred exiled her from the outer space 
where she could realise her ontology in a 
complete form , but the conservatives did 
not go very far Indian novelists fought the 
battle on the sidf* of women and truly today 
there are few feminists who can compete 
with the prc-indepcndcnce Indian writers in 
the wholeness of their understanding of 
teipmism. 

Indian women, already having the 
source of strength and power in their 
metatexts and metaphors, used to in a 
constructive manner, albeit unconsciously 
using the fundamental principles ol post¬ 
structuralism , to resolve their existential 
anomalies in a more aesthetic and an 
effective way. They fought from within 
theirown .sexuality and criticised men more 
for ihcir lack of masculinity than booking 
them as wife batterers as in the west. Hence 
fearful wives, self-willed daughters, 
demanding sisters are not uncommon sights 
in Indian homes. Though such counter- 
aggression is not solicited, my point here 
1 $ that much of this takes place outside the 
brand name of feminism. Women capture 
power, by ignoring religious dictats that 
their husbands arc lords. The women, 
despite the syntactical restrictions on their 
power, despite the various disadvantages 
mounted upon them by the social structure, 
nevertheless reverse the dominance - 
subordination dyad . Wc do not say that 
m this lies women's liberation, because the 
need for dyadic reversal to gain power 
remains and hence the task to establish an 
alternative language endorsing equality 
remains to be accomplished. But this is 
only to illustrate the extent to which post- 
structuralism can empower the powerless 
even without resorting to stereotyping, 
scapegoating and constructing the self as 
victim. 

Indian women, say that they are 
overburdened with work and that there is no 
work-sharing by the men. The modern urban 


middle class man ofcourse says that his 
wife's pos.sessiveness about the kitchen and 
homestead has made him an outcast from 
his home, where his services are only as 
an errand and does not involve genuine 
responsibility. But for rural women, this 
complaint has material grounds. The truth 
ofthiscontentionhas made the development 
programme makers carefully introduce a 
‘gender sensitivity’ in all its programmes. 
Far from being only a developmental jargon, 
‘gender sensitivity’, is yet another post- 
structuralist transformation of grammar. 
Here, the dvad of dominance and 
subordination is not reversed, but a 
transcendence to a higher plane is sought 
through it. It is to ameliorate the rural 
women by keeping the structures intact. 
This transformation seeks to bypass the 
hierarchy completely and ignore the issue 
of sexual politics This is the discourse of 
the entrepreneur, a productive, pragmatic 
and a wealth-creating di.scoursc Feminist 
studies would do well to explore such areas. 
For example, to overcome the .separation 
between the home and workplace, the 
western women, considering that lheirs is 
a technology and information society could 
have taken up the cause of mobile 
communication By this it is possible to 
feed your baby and attend to office woik 
simultaneously. Feminists and not 
AT and T should have expUyed this area 
Lack of a solution-oriented theory is a bane 
of not only feminism, but perhaps of 
academics in general. It is here that the 
need for posl-slriicturalism comes Posi- 
structu.alism is actually a manner of 
appcrccpling particulars and their 
generalisations rather than being a fluffy 
stuff dealing with .sensele.ss poetry and 
dubious symbolism 

But if there is any discourse which is the 
drea m of post -struciu ral i sis, 1 1 1 s my si i c i s m. 
Moreover, it also usc.s the feminine as its 
central point and it is through the 
feminificaiion of the world that they hope 
lo .seek their salvation. In mysticism, the 
most rigid of the structures arc broken, 
when the ordinary mortal seeks union with 
god; It seeks objective possibilities 
beyond ihc ones concretely offered in 
visualising a world with completely 
different experiences; it .secs inherent 
contradictions in the structurally ‘givens’ 
in the separation between god and man; 
and through the use of metaphoric 
communication, overcome this .separateness 
and involve themselves in an active relation 
with the absolute. The mystics, ihcm.selves 
then become absolutes, intuice the 
foundational principles of the universe and 
can recreate the universe by ihcm.selves. 
This they do by them.sclvcs becoming 
absolute and not by displacing god. They 


become the absolute by becoming His equal, 
His consort. The model of the mystic is the 
model of romantic love, in which the male 
and female operate as both bodies as well 
as principles. Body and principle unite and 
separate with extreme rapidity, each 
assuming both male and female principles 
with quick alterniiy. I n a discourse ofpower, 
such an alternating of principle and its 
concrete location in bodies will not be 
tolerated simply because no hierarchy is 
possible without effective obiectification. 
Objectification implies making the 
.subjective redundant by abstracting from 
the concrete and subsuming ihe.se under a 
prion principles. 

It IS in this di.scourse of romantic love that 
the gender differences become the basis for 
equality. It is here that the general categories 
fulfill rather than inhibit the concrete body. 
The male-female fusion applies lo both bodies 
as well as lo principles. Hermaphrodism 
(bi.scxualiiy) which means that the female 
bodies will absorb some masculine 
tendencies while the male body will also 
combine its masculinity w ith some feminity. 
In India, this is an important route tocomplclc 
self-realisation Lesbianism is a distorted 
version of this, because male bodies are 
strictly prohibited m the experience of 
romantic love 

It is seen that the author's unhappinc.ss 
IS with one particular brand of feminism 
and not with feminism in general. The 
brand which he has identified is the one 
where there is a scif-construction of women 
as victims. This variety of theory, which 
defines itself not only negatively but fixedly 
against men, neither allows man change 
himself, nor does it organise the woman 
to be liberated. It uses posi-sirucluralism 
not to make structures fluid but to restructure 
the system, in order to ensure for women, 
titles of power. The victim theory . which 
distorts post-slrucluralism. .seeks to eniitle 
rather than to genuinely empower wtimen 
The chains of slcicolypying with which it 
binds men, becomes her own chains It is 
then belter to release the men and reorganise 
and restructure woman within her concrete 
existence so that she inheies the complete 
humanity within herself Or simply, redeploy 
the feminine. 
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CREDIT LYONNAIS 

INDIAN BRANCHES 


(In thousands of Indian Rupees) 


— 

BALANCE SHEET AS AT MARCH 3 

_ 

I. 1995 


NOTES 

‘ 1995 

1994 

CAPITAL AND 

Capital 

2 

156,492 

156,492 

Reserves and surplus 

3 

355,201 

185,063 

Deposits 

4 

5,494,139 

5,164,458 

Borrowings 

5 

1,209,445 

522,980 

Other liabilities and 
provisions 

6 

686,265 

382,664 

TOTAL 


7,901,542 

6,411,657 

Casf^ and balances with 
Reserve Bank of India 

7 

699,460 

1,254,983 

Balances with banks and 
money at call and 
short notice 

8 

1 323,385 

178,777 

Investments 

1(c) A 9 

2,022,071 

1,750,281 

Advances 

1(d) A 10 

4,128,508 

2,918,499 

Fixed assete 

1(e) A 11 

22,867 

15,142 

Other assets 

12 

705,251 

293,975 

TOTAL 


7,901,542 

6.411,657 

Contingent liabilities 

13 . 

9.997,716 

7,478,595 

Bills for collection 


75,063 

34,150 

The accompanying notes are an integ 

ral part of this 

i Statement. 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31, 1995 


1995 1994 



mCQME 

Interest earned 
Other income 


Interest expended 
Operating expenses 
Provisions and 
contingencies 


F ROriT 

Net profit for the year 
Profit brought forward 


924,901 

67,224 

992,125 


431,102 

124,488 

266.397 

821,987 


600.217 

25,629 

625,846 


273,791 

77,161 

178,025 

528.977 


Transfer to statutory 
reserve 

Remitted to Head Office 
Balance carried forward 


170,138 %.869 

123,648 110,851 

293,786 207,720 


34,028 19,373 

64,699 

259,758 123,648 


293,786 207,720 

The accompanying notes are an integral part of this statement. 
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CREDIT LYONNAIS 

INDIAN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31,1995 

(In thousands of Indian Rupees) 




1995 

1994 

1. Siimmaiy of Signtfiont Accouotliig Polidcs 

<a) General 

2. Ovkal 

Capital 

156,492 

156,492 

inc iKvunipiuijr ii]|^ iiiiaiiviiu auiiciiiciiui nave uecn prepareu on 

the historical cost basis and conform to the statutory provisions 
and practices prevailing in the country. 

(b) Tmiwacricwig involving foneiyn eKchmife 

(i) Monetary assets and liabilities have been translated at the 
Foreign Exchange Dealers Association of India exchange 
rate prevailing at the close of the year. 

Deposit kept with the 

Reserve Bank of India 
under Section 11 (2) of the 
Banking Reguladan 

Act, 1949 

63,500 

45,000 

(ii) Income and expenditure items have been translated at the 
exchange rates prevailing on the date of the transaction. 

(iii) Profit or loss on outstanding forward contracts have been 
accounted on an accrual basis. 

(c) inyestments 

^Investments in Government of India, Stale Government and other 
approved securities are valued at the lower of cost or market 
value or yield to maturity at rates specified by RBI circular 

No. DBOD.BP.BC.44/21.04.048/95 dated 15th April, 1995. 
Other investments are valued at lower of cost or Market value. 

(d) Advances 

(i) Provisions tor doubtful advances have been made to the 

3. Rcaerva and Sorphia 

Statutory reserve 

Opening balance 

Additions during the 
year 

61,415 

34,028 

42,042 

19,373 

Balance in profit and 
loss account 

95,443 

259,758 

61,415 

123,648 

satisfaction of the auditors. 

(a) In respect of identified advances, based on a periodic 


355,201 

185,063 

review of advances. 

(b) In respect of general advances, based on Manage¬ 
ment's estimate of potential exposure and taking into 
account guidelines issued by the Government of India 
and the Reserve Bank of India. 

(ii) Provisions in respect of doubtful advances have been 
deducted from advances to the extent necessary and the 
excess has been included under **Other Liabilities and 
Provisions". 

(iii) Advances are shown net of bills rediscounted under the 
New Bill Market Scheme of Reserve Bank of India. 

4. Depoeits 

In India 

Demand deposits 

Prom banks 

Prom others 

Savings bank deposits 

Term deposits 

Prom banks 

Prom others 

19,261 

681.231 

32,446 

4,761,201 

1,224 

168,934 

10,136 

1,106,875 

3,877,289 

(i) Fixed assets have been accounted for at their historical 
cost. 


5,494,139 

5,164,458 

(ii) Depreciation has been provided on the straight*line method 
at the following rates per annum: 

Fiimiture and fixtures 10% 

Computers 25% 

Other equipment 20% 

Vehicles 20% 

(0 SUB bMicfitt 

The Indian branches have entered into an Employees* Group 

Superannuation Scheme with Life Insurance Cerporation of 

India for providing retirement benefits to employees. Gratuity 

is accounted on settlement. 

(g) ItopMfit 

The net profit disclosed in the profit and loss account is after: 

(i) provisions for taxes on income in accoidance with statu¬ 
tory requirements 

(ii) provisions for doubtful advances 

(iii) adjustments to the value of current investments 

(iv) Other usual and necessary provisions 

5. Borrowings 

In India 

Reserve Bank of India 

Other banks 

Other institutions 

208,930 

559.449 

230,000 

374,902 


998,379 

374,902 

• 

Outside India 

211,066 

148,078 


1,209,445 

522.980 

Secured borrowings 
included above 

- 

- 


I 





CL 
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A] CREDIT LYONNAIS 

■301 INDIAN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 3L 1995 

(In thousands of Indian Rupees) 



6. Other Liabilities and 
Provisioiis 



7. Cash and Balances with 
Reserve Bank of India 

Cash in hand (including 
foreign currency notes) 
Balances with Reserve 
Bank of India 
In current account 


8. Balances with Banks 
and Money at Call and 
Short Notice 
In India 

Balances with banks 
In current accounts 
Money at call and 
short notice 
with banks 


Outside India 
In current accounts 


314,491 

8,894 

323,385 


9. Investments 
In India 

Government securities 
Other approved securities 
Shares 
Others 


1,883,955 

4.011 


2,022,071 


165,313 


165,313 

13,464. 


178,777 


1,230,935 

4,104 

97,842 

417,400 


1,750,281 


10. Advances 
(a) Bills purchased and 
discounted 

Cash credits, overdrafts 
and loans repayable 
on demand 
Term loans 


253,362 


1,429,262 

2,445.884 


4.128,508 


(b) Secured by tangible assets 3,468,021 

Covered by bank/ 

Government guarantees 217,439 

Unsecured 443.048 

4,128,508 


(c) Advances in India 
Priority sectors 
Public sector 
Banks 
Others 


Advances outside India 
Due from banks 
Due from others 
Bills purchased 
and discounted 


11. Fixed Assets 
Other than premises (including 
furniture and fixtures) 

Cost—beginning of^ear 
Additions during the year 
Deductions during the year 

Depreciation to date 


12. Other Assets 
Inter-office adjustments (net) 
Interest accrued 
Tax paid in advance/tax 
deducted at source, net 
Others 


513.641 

44,660 

3.569,660 


4,127,961 


547 


4,128,508 


26,137 

14,190 

(1,803) 


38,524 

(15.657) 


22,867 


298,069 

1,366,439 

1,253,991 


2,918.499 


2,003,970 


2,918,499 


564,336 

164,586 

2,189,422 


2,918,344 



155 


2,918,499 


16,058 

10,079 


26,137 

(10,995) 


15,142 


24,681 

1,913 

139,604 

121,725 

46,937 

14,135 

494,029 

156,202 

705,251 

293,975 



1534 


Economic and Political Weekly ' June 24, 1995 

























































A 


CREDIT LYONNAIS 


INDIAN BRANCHES 


mTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 1995 

(In thousands of Indian Rupees) 



1995 

1994 

13. Contingent Liabilities 

Liability on account 
of outstanding forward ^ 



exchange contracts 

7,342,601 

5,459.541 

Acceptances, endorsements 
and other obligations 

775,502 

754,393 

Guarantees given on 
behalf of constituents 

In India 

694,244 

704,959 

Outside India 

941.372 

296,202 

Underwriting commitments 

22.500 

63.500 

Bills of exchange 
rediscounted 

201,497 

180,000 

Disputed tax demands 

20,000 

20,000 


--- 

-— 


9,997,716 

7,478,595 

14, Interest Earned . 

1 


Interest/di scount on 
advances/bills 

629,917 

399,614 

Income on investments 

281,895 

186,317 

Interest on balances 
with Reserve Bank 
of India and other 
inter-bank funds 

13,089 

14,286 


924,901 

600.217 

15. Other Income 

Commission, exchange 
and brokerage 

51,713 

24,275 

Profit on sale of 
investments 

144,792 

3,088 

lx)ss on sale of 
investments 

(29) 

(54) 

Profit on sale of assets 

128 


Loss of sale of assets 

— 


Income on exchange 
transactions 

5,544 

28,557 

Expenditure on exchange 
transactions 

(154,345) 

1 

f36.664) 

Miscellaneous income 

19,421 

6,427 


67,224 

25,629 



1995 

1994 

16. Interest Expended 



Interest on deposits 

Interest on Reserve Bank 

198,899 

206,299 

of India/inter-bank 
borrowings 

213,036 

55,475 

Others 

19,167 

12,017 


431,102 

273,791 

17. Operating Expenses 



r’ayments to and provisions 



for employees 

24,709 

14.293 

Rent, taxes and 
lighting 

Postage, telegrams, 

7,528 

7.240 

telephones, etc 

6,399 

5,842 

Repairs and maintenance 
Depreciation on 

1,180 

4,391 

bank’s property 

5,658 

3,575 

Pnnting and stationery 

1,803 

3,406 

Insurance 

Advertisement and 

3,523 

1,482 

publicity 

1,353 

652 

Law charges 

Auditors’ fees and 

139 

193 

expenses 

Directors’ fees. 

30 

180 

allowances and 



expenses 

Other expenditure, 

37 

42 

including Head Office 
expenses—Rs 20,269 
(previous year— 

Rs 14,777) 

72,129 

35,865 


124.488 

77,161 


18. Previous year’s figures have been regrouped and reclassi¬ 
fied wherever necessary to make them comparable with current 
figures. 
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AiNUtora’ Report 


1. We have audited the attached Balance Sheet of the Indian Branches of CREDIT LYONNAIS (incorporated 
in Prance with limited liability) as on March 31, 1995 and also the annexed Profit and Loss Account 
for the year ended on that date. 

2. In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949. read together 
with the provisions of sub-sections (1), (2) and (5) of Section 211 and sub-section (5) of Section 227 
of the Companies Act, 1956, the Balance Sheet and Profit and Loss Account are not required to be 
and are not drawn up in accordance with Schedule VI to the Companies Act, 1956. The Accounts are 
therefore, drawn up to conform to Forms A and B of the Third Schedule of the Banking Regulation 
Act, 1949. Subject to the foregoing observations, we report that in accordance with sub-section (3) of 
Section 30 of the Banking Regulation Act, 1949: 

(a) We have obtained all the information and explanations which to the best of our knowledge and belief 
were necessary for the purpose of our audit and have found them to be satisfactory. 

(b) The transactions of the Indian Branches which have come to our notice have been within the powers 
of the Indian Branches of the Bank. 

(c) In our opinion, proper books of account, as required by law, have been kept by the Indian Branches 
of the Bank so far as appears from our examination of those books. 

(d) The Balance Sheet and the Profit and Loss Account dealt with by this report are in agreement with 
books of account. 

(e) In our opinion and to the best of our information and according to the explanations given to us 
the said accounts give the information required by the Companies Act, 1956 in the maimer so required, 
for Banking companies and read together with the notes, give a true and fair view. 

(i) In the case of the Balance Sheet of the state of affairs of the Indian Branches of the Bank as 
at 31st March, 1995 and 

(ii) In the case of the Profit and Loss Account, of the profit for the year ended on that date. 


For Rajesh Rajeev & Associated 
Chartered Accountants 
Sd/- 

Bombay Chandrashekhar 

June 24, 1995 Partner 
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BOMBAY: 

Metaphor for Modern India 


The unprecedented bouts of violence which 
ravaged Bombay in December 1992 and January 
1993 have raised agonizing questions as to how 
such a disaster could have occurred in India’s 
modern metropolis. This book identifies the key 
characteristics of the city and explores the 
processes which have led to its conspicuous 
successes and hidden conflicts. The three main 
themes treated are labour and enterprise; claims 
on land, housing and health; politics and 
populism. Authors deal with both the present 
and its roots in the recent and colonial past. 
Specific topics include the world of Bombay’s 
toilers; Bombay’s consecration as India’s 
premier city ; its new role in the global 
economy; the tragic textile strike; imperial land 
policy, the failure of urban planning, 
programmes for slum upgradation ; housing 
struggles; the geography of sickness and health, 
politics and the Municipality; the appeal of the 
Shiv Sena and its recasting in a Hindutva 
mould; the 1992-93 communal eruptions. 

The following geographers, historians, 
anthropologists, sociologists, political scientists, 
journalists and activists have contributed to this 
volume: Swapna Banerjee-Guha, Nigel Crook, 

P. K. Das, Mariam Dossal, Nigel Harris, 

Gerard Heuze, Jayant Lele, Claude Markovits, 
Pratima Panwalkar, Sujata Patel, Sandeep 
Pendse, Radhika Ramasubban, Kalpana Sharma, 
Usha Thakkar, Hub van Wersch. 

Demy 8vo 328pages 
ks49^ 


BOMBAY: 

Mosaic of Modern Culture 

This volume focuses on Bombay's cultural 
life, the essence of which is constituted by 
Bombay’s openness to winds blowing from all 
directions; its availability as a meeting ground 
for various communities; us prime function as a 
place of exchange. The chapters deal with 
nineteenth century British and Maharashtrian 
perceptions of the city; early reactions to the 
arrival of famine refugees; inauguration of 
modern educational and cultural institutions; 
forging of the Gujarati reform movement and 
the Gujarati novel; revivalism signalized by the 
Sanskruization of the Gujarati language; 

Indian English writers of and about Bombay; 
emergence of a vigorous dalit literature; 
imperial and cosmopolitan architecture; 
struggles of the progressive painters; 
tribulations of the Marathi theatre; creation of 
an all-India film industry. The book includes a 
handful of poems about the city in English and 
in translation from Marathi and Gujarati, some 
photographs of Bombay buildings, 
reproductions of works by Bombay painters, 
and stills from Bombay films. 

Contributors Vidyut Bhagwat, Yashodhara 
Dalmia, Norma Evenson, Amrit Gangar, Shanta 
Gokhale, Meera Kosambi, Shirin Kudehedkar, 
Franqoise Mallison, Jim Masellos, J. V. Naik, 

Roshan Shahani, Sonal Shukla, Alice Thorncr. 

Poets Suresh Dalai, Namdeo Dhasal, Nissim 
Ezekiel, Gieve Patel, Narayan Surve. 

Demy 8vo 264 pages 16 plates 
Rs493 


Edited by SUJATA PATEL and ALICE THORNER 

OXFORD UNIVERSITY PRESS 
2/11 Ansari Road, Daryaganj, New Delhi 110002 
Oxford House, Apollo Bunder, Bombay 400001 
3 Lala Lajpat Rai Sarani, Calcutta 700020 
Oxford House, 219 Anna Salai, Madras 600006 
B/49 Mandir Marg, Mahanagar Extension, Lucknow 226006 
94, Koramangala Industrial Area, 4th ‘B’ Cross, 5th Block, Bangalore 560095 
Gayatri Sadan, 2060 Sadashiv Peth, V.N.Colony, Pune 411030 
Bharati Bhawan, Rishi Bazar, Thakurbari Road, Patna 800003 
3-5-1107 Narayanaguda, Hyderabad 500029 
Danish Road, Panbazar, Guwahati 780001 


Piimaa by Krishna Raj at Modem Aits and Industries, ISl, A-Z Industrial Estate, Ganpatroo Kadam Morg, Lower Parel, Bombay 400 013 
and published by him for Sameeksha Trust from Hitkari House. 284, Shahid Bhagatsingh Road. Bombay-400 001. 
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YOU DO NOT EARN SOMETHING AS BIG AS 
THE TRUST OF MORE THAN 48 MILLION PEOPLE 
BY HIDING IN AN IVORY TOWER. 

You c.un that trust over a period of 31 years. By keeping your feet 
firmly on the ground. 

By having the biggest investor base in the world. With 97,000 agents, 

47 branch offices and 59 schemes serving the needs of different segments of society. 

By managing Rs. 61,000 crore worth of investible funds. 

Bv our sr/c, which is a reflection of our investor’s confidence. And has 
helped us serve them better. 

By being innovative in thinking, yet remaining close to grass roots in implementing. 

By improving the lives of more than 48 million people. 



UNIT TRUST OF INDIA 

For your better tomorrow 

All investments in mutual funds and securities are subject to market risks and the NAV of the schemes may go up or down 

HAnonHinn itnnn tho (arinre and fnrroa affartinn AArtiritiAS markflt ThfifA ran ha nn aaaiirancA that tha Fund's OblfiCtlVfi Will be achieved. 



SISTASA.\T^atl 








